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_sha learned how on YouTube. What will you learn?

“After | got laid off from my job, | didn't have enough money

to buy a nice birthday gift for a friend’s daughter. Then a
light bulb went off. | had a sewing machine, and always had
a knack for design—maybe | could make something? | didn’t
even know how to turn it on, so | pulled up YouTube to learn
how to use it. | kept watching videos, over and over, until |
finally made my first stitch. | taught myself to make these
colorful bows that my friend’s daughter could wear in her
hair. And the parents went crazy for them. | left that birthday
party with six customers.

That's when | started reimagining myself as an entrepreneur
and started my company, Knotzland. We now make handmade
bow ties from reclaimed fabrics. It's beyond what | dreamed—
I'm not only a designer but also a business owner. | gave

myself a whole new life. It's been a crazy |M

Watch Nisha's story: youtube.com/NishalLearnedHow

> Youlube
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Unrest flared again in Hong
Kong after a protester died.
Another was shot at close range
by a police officer, allegedly
while trying to grab his gun. A
man was set on fire by demon-
strators after remonstrating
with them. One senior officer
said society was on the “brink
of a total breakdown”. The
Chinese government said
Hong Kong was “sliding into
the abyss of terrorism”.

China’s president, XiJinping,
paid avisit to Greece, an im-
portant partner in the Chinese
Beltand Road Initiative, which
aims to improve global infra-

structure. The two countries
said they would work to “over-
come any obstacles” facing a
Chinese state-owned com-
pany’s plan to upgrade the port
of Piraeus. Mr Xi promised
support for Greece’s campaign
to secure the return of the Elgin
marbles from Britain.

India’s Supreme Court award-
ed the site of a mosque in the
city of Ayodhya that was de-
molished by Hindu zealots in
1992 to Hindus planning to
build a temple to the god Rama.
Italso criticised the destruc-
tion. The government was
ordered to provide land nearby
for the construction of a new
mosque. The decision
prompted grumbles from
disappointed Muslims, but not
the violence many had feared.

Gambialodged a complaint
against Myanmar at the Inter-
national Court of Justice on
behalf of the o1c, a group of
predominantly Muslim coun-
tries. They accuse Myanmar of

violating the UN convention on
genocide in its treatment of
Rohingya Muslims.

Cambodia’s prime minister,
Hun Sen, said he would release
70 opposition activists arrest-
ed in recent weeks. Under
pressure from international
donors the government had
earlier released Kem Sokha, a
prominent opposition leader,
from house arrest.

All about Evo

Evo Morales quit as Bolivia’s
president after nearly 14 years
in office. The chief of the
armed forces had suggested he
leave following widespread
protests, which broke out after
Mr Morales’s victory in a du-
bious election on October
20th. Mr Morales accepted
Mexico’s offer of political
asylum. Jeanine Afiez, a politi-
cal foe of Mr Morales, took
office as Bolivia’s interim
president. She has said she will
hold fresh elections.

Luiz Inacio Lula daSilva,
Brazil’s president from 2003 to
2010, was freed from prison,
where he was serving a sen-
tence for corruption, after the
country’s highest court decid-
ed that people convicted of
crimes could not be jailed until
they had used up all their
appeals. Upon his release Lula
attacked the right-wing gov-
ernment of Jair Bolsonaro.

Chile’s president, Sebastian
Pifiera, agreed to begin the
process of writing a new con-
stitution. But protesters who
are demanding reforms reject-
ed his offer. They wantan
assembly of citizens, rather
than congress, to draft the new
document.

Dangerous days

Israel killed a senior com-
mander of the Palestinian
IslamicJihad group in Gaza,
setting off a wave of violence.
Palestinian militants fired

more than 150 rockets into >

To create more energy

with fewer emissions,

We need bright ideas
from everywhere.
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» Israel, which responded with
air strikes. The fighting may
increase the likelihood that the
two main political parties in
Israel will form a unity govern-
ment, breaking two months of
political deadlock.

Hassan Rouhani, Iran’s presi-
dent, claimed thata new oil-
field containing 53bn barrels of
crude had been discovered. If
true, this would increase Iran’s
proven reserves, already one of
the world’s largest, by about a
third. Iran has struggled to
export oil since sanctions were
reimposed by America last
year.

The central bank of Zimbabwe
began reissuing Zimbabwean
dollars afteradecade-long
hiatus. The new notes are in
effect the country’s third cur-
rency in the past three years.
The government has tried to
stay a step ahead of a shortage
of cash caused by high
inflation and economic
mismanagement.

Minority rapport

Spain’s general election, the
fourth in four years, gave no
party a majority. The Socialists,
who had been hoping to move
closer to one, actually lost
three seats. They swiftly struck
adeal with the far-left
Podemos party to attempt to
forma coalition. Even
together, the two parties will
need to find supportamong
several regional parties to get
over theline.

Venice was hit by its worst
floods for half a century. Water
entered St Mark’s Basilica,

causing “grave damage”, ac-
cording to the city’s mayor.

The Dutch government back-
tracked on previous pledges
and reduced road speed limits
to10okph (62mph) during the
day to help meet a court-or-
dered reduction in emissions.
Farmers have also been asked
to cut back onlivestockin
order to reduce nitrogen.

In the British election cam-
paign, Boris Johnson’s Conser-
vative Party got a boost when
Nigel Farage, leader of the
Brexit Party, said he would not
field candidates in the 317 seats
the Tories won in 2017. The
pressure was on Mr Farage to
go further and withdraw from
all constituencies where his
party threatens to split the
Leave vote.

Pass the popcorn
The first public hearings were
held in the inquiry that will

determine whether Donald

Trump should be impeached
for asking the Ukrainian gov-
ernment to dig up political dirt
onJoe Biden. The first witness-
es in the Democratic-led pro-
cess were diplomats with
responsibility for Ukraine.

America’s Supreme Court
rejected an appeal by Reming-
ton, a gunmaker, to block a
lawsuit from relatives of the
victims in the Sandy Hook
school massacre of 2012, in
which 20 children and six
adults were killed. The lawsuit
accuses Remington of illegally
marketing combat weapons.

An appeal by a murderer
against his life sentence on the
ground that he had already
“died” in hospital was rejected
by a courtin Iowa. Benjamin
Schreiber argued that his heart
had stopped during an emer-
gency procedure in 2015. But
the judges concluded that the
convict “is either still alive...or
heisactually dead, in which
case this appeal is moot”.

Like solar farms
that float.
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Disney’s streaming video
service went live, the latestin a
lengtheningline of challengers
to Netflix’s dominance of the
market. The trove of program-
ming on Disney+ not only
includes its archive of animat-
ed classics, but also catalogues
of material from other studios
that Disney owns, which in-
clude Marvel, Pixar and 2oth
Century Fox. Along with rivals
like Amazon and Apple (but
not Netflix) Disney wants to
entice customers into its wider
product range—in its case,
theme parks and cruises.

Donald Trump increased the
pressure on China to agreetoa
“phase one” trade deal, threat-
ening to raise tariffs “substan-
tially” if it does not. Whether
America removes all tariffs or
just those thatare scheduled to
come into effect in December
remains a sticking-pointin the
negotiations. Diplomats are
also searching for a neutral
venue where the two countries’
presidents can signadeal in
front of the world’s cameras,
after Chile cancelled the APEC
summit in Santiago where the
ceremony was supposed to
take place.

GDPin both Germany and
Japan grew by just 0.1% in the
third quarter compared with
the previous three months.
Germany avoided a recession
(itseconomy shrank by 0.2% in
the second quarter), helped in
partbyawelcomerise in the
country’s exports, which have
struggled during global trade
tensions. Britain also dodged a
recession, chalking up growth
of 0.3% following a previous
contraction. Solid perfor-
mances in the construction
and services sectors offset flat
growth in agriculture and
manufacturing.

Alibaba was reported to have
secured approval from the
Hong Kong stock exchange to
sell shares in a secondary
listing. The Chinese e-com-
merce giant listed on the New
York bourse five years ago. It
had been expected to float
shares in Hong Kong earlier
this year, before the outbreak
of huge street protests; the
threat of escalating unrest to
the financial hub still remains.

The prospectus for Saudi
Aramco’s 1po provided few
details for investors, such as an
indicative share price oran
exact date forits stockmarket
debut on the Riyadh exchange.
Those particulars are expected
to be announced soon. The
prospectus did indicate that
1bn shares in the state-owned
oil company will be offered to
Saudi Arabia’s small investors.

The California Trucking Asso-
ciation launched a legal chal-
lenge against the state’s new
law giving wage and benefit
protections to independent
contractors. The rules are
aimed at workers in the gig
economy, though they will
also apply to caretakers, maids,
carers and many others. The
truckers’ group says its drivers’
ability to set their own
timetables will be hampered
and interstate commerce

undermined. Uber and others
want a measure to be put
before voters next year that
would exempt them from the
law, which comes into effect
onJanuary ist.

National health mistrust

A deal that will see Ascension,
an American hospital network,
share patient data with Google
attracted the ire of lawmakers
worried about privacy. Suspi-
cion about Google’s intentions
in healthis a running theme: it
was also criticised fora col-
laboration with a British hospi-
tal in 2016, and with the Uni-
versity of Chicago a year later.
It was also reported that Google
wants to move into banking,
which could set up a clash with
financial regulators.

In an update on the progress it
is making towards regulatory
approval to fly the 737 MAX
aircraft, which has been
grounded for most of the year
following two crashes, Boeing
said it was “possible” that
deliveries to airlines could
resume in December and that it
hopes soon to secure consent
for new pilot-training require-
ments. Southwestand
American Airlines pushed
back the dates for when they
expect the 737 MAX can take off
again until early March.

British Steel, which has been
inliquidation following a
Brexit-induced slump in or-
ders, received a takeover offer
from Jingye, a Chinese steel-
maker. There is some uncer-
tainty about Jingye’s long-term
commitment. BS specialisesin
railway tracks and construc-
tion girders, technology that
Jingye lacks back home.

CarlIcahn, an activist investor,
revealed that he has builta
4.2% stake in HP and will push
itto accept a takeover offer
from Xerox.

Tesla chose Berlin as the site
forits first factory in Europe,
making electric cars and bat-
teries. “Berlin rocks,” raved
Elon Musk, Tesla’s boss. Pro-
duction should start in 2021.

No need to be bitter

American connoisseurs of
craft brew were crying in their
ale upon the news that
Anheuser-Busch InBev has
struck a deal to buy Redhook, a
pioneer in the small-brewers
revolution that began 40 years
ago. The global beer conglom-
erate decided now was the time
to swallow the roughly 70% it
does not already own of Craft
Brew Alliance, which also
owns Kona and other brands,
after its share price fell flat.

~

S IT ME,OR
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The $650bn binge

Creative destruction in the entertainment business has had blockbuster results

MERICA HAS seen some spectacular investment booms:

think of the railways in the 1860s, Detroit’s car industry in
the 1940s or the fracking frenzy in this century. Today the latest
bonanzais in full swing, but instead of steel and sand it involves
scripts, sounds, screens and celebrities. This week Disney
launched a streaming service which offers “Star Wars” and other
hits from its vast catalogue for $6.99 a month, less than the cost
ofaDVD. As the business model pioneered by Netflix is copied by
dozens of rivals, over 7oom subscribers are now streaming video
across the planet. Roughly as much cash—over $100bn this
year—is being invested in content as it is in America’s oil indus-
try. In total the entertainment business has spent at least $650bn
onacquisitions and programming in the past five years.

This binge is the culmination of 20 years of creative destruc-
tion (see Briefing). New technologies and ideas have shaken up
music, gaming and now television. Today many people associate
economic change with deteriorating living standards: job losses,
being ripped-off, or living under virtual monopolies in search
and social networks. But this business blockbuster is a reminder
that dynamic markets can benefit consumers with lower prices
and better quality. Government has so far had little to do with the
boom, but when it inevitably peaks the state will have a part to
play, by ensuring that the market stays open and vibrant.

The entertainment business is fast-moving
by its very nature. It has few tangible assets, it
relies on technology to distribute its wares and
its customers crave novelty. The emergence of
sound in the 1920s cemented Hollywood as the
centre of the global film business. But by the end
of the 20oth century the industry had grown as
complacentasapunchlineinarepeatepisode of
“Friends”. It relied on old technologies—ana-
logue broadcasting, slow internet connections and the storage of
sounds and sights on fiddly cps, bvDs and hard drives. And the
commercial approach was to rip off consumers by overcharging
for stale content packaged into oversized bundles.

The first shudder came in music in 1999, with internet ser-
vices soon putting established music firms such as EM1and War-
ner Music under pressure. In television Netflix broke the mould
in 2007 by using broadband connections to sell video subscrip-
tions, undercutting the cable firms. When the smartphone took
off it tailored its service to hand-held devices. The firm has acted
as a catalyst for competition, forcing the old guard to slash prices
and innovate, and sucking in new contenders. The boom has
seen star writers paid as if they were Wall Street titans, sent rents
for Hollywood studio lots into the stratosphere and overtook the
20th century’s media barons, including Rupert Murdoch, who
sold much of his empire to Disney in March.

Amid the debris and deals the outlines of a new business
model are becoming clear. It relies on broadband and devices,
not cable-packages, and overwhelmingly on subscriptions, not
advertising. Unlike in search or social media, no firm in televi-
sion and video streaming has more than a 20% market share by
revenues. The contenders include Netflix, Disney, AT&T-Time
Warner, Comcast and smaller upstarts. Three tech firms are ac-

tive, too—YouTube (owned by Alphabet), Amazon and Apple, al-
though their collective market share is still small. The music in-
dustry is also contested, with the biggest firm, Spotify, having a
34% market share in America.

Disruption has created an economic windfall. Consider con-
sumers, first. They have more to choose from at lower prices and
can pick from a variety of streaming services that cost less than
$15 each compared with $8o or more for a cable bundle. Last year
496 new shows were made, double the number in 2010. Quality
has also risen, judged by the crop of Oscar and Emmy nomina-
tions for streamed shows and by the rising diversity of storytell-
ing. Workers have done reasonably. The number of entertain-
ment, media, arts and sports jobs in America has risen by 8%
since 2008 and wages are up by a fifth. Investors, meanwhile, no
longer enjoy abnormally fat profits, but those who backed the
right firms have done well. A dollar invested in Viacom shares a
decade ago is worth 95 cents today. For Netflix the figure is $37.

Many booms turn to bust. Unlike, say, WeWork, most enter-
tainment firms have a plausible strategy, but too much cash is
now chasing eyeballs. Netflix is burning $3bn a year and would
need to raise prices by 15% to break even—tricky when there are
over 30 rival services. It hopes that its fast-growing international
markets will create economies of scale. As well as saturation, the
other danger is debt. Deals and high spending
have caused American media firms to build up

< '*.- $500bn of borrowing.

When the shake-out comes, history offers
two dispiriting examples of how a consumer-
friendly boom can turn into a stitch-up. Tele-
coms and airlines in America saw a riot of com-
petition in the 1990s only to become financially
stretched and then reconsolidated into oligopo-
lies that are known today for poor service and high prices.

This is why government has a role in keeping the entertain-
ment business competitive. First, it should prevent any firm—
including the tech giants—from acquiring a dominant share in
the content business. Second, it should require the companies
that own the gateways to content, such as telecoms firms or
handset providers such as Apple that can control what screens
show—to have an open-access policy and not discriminate
against particular content firms. Last, it should make sure sub-
scribers can move their personal data from one firm to another,
so they do not become locked in to one service.

Don’tlose the plot

Few people look to Hollywood for economics lessons. But the en-
tertainment epic has featured vibrant capital markets. Buy-out
firms, stockmarkets and junk bonds have all financed the indus-
try’s reinvention. The stars have been billionaire entrepreneurs
such as Reed Hastings, Netflix’s boss. And open borders have set
the scene, since talent comes from around the world and a ma-
jority of streaming subscribers now live outside America. ACross
the economy, these elements are at risk as politicians and voters
veer away from open trade and free markets. For a reminder of
why they matter, turn on your screen and press play. |
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Latin America

Was there a coup in Bolivia?

The armed forces spoke up for democracy and the constitution against Evo Morales’s attempt at dictatorship

HERE ARE few more emotive words in Latin America than
T“Coup”, and for good reason. From 1930 to the 1970s, the re-
gion suffered the frequent overthrow of civilian governments in
often bloody military putsches. The victims were usually of the
left. In1954 a moderate reforming government in Guatemala was
ousted in the name of anti-communism by the CI1A. Other coups
followed, including that of General Augusto Pinochet against
Salvador Allende, a radical socialist, in Chile in 1973.

Since the democratisation of the region in the 1980s, coups
have been rare. But the very idea has become a potent propagan-
da tool, especially for leftists. Scarcely a week goes by without
Nicolas Maduro, Venezuela’s fraudulently elected dictator,
claimingthatheis threatened by one. Daniel Ortega in Nicaragua
says the same. Dilma Rousseff, a leftist presi-
dent in Brazil who spent her way to a second
term in violation of the country’s fiscal respon-
sibility law, also claims that her impeachment
in 2016 was “a coup” even though it followed
strict constitutional procedures.

The latest claim involves the fall of Evo Mo-
rales, Bolivia’s leftist president since 2006. He
resigned on November 10th, fleeing into exile in
Mexico. This prompted a chorus of denunciations ofa coup from
the Latin American left and even some European social demo-
crats. This time, at least, the critics are wrong.

True, Mr Morales’s term was not due to end until January. His
fall followed violent protests and a mutiny by the police, who
failed to suppress them. The final straw came when the head of
the armed forces “suggested” that he quit. But thatis to tell onlya
fraction of the story.

Mr Morales, who is of Aymara indigenous descent, long en-
joyed broad popular support. He imposed a new constitution,
which limited presidents to two terms. Thanks to the commod-
ity boom and his pragmatic economic policy, poverty fell sharp-
ly. He created a more inclusive society.

But he also commandeered the courts and the electoral au-
thority and was often ruthless with opponents. In his determi-
nation to remain in power he made the classic strongman’s mis-
take of losing touch with the street. In 2016 he narrowly lost a
referendum to abolish presidential term limits. He got the con-
stitutional court to say he could run for a third term anyway. He
then claimed victory in a dubious election last month. That trig-
gered the uprising. An outside audit upheld the opposition’s
claims of widespread irregularities. His offer to re-run the elec-
tion came too late.

Mr Morales was thus the casualty of a counter-revolution
aimed at defending democracy and the constitution against
electoral fraud and his own illegal candidacy. The army with-
drew its support because it was not prepared to
fire on people in order to sustain him in power.
How these events will come to be viewed de-
pends in part on what happens now (see Ameri-
cas section). An opposition leader has taken
over as interim president and called for a fresh
election to be held in a matter of weeks. There
are two big risks in this. One is that ultras in the
opposition try to erase the good things Mr Mo-
rales stood for as well as the bad. The other is that his supporters
seek to destabilise the interim government and boycott the elec-
tion. It may take outside help to ensure a fair contest.

That thearmy had to playaroleis indeed troubling. But the is-
sue at stake in Bolivia was what should happen, in extremis,
when an elected president deploys the power of the state against
the constitution. In Mr Morales’s resignation and the army’s
forcing of it, Bolivia has set an example for Venezuela and Nica-
ragua, though itis one thatis unlikely to be heeded. In the past it
was right-wing strongmen who refused to leave power when le-
gally obliged to do so. Now it is often those on the left. Their con-
stant invocation of coups tends to be a smokescreen for their
own flouting of the rules. It should be examined with care. &

Pension costs

Dependants’ day

America’s public pensions have been underfunded for decades. The crunch point is coming soon

ANY WORKERS in the private sector no longer have them.

But most public-sector employees in America are still enti-
tled to a valuable benefit: a pension linked to their final salary. A
long-standing problem is that states and cities, which fund their
plans differently from the federal government, have been lax
about putting aside enough money to cover these promises.

The resulting black hole is becoming ever more alarming (see
Finance section). Although the American stockmarket has been
hitting record highs, the average public-sector pension fund has
a bigger deficit in percentage terms than it did in either 2000, or
the start of this decade. In some states and cities schemes are less

than 50% funded; Illinois has six of the worst.

The cost of pension promises has risen because people are
living longer, so they end up taking more out of the pot. Some
states and cities have responded by trying to wriggle out of their
obligations and cut the benefits retirees get, but courts have of-
ten decided against them, ruling thata contractisacontract. Asa
result states, cities and other public bodies are being forced to
funnel ever more into pension schemes. Having chipped in the
equivalent of 5.3% of their ordinary payroll bills in 2001, public-
sector employers now pay in, on average, 16.5% a year.

Even those contributions have not been enough. Politicians »»
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» have often failed to pay in as much as the actuaries recommend.
In 2009 the actuaries for the Illinois Teachers scheme asked the
state to cough up $2.1bn; it paid just $1.6bn. By 2018 the annual
bill had risen to $7.1bn but the state paid only $4.2bn. The holein
the pension scheme deepened to $75bn in 2018, or about $6,000
forevery citizen in the state. And that is just for teachers.

The problem could yet worsen. Pension schemes are vulner-
able to a market downturn and many were left reeling after the
global financial crisis of 2008-09. Even if markets do not tumble,
they would sufferin along period of sluggish returns. Thatlooks
plausible given that 30-year Treasury bond yields are just 2.4%

and American equity valuations are stretched relative to their

historical average. Some schemes are betting on “alternative as-
sets” like hedge funds and private equity to fill the gap. But
hedge-fund returns have been disappointing over the past de-
cade, and the private-equity industry is not large enough to ab-
sorb $4trn of public-sector pension assets.

And there is a final problem: the schemes’ accounting. When
working out how much they need to put aside today, all funded
schemes must calculate how much they are likely to pay out in
future. This means using a rate to discount the cost of tomor-
row’s pension payments. The higher the rate used, the lower the
cost seems to be. Public-sector pension schemes are allowed to
use the assumed rate of investment return as their discount rate,

Leaders

even though they will still have to pay pensions whether they
earn that return or not. This has naturally led to a degree of opti-
mism about future returns: many assume 7-7.5% a year.

In the private sector, a pension promise is seen as a debt and
has to be discounted at corporate-bond yields, which are at his-
torically low levels. This makes pensions look more expensive
and explains why many companies have closed their final-salary
schemes. If the public sector had to use the same approach, its
average funding ratio would be a lot lower than today’s 72% and
the resulting hole, currently $1.6bn in total would be a lot bigger.

Public bodies are going to have to boost their contributions
even further. A study by the Centre for Retirement Research
found that in the worst-affected states—Connecticut, Illinois
and New Jersey—pension costs in 2014 were already 15% of total
revenues. That will trigger a squeeze on the public finances, as
other spending has to be cut or taxes have to be cranked up. Ei-
ther will be especially hard on younger people and workers in the
private sector, who do not get the same benefits.

The pensions crisis has been rumbling on for years, but some
states and cities will soon enter a downward spiral, in which
pension costs lead to bad public services or tax rises, in turn en-
couraging workers and firms to move out, which then shrinks
the tax base, making promises even less affordable. When that
happens some states and cities will tumble into a black hole. m

Immigration policy

Unlock that door

Barriers to movement make the world poorer. Only voters can remove them

MAGINE YOU are offered a job at triple your salary. But first you

must pass through a locked door, and someone with the key

won’t open it. You might be willing to pay them to let you
through. Whether this is fair or notis beside the point. They have
the key and you don’t. If you gave them a portion of the increase
in your wages, you would both be better off.

This is not a bad analogy for global immigration policy. When

migrants move from a poor country to a rich one, they typically

make three to six times as much money as before (see our Special
report in this issue). If everyone who wanted to migrate were al-
lowed to do so, the world would by one estimate
be twice as rich. Yet this vast gain cannot be real-
ised, because most would-be migrants are
forced to stay where they are. The door is locked, 0
and voters in rich countries hold the key.

Is there a way to open that door? Hardly any-
one is considering it. Instead, the debate in rich
countries veers between fearmongering and
moralising. Nationalists, from Donald Trump,
America’s president, to Viktor Orban, Hungary’s prime minister,
portray immigrants as a threat to the culture, wages and even
lives of the native-born. Pro-migration liberals, by contrast, are
quick to dismiss those who disagree with them as racists, and
mouth slogans that seem almost designed to alienate voters.
Several Democrats in America talk not of reforming but of abol-
ishing 1CE, the agency enforcing immigration laws.

High
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Low

A more pragmatic approach would be to think in terms of

costs, benefits and how they might be distributed. The biggest
beneficiaries of migration are the migrants themselves, who

International migrants
Host countries, by income level, 2017, %
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earn far more and in many cases escape from oppression or sex-
ism. Their birthplaces benefit from the money they send home
and the knowledge they bring back when they return, which usu-
ally more than makes up for any “brain drain”.

The benefits to host countries are hefty, too. Skilled immi-
grants check pulses, write code and help local firms do business
with their homelands. Migrants are twice as likely as the native-
born to start a business and three times as likely to patent an
idea. Blue-collar immigrants provide cheaper plumbing, child
care and parcel deliveries. By one estimate, 83% of native-born
rich-country workers benefit from immigra-
tion. Migrants may drag down the wages of na-
tive workers with similar skills, but the effect is
so small that economists are not sure it exists.

The biggest cost of migration is the hardestto
measure. It is cultural. Many people like their
societies the way they are. Some bristle when
they hear foreign languages on the bus, or when
amosque replaces a pub. Since migrants tend to
cluster, some places change uncomfortably fast. Such feelings
are inflamed by demagogues, who wildly exaggerate the threat
from a tiny minority of migrants—especially from crime.

Overcoming these objections will be hard. But not impossi-
ble, if policymakers observe four principles. First, border control
matters. Voters, perfectly reasonably, cannot abide chaos; gov-
ernments must setand enforce the rules for who comes. Second,
migrants must pay their way. Most already do, but it is crucial to
design policies that encourage this, by making it easy for them to
work and hard, at least for a while, to claim welfare benefits.
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Third, be creative. Australia’s “points-based” system is often
praised, notleast by some Brexiteers. It favours migrants who are
young, English-speaking and have useful skills. Itis quick, trans-
parent and welcoming. At the same time Australia pitilessly ex-
cludes anyone who tries to enter without permission. Austra-
lians mostly support this system because they feel in charge of it.

More market-based systems are also worth trying. Countries
could auction visas to the well-heeled. In addition, for those who
cannot yet afford to bid, they could allow more migrants in but
apply surtaxes to their wages for a period, and transfer the mon-
ey to citizens. If this is the price of entry, many migrants will
choose to pay it. And if voters see an immigration dividend, they
may find that new mosque does not bother them as much.

Fourth, pace matters more than absolute levels. Political re-
sistance to migrants spikes with sudden surges in immigration.
In 2015 net immigration to Germany more than doubled to al-
most1.2m, leading to a backlash. Yet the share of the population
thatis foreign-born is16%, compared with 29% in Australia. This
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shows that a country with sensible policies can be almost two
times as open to migration as Germany withoutevena hintof the
disaster that nativists predict. On the contrary, Australia has a
lower homicide rate than Germany, its people live longer and it
has not had a recession since 1991. Many Australians grumble
about congestion in the cities most popular with migrants, but
this is fixable with the taxes those migrants pay.

If the flow is steady and orderly, and if the newcomers are en-
couraged to support themselves and adapt to the host culture,
immigration can be higher than most rich countries allow today.
Singapore is 45% foreign-born, and a byword for prosperous
tranquility. Countries can open up incrementally, with condi-
tions, and reverse course if they choose.

Today’s anti-migrant mood makes all this seem unlikely. Far
from opening the door, many Western governments are double-
locking it. Yet this creates an opportunity for others to snaffle the
bestbrains repelled by chauvinism, to lure the most enterprising
migrants, and once again to become lands of opportunity. |

Aircraft-carriers

Sink or swim

When it comes to aircraft-carriers, bigger isn’t better

o O PIECE OF hardware better exemplifies America’s mili-

tary might than an aircraft-carrier,” declare the memoirs
of Ashton Carter, America’s defence secretary in 2015-17. Nor
does any other piece of hardware so plainly exemplify what is
wrong with America’s military thinking. Aircraft-carriers are the
largest and most expensive machines in the history of warfare. A
new American Ford-class ship costs $13bn—more than the annu-
al defence budget of Poland or Pakistan. However, as precision
missiles become faster, more accurate and more numerous,
these beasts look increasingly like giant floating targets.

Although America has by far the world’s largest fleet of carri-
ers—n of the full-sized sort, plus half a dozen smaller ones—
their appeal is global, and growing. China’s first domestically
built carrier will be commissioned within
months. Britain’s second modern carrier began
its sea trials in September. Even pacifist Japan is
converting two destroyers to carry jets, for the
first time since the second world war.

Aircraft-carriers have proved their worth in
recent years. Many armed forces watched ad-
miringly as American naval jets did the lion’s
share of bombing in the early months of war in
Afghanistan in 2001 and Iraq in 2003 (and again in 2014). Land
bases were often unavailable because of awkward geography or
recalcitrant allies.

But the seas off enemy shores look ever less safe. Russia and
China are both developing long-range missiles that are man-
oeuvrable and accurate enough to hit large ships at sea. China’s
DF-21D, an anti-ship ballistic missile that can travel over1,500km
(950 miles), is already a threat. Several countries are building
cheaper anti-ship cruise missiles, which fly shorter distances
but can belaunched from planes. Anti-ship missiles are growing
in range, precision and number. By one estimate, an American
naval force within 2,000km of China might have to parry 640 in-
coming weapons in a single salvo.

Though guiding such missiles onto a distant moving target is
tricky, no navy will be keen on putting several billion dollars and
thousands of sailors in peril. Carriers have become too big to fail.
As a result, they will probably have to remain at least 1,000km
away from shore, a distance that their warplanes cannot cross
without refuelling. That could have grave implications for Amer-
ica’s ability to project power across the Pacific—and so for all its
allies (see Briefing). Carriers will also have to be cocooned with
destroyers and frigates, which will absorb most of the resources
of smaller navies, like those of Britain and France.

Carriers are not entirely obsolete. Most wars will not be great-
power clashes. They will remain useful against foes which lack
modern missile systems. Even in intense conflicts, warships will
require air power to protect them from the pre-
dations of enemy ships and aircraft. As long as
navies have surface ships, they will want to be
able to fly planes above them.

But what sort of planes? Even as missiles
force carriers farther offshore, the average com-
bat range of their air wings has shrunk, from
2,240kmin1956 to around 1,000km today. (Mod-
ern munitions travel farther, but do not make up
the difference.) The obvious remedy is to use drones that can fly
longer, riskier missions than human pilots, allowing their host
carriers to keep a safe distance away. But the Pentagon unwisely
scrapped its programme for such a drone in 2016, replacing it
with one that would merely refuel inhabited planes.

Aircraft-carriers, like the warplanes on them, belong to a
class of large, vastly expensive weapons that military types call
“exquisite”. A more homely approach to military technology is
warranted. Smaller, cheaper and, where possible, unmanned
systems could be procured in larger numbers, dispersed more
widely and used more daringly. Such forces may lack the prestige
of massive warships. But they are better adapted to a world in
which the projection of military power is growing ever harder. m
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Warren'’s classical economics
The Economist is concerned
about Elizabeth Warren'’s
“dubious..vilification of busi-
ness” (“A plan for American
capitalism”, October 26th). Yet
the principles that lie behind
the Democratic presidential
candidate’s proposals are
similar to those found in parts
of Adam Smith’s “The Wealth
of Nations”. He too argued that
wide gaps between the classes
are dangerous and thought
that the most scrupulous and
suspicious attention should be
paid to any policy plans com-
ing from businessmen.
Inrecent decades gains
from productivity increases
have been monopolised by the
wealthy, a contrast to Smith’s
belief that productivity gains
from the division of labour lift
the lowest ranks of people. Ms
Warren advocates a return to
the Glass-Steagall Act; Smith
also called for the careful
regulation of banking.
Itisright to be concerned
about excessive government,
but Smith himself said there is
arole for government when
businesspeople neglect ethics.
Today’s market system needs a
significant course correction
towards the direction of equal
justice. Such a correction
would be entirely consistent
with Smith’s simple secret for
prosperity: justice, liberty and
equality.
JOHN HILL
Emeritus professor of politics
and history
Curry College
Milton, Massachusetts

You concluded that Ms Warren
underestimates “the dynamic
power of markets to help
middle-class Americans”. But
foryears now the American
middle classes have witnessed
their own destruction by un-
leashed market forces.

The “power of markets”
allowed my family’s health-
insurance company to deny
payments for crucial tests and
hospital care during the treat-
ment of a life-threatening
disease (the doctors who
helped us through endless
appeals often do this forlong
lists of very sick patients). The

university where I teach has
opened food banks in recent
years. And during the wave of
foreclosures it was not the
invisible hand of the market
but ourlocal congresswoman
who reached out to help
families keep their homes.
SHARONA MUIR

Perrysburg, Ohio

AsaRepublican who lived in
California for 40 years, and
who was a close neighbour of
Ronald Reagan, my politics
have changed since living in
Norway. Capitalism is based on
selfishness. The welfare states
are based on unselfish love. If
equality of opportunity isan
essential element of an effi-
cient, happy and healthy soci-
ety, Elizabeth and Bernie are on
the right track.

BOB O'CONNOR

Eiksmarka, Norway

Ms Warren has properly
diagnosed America’s
problems, but she is offering
the wrong prescriptions. Not
only do they have no chance of
passing legislative muster,
they won’t even gain the sup-
port of many Democrats. Her
plans are heavy-handed and
expensive, and do not recog-
nise what many studies of
human behaviour have verified
over the years: incentives work
better than regulation.

JOHN THOMAS

Fort Collins, Colorado

When East met West

Helmut Kohl’s decision to
swap East German Ostmarks at
the same exchange rate as
Deutschmarks was one cause
of the discontentment sur-
rounding German unification
(“Thirty years after the Wall
fell”, November 2nd). More
important was the West Ger-
man unions imposing their
own collective wage bargain-
ing on less productive East
German workers, thus prevent-
ing their western production
line moving east. This resulted
in the deindustrialisation of
the former East Germany.
Compounding this was the
transfer of the generous West
German welfare system to the
lower cost-of-living East,

making unemploymentalong-
term occupation for many. My
own analysis of Germany’s
Mezzogiorno (fiscal transfers
from west-to-east and labour
migration from east-to-west)
showed how ten years after the
collapse of communism the
German state often paid more
in welfare than the average
salary in the East German
labour market. Now, 30 years
on, many of those who were
unemployed will be claiming
state pensions.

WILL PAGE

London

Southern ticket-splitters
“Democrats in Dixie” (Novem-
ber 2nd) suggested that John
Bel Edwards, the Democratic
governor of Louisiana, is the
only person from his party to
hold that office “in the South”.
No doubt you meant the Deep
South. North Carolina and
Virginia also have Democratic
governors. To your point about
pragmatic local politics, in the
election of 2016 voters in North
Carolina replaced the incum-
bent Republican governor
(who supported the divisive
bathroom bill) with a Demo-
crat, and at the same time
voted for Donald Trump.
RICHARD BETHUNE

Raleigh, North Carolina

Scandalous scoff
Iam not surprised that the
food is so unpopular at Larkhill
Garrison (“Marchingon its
stomach”, October 26th). Iwas
the last director of defence
catering before the position
vanished. British soldiers used
to have a small amount of
money, known as the daily
messing rate, deducted from
their pay each month. This
covered as much food and
beverages as they wanted, and
really needed—infantrymen
burn calories at a terrific rate
and eat a huge amount of food.
The meals were nutritionally
balanced. But this old system
was decreed unfair by a bunch
of Mps and civil servants
because some troops ate less
than others, and some may
have even missed meals.

So the Ministry of Defence

broughtin a system called Pay
as You Dine, or pay as you die
as some soldiers call it. They
now pay cash at each meal for
what they actually consume.
Big eaters, like the infantry,
clearly pay more. Itis a bad
deal; many soldiers run out of
money halfway through the
month. I objected to the new
system, but the civil servants
won the day. Far too much
military logistics is now con-
tracted out. One day lives will
belost on operationsasare-
sult. Remember the Crimea?
BRIGADIER (RET D) JEFF LITTLE
Osmington, Dorset

In 2018 I had the misfortune to
stay overnightat an army base.
The catering in the officers’
mess was so bad that I wrote to
the chief of the general staff, to
say thatif this was the standard
for officers, what was it like for
soldiers? He replied that he was
extremely satisfied with
present standards and that the
managing-director of a London
hotel was available for advice
when required.

RICHARD COLLINS

Hinton St Mary, Dorset

With humbled breast

“Idid nothing in particular,
andIdid it very well,” William
Rehnquist said about his
oversight of Bill Clinton’s
impeachment trial (“Trying
times”, October 26th). The then
chiefjustice of the Supreme
Court quoted those lines from
“Iolanthe”, his favourite opera
by Gilbert and Sullivan. In fact,
the costume worn by the lord-
chancellor character in one
particular production of
“Iolanthe” inspired Rehnquist
to add gold stripes to the
sleeves of his justice’s robe, so
that he would stand out.
DAVID WHITE

Senior lecturer

Department of Classics

Baylor University

Waco, Texas

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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ﬁ FEDERAL COURT
OF AUSTRALIA
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CHIEF EXECUTIVE OFFICER AND
PRINCIPAL REGISTRAR

The Federal Court of Australia is searching for a highly qualified and specialised senior executive to undertake
the role of Chief Executive Officer and Principal Registrar.

The Chief Executive Officer and Principal Registrar is responsible for:

e Assisting the Chief Justice with the management of administrative affairs of the Court

* Assisting the President with the management of administrative affairs of the National Native Title Tribunal,
and

* Providing corporate service functions to the Federal Court of Australia, Family Court of Australia, Federal
Circuit Court of Australia and the National Native Title Tribunal.

Key challenges of the role:

* Assist the Chief Justice to establish and shape the Court’s objectives and strategies.

¢ Communicate objectives and strategies and promote cohesion among the Court’s judges and staff.

* Ensure resources are negotiated and deployed to achieve the objectives of the Court and Corporate Services.

* Establish and maintain governance structures to ensure transparency, efficiency and accountability.

* Create a culture of achievement and establish, communicate and maintain high performance standards
including professionalism, rigour and transparency.

* Work closely with other Federal Courts and Tribunals to maximise service to clients and achieve cost
savings.

* Maintain and promote the Court’s local and international reputation.

¢ Anticipate, plan and implement change, having regard to wider local and international developments and
provide leadership in identifying and addressing critical issues.

* Maintain relationships with stakeholders including the Government, other courts, the legal profession and
other agencies.

* Maintain and develop communication and consultative processes to ensure staff and stakeholders are
consulted about changes that affect them.

* Exemplify and maintain standards of professionalism, commitment and probity.

* Foster a culture of appropriate risk management, accountability and transparency.

Key requirements of the role:

1. Advanced legal qualifications and knowledge of the workings of the Federal Court of Australia and the
National Court Framework.

2. Advanced knowledge of the three Courts and the National Native Title Tribunal, and a proven capacity to
work well with judges, inspiring their confidence and ensuring that the needs of the courts are never
compromised.

3. Advanced senior management experience, including a significant understanding of the Public Sector and
experience in dealing with government agencies.

4. Demonstrated capacity to work across all corporate service areas, with a strong collegial reputation and
a proven record of motivating and encouraging staff.

5. Advanced communication, presentation and representation skills.

6. Highly advanced strategic, analytical and change management skills.

7. Experience and understanding in how technology can make the administration of justice more graceful for
Court users.

If you are ready for a challenging and rewarding job and possess all the above criteria, we encourage you to
apply for this role.

For further information about the Court, visit www.fedcourt.gov.au. For specific enquiries about the role,
contact Darrin Moy, Executive Director, People, Culture and Communications on (02) 9230 8887 or via

email at darrin.moy@fedcourt.gov.au
03165
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International Rubber Study Group

Appointment of Secretary-General of the IRSG

Applications are invited for the post of Secretary-General of the International
Rubber Study Group (IRSG), a Singapore-based intergovernmental organisation
concerned with the natural and synthetic rubber and related industries.

Qualifications

Candidates must have a recognized University Degree or equivalent qualifications.
Candidates must demonstrate strong management, analytical and communication
skills. Knowledge of the synthetic and natural rubber and related industries is a plus.
Personal attributes required include fluent written and spoken English, additional
language knowledge is welcome. Candidates must have integrity, impartiality and
the ability to work effectively with senior officials in Governments, international
organisations and the world rubber industry. They must possess the administrative
and interpersonal skills necessary to run an international organisation, including
knowledge of intergovernmental relations and the organisation of international
conferences. The hands-on abilities required to guide and motivate a small,
specialist staff are also essential. A reasonable level of computer literacy is also
required.

Conditions.
The post of Secretary-General, is remunerated at grade D1 of the United Nations
Professional Staff salary scales.

The terms of the appointment will be initially for four years from 1 January 2021.
Applicants must be nationals or citizens of Member countries of the International
Rubber Study Group. For further information on the IRSG and how it operates
including the job description and salary information, visit the IRSG website:
http://www.rubberstudy.com.

The closing date for full applications will be 15 December 2019. Applicants
should submit their Curriculum Vitae with a cover letter to the Secretary-General,
International Rubber Study Group, email: secgen@rubberstudy.com.

l_éj?P Henley & Partners

Henley ¢ Pariners is the global leader in residence and citizenship
planning. Each year, hundreds of wealthy individuals, families
and their advisors rely on our expertise and experience in this
arca. Our highly qualified professionals work together as one

team in over 30 offices worldwide.

The firm also runs a leading government advisory practice which
has raised more than USD 8 billion in foreign direct investmeni.
Trusted by governments, we have been involved in strategic
consulting and the design, set-up and operation of the world's
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Briefing Aircraft-carriers

Too big to fail?

THE BLACK SEA, PORTSMOUTH AND SINGAPORE

More costly than ever, and more vulnerable too, the queens of the fleet

are in trouble

N 2016 THE Admiral Kuznetsov, Russia’s
Isole aircraft-carrier, spluttered north
through the English Channel belching
thick black smoke. She was returning from
an ignominious tour of duty in the Medi-
terranean. One of the 15 warplanes with
which she had been pounding Syria had
crashed into the sea; another had lurched
off the deck after landing. When she finally
docked near Murmansk a 70-tonne crane
smashed into her deck.

The hapless Kuznetsov “is largely a
white elephant with no real mission,” in
the words of Michael Kofman, an expert on
Russia’s armed forces. So why bother pay-
ing for the refit she has been undergoing
ever since? “For the appearance”, says Mr
Kofman, “of being a major naval power.”

Floating runways have signified naval
seriousness for most of the past century.
Originally seen as a way to provide air cover
for other ships, the second world war saw
aircraft-carriers and their air wings be-
come the main way that fleets fought with
each other. That role was largely lost after
1945, as the Soviet Union was not a naval

power; the heart of the cold war lay on cen-
tral Europe’s plains and in third-world hin-
terlands. But despite the lack of a high-seas
competitor America made its carriers
mightier still, using them to establish air
superiority wherever it chose.

Carrier planes flew 41% of America’s
combat sorties in the Korean war and more
than half of its raids on North Vietnam. In
the first three months of the Afghan war in
2001, carrier-based jets mounted three-
quarters of all strike missions. Two years
later, when Turkey and Saudi Arabia re-
fused to allow their territory to be used for
attacks onIraq, America deployed the com-
bined might of five aircraft-carriers to
mount 8,000 sorties in the first month of
its invasion. When Islamic State blitzed
through Iraq in 2014 the USS George H.W.
Bush rushed from the Arabian Sea to the
Gulf. For more than a month the only air
strikes against 1s were launched from its
four catapults.

The 1 supercarriers that America’s navy
isrequired by law to have on its books make
it a power like no other, able to fly fighters,
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bombers and reconnaissance aircraft
wherever itlikes without the need for near-
by allies to provide airbases. The other
countries with carriers capable of launch-
ing jet aircraft—Britain, China, France, In-
dia, Italy, Russia and Spain—make do with
smaller and less potent vessels. But their
numbers are increasing. Britain, India and
China are all getting new carriers ready.
Britain is settling for two; India aspires for
three; China plans to have six or so by 2035.
Japan is joining the club. In December 2018
it announced that it would convert its two
Izumo-class destroyers to carry jets.

Is this fashion for flat-tops well ad-
vised? Carriers have long been threatened
by submarines. During the Falklands war
Argentina’s navy keptits only carrier skulk-
ing in port for fear of British submarines.
Now they are increasingly threatened
above the waterline, too, by ever more so-
phisticated land- and air-launched anti-
ship missiles. To remain safe, carriers must
stay ever-farther out to sea, their useful-
ness dropping with every nautical mile.
Missile improvements also threaten the
ability of the carriers’ air wings to do what
is required of them, nibbling away at their
very reason for being.

“The queen of the American fleet...is in
danger of becoming like the battleships it
was originally designed to support: big, ex-
pensive, vulnerable—and surprisingly ir-
relevant to the conflicts of the time,” writes
Jerry Hendrix, aretired American navy cap-

tain. Are the countries devoting vast sums »
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» to their carrier fleets making a colossal
mistake? And if so, what does that mean for
the way America projects its power and
protects its allies?

Americans like their aircraft-carriers
large, like their cars and restaurant serv-
ings. They also insist on them being good.
This makes them very expensive. When it
was commissioned in 2017, the 100,000-
tonne USS Gerald R. Ford, the first in a new
class of carriers, became the priciest war-
ship in history at $13bn. That is about what
Iran spends on its entire armed forces each
year, and almost twice what the George H.W.
Bush, the last of the earlier Nimitz class of
carriers, had costa decade earlier.

The ego’s writing cheques

And that is before you sail or fly anything.
In 1985, while he was making “Top Gun”, a
jingoistic and intriguingly homoerotic
paean to naval aviation, Tony Scott, a film
director, was told that a single manoeuvre
he wanted the Uss Enterprise to make in or-
der to get the perfect lighting would cost
his studio $25,000. The annual cost of op-
erating and maintaining a Nimitz-class
carrieris $726m, not least because each has
6,000 people on board, almost twice as
many as serve in the Danish navy. The
planes cost a further $3bn-$5bn to procure
and $1.8bn a year to operate.

Thriftier countries do have other op-
tions. The 65,000-tonne HMS Queen Eliza-
beth (“Big Liz', as we affectionately call
her,” according to Britain’s defence minis-
ter in June), currently exercising with its
F-35 jets in the North Atlantic, cost Britain
under £5bn ($6.2bn) to build. The next in
its class, HMS Prince of Wales, not yet com-
missioned, is said to be coming in a fifth
cheaper. There is also a second-hand mar-
ket for those willing to accept a few scuffs
onthe paintwork. China’s debut carrier, the
Liaoning, began life as the half-built hulk of
the Kuznetsov's sister ship. It was sold by
Ukraine to a Hong Kong-based tycoon for a
paltry $2om. He shelled out a further
$100m to move it to China.

Yet even modestly sized carriers will in-
evitably soak up a good proportion of
stretched military budgets. The capital cost
of the Ford amounts to less than 2% of
America’s annual defence budget; the
Queen Elizabeth represents about 15% of
Britain’s. General Sir David Richards, who
served as Britain’s chief of defence staff
from 2010 to 2013, urged the government to
cancel the Prince of Wales because “We
could have had five new frigates for the
same money.” Sir David’s successor, Gen-
eral Nick Houghton, complained in May
that Britain would “rue the day” it had
splashed out on both. “We cannot afford
these things. We will be able to afford them
only with detriment to the balance of the
surface fleet.”

It is one thing to be expensive. It is an-

other to be expensive and fragile. In 2006 a
Chinese Song-class diesel-electric subma-
rine stalked the Uss Kitty Hawk, a carrier, SO
silently while she was off Okinawa in the
East China Sea that the first the Americans
knew of it was when it surfaced just about
8,000 metres away. Getting that close
would be harder in wartime, when the
ships, subs and aircraft around a carrier
would be more alert to undersea lurkers.
But China is fielding ever more subma-
rines. Modelling by the RAND Corporation
has found that Chinese “attack opportuni-
ties”—the number of times Chinese subs
could reach positions to attack an Ameri-
can carrier over a seven-day period—rose
tenfold between 1996 and 2010.
Submarines do not have to get thatclose
to do harm; they, like surface ships and air-
craft, can also launch increasingly sophis-
ticated anti-ship missiles from far afield.
China’s H-6K bomber, for instance, has a
range of 3,000km and its yJ-12 cruise mis-
siles another 4ookm. This July, General Da-
vid Berger, the head of America’s Marine
Corps, published new guidelines which ac-
knowledged that long-range precision
weapons mean that “traditional large-sig-
nature naval platforms”—big ships that
show up on radar—are increasingly at risk.
The most frightening illustration of this
threat is a 200-metre platform—roughly
the length of a carrier deck—that sits in the
Gobi desert. It is thought to be a test target
for China’s DF-21D ballistic missile, a weap-
on that the Pentagon says is specifically de-
signed to kill carriers. The DF-21D is a pretty
sophisticated and pricey bit of kit. But Mr
Hendrix calculates that China could build
over 1,200 DF-21Ds for the cost of just one
American carrier. A longer-range version,
the DF-26, entered service in April 2018.
According to a study by csBA, a Wash-
ington think-tank, in future wars Ameri-
can carriers would have to remain over
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1,000 nautical miles (1,850km) away from
the coastlines of a “capable adversary” like
China to stay reasonably safe. Any closer,
and they could face up to 2,000 weapons in
asingle day.

Carriers are not without defences. Their
own aircraft can protect them from incom-
ing bombers. The escort vessels around
and below them ward off unfriendly sub-
marines and shoot down incoming mis-
siles. Aboard the Uss Carney, a guided-mis-
sile destroyer of the sort that escorts
carriers, JamieJordan, her combat-systems
officer, insists that the navy is prepared: “It
isinstilled in us to train to those worst-case
scenarios of saturation attacks.” Among
the missiles in its launch tubes are some
designed to shoot down incomers. But if
faced with missiles launched in salvoes
600 strong, as CSBA suggests, could even
the best missile-defence systems keep up?

Mach 2 with your hair on fire

What makes things worse is that aircraft
range has shrunk just as missile ranges
have grown. The air wings of the Top Gun
era had an average range of about 1,7ookm.
The Rafales on board France’s Charles de
Gaulle today can still manage something
similar. But the F-355s aboard American,
British and Italian carriers, designed more
for stealth than stamina, can reach no-
where near as far. Even when you add on
the sookm range of the JAssMm missiles the
F-35 is armed with, American carriers
attacking China would be well within be-
ing-struck range before they got their
planes into strike range (see map). In-air
refuelling can help, but it cuts the number
of sorties a lot. And a repeatedly refuelled
F-35 hitting a target almost 4,000km from
its carrier could be aloft for 12 hours—the
very edge of what its lone human pilot
could manage.

This does not mean the age of the carrier »»
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» is over. “A lot of these [carrier-killing] sys-
tems are essentially unproven,” says Nick
Childs, an expert at the International Insti-
tute of Strategic Studies, a London think-
tank. A missile that can fly the distance re-
quired is only one part of such a system.
You also need eyes that can keep track of
the prey. Ground-based radar cannot see
targets hundreds of kilometres out to sea.
Satellites can help, but they don’t give you
data of high enough quality for the neces-
sary precision, says Sidharth Kaushal, an
expertat RUSI, another London think-tank.
“They can tell you roughly where a carrier
is, and possibly its bearing”. Bringing to-
gether different sorts of satellite and drone
data to update targeting information on
the fly will not be easy, not least because
the target carrier’s bearing is unlikely to
stay steady. Satellites can spot missile
launches, too—and the Ford could travel
more than four nautical miles in a new di-
rection during the eight minutes it would
take a DF-21D to reach it.

America’s mighty carriers, surrounded
by their protective battle groups and
watched over by satellites, are more likely
to survive a serious assault than the small-
er carriers of other nations. This is in part
because those smaller nations cannot af-
ford fleets large enough to protect their car-
riers; trying to do so is already distorting
their order of battle. A typical carrier strike
group might tie up four or five frigates and
destroyers; the Royal Navy only has 19 such
ships, the French even fewer.

Mark Sedwill, Britain’s national-securi-
ty adviser, says that a shortage of escorts is
supportable because in combat the Royal
Navy’s new carriers would “inevitably be
used in the context of allied operations of
some kind” if the threat were high. But, as
the defence committee of Britain’s parlia-
ment has pointed out, it is notideal to have
flagships the country cannot use on its
own: “Operating aircraft-carriers without
the sovereign ability to protect them is
complacent at best and potentially danger-
ous at worst.”

If America is better able to defend its
carriers, they are still becoming more vul-
nerable, and that matters more to America
than to any other country. More or less
since the Battle of Midway, it has relied on
carrier-led naval forces to project power in
Asia.In Augustadetailed report by the Uni-
versity of Sydney concluded that Chinese
“counter-intervention systems” had con-
tributed to a dramatic shift in the balance
of power: “America’s defence strategy in
the Indo-Pacific is in the throes of an un-
precedented crisis”. If, in response to Chi-
nese action against Taiwan, outlying Japa-
nese islands or disputed territories in the
South China Sea, American carriers looked
on from half an ocean away, America’s rep-
utation would crumble. If it steamed in,
though, it could conceivably see one sunk.

One response to the problem of carriers
being too large and vulnerable is making
them smaller and nimbler. The guidance
provided by General Berger of the marines
explicitly calls for dispersal. But making
the most of that possibility means chang-
ing what flies off the top. Stealthy un-
manned planes could fly longer and riskier
missions than human pilots, and survive
higher accelerations. That would allow
planes to get up close while their mother-
ship kept well back.

Losing thatloving feeling

Alas, a culture that venerates aviators is re-
sistant to change. Next year’s “Top Gun” se-
quel will not star a carrier-launched x-47B
combat drone. It will star Tom Cruise, just
as the original did. This is not just because
the drone lacks a vulpine grin; the promis-
ing X-47B programme was cancelled in
2016. The Navy’s new drone is the MQ-25

Stingray, which will be restricted to de-
murely refuelling jets with pilots. “This is
as short-sighted a move as I have seen
Washington make on defence strategy de-
cisions,” says Eric Sayers, a former consul-
tant for America’s Indo-Pacific Command.
It is also possible to respond to the vul-
nerability of carriers by doing more of what
carriers used to do with missiles launched
from lesser ships. The Tomahawk cruise
missiles in the Carney’s vertical tubes can
hit targets over 1,600km away. But unlike
carriers, such vessels do not come with an
air wing to ward off enemy planes. Even if
the carrier is no longer doing the lion’s
share of power projection, it might still
have to protect the ships that take up that
mantle. Perhaps in time it might do so with
lasers; the nuclear reactors that power
American carriers’ catapults and screws
could also provide the megawatts that
high-power lasers need. But as yet such
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weapons are aspirational.

The result of all this is that carriers will
only be fully effective against military min-
nows. “Most of the time, nations aren’tina
high-end fight with a peer competitor,”
says Mr Kaushal, “butare competing for in-
fluence in third states, perhaps a civil war
like Syria.” China appreciates that its own
carriers would not survive for long in a
scrap with America—but they might come
in handy for cowing an Asian neighbour
into submission or bombarding irksome
rebels on some African coast.

China also knows all too well that carri-
ers offer an eye-catching way to show re-
solve. In 1996, when it rained missiles into
the Taiwan Strait as a show of force, Ameri-
ca sent two carrier groups into the region
and one through the strait. That helped end
the crisis—and spurred on China’s naval
build-up. In recent times France and Brit-
ain have wielded theirown carriers to dem-
onstrate continued relevance in Asia. In a
speech in Australia in 2017, Boris Johnson,
then Britain’s foreign minister, declared
that “one of the first things we will do with
the two new colossal aircraft-carriers that
we have just built is send them on a free-
dom of navigation operation to this area.”

That suggestion was quickly rowed
back by officials; sending a large carrier to
contest Chinese claims on the South China
Sea would be dim when a smaller ship
would do as well. But Mr Johnson’s boast
showed the carrier’s continuing role as an
embodiment of national prestige on top of
its duties as an instrument of war. General
Houghton, the former British defence
chief, concedes that the Queen Elizabeth
and Prince of Wales may be “too totemic to
Britain’s sense of place in the world” to be
given up. Though Japanese officials say
they need carriers to defend their outlying
islands, Alessio Patalano, an expert on Ja-
pan’s naval forces, says that “alliance inte-
gration”—being able to swap planes with
American carriers—and “greater status”
may matter more. When France dispatched
the Charles de Gaulle to bomb 1s in Syria in
2015, President Francois Hollande pro-
claimed it “an instrument of force and
power, the symbol of our independence”.

LastJune, atan annual gathering of mil-
itary bigwigs in Singapore, France’s de-
fence minister joshed her British counter-
part by pointing out that the previous year
both had vied to send more frigates to the
Shangri-La Dialogue than the other. “So to-
day,” she boasted, “I upped my game and
came with a full carrier strike group.” As be-
fits the French navy’s flagship, the Charles
de Gaulle houses not just 1S-bombing Ra-
fales but also four bars and a boulangerie
capable of producing over 1,000 baguettes
a day. At a cocktail party on the carrier a
beautifully baked bread model of the ship
was on display; a symbol of national iden-
tity, inside a symbol of national power. &
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The Ukraine scandal

Teflon Don

WASHINGTON, DC

Democrats want impeachment hearings to change the public’s view of Donald

Trump. That will be difficult

Y 8AM ON November 13th, the line to get
Binto the Ways and Means Committee
room already stretched all the way down
the long hallway, though the hearing was
not scheduled to begin until ten. Cameras
bristled at the building’s entrance. Con-
gressional interns, journalists and politi-
cal junkies jostled for position as if they
were on a crowded train carriage, and po-
lice officers trying to keep a path open grew
increasingly frustrated.

The spectators were waiting to watch a
political drama rarely seen in America. For
nearly two months, Democrats have held
their impeachment inquiry privately.
Those hearings have become public. Over
the next two weeks, Americans will hear
testimony from witnesses concerning the
allegation that President Donald Trump or-
dered military aid to Ukraine to be with-
held until his counterpart, Volodymyr Ze-
lensky, announced an investigation into
Hunter Biden, son of a Democratic presi-
dential front-runner, who served on the
board of a Ukrainian natural-gas firm.

These hearings may be the only time
that Americans will get to hear from those
who know most about the allegation. Re-
publicans control the Senate and will vote
on the rules governing a trial there. Unlike
public impeachment hearings for Richard
Nixon, these hearings are not designed to
uncover new information; the witnesses
have already testified in closed sessions.
They are designed to build a case for Mr
Trump’s impeachment, which means they
must meaningfully shift public opinion
about the president. That is not impossi-
ble, but neither does it look likely.
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A cynical strain of conventional wis-
dom says that nothing moves public opin-
ion of Mr Trump. That is not quite true,
though his approval rating moves in a nar-
rower band than those of past presidents. It
has alow ceiling in part because Mr Trump
has made so little effort to broaden his ap-
peal beyond his base. It has a high floor
partly because he has done an outstanding
job of cultivating that base, partly because
America is deeply polarised and because,
unlike in Nixon’s time, when Democrats
and Republicans read the same newspa-
pers and watched the same three main
news networks, partisans today get their
news from different sources, many of
which exist to confirm viewers’ biases.

But Mr Trump’s approval rating is not
entirely insulated from external events
(see chart on next page). It stood at around
45% when he was inaugurated. His first
few months generated ample headlines—a
chaotic cabinet-filling process, Michael
Flynn’s tenure as national security adviser
and the failure of the first travel ban—but
his rating did not decline until House Re-
publicans introduced the American Health
Care Act, their first effort to repeal Barack
Obama’s Affordable Care Act (ACA).

Over the next several months, Mr
Trump’s popularity had an inverse rela-
tionship with that bill’s viability. Whenev-
eritappeared to be dead, or dropped out of
the news cycle, his rating rose; when Re-

publicans revived their efforts to repeal the »»
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» ACA, his rating fell—dropping to 37% in
September 2017 when two Republican sen-
ators made a last-ditch repeal effort.

Prominent Republican opposition to
these efforts may have helped drive Mr
Trump’s ratings down. John McCain, a late
Republican senator from Arizona, voted
against the bill. This may have allowed Re-
publicans who liked Mr McCain to register
their disapproval, just as support for im-
peachment among Democrats rose once it
won the backing of Nancy Pelosi, the
House Speaker.

Two months after the last efforts to re-
peal the AcA failed, Congress passed, and
Mr Trump ultimately signed, a tax-cut
package that would have been favoured by
any Republican president. His approval
rating immediately improved. This could
be taken as a sign that Americans approved
of the tax cuts. But polls from the month
before the law’s passage suggest it was un-
popular. News coverage was intense in this
period but as it subsequently lessened, Mr
Trump’s approval rating increased.

By early 2018, Congress had grown less
ambitious, and Mr Trump’s approval rating
recovered. It nextdipped during the 2018-19
government shutdown, for which he
claimed responsibility, claiming that he
was “proud to shut down the government
for border security.” When the government
reopened, his rating recovered.

This pattern should discomfit Demo-
crats and traditional Republicans alike.
Democrats have long hoped that Mr Trump
would pay a price for his norm-breaking
behaviour. But sticking thumbs in the eyes
of allies while praising dictators, saying
there were “very fine people on both sides”
of amarch where white supremacists faced
off against protesters, spending taxpayer
funds at his hotels and separating families
atthe border all appear to have had little ef-
fecton his overall approval rating. The pub-
licappears to have processed them as parti-
san battles, and reacted accordingly.

Yet orthodox Republican policies, such
as cutting taxes and health care, could just

aswell dent the president’s approval rating.
Asacandidate, Mr Trump happily trampled
on Republican orthodoxies, promising to
protect voters’ Medicare and Social Securi-
ty while condemning the Iraq War—and
voters loved him for it. Since the midterms,
Republicans have passed no ambitious or-
thodox legislation, perhaps because Con-
gress is divided (though not all divided
Congresses have been as unproductive as
the n6th), or perhaps because Republicans
have realised that they are better off simply
letting Mr Trump be his norm-breaking
self, and earning credit with the White
House and the conservative base by public-
ly defending him.

Of course, Mr Trump is not the only one
whom impeachment puts under a micro-
scope. As one Republican strategist noted,
impeachment “puts the prosecutors on
trial every bit as much as the president.” In
1998, as Congressional Republicans pre-
pared to impeach Bill Clinton, voters went
to the polls. House Republicans lost five
seats—the first time since 1934 that the
party controlling the White House added
seats in a midterm—while Democrats won
unlikely governors’ races, such as Alabama
and South Carolina. Republicans were seen
as zealous. The inquiry into Mr Trump may
be more justified—focusing as it does on
the subversion of American policy, rather
than on lying under oath about an extra-
marital affair—but Democrats from swing
states and districts face a similar risk.

Since September 24th, when Ms Pelosi
announced the start of an impeachment
inquiry, Mr Trump’s approval rating has de-
clined by just two points. If the House votes
toimpeach Mr Trump, the Senate is unlike-
ly to remove him, whatever emerges over
the next two weeks. Majorities of voters in
swing states oppose removal. Unless a sig-
nificant share of elected Republicans break
with the president, that is unlikely to
change. And the more partisan the hear-
ings appear, the likelier voters are to pro-
cess them as only partisan, and back their
own team. W

Keep your government hands off my Obamacare
United States, net job approval* of Donald Trump, among all voters, percentage points
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Sealing criminal records

Clean slates, rich
states

CHICAGO
Why states are rushing to expunge
tens of millions of old criminal records

S A TEENAGER working at a Pennsylva-
nia theme park Keith broke the law. For
selling entry tickets on the side he was con-
victed of a third-degree misdemeanour.
That record has dogged him since. Prospec-
tive employers shun him, he says. Keith
has young children, and some schools
block those with a record from being chap-
erones on trips or coaching a sports team.
Before the internet and digitised data-
bases, Keith could have hoped that his in-
fraction would be forgotten once fines
were paid or time served. No longer. Firms
like InstantCheckMate, Truthfinder or Sen-
tryLink can dredge up records quickly.
State files are easily searched online at no
cost. Nine in ten employers, four in five
landlords, as well as mortgage-lenders,
universities and schools run such checks.
A bipartisan movement is under way in
states to do something about this. Last year
lawmakers from both parties in Pennsylva-
nia—nudged by an odd-bedfellows co-
alition of left-leaning activists, unions,
chambers of commerce, Koch Industries
and others—voted overwhelmingly to be
the first state to do so. In June it started
sealing over 3om records, and will soon be
finished. That spurred others. In March
Utah’s governor signed legislation to clean
old records automatically, probably 30,000
cases yearly, amid hopes of boosting the
supply of local labour. California enacted
an automatic clean-slate law last month.
That law does nothing to wipe old records,

butatleastallows for future expungement, »
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» from 2021, for arrests and less serious
crimes. Michigan is next on the list.

About 19m Americans have felony con-
victions. Millions more have been arrested,
charged or convicted for a misdemeanour.
Perhaps one-in-three adults, some
7om-100m people, have a criminal record
reckons the Centre for American Progress,
a think-tank. Researchers say that eight
years after someone has committed a viol-
ent offence, or four years after they have
committed a property one, they are no like-
lier than anyone else to break the law.

Old records impose a broad cost, skew-
ing labour markets by discouraging many
from job-seeking. An estimate in 2016 by
the Centre for Economic and Policy Re-
search, a left-leaning think-tank, suggest-
ed the exclusion of ex-felons—mostly
men—from job markets cost at least $78bn
yearly in missed gross domestic product.
States also miss out on tax revenues. Re-
searchers at the University of Michigan set
out the details in a paper in March that
matched criminal histories to statewide
wage- and jobs- data scraped from Michi-
gan’s unemployment insurance scheme.
They showed that sealing someone’s re-
cord coincides with a 13% better chance of
getting a job within a year. Wages rise on
average by 25% in two years and the poorest
gain most. Recidivism was low.

A puzzle was why, despite such gains, so
few petition to clear their names says Gra-
ham Filler, a Republican state representa-
tive in Michigan. Just 6.5% of those eligible
(afteraspell of staying clean) expunge their
record within five years. Fewer than 3,000
Michiganders do so yearly, from an eligible
pool of at least 500,000. The answer is
clear: it is a tedious process that can take
nine months and may cost $2,000 in legal
fees. For someone who has stayed clean for
years, it also feels shameful to return to re-
submit fingerprints and paperwork. “You
don’t want to run back to the courtroom,”
says Mr Filler. Other states can be worse. In
Utah it can take two years to seal a record.

Much better, therefore, if public records
could be wiped automatically. Technically
that's easy. Groups like Code for America
help to plug relevant software to states’ da-
tabases. Politically it is becoming possible
too. This month in Michigan several bills
sponsored by Mr Filler passed its assembly,
with broad cross-party support. They
should be law within months, making
more crimes eligible to be expunged and
implementing automation for old records
from early 2022. Others including Louisi-
ana, New York, North Carolina and Wash-
ington will probably opt to go automatic in
the coming months. Some, like Illinois,
that are legalising marijuana are at the
same time enacting automatic clean slates
forsome drug convictions. Congress is also
likely soon to consider clean-slate bills for
federal records.

Why the bipartisan rush for reform?
Polls suggest 70% of voters like clean-slate
efforts, and both parties want ways to
shrink prison populations. An activist who
campaigned for this for years says Republi-
cans mostly seek economic gains from a
bigger workforce, while Democrats talk of
social fairness and not criminalising pov-
erty. Happily, the same policy suits both.

More broadly, states fret about putting

United States

up economic and other barriers for so
many Americans with records. In recent
years 35 states and over 150 cities have
passed “ban-the-box” laws that forbid
some employers (mostly in the public sec-
tor) asking job applicants about criminal
records untillate in the hiring process. Will
such changes and Pennsylvania’s new law
help Keith? He believes so, vowing he will
“show everyoneIcanadvance”. &

The economy

Inverse psychology

WASHINGTON, DC

A recession-predicting omen sounds the all-clear. Sort of

HAT DO YOU get when you subtract the
\;V yield on short-term government
bonds from that on longer-dated ones? A
powerful economic omen, if recent history
is any indicator. Around a year before each
of the past three recessions the yield
curve—which shows the return on govern-
ment bonds from very short durations to
very long ones—inverted. In July 2000, for
instance, the yield on ten-year Treasury
bonds dropped below that on three-month
Treasury bills; by March 2001 the American
economy had sunk into recession (see
chart). When the same thing happened in
March this year, alarm bells rang across
corporate boardrooms and political cam-
paigns. When the inversion deepened over
the summer, traders and pundits began to
speak of recession as a real possibility.
Now, however, the curve has righted it-
self. From mid-October, long-term bond
yields rose back above short ones (a move
accompanied by other bullish financial-
market signs, like rising stocks). Market-
watchers are asking: was that a false alarm?
Few economists think a yield curve in-
version itself causes a slowdown. The link
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between the two has more to do with the ef-
fect of monetary policy on both. Short-
term bond yields go up when the Federal
Reserve raises its policy rate to keep the
economy from overheating. Adrop inlong-
term yields often occurs when markets ex-
pect slower growth ahead: a sign that the
Fed has tightened a step or two too many,
hitting the brakes hard enough to drag the
economy into recession.

This time around, the Fed seemed to
take the omen seriously. Over the course of
2019 it has first abandoned plans to keep
raising rates (which had been going up
since 2015), then cut its policy rate three
times, reducing the effective rate from
2.4% 01 s0 t01.55%. The yield curve was not
the only thing on the mind of its chairman,
Jerome Powell: cuts were also a response to
a deepening slowdown in manufacturing
and a plateau in the growth rates of prices
and wages. But the central bank nonethe-
less responded faster and more fiercely to
an inversion than it usually does. If rate re-
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Extreme broadcasting

SAND POINT, ALASKA
Budget cuts in places that rely on public radio lead to dangerous ingenuity

ROM THE top of the KSDP radio tower,
F 200 feetin the air, station manager
Austin Roof could see nearly all of Popof
Island, a scrap of tundra surrounded by
sea at the base of the Aleutian chain. But
the picturesque view was not what he
was thinking about as 25-mile-per-hour
winds bellowed in his ears. “It was blow-
inglike a son of agun,” he said. The lines
he was hoping to use to hoist a 75-pound
antenna to the top of the tower were
flying out of reach. Sand Point, a village
of about1,000 and the island’s only
settlement, lay below him. “I don’t get
paid extra for this,” he thought.

In a remote, coastal village like Sand
Point, the radio station provides a crucial
service, and not just because it broad-
casts reports from the commercial fish-
ing industry—the community’s bread
and butter—as well as games (home and
away) of the high-school basketball
team, the local pride and joy. The station
is responsible for sending out emergency
advisories, which are particularly impor-
tant here along the Pacific Ring of Fire,
one of the most seismically active places
on Earth. Over the past five years the
Aleutian Islands have experienced three
tsunami alerts.

In recent years, as state funds in
Alaska for public radio have dwindled,
the three-man crew at Sand Point’s radio
station has had to take drastic measures:
they have been trained in tower climbing
and rescue so they can perform mainte-
nance on their1980s-era, 20-storey radio
tower. Otherwise, Mr Roof explained,
they would have to spend $5,000 to geta
technician out to the village every time
something comes loose.

Since getting trained about four years
ago, Mr Roof estimates he and his staff
have carried out $100,000-worth of
tower maintenance. Ata time when
America is in need of trusted—and local-

» economy from recession, then Mr Powell,
by reacting promptly to the yield-curve
omen, may have actually weakened its pre-
dictive power. Few workers, or presidents,
are likely to complain.

But the coast is not yet clear. The Fed
might yet seize defeat from the jaws of vic-
tory. Rather than recognising its own suc-
cess, it could interpret the un-inversion of
theyield curve, and the absence (so far) ofa
downturn, as a sign that the original omen
was a false alarm. Were a new round of
headwinds to threaten the American econ-

Don't touch that dial

ly minded—sources of information, this
characteristically Alaskan, shoestring
approach is helping keep an outpost of
broadcasting alive. But even with DIY
tower upkeep, Mr Roof recently cut staff
hours and salaries, including his own, to
make ends meet.

Last summer exceptionally hot, dry
conditions whipped up wildfires across
Alaska, prompting public radio stations
to work round-the-clock to provide
updates on road closures and evacua-
tions. In a video announcement, Go-
vernor Mike Dunleavy advised Alaskans
to “stay tuned to the radio so you can get
emergency updates”. Less than two hours
later the governor, a devotee of the aus-
terity schemes, vetoed all state funding
for public broadcasting.

omy and re-invert the curve, the central
bank might wrongly dismiss the signal and
under-respond, thus bringing on the fore-
told recession.

It could also be that the slump that was
predicted still looms ahead. Less than a
year has gone by since the yield curve first
inverted. Perhaps more important, each of
the past three pre-recession inversions re-
versed themselves before the ensuing
downturn began. So while financial mar-
kets are celebrating a bullet dodged, the
bullet may still be on its way. B
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History in the Mississippi Delta
Memories of
Emmett Till

GRABALL LANDING, MISSISSIPPI
Racism versus commemoration in one
of America’s poorest regions

N THE MORNING of November 2nd, six

white men and two women, dressed in
uniforms of dark tops and khaki trousers,
gathered on the east bank of the Talla-
hatchie river in the Mississippi Delta. One
carried the flag of a group called the League
of the South, which advocates for “Anglo-
Celtic” supremacy. Its founder, Michael
Hill, said: “We are here at the Emmett Till
monument that represents the civil-rights
movement for blacks. What we want to
know is: when are all of the white people
over the last 50 years that have been mur-
dered, assaulted and raped by blacks going
to be memorialised?”

This is not the first time that the spot,
which is near the point where, in 1955, the
mutilated body of an African-American
boy named Emmett Till was pulled from
the waters, has attracted racist protests.
The monument is the fourth marker on the
riverbank. The others have been stolen,
thrown in the river, replaced, riddled with
bullet holes, cutdown, replaced again, shot
up again and replaced for a third time. Be-
cause of the vandalism, the new memorial,
erected two weeks before the protest,
weighs 500 pounds and is made of rein-
forced steel covered in bulletproof glass. It
is also surrounded by security cameras.
When the cameras picked up the protest
and triggered an alarm, the protesters ran
away. The event was widely reported as
showing that racism still bedevils the com-
memoration of civil rights in the Deep
South. That is true. But there is more to the
story than that.

Within a 20-mile radius of the memori-
al at Graball Landing (named after a dock
for unloading goods) are over two dozen
places associated with Emmett Till’s final
days. Theyincludea museum, two restored
buildings, a park and nature trail (now
overgrown) and a community centre. Pov-
erty, denial, indifference, local rivalries
and greed, as well as racist violence, have
all beset these commemorations of Em-
mett Till, and muted the racial reconcilia-
tion that public acts of remembrance are
intended to bring about.

Twenty miles downstream from Graball
Landing stands Bryant’s Grocery and Meat
Market, a shop in the village of Money. It
was here, on the evening of August 24th
1955, that Till, a 14-year-old from Chicago
who was visiting his uncle, wolf-whistled
at a white shop assistant, Carolyn Bryant.

She claimed in court that he had proposi- »
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» tioned and assaulted her, though many
years later she said that was untrue. Out-
side the shop stands a roadside sign which
says Bryant’s Grocery marks the first stepin
a sequence of events that was to lead to
Till’s torture, murder and the American
civil-rights movement itself.

Paradoxically, putting up the sign con-
tradicts the stance taken by lawyers acting
for the Till family at the time. In court, they
tried to suppress the episode at the grocery,
fearing (rightly, it turned out) that Mrs Bry-
ant’s story would be taken by the all-white
jury as evidence that Till had broken one of
the sexual taboos of the south.

The condition of the building is testi-
mony to a continuing reluctance to con-
front that historic racism. Bryant’sisaruin.
Hurricane Katrina tore the roof off in 2005.
The shop front and rafters had collapsed by
2010. A “disgrace” to the local community,
said one visitor who offered to buy the site.

Its neglect stands in sharp contrast to
the building next door: Ben Roy’s gas (pet-
rol) station. Whereas Bryant’s has been left
to rot, the gas station has been lovingly re-
stored with a grant from the state of Missis-
sippi to something like its condition in the
1950s. The garage has no connection with
the events of Emmett Till's murder but res-
toration was justified on the specious
grounds that people may have sat on the
porch discussing it (which is unlikely: lo-
cals ignored the story for decades). The
contrast between Bryant’s and Ben Roy’s,
argues Dave Tell of the University of Kansas
and author of a new book, “Remembering
Emmett Till”, shows that, in the Delta, it is
easier to commemorate the charm of rural
nostalgia than the ugly facts of lynching.

Both buildings and the village of Money
have been bought by the Tribble family, de-
scendants of one of the jurors who acquit-
ted Emmett Till’s killers. Over the years,
they have rejected a stream of offers to re-
store Bryant’s. At the moment, according to
Jerry Mitchell of the Clarion-Ledger, a Mis-
sissippi newspaper, they are trying to get
the National Park Service to buy the ruin for
$4m, but that is many times its value and
the park service rarely buys properties. In
2018, surveying the wreck, a relative of Em-
mett Till said of the Tribble family “they
justwant history to die.”

They are not the only ones. The state of
Mississippi has done little to keep Till’s
history alive. Commemoration has been
lefttoalocal group, the Emmett Till Memo-
rial Commission (ETMC), founded in 2006
with the aim of using commemoration to
promote racial reconciliation; it has nine
black and nine white board members.
Lacking money or statewide influence, it
has had to raise cash however it can. In
practice, that has meant accommodating
historical accuracy to other requirements.

Emmett Till was killed by Mrs Bryant’s
husband, Roy, two half-brothers, JW. and

Leslie Milam, a brother-in-law, Melvin
Campbell, and at least three other men.
They beat the 14-year-old literally to a pulp
before gouging out one eye with a penknife
and shooting him. The photograph of his
mutilated face turned the killing into a
cause célebre in Chicago, where the picture
was published. Roy Bryant and JW. Milam
were arrested and acquitted at a trial in
Sumner, 30 miles north of Money. To add
insult to barbarity, they admitted they had
killed Till in a magazine, Look; they were
paid $3,150 for the story.

Contested connections
In 2006 the courthouse where their trial
took place was dilapidated and its restora-
tion became the first test of the ETMC’s abil-
ity to use other aims to advance its goals of
commemoration and racial reconciliation.
These mixed aims caused problems from
the start. “All of the blacks”, said one com-
missioner, “focus on how horrible the
crime was, and the need for acceptance of
responsibility.” A white member said “we
see this Till thing as a way to get funds to re-
store the courthouse.” The building has
been beautifully restored and is still work-
ing. The ETMC offered an apology to the Till
family on behalf of the county. But the in-
terpretative centre, which was supposed to
teach about the murder and reconciliation,
isadusty shell, itselfin need of restoration.
It is a similar story at Glendora, a small
town 16 miles south, which has by far the
largest collection of memorials, including
an Emmett Till museum. They reflect the
efforts of the long-serving mayor, Johnny
B. Thomas, to bring business to his pover-
ty-stricken town. Glendora is one of the
poorest towns in the impoverished Delta
(“our Haiti,” says one local). There is even
an NGo, Partners in Development, devoted
to combating poverty in Haiti, Guatemala,

“nat 1o bury

- e

A memorial marred by hate

o 9 Tha beody

United States

Peru—and Glendora. In 2009 the Missis-
sippi Development Authority sent a team
of economists to the town. After describing
it as a place with “no hope”, they said its
only viable asset was civil-rights tourism.
Mr Thomas enthusiastically set about pro-
viding sites for the hoped-for visitors.

The Till museum was financed using
money from the us Department of Agricul-
ture meant for rural broadband services in
rural areas. The redirection of funds may
perhaps be justified: Glendora has no
broadband but the museum is still going.
The trouble is that the town has so little to
do with Till’s history. One of the murderers
lived there, but his house disappeared de-
cades ago. The town’s other claimed con-
nections—that Till’s body was thrown into
theriver there, weighed down by a chunk of
farm machinery from a local factory tied
round his neck with barbed wire—have not
withstood scrutiny. Efforts to enroll Glen-
dora’s museum on America’s National Reg-
ister of Historic Places have been rejected.
To judge by the number of memorials,
Glendora was the birthplace of the civil-
rights movement. In reality, these sites re-
flect Mr Thomas’s efforts to combat the
poverty of his town.

The lynching of Emmett Till did help
launch the civil-rights movement in Amer-
ica. A later black leader, the Rev Jesse Jack-
son, said Rosa Parks, the first lady of civil
rights, had told him that she refused to give
up her bus seat to a white man, precipitat-
ing the first large protests against segrega-
tion, because “I thought of Emmett Till and
couldn’t go back”. To reflect this national
significance, Patrick Weems, the executive
director of the ETMC, wants the National
Park Service to take over the sites. Local ef-
forts have run up against multiple pro-
blems. But they testify to the refusal of Em-
mett Till to go away. &
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The love-in between Donald Trump and Recep Tayyip Erdogan is crippling the US-Turkish alliance

O ONE KNOWS why President Donald Trump is so fond of auto-
N crats—including his “friend” Muhammad bin Salman, “highly
respected” Viktor Orban, beloved Kim Jong Un and of course Vladi-
mir “so highly respected” Putin. But there is little doubt his predi-
lection has turned out better for the strongmen than for America.

Compared with subjugating a country, handling Mr Trump is
not hard. The autocrats quickly realised the president wants a spe-
cial rapport with them more than almost any policy outcome. That
is why Abdel-Fattah al-Sisi—Mr Trump’s “favourite dictator”—felt
able to pull Egypt out of the administration’s main Middle Eastern
gambit, its so-called “Arab NATO”, a day after visiting the White
House. Itis why even XiJinping, at the rough end of Mr Trump'’s ta-
riffs, has received a few plums, such as the president dismissing
pro-democracy protests in Hong Kong as “riots”. Yet no foreign
leader has taken more skilful advantage of Mr Trump’s soft spot
than his guest in Washington this week, Recep Tayyip Erdogan.

Even before he persuaded Mr Trump to abandon the Syrian
Kurds last month, Mr Erdogan was responsible fora serious deteri-
oration in American-Turkish relations. Angered by Barack
Obama’s failure to intervene more forcefully against his enemy
Bashar al-Assad, among other grievances, the Islamist leader re-
fused to take strong action against the jihadists crowding across
Turkey’s southern border to join Islamic State. When the Obama
administration backed another of his enemies, the Syrian Kurds,
against thejihadists, Mr Erdogan looked for other ways to hit back.

He has strained Turkey’s relations within NATO and pushed it
further away from the European Union. He has embraced Ameri-
ca’s regional adversaries, Iran and Russia, from which Turkey has
boughta missile-defence system that could give Mr Putin access to
NATO military secrets. Lest America miss the hint, Mr Erdogan’s
bodyguards roughed up journalists outside the venerable Brook-
ings Institution during the Turkish leader’s last call on Mr Obama,
in 2016. During his first call on Mr Trump, they launched a more vi-
cious assaulton anti-Erdogan protesters and American police offi-
cers that left blood on the pavement outside the Turkish ambassa-
dor’s residence in Washington. Already alarmed by Mr Erdogan’s
democratic backsliding, Congress, the Pentagon and State Depart-
ment were appalled. Many questioned whether Turkey was still

the crucial democratic Muslim ally, and “window onto the Middle
East”, that Mr Obama and his predecessor George W. Bush saw it as.

Yet Mr Trump, subject to an unrelenting charm offence by Mr
Erdogan, declared the two countries “as close as we've ever been.”
Beyond his usual regard for strongmen, he perhaps noted the
many coincidences between himself and Mr Erdogan. Both are
populists with a flair for stirring up religious conservatives. Both
are fixated on interest rates and the “deep state” (a phrase that orig-
inated in Turkey). Both mix politics, family and business. Both
have promoted a son-in-law—in Mr Erdogan’s case his finance
minister, Berat Albayrak—over two less able businessmen-sons.

Mr Erdogan’s approach stressed these similarities, with Mr Al-
bayrak contacting Jared Kushner via a Turkish business partner of
Mr Trump’s. Some suspect there may be more than national inter-
ests at stake. Mr Trump had investments in Turkey (and claimed to
have a “little conflict” of interest there) before he became presi-
dent. It seems equally possible Mr Erdogan has endeared himself
to the president merely by making the bilateral relationship feel
like a mano-a-mano business one, with no side-deals involved.

Mr Trump, who calls the Islamist a “hell of aleader” and “friend
of mine”, has deferred legally mandated sanctions on Turkey for
its Russian missile-defence deal. His administration has also de-
layed penalising a Turkish bank for sanctions-busting in Iran. And
the more anger this has stirred in Washington, among Elizabeth
Warren, Mitch McConnell, in fact almost everyone outside the
president’s family, the more vindicated Mr Trump seems to feel.
He considers squealing from the Washington establishment an
end initself—and MrErdogan has egged him on. “The us hasan es-
tablished order that we can call a deep state—of course they are ob-
structing,” Turkey’s president lamented.

Mr Erdogan’s mastery of Mr Trump was even clearer over the
Syrian Kurds. In demanding America step back while his troops
pushed them from his border, he appealed to Mr Trump’s inchoate
desire to withdraw from Middle Eastern wars. Yet the us-backed
Kurdish operation in north-eastern Syria was a textbook example
of America not exposing its troops to a necessary war. The Kurds
were doing the fighting on its behalf. That is a role Turkish troops
might have been expected to fill; yet Mr Erdogan considered Islam-
ic State a lesser enemy than Mr Assad or the Kurds.

Mr Trump’s abandonment of the Kurds was an equally textbook
blunder. It has empowered Mr Assad and Russia, with whom the
Kurds have made a desperate alliance. It has made America look
fickle and weak. It will lead to no significant withdrawal of Ameri-
can forces. It was also unnecessary, because American envoys
were already hatching a plan to move the Kurds back from the
Turkish border. And it has further aggravated anti-Turkish feeling
in Washington—as shown by the House of Representatives’ vote to
recognise the Ottoman empire’s onslaughtagainst Armenians asa
genocide and sanctions bills against Turkey in both chambers.

This seems to have constrained Mr Trump’s largesse to Mr Erdo-
ganabit. Though he showered him with endearments at the White
House this week, he did not promise the sanctions’ let-off Mr Erdo-
gan craves. His restraint may be brief—with Mr Trump’s Republi-
can critics about to switch to defence mode as his impeachment
looms. Yet the mutual resentments unleashed by Mr Erdogan’s
grandstanding and Mr Trump’s pandering will in any event be en-
during. At every level beneath the presidency, America and Turkey
have turned away from each other, even as the foundations of their
alliance, NATO, the EU and American ambitions in the Middle East,
are being eroded. It is not certain they can be turned back. m
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Bolivia

Rainbow resignation

LA PAZ

Evo Morales leaves a dangerously divided country

Y NOVEMBER 12TH, two days after Evo

Morales abruptly quit as Bolivia’s presi-
dent, a tense calm had settled on La Paz, the
administrative capital. The streets were de-
serted. Buses and cable cars were idle. Most
residents stayed indoors. The army was in
control of the streets. But the Iull did not
last. On the following day violence broke
out again in several regions, including La
Paz. At least ten people have died in unrest
leading up to and following Mr Morales’s
decision to step down.

The renewed violence was a response to
the naming of an interim president, Jean-
ine Afiez, who until Mr Morales’s resigna-
tion was the highest-ranking opposition
politician in congress as the senate’s sec-
ond vice-president. She has appointed a
cabinet and promised to hold fresh elec-
tions soon. Much depends on whether
these are accepted as legitimate by the mil-
lions of Bolivians who still revere Mr Mo-

rales. The signs so far are ominous.

Mr Morales fell because he took rever-
ence for granted, and imagined it to be
more widely shared than it is. Elected Bo-
livia’s first president of indigenous origin
in 2005, he expanded the rights of indige-
nous people and used money from sales of
the country’s natural gas to reduce poverty.
Before he became president, “poor people
like us could never be more than a maid,
driver or gardener”, says Lilian Peralta, who
works in an electronics shop in La Paz.
Such sentiments helped him win re-elec-
tion twice.

But as it became clear that Mr Morales
intended to remain president, with almost
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unchallenged power, perhaps for life, Bo-
livians balked. Ina referendum in 2016 they
rebuffed his bid to run again for re-election
in defiance of the constitution he had in-
troduced. The constitutional court, which
was by then an appendage of the presiden-
¢y, said he could run anyway.

When the election was finally held last
month, he was declared the winner. He
avoided a run-off vote against Carlos Mesa,
his closest rival, by just 35,000 of the 6.1m
valid votes cast. His party, the Movement to
Socialism (MAS), maintained its majority
in congress. But suspicions of fraud arose
even as votes were being counted. Mr Mo-
rales’s decisive lead appeared after a myste-
rious suspension in the publication of re-
sults. Tens of thousands of people, both for
and against the president, took to the
streets across Bolivia. An anti-Morales
“civic strike” shut down Santa Cruz, Boliv-
ia’s biggest city.

Mr Morales tried to restore calm, first by
inviting the Organisation of American
States (0AS) to audit the election results.
Then, when the 0As team reported evi-
dence of fraud, he promised new elections.
That did not placate protesters. Police said
they would nolonger obey their command-
ers’ orders. On November 10th Williams
Kaliman, the commander of the armed

forces, suggested that Mr Morales step M

The Economist November 16th 2019 il



32 The Americas

» down so that “peace can be restored and
stability maintained”. Until then, the army
had been a “strong bastion of defence” for
the president, notes Franklin Pareja, a po-
litical scientist at San Andrés University in
La Paz. His authority gone, Mr Morales flew
to Mexico, which granted him asylum.

The stability that General Kaliman
hopes for will be hard to achieve. Mr Mo-
ralesis not helping. He called his departure
a “civic, political and police coup”, adding,
“My sinis being indigenous, aunion leader
and a coca farmer.” As he departed for Mex-
ico, he promised in a tweet to “return with
greater strength and energy”.

That night his supporters burnt houses,
businesses and buses in La Paz. The next
day thousands marched through El Alto, a
neighbouring city, waving the wiphala, the
indigenous rainbow flag, and chanting,
“Yes, now, civil war!” Pro-opposition riot-
ers reportedly ransacked Mr Morales’s
house in Cochabamba in central Bolivia.
Videos appeared of police officers ripping
the wiphala off their uniforms.

Bolivia’'s new leaders risk inflaming
such divisions. Ms Afiez, a conservative
from the department of Beni in the north-
east, is now posing for photos with indige-
nous people. But she has provoked them in
the past. Recently she tweeted a photo of
people wearing indigenous dress along
with jeans and tennis shoes. She com-
mented: “Natives??? Look!”. Some people
took that as a derisive questioning of their
ethnic authenticity.

Although she was nextinline to be pres-
ident after the most senior MAs officials
quit, congress did not ratify her appoint-
ment. The MAS boycotted the session of
congress that was summoned to install her,
depriving it of a quorum. It did not ratify
Mr Morales’s resignation for the same rea-
son. The constitutional court, which had
blessed Mr Morales’s run for re-election,
came to Ms Afiez’s rescue. Her assumption
of the presidency was legal, it ruled, be-
cause Mr Morales had fled and order need-
ed to be restored. MAS legislators have said
they will vote to “nullify” her appointment.

Perhaps more powerful than the inter-
im president is Luis Fernando Camacho,
the leader of Comité pro Santa Cruz, the or-
ganiser of the Santa Cruz strike. Heisadivi-
sive figure. He initially called on all MAS
legislators to resign, and proposed that a
“transition junta” drawn from society,
which the constitution does not provide
for, run the interim government. Now he
backs Ms Afiez. A fervent Catholic, Mr Ca-
macho declared in the presidential palace
vacated by Mr Morales that “the Bible has
re-entered” the building. Some of his fol-
lowers believe that the ex-presidentis anti-
white. Mr Camacho has lately sought to
heal such rifts by urging Bolivians to re-
spect the wiphala.

Much as Mr Camacho may wish it, Mr
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When “si”’ means “we’ll see”

MEXICO CITY
Why so many guests do not show up for weddings

EXICAN WEDDINGS are big. At mid-

dle-class nuptials a 500-name guest
listis not unusual. In the United States
the average is 140, according to the Knot,
awedding-planning website. But a typ-
ical Mexican boda is smaller than it
might be. Many guests do not turn up
even after they have said they will. Some-
times two-fifths of them are no-shows,
says Cecilia Lara, a caterer in Zacatecas, a
state in central Mexico. Some cancel
days, or even hours, in advance—too late
to change the booze and food order.

It seems to be a matter of culture.
When Americans marry in Mexico the
attrition rate is much lower, says Diego
del Rio, who plans weddings for Mexican
and American couples. Last-minute
cancellations are almost unheard of.

Why is Mexico’s dropout rate so high?
Long guest lists are part of the problem.
They mean that Mexicans can get two
dozen wedding invitations a year. At-
tending them all would be costly. Social

- - -

Standing up to cancel culture

Morales’s resignation does not mean that
the MAs is going away. “These people are
forgetting that the MAs is the largest politi-
cal force in the country,” says the mayorofa
town in a rural part of southern Bolivia. He,
like other MAs officials, says opposition
supporters have threatened him.

Mr Mesa, the runner-up in the presi-
dential election, believes that Bolivia
needs agreement between the MAs and the
opposition on how to restore democracy.
He hasurged maAslegislators to help choose

convention plays a part. Americans
normally break the bad news quickly,
says Mr del Rio, but that is not the Mex-
ican way. Instead, the practice is to ac-
cept, and then find some excuse (car
crashes and absent nannies are popular)
or simply not turn up. A woman who
organised her mother’s weddingin
Oaxaca says the bride’s best friend can-
celled on the morning of the event. Her
reason: “new circumstances”.

César Félix-Brasdefer, of Indiana
University, has found similar contrasts
between Mexican and American behav-
iourin other situations. In one study
students from both countries acted out
how they would refuse a request from a
professor that they enroll in a class.
Americans were more likely simply to
say no. Mexicans used more “indirect”
language, says Mr Félix-Brasdefer. He
thinks Mexican culture prizes warmth
and a sense of connectedness in social
relations, and so discourages bluntness.

Mexico’s writers have sought to un-
derstand this trait. In “Instructions for
Living in Mexico”, Jorge Ibargiiengoitia,
who died in 1983, described his country-
men’s habit of deferring bad news until
the last possible moment. Octavio Paz,
Mexico’s greatest poet, wrote that even in
a quarrel, Mexicans prefer “veiled ex-
pressions to outright insults”.

Saying no is especially hard when the
bride and groom ring up a week or two
before the nuptials to ask if a guestis
coming. When wedding planners are
involved, they make those calls and get
more honest answers. “If we ask them,
they might tell us no,” says Ms Lara, who
plans weddings as well as catering for
them. “If the bride does it, they probably
won’t.” Paz and his first wife, Elena Garro,
avoided all this awkwardness. They wed
in such haste that just four other people
were at the ceremony. Alas, the marriage
was nota happy one.

a new electoral tribunal, which would help
legitimise the forthcoming elections.
Without such forms of co-operation be-
tween foes and friends of Mr Morales, un-
rest may continue, warns Maria Teresa Ze-
gada, a sociologist at San Simén University
in Cochabamba. Although the protests
started with the people, it is now up to poli-
ticians to come up with ways of ending
them peacefully, she says. Leaving the pur-
suit of a solution to angry Bolivians on the
streets “will lead to a tragedy”. ®
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Communal relations in India

Ram rod

AYODHYA

The courts transfer a flashpoint from Muslims to Hindus

TWAS Adecision thathad been decadesin

the making, yet was still a messy fudge.
On November 9th India’s Supreme Court
granted Hindus possession of a site in the
city of Ayodhya that is claimed as the birth-
place of Rama, an incarnation of the god
Vishnu. A 16th-century mosque had stood
there until a fanatical mob demolished itin
1992, sparking a decade of sporadic nation-
wide violence that left several thousand
dead, most of them Muslims. The court
called the demolition “an egregious viola-
tion of the rule of law”. It also fulfilled the
mob’s goals by ordering the government to
create a trust that may build a Hindu tem-
ple on the site. Muslims are to be compen-
sated with land nearby for the construction
of areplacement mosque.

Fears that the verdict would spark re-
newed violence had prompted schools and
offices to close in parts of northern India,
amid security precautions that included
colossal police deployments, instructions
to media to avoid incitement and the sus-
pension of the internet in parts of the

country. Politicians of all stripes, as well as
spiritual leaders of both faiths, called for
calm and acceptance of the court’s verdict.
But simple exhaustion with the dispute,
which has festered for nearly as long as In-
dia has been independent, may have been
the main reason for the generally muted
public response.

It helped, too, that the five judges on the
Supreme Court bench ruled unanimously.
Aside from offering five acres (two hect-
ares) of land in compensation for the 2.8
lost, their ruling gave solace to Muslims
through the indignant language it used to
describe the destruction of the Babri Mas-
jid. That may inject some energy into the
separate criminal trial of Hindu nationalist
leaders charged with provoking the attack
on the mosque, which has lingered in low-
er courts for decades.

Zafaryab Jilani, a lawyer for the Muslim
plaintiffs, said they would respect the rul-
ing, but were “not satisfied” and noted
“several contradictions” in the judges’ log-
ic. Itis hard to understand why the Muslim
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charity that ran the mosque before its de-
molition would not be considered the
owner of the land on which it stood. “The
court seems to set great store in a lack of
documentary evidence that prayers were
held in the mosque before 1857, yet finds no
trouble in the lack of evidence that any
Hindu services were held there, either,”
says a lawyer who prefers to remain anony-
mous, owing to the sensitivity of the case.
Commentary on social media has been less
circumspect. “Possession is nine-tenths of
ownership, but demolition is the whole
thing,” read one sarcastic tweet. “Realised
today that ‘If you break it, you own it" ap-
plies outside of retail as well!” another dis-
gruntled netizen quipped.

Most Indians, however, seem broadly
relieved that the saga has finally come toan
end. Shekhar Gupta, an experienced and
canny commentator, described the ruling
as “wonderfully nuanced” and predicted it
would put the controversy to rest. The op-
position Congress party welcomed the
court’s judgment. It not only opens the way
for construction of a temple, said Randeep
Surjewala, a party spokesman, butalso pre-
vents the ruling Bharatiya Janata Party (BJP)
and its Hindu chauvinist allies from seek-
ing to capitalise on the issue any more.

Perhaps, but for now prime minister
Narendra Modi and his party are basking in
satisfaction. The promise to build a giant
temple at the purported site of Lord Rama’s
birth has been a rallying cry for Hindu na- »
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» tionalists since the 1980s, and a fixture of
the BJP’s election manifestos since 1996.
Having won a second five-year term in May
by a landslide, Mr Modi has fulfilled a
string of promises to his Hindu nationalist
base, including splitting Jammu & Kash-
mir, India’s only Muslim-majority state,
into two parts, and stripping it both of its
special status under the constitution and
of statehood.

Will this triumphant end to the BJjP’s
long crusade now allow the prime minister
to focus on more pressing issues, such as a
faltering economy? And will it cool the fer-
vour of Hindu extremists enough to soothe

communal relations, which have grown in-
creasingly strained under Mr Modi? Some
Hindu hardliners are already pushing for
more, claiming that other mosques, and
even perhaps the Taj Mahal, the famous
tomb of a Muslim emperor and his wife, are
built atop ancient temples. Happily, the
likelihood of mobilising a large chunk of
Hindu opinion in support of a fresh agita-
tion is probably limited. The campaign to
demolish and replace the Babri Masjid be-
gan 70 years ago with the surreptitious
planting of a Hindu idol in 1949. The ensu-
inglifetime of strife is nota price that many
Indians will be willing to pay again. &

Electoral districts in Japan

Self-reinforcing bias

TOKYO

Demography helps keep the legislative map favourable to the ruling party

HE ELECTION inJuly for the upper house

of Japan’s parliament was “remarkably
unfair”, Kazuhiko Tomita, a judge on the
northerly island of Hokkaido, ruled in Oc-
tober. Worse, it was held in a “state of un-
constitutionality”. He was referring to Ja-
pan’s severe malapportionment—the
division of the country into legislative dis-
tricts with widely differing populations.

In Miyagi there are almost 976,000 reg-
istered voters for every member the prefec-
ture sends to the upper house of the Diet, or
parliament. In Fukui prefecture, the equiv-
alent figure is below 326,000. That means,
in effect, that voters in Fukui get three
times more representation in the upper
house than their counterparts in Miyagi.
The discrepancies in the lower house are

The grass is greener for rural voters

not quite as bad. The most populous dis-
trict, in Tokyo, has only twice the voters of
the least populous, in Tottori, a largely ru-
ral prefecture on the west coast.

Japan’s constitution is a little woolly on
how districts are tobe drawn up. It gives the
authority to do so to the Diet itself, but
states, “All of the people are equal under the
law” and “There shall be no discrimination
because of race, creed, sex, social status,
family origin, education, property or in-
come.” Campaigning lawyers have repeat-
edly used these clauses to challenge mal-
apportionment in the courts. Hidetoshi
Masunaga leads the group that brought the
casedecided last month in Hokkaido. As he
observes, “One man, 0.5 votes” is not exact-
ly democratic.
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The courts have repeatedly ruled
against malapportionment, although they
typically decline to throw out the results of
elections held with skewed maps. Instead,
judges have established a principle that the
biggest constituency in the lower house
should have no more than double the vot-
ers of the smallest. The maximum discrep-
ancy in the upper houseis 3:1.

The Diet has repeatedly adjusted dis-
trict boundaries in an attempt to conform
to this rule. But lawmakers have been re-
luctant to abandon the idea that there
should be at least one member in both
houses from each of Japan’s 47 prefectures.

Apportionment is a problem in many
democracies. America’s constitution allots
two senators to each state, regardless of
population, meaning that Wyoming has a
senator for every 290,000 residents, versus
one for every 2om Californians. In Malay-
sia, the biggest district in parliamentary
elections last year had eight times the pop-
ulation of the smallest. Moreover, the dif-
ference in Japan has narrowed markedly
since the courts began to weigh in. The ra-
tio between upper-house districts used to
beasmuchas 6:1, says Taku Sugawara of the
University of Tokyo.

But in Japan malapportionment is par-
ticularly persistent and severe because of
the country’s unusual demography. Big cit-
ies such as Tokyo continue to grow, even as
the population as a whole shrinks. Some
rural prefectures are losing people atan in-
creasing rate.

The disparities in population will again
exceed the limits set by the courts by the
time the next election comes around, says
Kenneth McElwain of the University of To-
kyo. Hokkaido’s population is projected to
shrink by a third in the next two decades.
Three-quarters of its municipalities could
disappear in the coming years, according
to the Japan Policy Council, a think-tank. It
ishuge, accounting for20% of Japan’s terri-
tory, but only 4% of its population. Its MPs
will end up representing ever larger dis-
tricts. That will mean less contact with vot-
ers, who will already be feeling left behind
by demographic change.

Moreover, the rapid shrinking of the ru-
ral population means that each new elec-
toral map quickly becomes biased in favour
of relatively elderly and conservative dis-
tricts in the countryside, at the expense of
big cities. That benefits the ruling Liberal
Democratic Party, which is strongerin rural
areas than urban ones. It dominates the
Diet, and its MPs have naturally been reluc-
tant to embrace wholesale electoral re-
form. That, says Mr Masunaga, is why he
and his colleagues have turned instead to
the courts. The next step, says Noriyuki
Okuyama, a lawyer involved in the Hokkai-
do suit, is to take their case to the Supreme
Court. “One person, one vote is a prerequi-
site for democracy,” he insists. &
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Cambodian politics

The opposition
twitches

SINGAPORE
Hun Sen eases up on one dissident to
distract attention from another

N THE DAY that Kem Sokha was released

from 14 months of house arrest, he de-
cided to stay at home. The Cambodian op-
position leader did meet politely with for-
eign bigwigs who were at last free to call on
him, but declined to address waiting re-
porters. He was still barred from participat-
ing in politics, he explained, and did not
know what the courts might construe as a
political act. He still awaits trial on
trumped-up treason charges. The Cambo-
dia National Rescue Party (CNRP), which he
used to lead, remains banned. And despite
acourt’s decision on Novemberioth to ease
other restrictions on him, he cannot leave
the country.

Ironically, the little breathing room Mr
Kem Sokha has been afforded is probably
thanks to the efforts of his predecessor as
leader of the cNRP, Sam Rainsy, to enter
Cambodia. In August the former finance
minister announced that he would return
to Cambodia on November 9th from self-
imposed exile in France. (He fled four years
ago after being convicted of defamation.)
Ahead of his arrival, the government ar-
rested more than 50 people aligned with
the opposition. Military reinforcements
were sent to the border with Thailand.

The army need not have worried. On
November 7th the Thai authorities an-
nounced that Mr Sam Rainsy would not be
allowed to enter the country, much less
cross it on his way to Cambodia. The same
day Mu Sochua, deputy leader of the CNRP,
was detained for hours upon arrival in Ma-
laysia. The Malaysian and Thai govern-
ments said cravenly that they did not want
to undermine relations with Cambodia.
Eventually the Malaysian authorities re-
lented, allowing Ms Mu Sochua and Mr
Sam Rainsy into the country. The whole
rigmarole afforded the opposition leaders
lots of attention in the media and remind-
ed the world of the ongoing subversion of
democracy by Hun Sen, Cambodia’s
strongman of 34 years.

The cNRP used to frighten Mr Hun Sen.
It won 45% of the vote in parliamentary
elections in 2013, despite a huge institu-
tional bias in favour of the ruling Cambodi-
an People’s Party (CPP). It seemed likely to
do even betterin the following poll, in 2018.
So the government persuaded the courts to
ban the party before conducting a farcical
election in which the cpPp won every seat.

Now the CNRP presents a different sort
of problem. Its members’ mistreatment ap-

pals Western governments, which spent
billions in the 1990s on a UN mission to re-
store Cambodia to democracy. The Euro-
pean Union, long disgusted with Mr Hun
Sen’s repression, is considering whether or
not to impose tariffs on Cambodian ex-
ports, threatening the country’s successful
garment industry and its 700,000-odd
workers. “Economic security in Cambodia
is very fragile,” says Vannarith Chheang of
the Asian Vision Institute, a Cambodian
think-tank.

Lastyear the EU bought about two-fifths
of Cambodia’s exports, worth some $6bn. It
is the country’s second-largest trading
partner, after China. On November 12th it
sent a confidential report to the Cambodi-
an government with the results of a nine-
month investigation into the country’s vio-
lations of human and workers’ rights. A fi-
nal decision on the tariffs is expected in
February. Byimproving the treatment of Mr
Kem Sokha and directing the courts to re-
lease another 70 political prisoners, as it
did on November 14th, the government
doubtless hopes both to improve its stand-
ing in European eyes and to distract atten-
tion from Mr Sam Rainsy’s grandstanding.

There is a possible ancillary benefit for
the Cambodian authorities: Mr Kem
Sokha'’s release might revive a rivalry with
Mr Sam Rainsy. “Their dream is of a cage
fight,” reckons Sophal Ear of Occidental
College in America. At any rate, the govern-
ment suddenly sounds quite complimen-
tary about the man it is trying for treason.
“In terms of political courage and reputa-
tion, he has scored much higher than the
populist and cowardly Sam Rainsy,” de-
clared arecenteditorial in the Khmer Times,
amouthpiece for the regime. ®

Bushfires in Australia

Spring flames

SYDNEY
Unprecedented bushfires stoke a
debate about climate change

VEN FOR A country accustomed to bush-

fires, the scenes look apocalyptic.
Swathes of eastern Australia have burned.
As The Economist went to press, more than
129 fires were raging in the states of New
South Wales and Queensland. Together
they have swallowed more than 2.5m acres
(1m hectares), producing smoke so thick
that it can be seen from space. At least 200
homes have been incinerated and four peo-
plekilled in the inferno.

Never before have bushfires struck Aus-
tralia on such a scale. Many people have
been surprised by their ferocity. The blazes
have reached the outer suburbs of Sydney, a

Asia

Not so merry

city of over sm people (the police are inves-
tigating whether some of the fires that
threatened it were lit on purpose). They
were also edging towards Noosa, a popular
beach resort in Queensland, where resi-
dents were evacuated. “We are used to
floods, not flames,” says Denise Knight, the
mayor of Coffs Harbour, a city on the north-
ern coast of New South Wales, close to one
of the biggest blazes.

Bringing such fast-moving fires under
control is difficult and dangerous. Fire-
fighters have flown in from other parts of
Australia and from New Zealand to help
battle the conflagration. The armed forces
have deployed helicopters. Schools have
been closed, as evacuation centres fill up.
Houses are being doused in a pink potion
that slows the advance of flames. But fire-
fighters fear the worst is not over.

The kindling was laid by the drought
that has been ravaging eastern Australia for
two years. It has killed trees and dried turf
which would normally be too damp to
burn, creating what Martin Rice of the Cli-
mate Council, an NGO, calls “tinderbox
conditions”. The fires have been fanned by
strong winds and scorching temperatures.
In New South Wales, 300 new blazes start-
ed on November 12th alone—“and it isn't
even summeryet”, observes Matt Sun of the
state’s Rural Fire Service.

Such horrors are looking ever less like
an anomaly, however, and more like the
rule. Fire seasons, once confined to the hot
summer, are growing longer—something
many scientists ascribe to climate change.
Average temperatures in Australia have ris-
en by over 1°C since 1910. Heatwaves are in-
creasingly common and winter rains are
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becoming less heavy. This is a recipe for in- p»
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» fernos, says Mr Rice. Many Australians
worry about such changes. Claire Pontin,
deputy mayor of New South Wales’s Mid-
Coast Council, has seen her “damp, green
land transform in a matter of years”. Her
council declared a climate crisis weeks be-
fore the fires started closing in.

The conservative government coddles
Australia’s coal industry, however. It at-
tacked the opposition Labor Party’s plans to
cut emissions at elections earlier this year
and won. The prime minister, Scott Morri-
son, has refused to say whether a link may
be drawn between the fires and climate

change. Instead he has offered “thoughts
and prayers” to the victims.

Other members of his coalition are
more vociferous. A former deputy prime
minister, Barnaby Joyce, reasoned that
Greens were partly to blame, since they
have campaigned against controlled “back-
burning”, which clears the bush of dried-
out undergrowth. “We’ve had fires in Aus-
tralia since time began,” said his successor,
Michael McCormack. He dismissed at-
tempts to link them to global warming as
“the ravings of some pure, enlightened,
woke capital-city greenies”. B

Buddhism in Myanmar

Nat guilty

TAUNG PYONE

Not content with bashing Muslims, monks are now turning on folk religion

HEY HAD travelled for hours, some for

days. It didn’t matter. They had made it
to Taung Pyone. Every August hundreds of
thousands of pilgrims from all over Myan-
mar descend on this village 20km north of
Mandalay to commune with nats, spirits
willing to bless the faithful with good for-
tune if they are given the right offering.
Nats accept bananas, coconuts, booze and
cash—the more the better. At this year’s
festival, devotees clutching wads of bills
queued under a gazebo to meet one of the
nats’ flesh-and-blood envoys, a medium.
But the time-honoured display of piety is
marred by seven Buddhist nuns with
shaved heads and pink robes, who are bick-
ering with the devotees. Nat worship, the
nuns insist, is base superstition—a stain
on the true faith.

Buddhism is the overwhelmingly domi-

nant religion in Myanmar. Roughly 90% of
the population is Buddhist. There are some
500,000 monks and a further 75,000 nuns
in a country of 54m. Holy folk have often
been at the forefront of politics, leading the
failed “saffron revolution” against military
rule in 2007, for instance. More recently
nationalist monks have helped propagate
the idea that Buddhism is under threat in
Myanmar, and urged holy war against Mus-
lims—a campaign that helps explain pub-
lic indifference about the army’s campaign
of ethnic cleansing against the Rohingya, a
Muslim ethnic group living in the extreme
west of the country.

Some monks rail not against perceived
external enemies, however, but against
cankers within Buddhism. Han Tun, a 65-
year-old spirit medium or natkadaw, was at
Taung Pyone festival three years ago when
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ten Buddhist monks wielding metal rods
disrupted a spirit-possession ceremony he
was attending. They threatened to beat the
50-odd people there if they refused to hand
over their offerings to the nat. Han Tun and
the other mediums complied, but the
monks tore down the shrine’s decorations
and smashed statues of the nats anyway. “It
was the worst experience of my life,” says
Han Tun.

It would not be the only act of desecra-
tion he would witness. Han Tun and three
other veteran natkadaws claim that, start-
ing about ten years ago, Buddhist monks
began to target nat-worshippers. Some-
times they just scolded and insulted them,;
at other times they physically threatened
them, stole offerings of food and money
and destroyed statues of nats. These at-
tacks have taken place not just in Taung
Pyone, they say, but at other festivals and
spirit-possession ceremonies around the
country. Khin Swe Oo, the custodian of the
most prominent nat shrine in Taung
Pyone, says that shouting, threats and
physical destruction of holy objects have
occurred every year for the past five years. A
decade ago, she notes, such disturbances
were rare.

Anawrahta, the most celebrated king of
medieval Burma, drew up an official list of
37 nats to be assimilated into the Buddhist
pantheon. To this day every Burmese vil-
lage has a shrine or two to local nats. Yet
many Burmese Buddhists disdain spirit
worship. Keziah Wallis of Victoria Univer-
sity of Wellington in New Zealand says that
the rift first appeared in the 19th century,
when a new understanding of Buddhism as
arational philosophy free of the mummery
of religion began to take hold. Raucous
spirit-possession ceremonies, lubricated
with alcohol and hypnotic music, were at
odds with this conception of Buddhism.
Some began to describe nat worship as a
corruption of the faith, to be tolerated only
because it was traditional.

No longer. Hostility towards the spirit
lords has grown over the past decade, says
Ms Wallis, due in part to the opening of
Myanmar to the world. Urbanites are
ashamed of what they see as Buddhism'’s
“dirty, shameful, crazy cousin”, as she puts
it. Similar movements to cleanse Islam of
what purists see as the superstitions of un-
educated villagers have along history in In-
donesia and Malaysia. Efforts have been
made to purge Buddhism of folk religion in
Sri Lanka and Thailand, too.

Establishing the identity of those re-
sponsible for the attacks described by the
natkadaws is difficult. No individual or or-
ganisation has claimed responsibility. Za-
wana Nyarna, an abbot from Taung Pyone,
claims that the monks from his monastery
and the six others in the village are inno-
cent. Several natkadaws think that some,

perhaps all, of the individuals perpetrating »
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» these crimes are “false monks”—either re-
cent initiates with little religious educa-
tion or thieves donning maroon robes in
order to steal nats’ offerings more easily.
However, this explanation may simply be a
way toavoid direct criticism of revered mo-
nastic authorities. Han Tun believes that
the monks he encountered intended not
only to steal donations but “to violate, to
intervene with our beliefs”. Khin Swe 0o,
the custodian of the shrine in Taung Pyone,
believes the individuals responsible are in-
spired by prominent monks who fulmi-
nate regularly against nats in widely dis-

seminated sermons.

The main focus of Ma Ba Tha, a radical
Buddhist organisation which was banned
in 2017, was to alert Burmese to the threat of
Islam. One of its leading members, a monk
called Wisetkhana, does not believe that
devotees of nats pose nearly as great a
threat to Buddhism as Muslims do, nor
does he condone the violent treatment
meted out to them. But he has written a
book that argues nats are evil. It is called
“Protecting the Race and Religion”.

Not all monks abhor the spirit cult. A
few years ago Khin Swe Oo asked Zawana

Still negotiating

Why no one can afford to call off peace talks in Afghanistan

T HAD LOOKED like a complete rupture.

In early September President Donald
Trump tweeted that he had not only
cancelled a summit with negotiators
from the Taliban, but also “called off
peace negotiations”. The hopes that had
been swelling that America and the
Taliban would find a way to end Afghani-
stan’s long, gruesome conflict were
dashed. Instead, America seemed to be
resorting to unilateral measures, trim-
ming its forces in the country from
14,000 soldiers to fewer than 12,000.

Yet this week America, the Taliban
and Afghanistan’s American-backed
government were in contact once again.
The proof was a rare hostage swap. Kevin
King and Timothy Weeks, an American
and an Australian, were abducted by
gunmen in 2016 while teaching at the
American University of Afghanistanin
Kabul, the capital. Now they are to be
released in exchange for Taliban prison-
ers held by the Afghan governmentina
deal brokered by Zalmay Khalilzad,
America’s pointman on Afghanistan.

Mr Khalilzad spent a long time pre-
paring the ground for peace talks, espe-
cially getting backing for them from
neighbouring countries such as Paki-
stan. Months haggling with Taliban
emissaries in Qatar followed. By Septem-
ber they had agreed on the outlines of a
deal, to be sealed at the summit Mr
Trump cancelled. The Taliban would
have promised both to prevent interna-
tional terrorist groups like al-Qaeda from
operating in Afghanistan and to enter
talks on the country’s future that would
involve the government, which it had
previously dismissed as illegitimate. In
return, the United States would have
gradually removed most of its troops. Mr
Khalilzad’s efforts marked America’s first
real search fora political settlement

since its invasion in 2001. That toppled the
Taliban but never crushed them.

Mr Trump'’s frustration with the negoti-
ations was understandable. He cited a
Taliban bombing that had killed an Ameri-
can serviceman just days before the
planned summit as the reason for the
rupture. But growing criticism from Re-
publican allies, such as Lindsey Graham, a
bellicose senator, must also have unsettled
him. They worried that the negotiations
were a mere cover for capitulation.

The release of three senior Taliban
captives in exchange for the professors
will also gall American hawks. The trio
were an organiser of suicide bombings, an
uncle of the Taliban’s deputy leader and
Anas Haqqani, brother of Sirajuddin, the
head of the ruthless Hagqani network—in
effect, the leader of the Taliban’s military
operations. Yet some analysts read the
swap as a signal not only that the two sides
are talking again, but also that the Hagqgani
network, the most violent and radical
element of the Taliban, is ready to be part
of any settlement.

America, meanwhile, has no good
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Nyarna and other local abbots for help in
preventing the attacks at Taung Pyone.
Monks from local monasteries now ob-
serve the festivities, interrogate threaten-
ing monks, disrobe them if they are impos-
tors or send them home if they are genuine
monks. “Because of their help, it’s getting
better,” says Han Tun. But as Khin Swe Oo
leans back in the bamboo chair in front of
her house, just a stone’s throw from the
shrine, a pagoda covered in gold leaf, she
closes her eyes. The attacks are still hap-
pening, she says. The burden of protecting
the spirits weighs heavily on her. m

AN\

alternatives to talks. Simply to withdraw
its forces, as Mr Trump might prefer,
would be to admit that nearly two de-
cades of American policy has failed. It
would intensify the conflict, weaken the
Afghan government and risk a proxy war
driven by the likes of India and Pakistan.

Yet the Taliban, too, have reasons to
negotiate. They have the advantage on
the battlefield—by controlling vast rural
areas, sending suicide bombers into the
capital and making shocking raids on
provincial cities. But they know they
cannot win the war.

Whatis more, thelimbo in Afghan
politics—the results of a presidential
election in September are still being
tallied, and may lead to a second round
in the spring—is not as much of an obsta-
cle to peace as it seems. The Taliban have
long wanted to negotiate a power-shar-
ing deal with a broader range of gran-
dees—including local strongmen, civil-
society groups and politicians of all
stripes, not just the government. If that
model is taken up, then the uncertainty
about the outcome of the election will
matter less.

And what if this all goes pear-shaped?
Laurel Miller of the International Crisis
Group, a think-tank, is surely right in
arguing that for American troops to
remain in Afghanistan in perpetuity—an
idea which General Mark Milley, chair-
man of the joint chiefs of staff, seemed to
approve of this month—is no Plan B. For
a start, under Mr Trump, no American
commitment can be trusted. His abrupt
withdrawal of troops from northern Syria
points to what he could do in Afghani-
stan—with disastrous consequences. All
the more reason for the Afghan govern-
ment to explore an accommodation with
the Taliban. For ordinary Afghans peace
cannot come soon enough.
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Street-sleepers

No shelter for some

BEIJING AND NANJING

For city officials, homelessness has become an embarrassing problem

VERY EVENING around nine o’clock,

dozens of homeless people start to
trickle into Sanlian Taofen, a 24-hour
bookshop in Beijing. Early arrivals jostle
for one of the comfy chairs. Latecomers
have to sleep on the cold floor. Guan Zhong,
a homeless man from the eastern province
of Shandong, calls the shop his “Wednes-
day home”. On other days the unemployed
42-year-old sleeps on benches in round-
the-clock cafes. Mr Guan says he frequently
changes venues to avoid “abusing the gen-
erosity” of managers. The bookshop is his
favourite, not least because it is warm and
quiet at night. “Burger King outlets are the

worst—they expel people like me,” he says.

Thirty years ago homeless people were a
rare sight in China’s cities. Strict controls
on internal migration made it difficult for
rural residents to move to urban areas.
Most city-dwellers lived in housing sup-
plied by the government, for which they
paid peppercorn rents. Since then much
has changed. Migration controls have

- Also in this section
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eased. Most urban housing has been priva-
tised. Villages have been flattened to make
way for growing cities. Street-sleepers are
still less visible than they are in the centres
of some rich-world cities. But they are far
more common than before.

Most of the homeless arrived from the
countryside, as did Mr Guan. In the cities
they cannot access local welfare, including
social housing. That is because of the hu-
kou, or household-registration, system.
This usually allows people to receive such
benefits only in their place of birth. So if
they cannot afford to rent a home, they of-
ten have little choice but to sleep rough.

That is a problem for officials, who of-
ten regard visible homelessness as an eye-
sore that reflects badly on their cities. Only
a fewyears ago, street-sleepers and beggars
were routinely rounded up, detained and
forcibly sent back to their home towns in
the name of maintaining “social order and
stability”. But the law allowing this was
abolished in 2003 after a public outcry over
the death of a migrant who was being de-
tained in the southern city of Guangzhou
for lacking the documents that were then
required to live legally in an urban area.
Since then officials have become less
heavy-handed. They appear to accept that
urbanisation will cause some homeless-
ness, and that this will not threaten stabil-
ity as much as they once feared.

The 800-0dd “custody and repatriation”
centres, where homeless people were once
detained, have been turned into “relief sta-
tions”. The police are no longer involved in
managing them. That work is now entirely
undertaken by the Ministry of Civil Affairs,
which is responsible for aid and charitable
work. The stations—now numbering about
1,500—offer food, clothing and temporary
accommodation, without charge. They are
prohibited from doing anything to street-
sleepers against their will. Admission is
supposed to be voluntary.

As Mr Guan’s sleeping habits suggest,
however, homeless people often stay clear
of the government’s shelters. Last year the
relief stations received 1.6m visitors, about
the same number as a decade ago. But Yu
Yanping of Wuhan University of Technol-
ogy estimates that only 30-40% of home-
less people use them.

Some street-sleepers fear that, if they
were to use such shelters, officials might
coerce them into returning to their home
towns. Relief stations are required by law
to “persuade” those they assist to go back.
They often do this by offering a free train or
bus ticket, and asking relatives to take
them in. Some people, like Mr Guan, do not
want relatives to know their whereabouts.
Mr Guan owes his extended family in Shan-
dong 20,000 yuan ($2,850). He worries
what would happen should a relief station

contact them. A Chinese academic says M
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» homeless people who are “professional
beggars” see a day spentatashelterasaday
of lost earnings.

Those who are wary of the shelters can
find little help from NGos. That is because
the government still regards homelessness
as sensitive and is reluctant to let NGOs get
involved. In 2017 the government of Beijing
evicted many migrants from poor-quality
housing and ordered volunteers who tried
to shelter the newly homeless from freez-
ing temperatures to stop doing so. During
politically important events, street-sleep-
ers are often corralled inside government
shelters to keep them from tarnishing the
Communist Party’s image. “Vagrants and
beggars are not allowed to appear on the
streets,” said a directive issued in Septem-
ber by one district of Beijing. It told offi-
cials to “collect” such people for the sake of
“stability” during the lead-up to festivities
marking the 7oth anniversary of Commu-
nist rule on October 1st.

In the eastern city of Nanjing the man-
ager of a government relief station offers
your correspondent a rare glimpse inside,
on condition she and the facility not be
named. It looks like a medium-priced ho-
tel. Its spacious rooms have flat-screen
televisions and en-suite bathrooms. Its
yard is lined with exercise equipment.
“Some people abuse our hospitality,” the
manager says. Every year before the lunar
new-year festival, “people come to us pre-
tending to be homeless just so they can
spend a night here and geta free train ticket
home.” She is getting better at checking.
Any one with a pricey phone is probably a
fraud, she says. Those admitted who want
to return to the streets are “free to do so”.

The government allows a few NGOs to
providelimited aid. Oneis He Feng, a chari-
ty in Beijing that receives funding from the
Ministry of Civil Affairs. Zhang Xiao, its
founder, leads a team of eight people who
criss-cross Beijing every day, offering food
and other necessities to the homeless. He
Feng sends regular reports to the ministry.
These include the charity’s estimates of the
total number of long-term homeless peo-
ple in central Beijing (several hundred, by
its last count) and the main reasons people
give for sleeping rough. The NGo does not
tell the ministry the names of the homeless
or their precise locations, Mr Zhang says.

A few of the street-sleepers are petition-
ers who have travelled to the capital to seek
redress for local injustices. The authorities
are especially nervous of such people, fear-
ing they might stage protests. Govern-
ment-run shelters are not for them. Those
caught (their sheaves of papers, including
court documents and letters of complaint,
give them away) are often whisked to
“black jails” where they are held until offi-
cials arrange to have them escorted back to
their home towns. Vagrants are tolerated,
but not the wrong sort. |

Unrest in Hong Kong

Towards the brink

HONG KONG
Confrontation between protesters and
police is turning ever uglier

(L N OCIETY HAS been pushed to the brink

Sof a total breakdown.” So warned a se-
nior policeman on November 12th, after a
23rd successive weekend of unrest on
Hong Kong’s streets, with no sign of the
usual weekday lull. A day later the central
government also put it starkly. Hong Kong,
it said, was “sliding into the abyss of terro-
rism”. The past few days had been grim in-
deed—a protester dying of an injury appar-
ently suffered while running away from
police, a man being shot at close range by
an officer and someone being doused by
protesters in flammable liquid and set on
fire. This week police for the first time bat-
tled with students on campus.

Some observers had thought the protest
movement might begin to fizzle out amid
widespread anxiety about its impact on the
economy and in the absence of any sign
that it might achieve the goal of full-
fledged democracy. But the death on No-
vember 8th of the fleeing student, Alex
Chow, fanned the flames. On the following
day, a Saturday, tens of thousands of prot-
esters gathered across the city to mourn.
On Monday protesters tried to enforce a
“general strike” in response to Mr Chow’s
death by blocking streets and railway lines
and throwing petrol-bombs at trains. The
shooting that day of an unarmed protester
who, police say, was trying to grab an offi-

—

Tranquil no more

China

cer’'sgun increased the tension.

Both sides deny their own excesses.
Many protesters initially dismissed the
case of the man who was set on fire after re-
monstrating with demonstrators as the
work of a stuntman. At a press conference
following Monday’s mayhem, Carrie Lam,
the city’s leader, responded to allegations
of widespread police brutality by accusing
the press of distorting “isolated incidents”.

Mrs Lam, who during the summer ex-
pressed eagerness for dialogue with her
critics, now dismisses protesters as “ene-
mies of the people”. The police label those
who refuse to denounce the protesters as
accomplices. But moderate politicians who
eschew violence still mainly blame the au-
thorities for the recent escalation.

Mrs Lam’s foes are everywhere. Every
day this week bankers and professionals
have taken to the streets during lunch-
breaks, blocking traffic as masked protes-
ters nearby smash traffic lights and set fire
to bins. Even pro-establishment legislators
have criticised her lack of ideas. Some
would like her to be even tougher with the
protesters (on November 9th a Chinese of-
ficial said Hong Kong urgently needed
tougher security legislation). But John
Tsang, a former finance secretary who
competed with Mrs Lam in 2017 for the post
of chief executive—and might have won, if
the public rather than a committee stacked
with Communist Party sympathisers had
been asked to vote on the matter—told lo-
cal radio that it was up to the government
to “start to de-escalate”.

To many, the police have become the
real enemy. On November 12th riot officers
tried to enter the rural campus of the Chi-
nese University of Hong Kong (one of their
volleys of tear-gas is pictured), but were re-
pelled by students who threw petrol bombs
and fired arrows. Staff who tried to mediate
were tear-gassed. There were tense stand-
offs at other universities, too.

Many speculate that the government
will use the violence to justify imposing a
curfew or cancelling district elections set
for November 24th, even though Mrs Lam
still says she wants the polls to go ahead.
Pro-establishment candidates normally
perform well at the district level, but this
time pro-democracy politicians are expect-
ed to make considerable gains. That could
unnerve Mrs Lam and the leadership in
Beijing, since control of the 18 district
councils could give the pro-democracy
camp a bigger voice in Hong Kong's legisla-
ture (six out of its 70 seats are reserved for
councillors) and in the committee that
chooses the chief executive (councillors
make up nearly one-tenth of its 1,200 mem-
bers). On November 12th the People’s Daily,
the Communist Party’s main mouthpiece,
said that holding “fair elections” would re-
quire “decisively” ending the riots. That
seems adistantgoal. W
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Chaguan | A great unravelling begins

China is not about to change its illiberal ways. The West must decide what to do about that

HERE WERE moments during a recent gathering of Americans,

Chinese and Europeans, invited to Stockholm to discuss Chi-
na’s rise and the new world order, when Chaguan wondered
whether anyone would say anything cheerful. At last, halfway
through two days of doomy talk about trade wars and some
scratchy exchanges about whether Westerners have a right to criti-
cise China’s leaders, a Chinese participant sounded an optimistic
note. Brexit is an opportunity for China, he enthused—once out of
the European Union, Britain will need all the friends it can get.

That was as upbeat as discussions got at the Stockholm China
Forum, a semi-annual meeting for politicians, officials, ambassa-
dors, business bosses, scholars and journalists hosted by Sweden'’s
foreign ministry and the German Marshall Fund, a think-tank. The
forum was founded to bridge transatlantic differences over China
policy after a crisis in 2004, when France enraged America by pro-
posing to lift an EU arms embargo on China imposed after the
crushing of the Tiananmen Square protests in 1989. Chaguan has
joined the meetings since 2008 and has seen them turn testy be-
fore, despite endless supplies of good coffee and Swedish cinna-
mon buns. At a forum in 2018 Americans and Europeans sparred
over President Donald Trump'’s foreign policy. This time was dif-
ferent. A shared fatalism marked panel discussions and offstage
conversations. There was a common conviction that China is not
about to change its model of authoritarian state capitalism.

A consensus has been building for a while in the West that Chi-
na is determined to rise on its own disruptive terms. Yet now this
gloomy view seems entrenched. It is testing longstanding beliefs
about globalisation and the benefits of openness. Interdepen-
dence used to be seen as a way to avoid conflict, but now it is clear
that it can make our countries vulnerable, a European lamented.
Much talk in Stockholm was of Mr Trump’s tariff war, and specula-
tion that it might end with China buying its way to a truce, perhaps
by purchasing shiploads of soyabeans from farm states vital to Mr
Trump’s re-election. There was cynicism about what that would
mean. Some feared that it would allow China to get away with ig-
noring American demands for structural changes to China’s econ-
omy. Americans and Europeans share many concerns about Chi-
na’s version of state capitalism, which requires foreign firms to

buy access to Chinese markets by handing over technology to local
rivals and sensitive data to the government, and—as American
basketballers just learned—to adopt China’s line on Hong Kong,
Taiwan and other nationalist shibboleths.

Interviewed on the forum’s sidelines, a senior Trump adminis-
tration official insisted that trade negotiators were still focused on
making China mend its ways. But the official argued that failure to
achieve that would prove America’s point about the limits of en-
gagement with China’s leadership: “Assuming that China digs its
heels in and refuses to do any structural reforms, the entire world
will be more aware of China’s strategy and behaviour.”

Chinese participants insisted that their country was also seek-
inganegotiated end to the trade conflict, butalso thatithad grown
to depend too much on American markets, technology and even
education. “Decoupling is the intention of both countries,” said
one. Another urged Europeans to remember their countries’ ambi-
tions for strategic autonomy and to reflect on their disagreements
with America, a country gripped by a “cold-war mindset”.

Europeans shrugged off that unsubtle attempt to sow divisions.
Still, participants saw differences between America, which dreads
China’s growing power—including its military and political
clout—and Europe, which mostly worries about China’s economic
impact. Trump officials would like American firms and allies to do
less: notably meaning less trade with China in sensitive technol-
ogies. Europeans hope to manage relations by doing more. That
means at once more trade with China—on November uth British
ministers cheered a decision by a Chinese firm to buy British Steel,
an ailing industrial concern—but at the same time more business
with other markets, as a form of hedging against China-related
risks. Europeans also want to do more to keep important indus-
tries alive at home. In January this year the German Federation of
Industry warned against “excessive dependence” on the Chinese
market. That reflects alarm among corporate chieftains at the po-
litical price of doing business in and with China, and at how much
that cost might rise. European countries are more willing than be-
fore to screen Chinese investments or academic exchanges for na-
tional-security risks. Thatis true even of free-trade champions like
Sweden, which used to worry that calls for reciprocity with China
were code for protectionism.

To compete with China, do not copy China

Grizzled veterans in Stockholm were realistic about the limits of
Western unity and bravery in the face of China. At least the West
should avoid self-harming policies, they agreed. Americans and
Europeans warned against pouring public funds into domestic
firms to match the subsidies that China’s companies enjoy. China
would win that race, they said. It would be better to enforce rules
against market-distorting subsidies for any firms, foreign or do-
mestic. If Western governments must choose sectors to favour,
they should help by investing in research, education or infrastruc-
ture, and by welcoming skilled immigrants.

Long ago at these gatherings Western speakers urged China,
too, to be smart. They would craft clever ways to explain why liber-
al economic and even political reforms would be in China’s own
interests. Not this time. A reform-minded Chinese speaker said his
country was “too big, too old and too conservative” to adopt a dif-
ferent model. Some of the Westerners dared to suggest that auto-
cratic statism might harm China in the long term. Chinese coun-
terparts scolded them for “cultural arrogance”. Talking is better
than fighting, but it can still feel pretty bleak. ®
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Protest movements

We all want to change the world

Economics, demography and social media only partly explain the protests roiling

so many countries today

T IS HARD to keep up with the protest

movements under way around the world.
Large anti-government demonstrations,
some peaceful, some not, have in recent
weeks clogged roads on every continent:
Algeria, Bolivia, Britain, Catalonia, Chile,
Ecuador, France, Guinea, Haiti, Honduras,
Hong Kong, Iraq, Kazakhstan, Lebanon,
Pakistan and beyond.

Not since a wave of “people power”
movements swept Asian and east Euro-
pean countries in the late 1980s and early
1990s has the world experienced such a si-
multaneous outpouring of popular anger.
Before that, only the global unrest of the
late1960s was similar in scope.

Those earlier waves of protest were not
nearly as coherent and connected as they
are sometimes portrayed. The unrest of the
late 1960s ranged from intraparty power
struggles in China to the civil-rights move-
ment to protests against the Vietnam war
and Soviet domination of eastern Europe.
And the people-power revolutions of 20
years later—in countries as contrasting as
Burma and Czechoslovakia were as marked

by their differences as their similarities.

Even so, today’s movements seem strik-
ingly unconnected and spontaneous.
Some themes crop up repeatedly—such as
economic discontent, corruption and al-
leged electoral fraud—but this seems more
like coincidence than coherence. The ini-
tial causes of the protests could hardly be
more varied: in Lebanon, a tax on phone
calls via services such as WhatsApp; in
Hong Kong, proposed laws allowing the ex-
tradition of criminal suspects to China; in
Britain, a government bent on Brexit.

Anxious to impose a pattern on these
seemingly random events, analysts have
come up with three categories of explana-
tion. These are economic, demographic
and conspiratorial.

Economic explanations make much of
the way in which seemingly minor knocks
toliving standards (a 4% rise in metro fares

- Alsoin this section

42 Tear-gas

in Chile, for example) proved the final
straw for people struggling to get by in in-
creasingly unequal societies. For the left,
this is just the latest paroxysm of a dys-
functional and doomed capitalism. As an
Australian socialist journal puts it: “For
more than four decades, country after
country has been ravaged by neoliberal
policies designed to make the mass of
workers and the poor pay for what is a
growing crisis in the system.” Even fans of
free markets see growing inequality as a
cause of concerted anger—with Chile, one
of the world’s most unequal better-off
countries, often cited as an example.

The demographic explanation notes
that the young are most likely to protest,
and the world is still fairly youthful, with a
median age of 30 and a third of people aged
under 20. Niall Ferguson, a historian, has
drawn parallels with the 1960s when, as
now, there was an “excess of educated
young people” because of a boom in tertia-
ry education, producing more graduates
than there were jobs for them.

As for conspiracies, governments like to
hint that sinister outside forces are stirring
things up. The Chinese foreign ministry
has suggested that the protests in Hong
Kong were “somehow the work of the us”.
InLatin Americaitis whispered that social-
ist regimes in Cuba and Venezuela have fo-
mented unrest elsewhere to distract atten-
tion from their own troubles.

Economic and demographic factors and

even outside meddling have sparked some »

The Economist November 16th 2019 X



International

» protests. But none of these theories is uni-
versally helpful. The world economy faces
nothing like the troubles of a decade ago—
when fewer people took to the streets. And,
to return to the example of Chile, Tyler Co-
wen, an economist at George Mason Uni-
versity, has pointed out that income in-
equality there has actually been narrowing.
Nor is a youth bulge a satisfactory explana-
tion. Many of the marchers (in Britain and
Hong Kong, for example) are greying. As for
the foreign meddling, nobody seriously
blames a global mastermind for the unrest.

Three other factors fill some of the gaps
left by these explanations. One, little men-
tioned, is that, for all its dangers, protest
can be more exciting than the drudgery of
daily life—and when everybody else is do-
ing it, solidarity becomes the fashion. An-
other is that ubiquitous smartphones
make it easier to organise and sustain prot-
ests. Encrypted messaging apps enable
protesters to stay one roadblock ahead of
the authorities. As soon as a specially writ-
ten “anthem” for Hong Kong’s demonstra-
tors went online, shopping malls were
brought to a halt by apparently unplanned
mass renditions.

The third factor is the obvious reason
for demonstrating, that conventional po-
litical channels seem barren. In the late
1980s protesters’ usual targets were auto-
cratic governments that allowed at best
sham elections. Without a free vote, the
street was the only way to exercise “people
power”. Some of this year’s protests—
against Abdelaziz Bouteflika in Algeria and
Omar al-Bashir in Sudan, for example—are
similar. But apparently well-functioning
democracies have also been affected.

For a number of reasons, people may
feel unusually powerless these days, be-
lieving that their votes do not matter. One
is an increasing focus on climate change.
The Extinction Rebellion movement of dis-
ruptive civil-disobedience campaigns has
struck a nerve in countries from Britain to
Australia. Carbon emissions demand in-
ternational solutions beyond the reach of
one government, let alone one vote.

Moreover, social media, besides facili-
tating protests, may be fuelling political
frustration. Its use tends to create echo
chambers and thus heighten the feeling
that the powers-that-be “never listen”. A
perhaps related phenomenon is the weak-
ening of the bargain at the heart of West-
ern-style democracy—that losers, who
may represent a majority of the popular
vote, will accept rule by the winners until
the next election. The millions on the
streets do not accept the patience that
trade-off demands.

None of these trends is likely to reverse
itself soon. So unless demonstrators give
up in frustration, this wave of protest may
be less the harbinger of a global revolution
than the new status quo. |
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A crying shame

HONG KONG
Banned in warfare, tear-gas has become the default response to rowdy protests

S THE PROTESTS in Hong Kong drag

on, rituals are coalescing. One oft-
repeated rite might be dubbed “the un-
furling of the banner”. As confrontation
looms, from the masked ranks of police
two step forward bearing a sign reading
“Warning: Tear Smoke”, in Chinese and
English. Then the firing starts, and
clouds swirl, stinging and choking. Aside
from a few wearing masks, the crowd
scatters, with the police in pursuit.

Many demonstrators have experi-
enced something like it. Indeed, Hong
Kongis arelatively modest user. In the
first five months of protests, its police
fired nearly 6,000 rounds of tear-gas—
far fewer than were used in Parisin a
single day last December against gilets
jaunes (yellow-jacket) protesters.

The term “tear-gas” covers a range of
chemicals, of which the most widely
used include o-chlorobensylidene malo-
nonitrile (cs), oleoresin capsicum (0c, or
pepper spray) and 1-chloroacetophenone
(CN). The gases are in fact powders. New
variants are designed to disperse slowly.

Defenders claim that it saves lives.
Tired, twitchy, scared cops armed with
tear-gas will kill fewer people than those
carrying only lethal weapons. After
months of growing violence, only on
November 8th did the protests in Hong
Kong lead to a death. Alex Chow, a stu-
dent, perished after falling from a ledge
in a car park while fleeing tear-gas. By
contrast, in Iraq more than 300 people

have died since October, largely because
the authorities are more willing to use
live ammunition.

Even so, tear-gas is controversial.
Anna Feigenbaum of the University of
Bournemouth, author of a history of the
stuff, argues thatitis “bad for democra-
cy”. She says it “allows the threshold of
acceptable violence to be lowered and so
avoids a deliberative process.”

Bizarrely, chemicals that are so often
used on civilians are banned for military
use. Tear-gas was first used in battle
during the first world war. The use of
such gases in that conflict led to their
outlawing under the Geneva Protocol of
1925. Armies skirted the ban at times—
America used cs gas in Vietnam. But the
ban on military use was also part of the
Chemical Weapons Convention 0f1993.

After the first world war, tear-gas
became a popular “riot-control agent” in
America and the British empire. Hong
Kong police are following procedures
devised by British colonial administra-
tors. The War Office required a “declared
intention to use tear-gas and adequate
warnings” be given to opponents. The
obfuscatory term “smoke” was promot-
ed. In the words of Henry Duffield Craik,
a governor of Punjab under the British
Raj from 1938 to 1941, “Gas is a much more
alarming term, as it suggests something
resembling the poison gas used by the
Germans in the last war.”

The short-term effects of tear-gas are
unpleasant, but diminish quickly. Little
is known about the long-term impact
(clinical trials are impossible). But the
dangers come more from its misuse than
from the gas itself. Brian Castner, a weap-
ons investigator for Amnesty Interna-
tional, a human-rights watchdog, says
certain conditions must be met: that
there is a way fora crowd to disperse;
that the area is well ventilated; and that
the gas is fired into the ground in front of
protesters, not in the air or at their
heads—especially when the canisters are
large and may be lethal, as in Iraq.

Even if these guidelines are followed,
and they often are not, tear-gas is indis-
criminate. In Hong Kong it is estimated
that 88% of the population have been
exposed to gas in recent weeks. Many of
them presumably have asthma, lung
disease and other ailments, and thus
suffer more than others from the effects
of tear-gas. The use of tear-gas is, to say
the least, riskier than it firstappears.
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The simplest way to make the world richer is to allow more people to move. Yet the politics of migration

has never been more toxic, argues Robert Guest

NDER A MAKESHIFT sunshade by a half-dry riverbed on the In-
donesian island of Java, Eddie Sebastian is taking a lunch-
break. Itis hotand he is tired. He makes $2 a day collecting stones,
breaking them with a hammer and selling them as building mater-
ial. Asked if he has any better tools, he says: “Our most advanced
equipment is that ‘forklift.” He is pointing at a rusty wheelbarrow.
Mr Sebastian’s talents are wasted. Not just because he would
make a fine stand-up comedian, but also because he was born in
the wrong place. If helived in a rich country, he would be operating
amechanical digger and earning $20 an hour instead of $2 a day.
Migrants who move from lower- to higher-income countries
typically earn three to six times more than they did at home, ac-
cording to the World Bank. The simple act of moving makes them
more productive, because rich countries have better institutions,
the rule of law, efficient capital markets and modern companies.
Construction workers in rich countries put up better buildings be-
cause they have better tools, reliable electricity and their employer
does not have to pay off corrupt local officials. Scientists in rich
countries make more breakthroughs because they have better lab-
oratories and a wider selection of other scientists to work with.
Small wonder so many of Mr Sebastian’s neighbours have mi-
grated. A short walk up a hill from the quarry where he works is a
village, Bumiayu, where the migrants’ homes are easy to spot. They
are the fancy ones with multiple floors, big windows and satellite
dishes. “This house belongs to a sailor,” says Idrus Dewi, a local

fish farmer. “The owner of this house went to [South] Korea.” Mr
Dewi is one of the lucky ones. His older sister is a nanny in Singa-
pore. The money she sends home has paid her siblings’ school fees
and provided startup capital for a variety of family enterprises.

If everyone who wanted to migrate were able to do so, global
GDP would double, estimates Michael Clemens of the Centre for
Global Development, author of a forthcoming book, “The Walls of
Nations”. No other policy change comes close to generating such
colossal rewards. If there is $9o0 trillion a year up for grabs, you
might think that policymakers would be feverishly devising ways
to geta piece of it. They are not.

In most rich countries immigration is political gelignite. Some
of the biggest upheavals of the past decade—the election of Donald
Trump, the rise of populism in Europe, Britain’s vote to leave the
European Union—are partly driven by the fear of mass migration.
Opponents of immigration everywhere make similar arguments:
migrants are disruptive, strain public services, take jobs from lo-
cals and are often criminal. “I'm not a racist,” says Kevin Drake, a
Brexit supporter in Essex, England. “But in school my grandkids
don’t get attention because the foreigners can’t speak English and
the teachers spend more time on them.” Immigration will “destroy
Japan”, says Makoto Sakurai of the Japan First Party, which cam-
paigns againstJapan’s slight opening of its borders.

Few migration-sceptics can cite concrete harm that a foreigner

has done to them. But nationalists around the world constantly M
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» swap anecdotes, some of them true, that reinforce their fears. In
the dozen countries your correspondent visited for this special re-
port, he kept hearing the same handful of horror stories. “German
women and girls as young as three are being raped by immigrants,”
warned Mr Sakurai, who lives 9,00o0km from Germany.

Exploiting and inflaming the fear of immigrants can win votes.
Hungary’s prime minister, Viktor Orban, warns of a fictitious plot
to swamp his Christian country with Muslims. Mr Trump report-
edly wants an alligator moat to keep out Mexicans. Denmark has
passed a law doubling the penalties for crimes in migrant “ghet-
tos”. Immigrants are “electoral fuel”, says Andrea Costa, who runs a
charity in Rome that helps them.

The anti-immigrant bug has infected non-rich countries, too.
In South Africa in September, at least 12 people were killed in riots
aimed at migrants from the rest of Africa. India is building camps
tointern some of the 2m people it recently stripped of citizenship.

OK by mein America

This special report will ask the big questions about migration.
Who is moving, where and why? What are the effects on the places
they move to, the ones they leave and the migrants themselves? It
will look at cross-border movement and migration within coun-
tries. Itwill argue, perhaps unpopularly, that the world needs more
migration; that the potential gains vastly outweigh the costs, and
that those costs can be mitigated with better policies.

Migrants are far less numerous than news footage of over-
packed boats suggests. The UN estimates that 27om people live
outside the country where they were born (of whom 90% are eco-
nomic migrants and the rest mostly refugees). That is 3.5% of hu-
manity, a share barely higher than in 1960, though some countries
have been more welcoming than others.

It has become physically much easier to move, but bureaucrati-
cally much harder. Only 2% of those who arrived at Ellis Island a
century ago were turned away. Now it is extremely difficult to mi-
grate legally from a poor country toarich one, unless you are high-
ly skilled or a close relative of a legal resident. America’s green-
card lottery last year attracted 294 applicants for each of its 50,000
slots. Partly because of Mr Trump’s efforts to make life hard for
them, the net inflow of all migrants fell by 74% in 2018, to 200,000
people. Globally, many more people would like to move than can. A
Gallup poll suggests that 750m people—15% of the world’s adults—
want to settle permanently abroad. That includes 33% of sub-Saha-
ran Africans and 27% of those in Latin America and the Caribbean.

To explore the costs and benefits of migration, a good spot to
startis the only place where one of the populists’ stereotypes—that
immigrants are largely criminals—has ever been true: Australia. B
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Skilled migrants

Lightbulbs in their luggage

Mobility and connections make the world brainier

IGRATION SPREADS ideas. Often, good ones. Sometimes as
M simple as warm cassava buns stuffed with cheese.

Cristina Talacko moved to Australia because she married an
Australian. Her foreign law degrees did not allow her to practise
there so she started her own business. She noticed that her friends
loved it when she served pdo de queijo, a light, fluffy, buttery snack
from her native Brazil. So she went back to Brazil and studied how
to make the buns in bulk. She could not find the right machinery in
Australia, so she imported it from Brazil and started selling what
for Aussies was a novel (and gluten-free) treat. Business boomed.
Now Ms Talacko exports tasty tucker to 25 countries.

Everywhere, immigrants are likelier than the native-born to
start their own business. People who pack up and fly thousands of
miles to start a new life obviously have get-up-and-go. Also, many
countries do not recognise foreign qualifications, as Ms Talacko
found, so migrants often become entrepreneurs. A survey in 2015
found that the most common surnames for founders of new firms
inItaly were Hu, Chen and Singh, with Rossi a distant fourth.

The benefit for the host country is more than monetary. Yes, Ms
Talacko employs Australians and pays a lot of tax. But she has also
added a new snack to the Australian menu, making life down un-
derjusta tiny bit more joyful.

Fully 29% of Australia’s population was born abroad. That is
twice the proportion in the United States, the world’s best-known
nation of immigrants. Until 1973, under what was known as the
“white Australia” policy, immigration was largely restricted to
people of European origin. Since then, the policy has been colour-
blind and unusually welcoming, yet also ruthlessly selective.

Applicants for “skilled independent” visas are given points for
such things as education, work experience, English proficiency
and, crucially, age. The ideal age is 25-32, when would-be migrants
have finished college (possibly at another country’s expense) and
have their whole working life ahead of them. The applicants with
the most points are given permanent residency without even
needing a job offer. Some say it would be better to give employers
more say, but the system works well enough.

Australia’s annual intake of permanent migrants has risen
since the1980s, from 69,0001in1984-85 (including 14,000 refugees)
to around 200,000 from 2011 to 2018 (including 10,000-20,000 ref-
ugees). In addition, the number of foreign students at Australian
universities doubled, to 400,000, between 2008 and 2018, making
higher education the country’s third-largest export.

Oz has been transformed. Big cities are now conspicuously
multi-ethnic. In Bankstown, a suburb of Sydney, Lebanese restau-
rants vie for space with Vietnamese money-transfer shops; 32,000
residents speak more than 6o languages at home. The inflow of
brains from all around the world has made Australia richer and
more dynamic. Since 1973 its population has doubled; its economy
has grown 21-fold. The country has enjoyed 28 years of unbroken
economic growth.

Australia exemplifies several trends. First, as an exceptionally
desirable destination, it can recruit exceptional immigrants. It
takes recruiting very seriously. Globally, the most skilled migrants
are the most mobile. They face fewer barriers, because more places

want them. They also travel farther. Whereas 80% of refugees and »
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» 50% of low-skilled migrants move to a
neighbouring country, only 20% of highly
skilled migrants do. Half of them travel
more than 4,000km.

They cluster in a few superstar destina-
tions. Three-quarters of skilled migrants
go to the ten most popular countries, and
nearly two-thirds move to just four: Ameri-
ca, Britain, Canada and Australia (see chart
on previous page). All four are rich, Eng-
lish-speaking and have top-notch univer-
sities—a crucial draw. Three were founded
on the notion that immigrants could go
there and create a new life; the other, Brit-
ain, has a long, if chequered, tradition of
cosmopolitan tolerance. Immigrants know
they can become American, Canadian,
Australian or British. Few imagine that
they can become Chinese or Japanese, and
becoming German is not easy either.

Within the superstar destination coun-
tries, migrants head for a few megastar cit-
ies. There are more foreign-born residents
in Melbourne or Los Angeles than in the
whole of mainland China. The proportions
of foreign-born in Toronto, Sydney, New
York and London are 46%, 45%, 38% and
38% respectively.

In these cities, brainy people from all around the world come
together and bounce ideas off each other. Silicon Valley could not
function without engineers from elsewhere. London’s financial
industry would be lost without number-crunchers from Italy, In-

dia and Indiana. Immigrants or their children founded 45% of

America’s Fortune 500 companies, including Apple, Google and
Levi Strauss. Two-fifths of America’s Nobel science prize-winners
since 2000 have been immigrants. Globally, migrants are three
times likelier to file patents than non-migrants.

Everyone there will have moved here
Skilled migrants make locals more productive. Commercial or sci-
entific projects typically involve big teams with varied talents and
expertise. The absence of just one specialist can delay or scupper
the whole project. Drawing on a global talent pool makes it easier
to fill such gaps, and pursue bigger ideas. Startups that win visas
for foreign staff in America’s skilled-visa lottery are more likely to
expand, according to a study by Stephen Dimmock of Nanyang
Technical University. This is one reason why, when Mr Trump
squeezed the number of suchvisas, it did not create jobs for Ameri-
cans. It forced American firms to move talent-hungry operations
offshore, finds Britta Glennon of Carnegie Mellon University.
Immigrants bring new perspectives. They also bring know-
ledge of overseas markets, and connections. This speeds the flow
of information between countries. Multinational firms that hire
lots of skilled immigrants find it easier to do business with their
home countries, says William Kerr of Harvard Business School.
Sriraman Annaswamy, an Indian engineer who has settled in
Australia, founded a multimillion-dollar consultancy to share his
knowledge of the Indian analytics scene with Australian firms. He
helps them tap the vast reservoir of talent in India. One client, a
small machine-learning company, wanted 50 data scientists to
help predict when water pipes needed to be fixed. A big telecoms
firm needed analysts at short notice fora 2,000-person innovation
centre. Neither could have found all that expertise in Australia. But
Mr Annaswamy was able to find them Indian partners with the
necessary brainpower.

Yearning to breathe free—and clean air

The most obvious benefits from migration are what econo-
mists call “static” gains—migrants from poorer to richer countries
earn more the moment they arrive. “But the real gains are the dy-
namic ones,” says Caglar Ozden of the World Bank—the complex
interplay of newcomers with natives and the outside world. “That
is what created the us miracle [of the past two and a half centu-
ries],” says Mr Ozden. It is also what has made Australia so rich.

Not every Aussie is happy about mass immigration. Some are
uncomfortable that their country is no longer solidly white. Plenty
of Aboriginals are sorry that the white settlers came in the first
place. But most grumbles about migrants are couched in non-ra-
cial terms. The most common gripes are that, as the population
swells, cities become congested and homes become unaffordable.
Another worry is geopolitical: that some Chinese migrants may be
agents of influence for the dictatorship in Beijing.

Mindful of such concerns, Australia’s conservative govern-
ment has reduced the annual quota of permanent migrants (ex-
cluding refugees) from 190,000 to 160,000, starting this year. Still,
public opinion remains robustly pro-immigration: 82% believe
immigrants are good for Australia and 52% consider the current
pace of immigration about right or too low, against 43% who want
itreduced, a Scanlon Foundation poll finds. Many Aussies are fond
of their South African dentist and would appreciate a plumber
from absolutely anywhere. Anti-immigrant violence is rare.

Australia’s unusually open immigration policy is underpinned

by toughness. Successive governments
_ have made it clear that Australia decides
who can or cannot come. Those who try to
Nearly two-thirds  migrate illegally are picked up at sea and, if
of skilled no other country will take them, dumped
migrants move to in a camp on Nauru, a remote Ifac1ﬁc is-
. o and. This policy is as cruel as it is contro-
America, Britain,  versial, but it has deterred irregular mi-
Canada and grants from making the hazardous sea
Australia journey. And that makes it easier to win
public assent for admitting lots of immi-
grants via the legal route.
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Allison Harell of the University of Quebec found that voters are
more tolerant of immigration if they feel that their country is in
control of its borders. This is easier for island-states like Australia
and harder for those, such as the United States, that share a long
land border with a developing country. When people think the
government has lost control of its borders—as they did in Ger-
many during the refugee crisis of 2015-16—they grow more hostile
to migrants. Voters will support higher levels of immigration only
if the process by which they are admitted is orderly and selective.
They want to choose whom they let in—which is why footage of a
“caravan” of thousands of Central Americans marching north-
wards and demanding to be let into the United States is probably a
vote-winner for Mr Trump.

A different worry is that if all rich countries copied Australia
and poached the best foreign talent, poor countries would end up
even poorer. It is immoral to cause a “brain drain”, goes the argu-
ment, because if all the doctors and engineers leave Liberia or
Honduras, sick people there will die and bridges will fall down.

This argument is too simplistic. Migrants send money
home—a lot of it. An engineer who makes $7,000 a year in Zambia
might make $70,000 in America and send back more than the en-
tireamount he used to earn at home.

Migrants also stay in touch with their home countries. Some
spend a decade or two abroad, and then go back to start a business
with the knowhow they have acquired in a more advanced country.
That is, roughly speaking, how the Indian information-technol-
ogy industry started. Mukesh Ambani, India’s richest industrial-
ist, is a Stanford drop-out. Jack Ma, the founder of Alibaba, China’s
biggest e-commerce firm, found out about the internet on a trip to
America. A study by the Kauffman Foundation, a think-tank,
found that two-thirds of Indian entrepreneurs who return home
after working in America maintain at least monthly contact with
former colleagues, swapping industry gossip and sharing ideas.

What is more, the lure of earning big money overseas changes
the incentives for people in poor countries. It prompts more of
them to get educated and acquire marketable skills. Having ac-
quired these skills, many who intended to emigrate never do, per-
haps because they fall in love or their parents fall sick. Many who
do emigrate, ultimately return. A study by Frédéric Docquier and
Hillel Rapoport concluded that “high-skill emigration need not
deplete a country’s human-capital stock”—and if well handled,
can actually make the sending country richer. Big countries such
as India, China and Brazil would benefit handsomely from send-
ing out more migrants. However, once a country starts losing more
than 20% of its university graduates, as some small African coun-
tries do, it starts to be adrag on growth. B
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Low-skilled migrants

Labourers and loved ones

When a worker migrates, a family benefits

HE ROAD to a better life is full of pot-holes. Fourteen years ago

Listi Dewi, Idrus’s older sister, saw an advertisement for a job
workinginarestaurant. Her family needed money and the recruit-
er made golden promises. So she took a long bus ride from her vil-
lage in central Java to a town near the Indonesian coast.

It was not what she expected. Instead of starting work, she was
locked in a dormitory surrounded by a fence and ccTv cameras.
She was told she had to learn English, cookery and housework. She
told herself that perhaps this was part of the training.

After two months the recruiters revealed that she was going to
be a maid in Singapore, a nearby island-state that is 15 times richer
than Indonesia. If she refused, she would still owe them an impos-
sibly large sum for her training and rent, they said. So she went.
The agents took her first nine months’ pay to settle her “debt”.

But then things began to look up. Her first employers in Singa-
pore, a traffic cop and a telephone-company employee, were “very,
very nice”, she says. For the second job, she cut out the unscrupu-
lous middlemen and went straight to a Singaporean recruitment
agency, which found her the first of a series of good employers.

She now washes, cooks and cleans for two teachers, and looks
after their children. The pay is good, she says: S$700 ($500) a
month, plus bed and board in their comfortable flat with a shared
swimming pool. Since she has few living expenses, she can save or
send home most of her wages.

Hundreds of people in each room

The costs and benefits of low-skilled migration are complex. The
migrants themselves benefit—otherwise they would not leave.
Those who employ them benefit. Those who compete with mi-
grants for jobs may not be so lucky. Some studies have found that
unskilled migration drags down the wages of unskilled locals. But
this effect is small, if it exists at all. George Borjas of Harvard, an
immigration sceptic, finds that immigration reduces the incomes
of native-born American high-school dropouts by 1.7%. Giovanni
Peri, a pro-immigration economist, finds that it actually raises the
wages of this same group by 0.6%. Both agree that for native work-
ers as a whole, the effect on wages is mildly positive.

That is partly because native-born workers can do things that
newcomers cannot, such as speak the language fluently and navi-
gate local institutions. When lots of low-skilled immigrants arrive
and start doing manual jobs such as cooking, cleaning and build-
ing, the native-born often respond by moving into higher-status
jobs, such as managing the migrant workers.

Migrants often do jobs that natives shun, such as picking fruit,
dishing out parking tickets or caring for the elderly. This reduces
what locals pay for fresh strawberries, orderly streets and nursing
homes. Admitting an unskilled migrant can even increase the sup-
ply of skilled labour. Abundant foreign nannies and cleaners make
it more likely that college-educated native-born women will go
out to work full-time—as Listi’'s employers both do.

Amandine Aubry of the 0ECD and others looked at all types of
migration (skilled and unskilled) from developing countries to
rich ones. They estimated that 83% of native-born workers benefit-
ed materially from it. They did so mostly as consumers, since mi-

grants improved the variety, quality and price of goods and ser- M
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» vices on offer, from cheaper dry-cleaning to spicier meals.

For the migrants themselves, the biggest cost of moving is often
emotional. Leaving home means leaving behind family, friends
and one’s own culture. For Listi, there is an extra cost. In Singapore
foreigners who make more than S$6,000 a month are allowed to
bring their families, but low-paid workers like her are not.

So eager is the government to prevent maids from putting
down roots or burdening public services that they are given regu-
lar health checks and, if found to be pregnant, sent home to give
birth. Listi’s two children are back in Indonesia with relatives. “I
used to cry every day because I missed my kids so much,” she says.
“But now we use WhatsApp video to call a few times a week. Having
connectivity makes it very different working overseas.”

Others have it worse. Tati, another Indonesian maid, used to
support a jobless husband with the wages she earned in the Gulf.
When she returned for a visit, she discovered that he had not only
found another woman but also sold their family home without her
permission. “He says he spent the money on the kid. ButIdon’t be-
lieve it,” fumes Tati. She dumped him.

| like the island Manhattan

The most obvious benefits for low-skilled economic migrants are,
unsurprisingly, economic. When they move from a poor country
toarich one, their wages swiftly become a lot like those of similar-
ly skilled workers in the place they have moved to, and nothinglike
those of their place of origin. Natural experiments show that this is
not just because the kind of people who migrate are more ambi-
tious. A study of Tongans who entered a random lottery to work in
New Zealand found that those who won visas and moved earned
nearly 300% more than those who did not—in the first year.

Migrants typically share their gains with their families back
home. Remittances to low- and middle-income countries reached
a record high of $529bn in 2018, up nearly 10% from the previous
year. In 2019 the World Bank predicts that remittances will be the
largest source of external financing for such countries. They are al-
ready three times greater than foreign aid. And unlike donor
funds, they tend to flow directly to the intended recipients, rather
than being squandered or embezzled by corrupt officials.

For many countries they are a lifeline. Remittances are more
than 10% of GDP in 28 countries, and even higher in Tonga (39%),
Haiti (34%) and Tajikistan (30%). Remittance flows are more reli-
able than foreign investment. Indeed, they are helpfully counter-
cyclical. When a crisis erupts, foreign investors flee. But migrants
feel doubly compelled to help their relatives back home.

Listi’s family sometimes went hungry before she went to Singa-
pore. Now, thanks partly to the money she sends home, they are
thriving. They have builta neat new home in Bumiayu, with a shop
attached to the front selling noodles, spices, cigarettes, soap and
other household goods. Visitors are treated to a heaped assortment
of cakes made of rice, palm sugar and coconut flakes. As your cor-
respondent is interviewing her siblings, Listi makes a video call
from 1,100km away to chat with her eight-year-old son, and make
sure he is doing his homework.

For years Listi has paid the school fees
for her 17-year-old sister Wanaziah, and
helped other relatives. As soon as she turns
18, Wanaziah plans to migrate, too. She
wants to work in an electronics factory in
Japan. She has heard it is a prosperous,
punctual, disciplined place. She likes the
sound of that, though to her traditional
Muslim ears the Japanese attitude to sex
sounds frighteningly libertine. She worries
aboutbeinglonely, but takes comfortin the
factthatseveral of her schoolmates are also

Remittances to
low- and middle-
income countries
are three times
greater than
foreign aid

I'd rather be a nanny in Singapore

planning to go to Japan. She wants to work abroad for long enough
tobuy some land. Then she will come home and get married.
Some migrants are exploited. Those who move illegally are es-
pecially vulnerable, since they often hire criminals to help them
cross borders. Many Africans trying to reach Europe pass through
Libya, because it is too lawless to stop them. Unfortunately, it is
also too lawless to protect them from abuse. “I was jailed for six
months in Libya for no reason,” says Ali, a Gabonese migrant now
inItaly. “And the guards beat me with a metal pipe.” Other migrants
have been kidnapped in Libya and auctioned to farmers as slaves.
Domestic workers everywhere are vulnerable, since private
homes are difficult places for labour inspectors to access. Some
maids’ employers take their passports, fail to pay them agreed
wages and even beat or rape them. But such things happen in their
home countries, too. Indeed, the countries where forced labour is
most common are the ones migrants strive hardest to leave.
Migrants have found many ways to reduce the likelihood of be-
ing victimised. The most important is the mobile phone, which
lets them swap information with friends who have already made
the journey. In Bumiayu everyone knows how Listi was cheated
when she first ventured abroad. But that is rare now, her family
agree. Well-regulated local agencies place people in legal jobs
overseas, and help with paperwork. The Indonesian embassy in
Singapore circulates numbers for migrants to call if they are in
danger. People have learned from Listi’s example. Idrus has a word
for his pioneering sister. She is a pahlawan—a heroic warrior. ®
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The backlash

Fear of the unknown

Overcoming objections to migration is hard, but notimpossible

O UNDERSTAND WHY people oppose immigration, it is worth
Tvisiting Tilbury, a port town outside London. Thurrock, the lo-
cal parliamentary constituency, is 81% white British. Many resi-
dents moved here from London as the capital filled with migrants
and house prices soared. London’s white-British population fell
from 60% to 45% in a single decade, between 2001 and 2011. Some
whites moved out because they sold their flats for tidy sums and
bought nicer homes with gardens farther from the centre. Others
did not like being a minority in the city where they grew up.

During the Brexit-referendum campaign in 2016, Brexiteers ar-
gued that leaving the European Union was the only way for Britain
to regain control of its borders. A whopping 72% of voters in Thur-
rock voted to leave. Most do not hate foreigners, but many feel be-
leaguered and disrespected. “We’re English, not British. If you say
you're English apparently you're a racist,” says Trish Byne, who
runs a tattoo and piercing shop in Tilbury with her husband, Tony.
“In the UK, indigenous people are ignored,” says Tony. “The rights
of minorities take precedence.”

“We’re in favour of immigration, but controlled immigration,”
says Trish. She wants immigrants to integrate, but fears that many
try “to impose their cultures and language and religion”. She men-
tions no personal experiences of harm, but says: “In London, I've
seen videos on YouTube of streets where English people cannot go
because thereissharialaw.” She adds, of refugees: “You don’t know
what boat people have got in their backpacks, it could be terrorist
weaponry. Thatis not meliving in la-laland; thatis what I've heard
from people working on the docks.”

I'll give my cousins a freeride

Thoughtful writers such as Paul Collier and David Goodhart argue
that if too many migrants arrive too quickly, it disrupts communi-
ties and inflicts unwelcome cultural change on the natives. Mr
Goodhart complains thatliberal politicians attach too little weight
to the views of people who like things the way they were. This argu-
ment should be taken seriously—for some people, any kind of cul-
tural change feels like a threat. The old find it hardest to adapt. “I
was born here and it was a lovely village. Now it’s a concrete jungle
and you can’t even hear people speaking English—it’s awful,” says
Ann Hoyle, 76. But many of the things that voters fear about mi-
grants are not true, and some of their objections can be answered,
up to a point, with smarter policies.

Whatever Trish may have seen online, there are no streets in
London where the native-born cannot go. Islamist terrorism is a
worry, but should be seen in perspective. Terrorists killed six peo-
pleayearinBritaininthe decade to 2017. A Britis eight times likeli-
er to be struck by lightning (though only half as likely to die from
it). Young male native-born Brits and Americans are more likely to
commit ordinary violent crimes than young male immigrants.

In all rich democracies, locals grumble that immigrants drain
the welfare state. “If I go to the doctor, I have to pay for it. Foreign-
ers come and they get childbirth and operations all paid for. They
should be made to pay, too. If they can’t, send them packing,” says
Joan Smith, a 73-year-old in Tilbury. Again, this is not an accurate
picture. Migrants pay taxes. In countries with flexible labour mar-
kets and thrifty welfare states, such as America and Britain, they

The Economist November 16th 2019

generally pay their way, unlike the native-born. Over a lifetime, a
typical migrant from Europe to Britain can expect to pay £78,000
more in taxes than he receives in benefits.

Immigrants are a burden only if a host country’s policies set
them up to be one, by making it too easy to draw benefits or too
hard to work. Sweden committed both these errors with asylum-
seekers during the European migrant crisis in 2015-16, showering
them with free stuff while forcing them to remain idle for long pe-
riods. This was not sustainable, and the government curbed the
flow of refugees by five-sixths.

The simplest way to make sure that migrants do not abuse any
given benefit is to make them ineligible for it, for five or ten years
or permanently. “Build a wall around the welfare state, not around
the country,” urged the late William Niskanen, an economist. In
the United Arab Emirates, where migrants have no access to state
benefits and no chance of citizenship, citizens do not seem to
mind being outnumbered nine to one by foreign workers.

Another fear, that migrants will steal jobs from locals, is as
widespread as it seems logical. “Migrants in construction are
much better workers than the English, who show up late and leave
early,” says Danny Proctor, who manages building projects in Til-
bury. “Foreigners aren’t lazy like that. T have a lot of plasterers from
Lithuania and Poland. For 20 years they’ve been the best workers.”
An English plasterer listening to Mr Proctor might despair. But the
supply of jobs is not fixed. Migrants spend money as well as earn-
ingit, thus creating more demand for other people’s labour. Immi-
gration slightly raises the wages of most native workers. The rela-
tively small number of losers could be compensated out of the
vastly larger gains that accrue to the immigrants themselves.

Cheering the grandson of Bavarian immigrants
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The World Bank recommends that gov- .
ernments replace visa quotas with taxes to
regulate immigration flows. They could do
SO via a surtax on immigrants’ incomes, or

other means. They could earmark the pro-

They come over here
Europe, aggregated populist votes*, %

The impact of migration on climate
change is probably small. Migrants who
escape poverty might emit more carbon,
o5 but it is grotesque to argue that they
should therefore remain poor. And there

ceeds for a popular cause, such as pensions ' Leftwing B Right wing ,o are two counter-arguments. First, migra-
or health care, or remit the cash directly to tion stimulates scientific research, which
citizens. The more migrants they admit, the e will help curb global warming. An Indian
bigger the payout. This might make the na- in North America is 28,000 times more
tive-born see immigration as less of a threat likely to file a patent than in India.
and more of an opportunity. 10 Second, migration causes fertility to
William Bourke of Sustainable Austra- plunge. Migrants from poor countries to
lia, a party that campaigns to reduce immi- > rich ones no longer want seven children.
gration, argues that letting in too many They want their kids to go to college, so
newcomers leads to overcrowding, conges- 0 they have small families. Ethnic Somali
tion, high house prices and environmental 1980 90 2000 10 19 women have an average of 6.2 kids in So-

stress. “As people move from the develop-  Source: TIMBRO
ing world to the rich one, they move from a
low carbon footprint to a high one.”

The notion that Australia is overcrowded seems absurd. The
empty plains of North Dakota are three times more densely popu-
lated. But migration in the rich world is highly concentrated. New-
comers head for the most dynamic cities, where everyone else
wants to live, too. Congestion and high house prices are big pro-
blems in places like Sydney and London, but they can be eased by
better policies. Restrictive zoning rules do more to inflate house
prices than immigration does. Cities would accommodate many
more people if they could build upwards. And immigrants’ taxes
could cover the cost of the extra roads and subway lines needed.

*Indexof 3 countries  malia but only 2.4 in Norway. Allowing
more migration to rich countries would
reduce the future global population, mak-
ing environmental problems easier to tackle in the long run.

Some opponents of immigration fret that it will increase in-
equality. Some think it unjust that people from poor places might
come to rich ones to work as servants. But if the migrants thought
that, they would not come. Workers from a poor country who start
at the bottom in a rich one will, statistically, make their new home
more unequal. But their moving will reduce global inequality.

A deeper worry is that mass migration might undermine the
traits that make the rich world rich, such as good institutions and
the rule of law. Many migrants come from countries with terrible,
crooked governments. Suppose enough of them arrived to replace
the norms of, say, Japan with those of Haiti?

Immigration sceptics cite many alarming anecdotes. Mexican
mobsters sell drugs in America. A gang of Pakistani-British men
sexually abused hundreds of young white girls in Yorkshire. The
Chinese government snoops on Chinese overseas students to
make sure they say nothing heretical about democracy or Taiwan.

But step back and a more hopeful picture emerges. America’s
population has risen 6o-fold since 1800. It has absorbed migrants
from Tsarist Russia, Hitler's Germany, Ho Chi Minh’s Vietnam and
nearly every other dictatorship of the past 200 years, without los-
ing its democratic soul. On the contrary, migrants head to America
because they prefer its institutions to the ones back home.

By most measures, immigrants in the United States are inte-
grating as well as ever. Their unemployment rate is a negligible
3.5%, lower than for the native-born. Only half of first-generation
immigrants speak English “very well”, but by the second genera-
tion English dominates even among Hispanics, who are sur-
rounded by other Spanish-speakers. Only 6% of second-genera-
tion Hispanic immigrants speak mostly Spanish. By the fourth
generation, half of those with Hispanic forebears are so well inte-
grated that they no longer identify as Hispanic.

America’s success in absorbing immigrants is remarkable, but
in recent decades it has been surpassed. The share of the popula-
tion who are foreign-born is higher in Australia (29%), New Zea-
land (24%) and Canada (21%) than in the United States (14%). None
of these new migrant magnets has a perfect immigration system.
But all combine openness with order, selecting the migrants they
want, processing their visas reasonably quickly and excluding un-
authorised migrants fairly effectively.

Australia shows that a well-run democracy can be twice as open
to immigrants as America and still rank ten places higher on the
UN’s Human Development Index. Singapore, where 45% of resi-
dents are foreign-born, shows that a well-run city-state can be
more open still. It would be rash to open the gates suddenly and
completely. But countries could open a bitand see how it goes. H
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Domestic migration

City air makes you free

To getricher, leave your village

N WEICHENG, A village in Hebei province, a group of friends are

tucking into duck, broccoli and dumplings, flavoured with raw
garlic and lubricated with baijiu liquor. It is the Chinese new year,
and migrant workers have come home to see their families.
Nationwide, some 3bn journeys were undertaken during the holi-
day season this year, making it the biggest mass migration ever;
though nextyear’s will doubtless be even bigger.

Suddenlyaloud phone interrupts. Two men pop outside to take
the call. When they come back, they both have new jobs: a three-
month contract on a building site in Taiyuan, a city neither man
has visited before. It pays 240 yuan ($34) a day, more than twice
what they could make in the village. They were recruited by word
of mouth—a former co-worker vouched that they were reliable.

Weicheng village is not rich. Women break the ice on a river to
hand-wash clothes. Toilets are holes in the ground. But villagers
have motorbikes, televisions and plenty to eat. That is a huge
blessing. Though no one dares talk about it, the elderly still re-
member mass starvation during the “Great Leap Forward” of
1958-61, when Mao Zedong forced peasants onto collective farms,
where tens of millions died of hunger and disease.

China is still a one-party state, but it owes much of its current
prosperity toanincreaseinliberty. Since Mao died, his former sub-
jects have won greater freedom to grow the crops they choose, to
set up businesses and keep the profits, to own property, and to
move around the country. The freedom to move, though far from
absolute, has been transformational. Under Mao, peasants were
banned from leaving theirhomeareaand, if they somehow made it
toacity, they were barred from buying food, notes Bradley Gardner
in “China’s Great Migration”. Now, there are more rural migrants in
China than there are cross-border migrants in the world.

By moving from unproductive paddyfields to better jobs in fac-
tories and shops, they have made themselves and China richer.
Somewhere between a fifth and a third of the country’s colossal
economic growth between the late 1970s and the current decade is
due to this great migration.

China’s population is now 60% urban,
up from 18% in 1978. Sub-Saharan Africa is
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not know: none of them can read or do sums. Asked how much
they typically receive at the end of the year, they say “nothing”. The
landlord always calculates that they have received their full share
of the crop. He does not want them to have spare food or cash; if
they did, they might quit. Aajeevika Bureau, a local charity, helps
illiterate farm workers draw up contracts, and keeps copies on
their behalf. But the quickest way to earn more is to move to a city.

“In the city we have money,” says Ratansinh, who moved from
rural Uttar Pradesh to Ahmedabad, the Gujarati commercial capi-
tal, when he was 18. “In the village we earned nothing. What we
grew, we ate. What was left, we bartered for clothes and tools.”

Now 52, he earns 24,000 rupees ($340) a month as a supervisor
in a small textiles factory. The machines rattle loudly in the back-
ground as he talks. Like many Indian men who move to a city, he
has left his family behind. His wife remains on the farm; his two
children are at college. He goes back to the village for two months a
year. He misses his wife, but “that’s the compromise you make. If I
go back to the village, I can’t pay for my children’s education.”

B.R. Ambedkar a contemporary of Gandhi’s who championed
dalits, called the Indian village “a den of ignorance, narrow-mind-
edness and communalism”. Many migrants agree. “In my village,
cutting someone’s tree down by mistake could lead to murder,” re-
calls Tawwaj Ali, a factory worker in Ahmedabad. “No one knows
who you are in the city,” he adds, “so there’s less conflict.” Indeed,
strict rules about “untouchability” are impossible to enforce in a
jam-packed Mumbai train, notes Chinmay Tumbe of the Indian In-
stitute of Management in Ahmedabad, author of “India Moving”.

| know a boat you can get on

In rich countries 81% of people live in urban areas. Mechanised
farms produce enough food for all, while leaving plenty of space
for parks and wilderness. In the rest of the world half the popula-
tion still lives in the countryside. Many politicians, like Gandhi,
think they should stay there, either for romantic reasons (the
countryside is so beautiful!) or because they do not want peasants
building unsightly slums in their cities.

Under China’s hukou (household registration) system, rural mi-
grants who work in top-tier cities are treated as second-class citi-
zens. The aim is to discourage them from settling there. They are
barred from urban public services, and so must either leave their
kids with grandma in the village or scrape together the cash to put
them in shoddy urban private schools. Sometimes city authorities
bulldoze these schools. The hukou system is one reason why rural
Chinese children are dramatically worse educated than urban
ones—and two-thirds of Chinese children are officially rural.

Several people from Weicheng village
work in Beijing. This means separation. “It

only 40% urban; Indialags even furtherbe- .

would be impossible to get our kids into a

hind, at34%. Mahatma Gandhi, modernIn-
dia’s founding father, thought the growth
of cities was “an evil thing, unfortunate for
mankind and the world”. He believed that
Indians would be spiritually more fulfilled
if they stayed in villages, growing their own
food and spinning their own clothes.

Really? Five farmers in Gandhi’s home
state of Gujarat showed your correspon-
dent how much wheat they had harvested
in three days, using hand-held sickles. A
combine harvester could have done the job
in a minute or two.

The farmers are sharecroppers. They are
always hungry at the start of the season, so
the landlord advances them grain. Asked
how much they currently owe him, they do
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public school there,” sighs a mother who
looks after them in the village while her
husband is away.

In India the obstacles to internal migra-
tion are more subtle. One is language—In-
dia has more than 100 of them. Another is
the difficulty of obtaining government
benefits after crossing a state line. A study
by Zovanga Kone of Oxford University and
others finds that migration between
neighbouring Indian districts is 50% high-
er if they are in the same state than if they
are separated by a state border.

Another problem is violence. Rape is
common and poorly policed. So although
many Indian women migrate to marry, few
migrate to work (unlike in China). And be- »
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» cause most migrant workers are men, the
places where they cluster have wildly un-
balanced sex ratios, making them even
more dangerous for women.

Babu Gamar, a farmer in Gujarat, says
that half the men in his village go away to
work. But “young women can’t go—they
mightbeabused,” he says. Virjibhai Gamar,
aneighbour, concurs. Every month he goes
with his brothers to work on building sites.
Their wives and sisters do not join them.

The distorted sex ratio of Indian mi-
grants helps demographers track trends
that would otherwise be hard to measure.
In areas that send alot of migrants to cities,
the working-age population is heavily fe-
male, but the elderly population is not,
notes Mr Tumbe. That implies that rural
migrants eventually go back home. Many
scrimp in the city, often sleeping four to a
room, so they can buy land in their village.

In “Good Economics for Hard Times”,
Abhijit Banerjee and Esther Duflo, two of
the winners of this year’s Nobel prize for
economics, argue that most people who
would benefit from moving stay put, for
three reasons. They value the familiar; they
overestimate the risks of moving; and they do not know anyone or
have anywhere to stay in the place they could go.

Mr Banerjee and Ms Duflo suggest giving poor people small
amounts of cash and some information. A charity in northern Ban-
gladesh tried this. Some villagers were randomly selected and told
how much higher wages were in a city. Others were given the same
information plus $11.50 in cash—roughly the cost of a bus fare and
two days’ food—but only if they went to work in the city.

The villagers who were given information only were no likelier
to migrate. But the combination of cash and nudge prompted 22%
of households who would not otherwise have sent out a migrant to
do so. And the families who sent out a migrant saw their daily in-
take of calories shoot up from 1,400 a head to 2,200; that is, from
the edge of starvation to tolerable comfort. Mobility fills bellies.

Inrich countries internal migration is seldom a matter of life or
death. But many people could earn more if they moved from stag-
nant towns to thriving ones. Hull’s jobless could easily find work
in London. Alas, they will struggle to find a place to live. Rents are
extortionate in the cities people most want to move to. NIMBYS
block any structure that might mar their view. Red tape can make
property several times more expensive than it need be, forcing po-
tential migrants to stay where rents are cheap. Americans are bare-
ly half as likely to move to a different county as they were in the
1950s. And this means their talents are often wasted. Chang-Tai
Hsieh of the University of Chicago and Enrico Moretti of the Uni-
versity of California, Berkeley estimate that artificial restrictions
on housing supply knocked 36% off America’s aggregate GDP
growth between 1964 and 2009.

Because moving disrupts a previous way of life, it forces the
mover to try new things. Mr Banerjee and Ms Duflo describe a natu-
ral experiment that took place when a volcanic eruption in1973 de-
stroyed a third of the houses on the Westaman islands, off the
coast of Iceland. The lava struck randomly. Before the eruption,
there was no significant difference between the people who lost
homes and those who did not. But afterwards, the ones whose
homes were destroyed were more likely to leave the islands, by
42% to 26%. (They were compensated for their loss, but did not
have to spend the money on rebuilding their old home.)

a9
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Worth the squeeze

Researchers traced the islanders’ progress. They found that, for
those who were under 25 at the time of the eruption, losing a house
led to large material gains. “By 2014 those whose (parental) houses
were destroyed earned over $3,000 per year more than those
whose (parental) houses were not destroyed.” The gains came
from moving: those who upped sticks made $25,000 a year more
than those who did not. They were more likely to go to college, and
to find a job that matched their intellect and aptitude, rather than
following the islands’ default career of catching fish and getting
by. Generations of parents have threatened to “light a fire” under
their shiftless offspring. It turns out that’'s notabad idea. m

Voting with your feet

The greatest liberty

Moving lets people choose the kind of society they live in

HEN A VOTER casts a ballot, his choice is unlikely to affect his

life. If he votes with his feet, there is a good chance he will
change his life dramatically, observes Ilya Somin of George Mason
University, author of a forthcoming book, “Free to Move”. Consider
Edinson Infante, a Venezuelan who makes handbags out of bank-
notes, folded and glued together. A single lipstick placed in one of
his bags is worth far more than the stack of Bolivars from which it
was made. That is why Mr Infante emigrated.

He could not make a living in Venezuela, a socialist dictator-
ship. So he moved to Colombia, the reasonably well-run country
next door, where he sells his art on the streets. He now earns
enough to pay rent, eat properly and send groceries home to his
mother. He says he feels free in Colombia. He can stroll without
feeling scared, and afford occasional treats like caramel sweets.

Since 2014, 4.6m Venezuelans have voted with their feetagainst »
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» the violent, corrupt regime of Nicolas Ma-
duro—a seventh of the population. In a
country where elections are rigged, the
only way they can get a better government
isto goand find one.

Foot-voting can take place over any dis-
tance and for many reasons. A person may
move from Congo to Botswana to be better
governed, or from New York to Florida fora
lower tax bill and kinder weather. Foot-vot-
ers are typically better informed than bal-
lot-casters. One vote is unlikely to affect an election result, so
hours spentanalysing each candidate’s policies are probably wast-
ed. When migrating, by contrast, an informed choice pays huge
dividends and an ignorant one can spell disaster.

If people were allowed to vote freely with their feet, they would
have more choices about the kind of society in which they lived. A
gay man might choose to leave Iran, where his love is punishable
by death, and move to Uruguay, where he could get married. A tra-
ditional Saudi man might choose to remain in Saudi Arabia, where
Islamic piety is enforced and women are kept in their place. His
wives might prefer to move to Canada, where they would be free to
divorce him. The biggest gains from foot-voting often accrue to ill-
treated groups such as ethnic and sexual minorities, and women.

The lengths to which people will go to vote with their feet give a
hint of how large the benefits can be. Emmanuel, for example, left
Gabon because it fails to protect young women like her from sexu-
al violence. Her father used to abuse her. When her mother found
out, she blamed Emmanuel, beat her, threw her clothes into the
street and ordered her out of the house.

It is hard enough reporting a sex crime in a rich democracy,
where the police are trained to treat allegations sensitively. In Ga-
bon the cops are as scary as the criminals. Emmanuel saw no
chance of justice, so when a friend offered her a plane ticket to Tur-
key, she went. From there, heavily pregnant, she boarded a flimsy
boatbound for Greece. Itleaked, and began to sink. She fell into the
freezing water. Her friends called the coastguard, who found her
after 45 minutes. Amazingly, both she and her baby survived. Now
in Athens, she helps out at Melissa Network, a refugee charity, and
hopes to train as a medical secretary. She says she feels much safer
in Greece: “You have human rights here.”

A worry about foot-voting is that it might retard reform in the
places migrants leave. If the strongest objectors to Venezuela’s dic-
tatorship have gone, who will stand up to it? It is a reasonable fear.
When ethnic minorities flee to escape mistreatment, their depar-
ture may indeed reward their tormentors. For example, a politi-
cian may court the votes of his own tribe by stirring up animosity
against another, thus spurring the out-group to leave his electoral
district and making it easier for him to win re-election.

However, foot-voting can also accelerate reform. Dissidents of-
ten find safety abroad. Exiles played a big role in ending apartheid
in South Africa, and today are the most audible critics of authori-
tarian regimes in China and North Korea. Even the possibility of
exit can influence how societies are run. If taxpayers can move,
governments must govern better to avoid losing them. When the
citizens of the closed, communist states of eastern Europe were al-
lowed to head west and sample the fruits of capitalism in the late
1980s, the Soviet empire was revealed to be a failure, and collapsed.
Migrants often stimulate reform at home by finding good ideas
overseas and bringing or sending them back. India’s successful
economic opening in the 1990s was informed by the observation
that Indians were prospering everywhere except in India.

The arguments for allowing more freedom to move are partly
economic. Migrants from poor to rich countries could collectively
increase their incomes by tens of trillions of dollars. For this op-

The more the
West opens its
doors, the richer
and more
powerful it will
be in 50 years

portunity, they would surely be willing to share some of the bene-
fits with the rich-country voters who let them in. Since the eco-
nomic disruption caused by migration is modest, an imaginative
government with sensible policies (come to work, do not draw
welfare) could raise living standards all round.

But that is only half the story. Liberal, democratic capitalist
societies have many flaws, but also great virtues: peace, freedom,
tolerance and a culture that fosters innovation. The simplest way
to spread these virtues is to let more people in. Every time a mi-
grant flees a dictatorship for a democracy, global freedom grows a
little. Every time someone leaves a kleptocracy for a more law-
abiding state, humanity is slightly better governed. Every time a
woman leaves a country where her testimony is worth less than a
man’s, global sexism ebbs a millimetre or two. Migration is, there-
fore, a deeply moral issue.

Rich countries have a choice. They are ageing. Without immi-
gration, their populations will soon start to shrink, if they have not
started already. They can choose to dwindle gradually into com-
fortable obscurity. Or they can confidently recruit talent from
everywhere, inviting bright minds and willing hands to help build
abigger Australia, a bigger America or even a bigger Japan.

Smoke on your pipe and put thatin

The more the West opens its doors, the richer and more powerful it
will bein 50 years. Indeed, as the world’s population stabilises and
falls, each country’s weight in the world will depend more and
more on whether people want to live there. This is one of the big-
gest advantages that rich democracies have over nationalist dicta-
torships such as China. On current trends, most will squander it.

Potential migrants watch the news. The brightest have choices,
and will shun places they think might mistreat them. Already,
brainy Chinese are wondering whether they will be welcome in
America, which is one reason why the number of new foreign stu-
dents there fell by 7% in 2017-18. Brainy Indians are tiring of the in-
terminable wait for a green card. Some give up and go elsewhere.

Uma Kanekar, a high-flying Indian 1T specialist, moved to Can-
ada after a decade in the United States waiting vainly for a green
card. The last straw was the realisation that her daughter Disha, a
college student who had lived in New Jersey since she was six,
might be sent back to India when she turned 21 and was no longer
covered by her mother’s temporary work visa. Canada gave the
family permanent residence in eight months. “It’'ssonice tobe ina
country where you feel you belong,” says Disha.

For all the furious demagoguery around migration, there is
hope. Despite (or perhaps because of) Mr Trump, more Americans
today say immigration should be increased than say it should be
cut, finds a Pew poll. Majorities in Spain, Canada and Japan sup-
portkeeping migrant flows the same or raising them. Most Greeks,
Italians and Russians do not. So be it. Countries can have different
policies. Many will build walls. If they fail to put well-designed
doors in them, they will end up poorer, weaker and duller. ®
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Israel and Palestine

A kaleidoscope of possibilities

CAIRO AND JERUSALEM

The tangled politics surrounding an assassination and its aftermath in Gaza

HE MISSILE that was launched shortly

before dawn on November 12th was just
the beginning. Around 4am that morning,
an Israeli aircraft struck a house in Gaza,
killing Baha Abu al-Ata, a commander in
the Palestinian Islamic Jihad (p1j) militant
group, and his wife. The group responded
by firing hundreds of rockets at Israel
(causing no deaths). At least 34 Palestin-
ians, many of them militants, were killed
in subsequent Israeli air strikes.

There is a gloomy pattern to these re-
peated escalations, the last of which oc-
curred in May. Both sides unleash salvos of
fire for two or three days, then accept a
truce, usually brokered by their Egyptian
neighbours. p1j angrily warned that this
time would be different. “We are going to
war,” said Ziad al-Nakhaleh, the group’s
leader. Binyamin Netanyahu, the Israeli
prime minister, “has crossed all red lines.”
Assassinations in Gaza have occasionally
led to wider conflicts. The killing of a Ha-
mas commander in 2012 set off a brief war.

Forall its bluster, though, p1jagreed toa
ceasefire within 48 hours of the first shot.
As the second-largest militant organisa-

tion in Gaza, p1J is smaller (and less prag-
matic) than Hamas, the Islamist group that
has controlled the territory since 2007. Ha-
mas pointedly declined tojoin the fighting,
though it did not stop p1j from firing rock-
ets, as it often does when smaller militant
groups attack Israel without permission.
Leaders of the two groups were co-ordinat-
ing in a so-called “operations room”. But
Hamas did not haul out—or loose off—its
own arsenal of rockets.

Hamas rose in the1980s on a credo of re-
sistance against Israel. Since it took power
it has fought three wars against the Jewish
state. The results have been disastrous for
Gaza’s 2m people: thousands dead and tens
of thousands of homes destroyed. Since
2007 a punishing Israeli and Egyptian
blockade has paralysed the economy; tens
of thousands of young people have left,
seekingwork and a future elsewhere. There
is little popular support for more war. And
though Hamas does not permit much open
dissent, many Gazans privately wish to see
the group gone altogether.

To maintain its grip on power, Hamas
would rather strike a truce with Israel in ex-
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change for an easing of the blockade. But
this would be unpopular with its own mil-
itant cadres. More thoughtful members of
Hamas worry about becoming, in effect, a
religious version of the Palestinian Author-
ity (pA), the feckless semi-autonomous
government in the Israeli-occupied West
Bank. The group is struggling to control
smaller factions keen on conflict with Isra-
el, many of them stocked with disillu-
sioned ex-Hamasniks. In August Israeli
soldiers killed four armed Palestinians
who were trying to cross the border.

So far Israel has refrained from clobber-
ing Hamas and risking a bigger conflict.
Moreover, leaving it in control of Gaza
meets Mr Netanyahu’s aim of keeping the
leadership of the Palestinians divided be-
tween Hamas and the pA in the West Bank.

Heisalso thinking about domestic poli-
tics. His coalition of right-wing and reli-
gious parties lost seats in two inconclusive
elections in April and September. He has
been stuck in a temporary minority gov-
ernment for months. Though Israeli gener-
als back his claim that the timing of the as-
sassination was Dbased wholly on
circumstances in Gaza, it was politically
fortuitous for Mr Netanyahu.

To form a new government he must
convince the centrist Blue and White party
to join him in coalition. But its leadership
has so far refused, citing the criminal in-
vestigations against the prime minister,
which are expected within weeks to culmi-
nate in bribery and fraud indictments. Mr

Netanyahu has tried to break down their re- »»
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» sistance by wooing Blue and White’s
leader, Benny Gantz, a former army chief.
He brought him into recent discussions
over Gaza, with a view towards appointing
him defence minister.

A newcomer to politics, Mr Gantz seems
tired of the incessant campaigning and
manoeuvring of the past year. He is ru-
moured to be softening. He could acceptan
arrangement whereby he joins a Netanya-
hu-led coalition in return for a promise
from the prime minister that he would sus-

pend himselfif heisindeed indicted.

Mr Gantz would have to convince his
colleagues, most of whom appear set
against the idea. They are running out of
choices. Blue and White could try to form a
minority government supported by Arab-
Israeli parties, which would not actually
join the coalition. But the Gaza operation
has made that harder. In tweets and
speeches before and after the assassina-
tion, Mr Netanyahu accused Arab-Israeli
politicians, who oppose military action in

The Sala-fifth column

TRIPOLI
The rise of an obscure religious group may lead to the fall of Tripoli

OR MONTHS General Khalifa Haftar,

Libya’s most powerful warlord, has
besieged Tripoli, struggling to wrest
control of the capital from the uN-backed
“government of national accord” (GNA).
More than 1,000 people have been killed.
Mr Haftar is aided by Emirati and Egyp-
tian air strikes. But the lines hardly
move. A little-known group of Salafists
(ultra-conservative Muslims) called the
Madkhalists may yet tip the balance.

Under orders from their leader, an
octogenarian Saudi preacher named
Rabee al-Madkhali, the Madkhalists
outside the capital have joined Mr Haf-
tar’s ranks, while those inside encourage
fighters to give up. “Put down your weap-
ons, go home, pray and read the Koran,”
says Fahmy Naas, a follower in Tripoli.
War is fitna (strife or sedition), he insists.

The Madkhalists make up less than
10% of Libya’s people. Those with guns
number between 8,000 and 25,000. The
GNA’s commanders blame the group for
undermining morale. They say Mad-
khalists in Tripoli are in regular contact
with their brethren on Mr Haftar’s side
and constitute a fifth column. “If Haftar
breaks into the capital, the Madkhalists
will bring their supporters cheering onto
the streets,” says an official in Tripoli.

Madkhalism took root in Libya under
Muammar Qaddafi. Unlike Libya’s other
Islamists, the Madkhalists shunned the
Arab spring of 2011, when Libyans top-
pled the old dictator. Their support then
shifted to Mr Haftar on the basis of gha-
laba, the principle that God makes the
rightful leader win. The wali al-amr, or
rightful leader, Mr Madkhali insists, is
wali al-agwa, the strongest one.

The Madkhalists make strange bed-
fellows of Mr Haftar, who claims to be
fighting Islamist terror. In Libya’s east,
which he rules, they have been handed
control of the religious-affairs ministry.
From their pulpits they order women

indoors and stage book burnings.

They have also stoked sectarian ten-
sion by destroying the shrines of Sufi
mystics and declaring Ibadism, the sect
of Libya’s Berber minority, heretical.
Their henchmen have beheaded defiant
sheikhs and killed confidants of Libya’s
grand mufti, who supports the GNA.

But the Madkhalists earned the grati-
tude of many Libyans by restoring order
to neighbourhoods after the collapse of
Qaddafi’s regime. Many young men have
been drawn to their simple politics. Mr
Madkhali tells followers to show un-
flinching obedience to the wali al-amr.

Saudi Arabia is suspected of financing
the Madkhalists, who helped Mr Haftar
defeat Islamist fighters in Benghazi and
turf Islamic State out of Derna, farther
east. In Tripoli the Madkhalists man the
Special Deterrence Force, or RADA, which
controls the airport. They have mostly
stayed out of the fight with Mr Haftar.

Some fear the Madkhalists might turn
into something like al-Qaeda. “You can’t
use people and guarantee that they won't
go off-track,” says a Salafist politician in
Egypt. “People are not machines.”
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Gaza, of supporting Palestinian “war
crimes”—and warned Mr Gantz against co-
operating with them.

The deadline for forming a government
is December uth. If no candidate succeeds
by then, Israel will be plunged into its third
election campaign in a year. Mr Netanyahu
would remain as caretaker prime minister.
Polling suggests that another vote is un-
likely to make it any easier to form a gov-
ernment. Reaching a deal with Hamas
looks simple by comparison. ®

Seeds of opposition

Stony ground

NAMPULA
Why one of Africa’s most ambitious
farming projects has failed to thrive

QUINT AT THE grasslands of northern

Mozambique and they look a bit like the
cerrado, a savannah in central Brazil. Could
they be transformed by intensive farming,
justas the thickets of the cerrado have given
way to fields of soya that transformed Bra-
zil from a food importer to one of the
world’s great breadbaskets? That was the
thought behind Prosavana, a programme
bringing Brazilian and Japanese expertise
to Mozambique. Initiated in 2009, it aimed
to lift agricultural production across an
area of 107,000 square kilometres, roughly
the size of Bulgaria.

Politicians heralded Prosavana as a
landmark example of “South-South” co-
operation. Few farming projects in Africa
could match its ambition. It painted a fu-
ture of which many agronomists on the
continent dream: productive and commer-
cially astute smallholder farmers and large
plantations exporting to the world. Yet it
became a study in hubris, and an illustra-
tion of why top-down schemes so often fall
short of expectations.

Some 60% of people in sub-Saharan Af-
rica earn a living from their fields. Most of
them do not use improved seeds or fertil-
iser. A typical farm in Kenya or Uganda pro-
duces about one-third as much maize per
hectare as one in China, and about one-
sixth as much as an American one. Africa
also has much of the world’s remaining un-
cultivated land. Stories of untapped poten-
tial are drawing commercial farming to the
continent. Some agri-businesses cultivate
vast holdings of their own. Others enter ar-
rangements to buy cash crops from locals.
They often run into opposition, not least
over land. Many quietly retreat.

Prosavana encountered similar suspi-
cion. A decade on there is nothing to show
for it except a small research lab and a few

model farms. In a field outside Ribaue, a »»
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» northern town, farmers have been helped
by technicians to check market prices and
start a savings group. Onions grow in neat
rows. But this is merely a scratch on an im-
mense landscape. With the main phase of
Prosavana not yet begun, the project has
mostly had the effect of planting the seeds
of a civil-society movement.

The first that many Mozambicans heard
of Prosavana was an article in a Brazilian
newspaper in 201. “Mozambique offers
land to Brazilian soya”, ran the headline.
The story described Mozambique as “Bra-
zil’'s next agricultural frontier” and cited a
claim by a Brazilian agronomist that half of
northern Mozambique was “unpopulated”.
In 2013 a Prosavana planning document
was leaked. Although it stressed the impor-
tance of small farmers, it also envisaged
linking them to corporate farming clusters.
A private-equity fund hoped to raise $2bn
for related agri-business projects.

Activists denounced the scheme as a
“massive land grab”. They went on a study
trip to the cerrado and joined forces with
movements in Brazil and Japan, in a mirror
of Prosavana’s trilateral structure. An open
letter calling for the suspension of the pro-
ject was signed by 23 organisations in Mo-
zambique and 43 abroad. Each side of the
argument saw the other as out of touch and
vaguely foreign—shills of evil corporations
or dupes of clueless NGOs.

A gulf opened between two irreconcil-
able world-views. Many farmers in north-
ern Mozambique practise shifting cultiva-
tion, moving to new lands when the soil
needs a rest. Agronomists say that rapid
population growth is making this impossi-
ble. Antonio Limbau, the Mozambican civil
servant who oversees Prosavana, argues
that farmers must use hybrid seeds and
synthetic fertilisers to farm more inten-

sively, so that “the same piece of land feeds
more people”.

Farmers call this argument patronising.
“We are not children,” says Costa Estevao,
who leads the peasant union in Nampula
province. He says, accurately, that Prosa-
vana aims to eliminate traditional ways of
cultivation. He worries too about costly
fertiliser and poisonous pesticides. Ana-
bela Lemos, an environmental activist,
says that governments and corporations
want “to destroy the campesina”, or peasant
class. “That’s a big mistake, because they're
the ones who feed the world,” she says.

This kind of rhetoric reflects a “persis-
tent misunderstanding” of the project,
sighs Hiroaki Endo, who heads the Japa-
nese aid agency in Mozambique. Techno-
crats are still redrafting their master plan,
which they say will benefit small farmers.
But whatever emerges from endless con-
sultations will fulfil neither the hopes nor
the fears invested in it. Brazilian farmers
lost interest in Mozambique when they
discovered the land was less empty than
they thought. And they have since opened a
new agricultural frontier back home,
where the government of Jair Bolsonaro is
letting the forest burn.

An unintended outcome of Prosavana
has been the strengthening of Mozam-
bique’s civil society, which forged new
bonds through its campaign. Meanwhile in
the northern grasslands, farmers invoke
the ghost of the project to explain all kinds
of unrelated mischief. Beside a road in
Nampula province villagers recount the
visit of a strange man who gave no name
but asked for 50 hectares of their land. The
tracks of his bulldozer are still imprinted in
the earth. Who is he? Will he come back?
Locals have no idea, but the word on their
lipsis “Prosavana”. ®

Home on the cerrado
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Bullion and bombs

Jihad and the gold
rush

DAKAR
Precious metal is funding jihadists and
armed groups across the Sahel

OREIGN STAFF working in Burkina Faso

for a Canadian gold-mining company,
Semafo, have the option of flying in heli-
copters over roads infested with bandits
and jihadist. Local employees at its Boun-
gou mine are less fortunate. On November
6th five buses carrying 241 workers drove
straight into a massacre. A survivor told
news agencies that men shouting “Allahu
akbar” (Arabic for “God is great”) over-
whelmed their small security escort. The
gunmen sprayed the vehicles with bullets
before boarding and murdering those on
them. Atleast 39 people were killed and an-
other 60 were wounded.

The attack was but the latest outrage in
Burkina Faso, which is struggling to con-
tain a fast-growing jihadist insurgency.
Along with Mali and Niger, it has become
the main front line against terrorists in the
Sahel, adry strip ofland that runs along the
edge of the Sahara. This year alone the con-
flict has killed more than 1,600 people and
forced half a million from their homes in
Burkina Faso. But the latest incident hints
at a worrying new trend: a battle by jiha-
dists and other armed groups to take con-
trol of the region’s gold rush.

Although gold has long been mined in
the region—Mali is thought to have been
the world’s biggest producer of the pre-
cious metal in the 13th century—it has
boomed in recent years with the discovery
of shallow deposits that stretch from Su-
dan to Mauritania. International mining
companies have invested as much as $5bn
in west African production over the past
decade, but the rush has also lured hun-
dreds of thousands of unsophisticated “ar-
tisanal” miners. The International Crisis
Group (ICG), an NGO, reckons that more
than 2m people are involved in small-scale
mining in Burkina Faso, Mali and Niger. In
total they dig up 40-95 tonnes of gold a
year, worth some $1.9bn-4.5bn.

This rush—in a region where states are
already weak and unable to provide securi-
ty—has sucked in a variety of armed groups
and jihadists, including the likes of Ansar
Dine and Islamic State in the Greater Saha-
ra, which killed four American soldiers in
anambush in Nigerin 2017.

The jihadists probably have direct con-
trol of fewer than ten mines, reckons Math-
ieu Pellerin of the 1cG. But they have influ-
ence over many more. In some areas
artisanal miners are forced to pay “taxes” to

45

the jihadists. In others, such as Burkina
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» Faso’s Soum province, the miners hire jiha-
dists to provide security, says the 1¢cG. Oth-
er armed groups such as ethnic militias are
also in on the bonanza and collect cash to
guard mines. International mining firms
may also be funding the jihadists by paying
ransoms for abducted employees or “pro-
tection” money to keep mining, according
to a study published by the OECD, a club of
mostly rich countries.

Informal mines also provide a recruit-
ment pool for extremists, since they are
full of fit young men who know how to use
explosives. Researchers say they have
heard about several instances of radical
preachers going to artisanal miners to re-
cruit fighters. They also provide a ready
source of explosives for bombs.

Just as panning for gold takes time and
patience, so too will be the process of ex-
tracting jihadist groups from the mining
boom. This should be done at both ends of
the supply chain. States could start by pro-
viding tax incentives to miners who agree
to sell through official channels, which
would reduce the amount that jihadists
and criminals earn from smuggling. For
the moment much of Burkina Faso’s artisa-
nal production is sneaked into Togo, which
barely taxes the shiny stuff. Togo does not
produce much gold domestically butitsent
more than 12 tonnes of gold to Dubai in
2016. Gold is also taken out of the Sahel
through majorairports in hand luggage.

Another step would be for the region’s
police and army chiefs to prioritise guard-
ing mines and their environs. With securi-
ty could come services such as schools and
clinics as well as the governance needed to
formalise the industry and prise it away
from extremists.

France, which already has some 4,500
troops across the region, said earlier this
month that it would expand its mission by
deploying significant ground forces to Bur-
kina Faso for the first time. It is also trying
to form a new contingent of European
commandos to reinforce its fightagainstji-
hadists. Neither move suggests that the
endisinsight. B
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Gourmet grubs

GOMA
Eating bugs is popular in Congo, for good reason

T A MARKET in Goma, a city in the
Aeast of the Democratic Republic of
Congo, an old woman pulls the wings off
live grasshoppers and tosses their wrig-
gling bodies into a bucket. She collected
the insects from the airport at sam that
morning, and will go back the next day.
Grasshopper season has just begun.

Throughout November dozens of
grasshopper-hunters gather at Goma
airport most mornings. Itis one of the
few buildings in the city with constant
electricity, and the lights that mark the
runway attract swarms of the bug. People
stuff them into plastic bottles to take to
market. Buyers season them with salt
and eat them with rice or cassava.

Selling insects is more lucrative than
selling fruit. A small pile of grasshoppers
fetches the equivalent of $0.60 (Congo’s
GDP per person is $562). Gathering them
costs nothing but time. Caterpillars are
more valuable still. Once they are boiled
and salted, a large handful will sell for
$1.20—the same price as ten bananas.
Households in Kinshasa, the country’s
sprawling capital, consume about 300
grams of caterpillars (about 80, if they are
averagely juicy) a week.

The Congolese have been eating bugs
for centuries. People say caterpillars, in
particular, are not just tasty but healthy.
“Our ancestors taught us to eat them to
protect us from illnesses,” says Leonie
Lukambala, a seller. She believes they

Perfect with a glass of palm wine

<)

Pt |
A o

can even help people infected with HIV.

Caterpillars are packed with potassi-
um, calcium and magnesium. A hundred
grams of them will provide a person with
the required daily intake of each of these
minerals. They are richer in protein than
beef or fish. A handful is packed with
about 500 calories, more thanareina
fast-food cheeseburger. But thatis a
boon, not a drawback, in a country that
suffers from one of the world’s highest
rates of malnutrition.

Others around the world should catch
up. Bug farming takes up less land, re-
quires less food and does less damage to
the environment than meat or fish farm-
ing. Crickets, for example, need 12 times
less food than cattle to produce the same
amount of protein. Bugs can even be fed
farm and kitchen waste, such as rotten
fruitand vegetables.

Hunting insects is easy, too. Anyone
can wander into the forest—or, indeed,
to the airport—and gather caterpillars,
ants and grasshoppers. But that can also
lead to bad outcomes. The wrong variety
of insect can poison consumers. Mrs
Lukambala says she knows which cater-
pillars to pick because her family has
gathered them for generations (the safe
kind have red heads and fall out of trees).
Your correspondent tried a sample: it
was brittle and had a smoky taste. Add
one more to the 2bn people worldwide
who chomp insects.
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Germany

Are the black zero’s days numbered?

BERLIN

Germany'’s fiscal debate is livelier than ever. But don’t expect a splurge

ARELY DO GERMANS celebrate such

measly growth. But the country had
spent so long fearing a slide into recession
that even its third-quarter expansion of
0.1%, announced on November 14th, felt
like a success. After the economy shrank by
0.2% in the second quarter, strong domes-
tic demand and a surprisingly good export
performance were enough to avoid Ger-
many’s first technical recession since 2013.
Still, the country’s long boom, in which
well over 4m jobs have been created in ten
years, is plainly over.

The fear of looming recession has re-
vived a familiar debate in Germany: should
the government spend more to ward off
danger? Under the so-called schwarze Null
(“black zero”) policy, Germany’s budget has
been in surplus since 2014. Last year, aided
by booming employment and low debt-
service costs, it ran to a whopping 1.9% of
GDP. In some quarters the black zero has
acquired an almost fetishistic quality. Visi-
tors to a wing of the finance ministry in the
state of Hesse can marvel at “Null” (2016),
aninstallation of interlocking black alumi-
nium circles suspended from the ceiling.

But as Germany'’s infrastructure needs

have grown, as its borrowing costs have
plummeted (the yield on Bunds out to ten
years is negative) and as the economy has
slowed, mulish adherence to a balanced-
budget policy has become harder to de-
fend. “Coffers full, country broken!” la-
mented a recent cover of Stern, a weekly,
above a picture of a potholed road. In
wealthy states, dilapidated schools have
been closed for fear of collapse. The state
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development bank puts Germany’s munic-
ipal investment backlog at €138bn ($152bn).
Arotating castof international institutions
passes through Berlin, urging ministers to
turn on the spending taps.

Since March 2018 the finance ministry
has been in the hands of Olaf Scholz, a cen-
trist Social Democrat. Yet hopes for a much
more expansive fiscal policy have been
dashed. The black zero was written into the
coalition deal between Angela Merkel’s
Christian Democrats (CDU) and Mr Scholz’s
SPD. Big government programmes, such as
a recent package to reduce Germany'’s car-
bon emissions, are designed to satisfy fis-
cal rules rather than the other way around.

Mr Scholz, who is running for the spD
leadership and wants to succeed Mrs Mer-
kel as chancellor, argues that steady fiscal
stewardship has left the country well
placed to react to a severe downturn. (The
yardstick would probably be a marked up-
tick in unemployment.) The response, say
officials, would partly follow the tactics
used in the 2008-09 crisis. Automatic sta-
bilisers, such as unemployment benefits,
would kick in. Social-security subsidies
would make it easier for firms to cut work-
ers’ hours; adjusting tax rules on deprecia-
tion would aim to ginger up private invest-
ment. Finance-ministry officials say that
they will dispense with the black zero if
necessary. Mrs Merkel, for all her homilies
about the state living within its means, is
unlikely to resist. Mr Scholz draws compar-
isons to 2008-09, when Germany mobil-
ised €s50bn. “In a real crisis, we’ll spend
money like hell,” says an official.



48 Europe

»  One worry is that the slump will not be
bad enough to trigger meaningful action.
Another, says Jens Siidekum, an econom-
ics professor at Heinrich-Heine-University
Diisseldorf, is that a late, hastily imple-
mented stimulus could cut against Ger-
many'’s long-term investment and restruc-
turing needs. For example, subsidies or tax
cuts could encourage car companies to
keep plugging old technologies. Mr Siide-
kum is among a growing number of econo-
mists who want Germany to exploit low
borrowing costs to fund a multi-year trans-
formative public investment plan. Yet even
were the government to dispense with the
black zero it would run into the “debt
brake” a constitutional ban on structural
deficits over 0.35% of GDP designed to tie
the hands of spendthrift politicians. The fi-
nance ministry estimates this headroom
would allow foronly €6.5bn in fresh spend-
ing next year, barely 0.2% of GDP.

Various wheezes have been proposed to
get around this, including off-balance-
sheet vehicles linked to public bodies like
universities or housing associations that
can tap markets without violating the debt
brake. A more ambitious approach, pro-
posed by the Green Party, would ditch the
black zero and complement the debt brake
with an investment rule that would exploit
less stringent EU regulations. The Greens
think this could kick-start public invest-
ment worth €35bn a year. But it would re-
quire a tricky constitutional change.

Some Germans have tired of foreign
criticism. Public investment grew by 3.8%
last year, they point out (although it re-
mains below the euro-zone average, and is
too low even to maintain the capital stock).
Eckhardt Rehberg, who is leading the cpu
indiscussions over next year’s budget, says
capacity constraints and red tape make it
hard to spend more without accelerating
costs in construction. Local governments
often fail to spend allocated funds as it is.
In Germany’s tight labour market, compa-
nies cannot meet orders, and a chronically
understaffed public-sector workforce
struggles to manage them. Critics counter
that a long-term targeted investment
scheme, rather than the stop-start pro-
grammes of recent years, would provide
firms with the guarantees they need to ex-
pand capacity.

Such rows will not end soon. Mean-
while the outlook is uncertain. Germany'’s
export-heavy economy remains exposed to
risks like a no-deal Brexit and the uncer-
tainty around America’s trade spat with
China. “German business expectations
have fallen off a cliff,” according to 1HS
Markit, a research firm. The European
Commission thinks German growth will
outpace only Italy’s in 2020. Amid such
worries, critics will continue to decry the
German government’s tightfistedness. The
chancesare thatitwill continue toresist. B

Spain’s election

An electio-shock

MADRID
It prompts a first step towards a
left-cum-regionalist government

N SEPTEMBER Pedro Sanchez, Spain’s act-
Iing prime minister, said that if he agreed
to a coalition between his Socialists and
Podemos, a farther-left party, he “wouldn’t
sleep at night”. Two months later, just
hours after an election on November 10th
in which both parties lost ground while the
hard right surged, Mr Sanchez and Pablo
Iglesias, Podemos’s leader, signed an out-
line agreement to form Spain’s first co-
alition government since the 1930s. Many
details are lacking and the deal is not itself
enough to guarantee a majority in Con-
gress. But after their fourth general elec-
tion in as many years, Spaniards may be
spared a fifth, at least for a couple of years.

The Socialists have emerged again as
the largest party, but with only 120 of the
350 seats in Congress, down three on the
previous vote in April. Podemos lost seven
seats (two to a splinter party). Between
them, the pair mustered almost1.4m fewer
votes, partly because turnout fell by six
points and partly because of continuing
fragmentation, as an unprecedented 16
parties won seats in Congress.

The big change was that Vox, a hard-
right Spanish nationalist party, surged into
third place with 15% of the vote. Its rise
came partly at the expense of Ciudadanos,
a rudderless formerly centrist party, which
was almost wiped out. Albert Rivera, its
founding leader, resigned. The voters thus
punished, to varying degrees, those they
held responsible for failing to form a gov-
ernment after the April poll. That was
when Mr Rivera deprived the country of its
only realistic prospect of a strong, reform-
ist administration by setting his face
againstan agreement with Mr Sanchez.

Chastened by his pyrrhic victory, Mr
Sanchez chose to eat his words and accepta
coalition in which Mr Iglesias would prob-
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ably be a deputy prime minister and have
two or three other ministries. The two have
disagreed about the economy and about
Catalonia, the biggest issues facing Spain.
Mr Iglesias wants to squeeze the rich and
repeal a labour reform which made firms
more competitive. Mr Sanchez has at-
tempted to assuage the concerns of busi-
ness folk by saying he will put Nadia Cal-
vifo, his fiscally sober economy minister,
in overall charge of economic matters. Po-
demos may kick against her.

The campaign was dominated by the
conflict in Catalonia, after the Supreme
Court last month imposed swingeing pri-
son sentences on nine Catalan separatist
leaders for their role in the illegal referen-
dum and declaration of independence in
October 2017. That prompted sometimes
violent protests which continued this
week with the blocking of motorways in
Catalonia. The separatists’ threat to nation-
al unity has fuelled the rise of Vox, which
wants to limit Spain’s sweeping regional
autonomy. It also loudly complains about
illegal immigrants claiming welfare bene-
fits (though few do).

Podemos has hitherto backed the sepa-
ratists’ demand for a referendum on inde-
pendence. The draft coalition agreement
calls for the government merely to pro-
mote talks “always within the constitu-
tion”, which does not recognise a right to
self-determination. To scrape together the
majority needed to form a government, Mr
Sanchez must now rely on the support of
regional parties and, probably, the absten-
tion of some Catalan separatists. Given the
climate in Catalonia, that will not be easy.

For now, the prime minister appears to
have rejected a second option, to seek an
agreement with the mainstream conserva-
tive People’s Party, the Socialists’age-old ri-
vals. That is not clearly on offer, but most
leaders accept that the country’s political
deadlock needs to be broken. To resort to
yet another election would be “dangerous-
ly badly received by Spanish society” and
would lead to even greater fragmentation
and stir up still more support for Vox, says
José Luis Ayllon of Llorente y Cuenca, a po-
litical consultancy. That prospect should
concentrate minds. |
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Ireland

Compo crisis

DUBLIN
Ireland’s insurance premiums have
rocketed

N JULY 2015 Maria Bailey, then a 39-year-
I old local councillorin Dun Laoghaire, ran
a1okm race in under 54 minutes. Her cred-
itable time, recorded on the race’s website,
came back to haunt her in May, when it
emerged that Ms Bailey—now an MpP—was
seeking up to €60,000 in compensation for
a fall, three weeks before the race, which
she claimed had left her unable to run for
three months. Enjoying a convivial night
out, Ms Bailey had suffered minor injuries
when she fell off an “unsupervised” swing
in a trendy Dublin hotel. She withdrew her
claim soon after news of it broke.

For many people, the case was a particu-
larly galling example of Ireland’s “compo
culture”, an epidemic of dubious compen-
sation claims, extravagant awards and
soaring insurance premiums that is blight-
ing small business, forcing drivers off the
road and stifling public activities, includ-
inglocal festivals.

“Sports clubs and community groups
aren’t able to offer the same services they
used to,” says Peter Boland, director of the
Alliance for Insurance Reform, a coalition
of businesses, sporting bodies and NGoOs.
“We have a crisis of childhood obesity, but
many primary schools don’t let children
run in the playground any more, or play
football informally, because they’re afraid
of injury claims. It is shrinking society.”

Insurance companies complain that
Irish courts pay out much more than their
Western peers for short-term, soft-tissue
injuries like whiplash. A recent inquiry
found that the average soft-tissue payout
in Ireland was just under €20,000, four

Europe

Old wine in new bottles

500 years after his death, wine connoisseurs can once again drink
Leonardo da Vinci's wine

EONARDO DA VINCI is remembered as

many things—artist, inventor, scien-
tist. “Boozer”, however, is rarely included
on the archetypal polymath’s astonish-
ing cv. That might change now that
scientists have resurrected da Vinci’s
own vineyard.

Da Vinci was a great lover of wine,
“the divine liquor of the grape”, as he
called it. So much so that Ludivoco Sfor-
za, the Duke of Milan, offered him a
vineyard as payment for “The Last Sup-
per”, which he painted for the refectory
of the Convent of Santa Maria delle Gra-
ziein Milan in 1498. It survived for centu-
ries after his death, until it was destroyed
by a fire started by Allied bombs in 1943.
With it was lost any hope of seeking
inspiration from the same liquid source
that once fuelled the painter of “Mona
Lisa” and the inventor of the helicopter.

Thatis, until 2007, when Luca Maro-
ni, an oenologist, decided to excavate the
site in the hope that some vine-roots had
survived the fire. He recruited Attilio
Scienza, an expert on viniculture, and
Serena Imazio, a geneticist, and they
began to dig. Finding some roots intact,
the team subjected them to extensive
genetic testing at the Universita degli
Studiin Milan. In 2009 they identified da
Vinci'’s grapes as Malvasia di Candia
Aromatica, a variety thatis still grown in
Italy today.

That discovery set off a painstaking
recreation of da Vinci's vineyard. Dr
Imazio scoured Italy to find grapes simi-
lar to the DNA profile of the roots, bring-
ing them back to Milan and copying the

times the average in Britain. Such large
quantities of cash do seem to have curative
value. Last month the Irish Times reported
that 90% of whiplash patients attending
one Dublin pain clinic stopped showing up
as soon as compensation was paid.

Lawyers disagree. They blame Ireland’s
insurance companies, which they accuse
of exaggerating the problem to cover for
premiums and profits that are increasing
out of proportion to any rise in payouts. To
reduce awards, argues Ken Murphy, direc-
tor-general of the professional body for so-
licitors, would “merely be to take from the
pockets of injured victims of negligence in
order to line the pockets of an increasingly
profitable insurance industry”.

This summer the government set up a
judicial council that might, eventually, cap
compensation for minorinjuries. Little has

original layout of the vineyard as exactly
as possible. Located in the gardens of the
Casa degli Atellani, just two minutes’
walk from “The Last Supper”, it has been
open to visitors since 2015.

The vineyard produced its first har-
vest in September 2018. Now, aftera long
wait, da Vinci’'s wine is ready to drink. A
first 330 bottles, based on a design found
indaVinci’s Codex Windsor, will be
auctioned later this year. For those not
lucky enough to grab a bottle, the vine-
yards of the nearby Castello di Luzzano,
also thought to have been the property of
the Duke of Milan, produce a wine made
from the same type of grape and inspired
by da Vinci. You can enjoy a glass aftera
pleasant stroll through his vineyard.
Lightand floral, you can almost taste in it
a hint of Leonardo’s renaissance.
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yet been done, however, to remedy a dearth
of investigations for insurance fraud. Earli-
er this year a parliamentary committee re-
vealed that the insurance companies,
while claiming that 20% of all claims are
fraudulent, had only referred 19 cases to
police in a recent six-month period.

Meanwhile, small businesses fear the
worst. Gerry Frawley of the Irish Inflatable
Hirers Federation frets that the last insurer
willing to cover the bouncy-castle indus-
try—a London-based underwriter—has
just pulled out of Ireland. “The responsible
people will go out of business in the next
year,” he warns, “and the cowboys who nev-
er cared about safety or insurance or
checks or registration will be renting play
equipment to your children.” What some
seek to gain on the swings, others will lose
on the bouncy castles. ®
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Charlemagne | Reading the cards

Our outgoing columnist spies two possible future paths for Europe

ITTLE ABOUT Europe is simple. The EU is a sprawling, labyrin-

thine, many-centred thing. It tends to move either very slowly
or very fast, with shifts creeping forwards over years or suddenly
flashing pastin hours at late-night summits. National capitals can
feel like different universes, with their own electoral and eco-
nomic cycles, personalities, in-jokes, taboos, histories, myths and
ideological constellations. So it can be tricky to identify and ex-
plain continent-wide trends, and even more so to anticipate them.
No wonder that confidently sweeping analyses of Europe often get
the big calls wrong.

Early in the new millennium, the EU’s eastward expansion,
transatlantic rifts and a mild economic climate together produced
a wave of grandiose claims about the European model’s sunny fu-
ture. Books with titles like “The European Dream” and “Why Eu-
rope Will Run the 21st Century” hit the shelves. A convention of
grandees drew up a blueprint for the EU called a Constitution for
Europe. But then the blueprint was rejected at two referendums,
economic crisis set in, the euro zone started to wobble, migration
soared and the union ended the decade much less struttingly than
almostanyone had predicted.

Primary-coloured prognostications about the current decade
have proven even more wrong. The peak of the euro crisis around
2012 saw a surge of premature obituaries for the European project,
which were reprinted when migration crises, terror attacks and
Britain’s vote to leave struck over the following years. The EU was
said to be paralysed by its divisions and doomed to extremism,
destitution and collapse. Yet today, in the twilight of the decade,
the picture is cheerier. Economies have recovered, support for the
union is at record levels and the last European elections saw turn-
out rise for the first time in decades. Chilly international winds
may even be toughening it up. The EU leads the world in trade lib-
eralisation and technology regulation and its incoming executive
calls itself the first “geopolitical” commission. In Emmanuel Mac-
ron it has a far-sighted statesman—even if his bold urgings to oth-
er leaders are as much exasperated as hopeful.

And what of the next decade? It is highly unlikely that the Eu
will end the 2020s either as the smouldering wreck of Brexiteer
reveries or as the muscular mega-power of Macroniste dreams. As

your columnist hands on Charlemagne’s crown, he can more easi-
ly imagine two distinct but more nuanced possibilities.

In the first, mildly positive, one the Eu muddles its way towards
a multi-tier structure in which overlapping and concentric circles
of states can better co-operate. Different “coalitions of the willing”
within the EU emerge to do different things. A group centred on
France and Germany creates a common asylum system, the Nor-
dics and the Baltics build a deep digital-services union, and mili-
tarily adventurous states like France and Italy complement NATO
with midsized interventions close to Europe. An accommodation
combining the reduction and pooling of risk in the euro zone
paves the way for modest resilience-boosting progress on banking
union and closer fiscal co-ordination. Populists remain disrup-
tive, but the centre holds. Europe enters the 2030s as a more hard-
nosed figure, with a patchwork of shared interests. Though not
comparable in military or technological power to America or Chi-
na, itis arelevant broker between them.

In the second, more negative, scenario the EU’s relative decline
is sharper. An economic slowdown in the early 2020s causes more
near-death experiences for the euro, hardens the mood against
further integration and increases economic divergence. A split be-
tween a “northern” and a “southern” euro is seriously discussed.
Anaemic growth also sidelines long-term geopolitical and indus-
trial considerations at the expense of short-term fixes and narrow
national advantage-seeking. The grind of outside challenges, from
technological disruption and migration to terrorism and med-
dling foreign powers, turns states inward and against each other.
Asthebloc fails to deal with its problems, public support for the EU
drops, although no state actually follows Britain out of the club.
Populists paralyse fragmented legislatures, blur into the main-
stream and shape a more nationalist, less co-operative agenda.
The EU enters the 2030s in one piece, but divided and less relevant,
its high relative living standards fraying as Europe falls behind
economic rivals and its population ages and shrinks.

Shades of grey
The difference between these two outcomes, and the spectrum of
sub-scenarios between them, is measured in the answers to sever-
al big questions. Will European leaders find the capacity and polit-
ical capital to focus on improving their project, even outside mo-
ments of high drama? Will they use crises (and there will
inevitably be crises) to shove it forward? Will ordinary voters elect
politicians who promise only to ease the process of decline, or
ones offering vigorous reforms that boost growth? Will the conti-
nent become more realistic about the difficult choices it faces over
the course of the 21st century, and therefore strive towards the
first, imperfect but happier, of the scenarios? The default and
probably more likely outcome is the second and unhappier of the
two. Mr Macron’s recent doom-laden warnings to this newspaper
about Europe’s need to wake up may have raised eyebrows, butitis
much less clear that they will have the desired result.

Europe’s muddled complexity is matched by its simple virtues.
It remains, thanks in no small part to the EU, the largest cluster of
people living in freedom, prosperity and peace on the planet. It is
capable of renewal and of verve—and often of combining these
things with enlightened approaches to work, health, society, civic
rights and the environment. It has much to teach and to otherwise
contribute to the rest of the world. None of those things will
change overnight if its relative decline proves steeper than neces-
sary. But they will make it that much more of a tragedy. ®
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The National Health Service

Spin doctors

WATFORD

The Conservatives want to be the party of the NHs. Will voters swallow it?

HE SUMMER after he ran the Brexit cam-
Tpaign, and two years before he was ap-
pointed the prime minister’s chief adviser,
Dominic Cummings gave a talk to Nudge-
stock, a “festival of behavioural science”. At
the event, put on by Ogilvy, an advertising
agency, his analysis of the “core problems
of the Tory party brand” was typically
blunt. Almost all British people love the
NHS. But most Tory Mps don’t care about it,
he said—“and the public kind of has cot-
toned on to that.”

Under Mr Cummings’s guidance, Boris
Johnson has deployed a combination of
money and warm words to show he does
care. Last year Theresa May, his predeces-
sor in Downing Street, announced an extra
£20bn ($26bn) a year by 2023 for the health
service. Since taking charge Mr Johnson
has promised £2.7bn more to build six hos-
pitals, £2.4bn to boost primary care, and
£1.8bn to refurbish facilities and buy new
equipment. These announcements have
been enthusiastically promoted. Ninety-
six of Mr Johnson’s 659 tweets as prime
minister have mentioned the NHS, and he
has visited at least halfa dozen hospitals.

A few recent polls show that the Conser-
vatives are now more trusted than Labour
on health, the issue voters consider the
most or second-most important, depend-
ing on the pollster. Richard Sloggett, a for-
mer adviser to Matt Hancock, the health
secretary, says the Tories will try to cement
their lead by emphasising precisely how
the new money will improve each voter’s
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local hospital, be that with a new ward or
the latest cancer-screening technology. La-
bourhaslongregarded health as home turf,
meaning this will be an unusual election:
both parties believe they can win by talking
aboutthe NHS.

One place where the battle will be
fought is Watford, a Tory-Labour marginal
on the northern outskirts of London, and
oneof thebeneficiaries of MrJohnson’s lar-
gesse. The town’s general hospital, a dilapi-
dated 521-bed establishment next to Vicar-
age Road football stadium, is expected to
get the lion’s share of a £400m loan to the
trust that runs it. When Mr Johnson visited
in October he promised a transformation.
“The old Victorian building will go, the
Portakabins will go,” he said. “There will be
world-class facilities and world-class
staff.” Dean Russell, the local Tory candi-
date, says the NHs will be at the centre of
his campaign.

Labour politicians dismiss the Conser-
vatives’ claims to be the party of the NHS.
Even Sir John Major, a former Tory prime
minister, has warned that under Mr John-
son and his fellow Brexiteers the health
service would be as safe “as a pet hamster
would be with a hungry python”. On No-
vember 13th Labour announced an “NHS
rescue plan”, including a 3.9% annual in-
crease in day-to-day funding (compared
with 3.4% growth under the Tories’ plans)
and a big rise in capital funding. It has also
pledged to undo Tory reforms designed to
encourage the internal market, and to end

privatisation by bringing contracts in- »
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» house when they expire, without yet ex-
plaining exactly how this would work.

The party is on firmer ground when crit-
icising the government. Mr Johnson'’s
promises of new cash have come too late,
says Chris Ostrowski, Labour’s candidate
in Watford, who points out that plans for
the redevelopment of the hospital have
been around for at least a decade. “From
consultants to porters, the thing you often
hear is, ‘It’'s never been as bad as this’,” he
says. National performance measures back
up such reports. Data released on Novem-
ber14th showed thatin October 16% of peo-
ple visiting accident and emergency de-
partments waited longer than four hours to
be seen, more than any month on record
(see chart on previous page).

As temperatures drop, the question is
how far performance will slip. The British
Medical Association, the doctors’ trade un-
ion, has warned that the health service is
facing its worst-ever winter crisis. Elec-
tions are usually held in spring, when the
NHS is emerging from its most difficult
period. The last one to be held when the
health service was on the ropes was in 1987,
when its finances were in a bad way, notes
Nicholas Timmins, a historian of the wel-
fare state. The difference is that there are
now much more data available, making it
easier to track how the system is doing.

Winter is coming
Underlying the poor performance is a basic
imbalance between demand for services
and staffing levels, says Richard Murray,
chief executive of the King’s Fund, a think-
tank. Staff shortages have been exacerbat-
ed by pension rules that deter some clini-
cians from taking on extra work. The Con-
servatives’ promise to end free movement
from the European Union would cut off an-
other source of workers, though they have
promised an “NHs visa” to keep the doctors
coming. Labour’s plan to phase in a four-
day week could cause an even bigger pinch.
No amount of emergency meetings be-
tween Downing Street and NHS England is
likely to improve things much before the
election, which could cause problems for
the government. As a former Labour advis-
er observes: “There is no way to spin old
people dying on trolleys in waiting rooms.”
More optimistic Tories point out that
the now-standard winter crisis usually be-
comes apparent at the start of the year. But
even if the Conservatives manage to escape
blame for the state of the health service,
they are likely to take flak on another front.
As Mr Cummings discovered during the
Brexit campaign, with his promise to give
the NHS the £350m a week that would sup-
posedly berecouped from Brussels, linking
Brexit to the health service makes for a po-
tent political combination. The Tories’ am-
bition todo atrade deal with America offers
Labour just such an opportunity. Asked

about whatrole the NHS might play in trade
negotiations on a visit to London in June,
President Donald Trump replied ominous-
ly that “everything is on the table”.

Quite what that means is unclear. Sec-
ond term or not, Mr Trump will probably be
out of office by the time any deal is con-
cluded, and he has since rowed back from
his remarks. American companies can al-
ready tender for NHS contracts, so long as
they have a presence in the Eu. Possible de-
mands from America could include mak-
ing it harder to return such contracts to the
public sector, or loosening regulations on
drug purchasing, to allow pharmaceutical
firms to make greater profits. Perhaps more
important than the details, at least as far as
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the election is concerned, is the idea that
under the Tories the NHS would be “up for
sale”, as Jeremy Corbyn, Labour’s leader,
putsiit.

In reality, any British government
would probably resist being forced into
making drastic changes to the cherished
health service. Senior Conservatives, in-
cluding MrJohnson and Mr Hancock, loud-
ly insistthatthe NHS will not be involved in
any trade deal. The trouble, as one Tory MP
notes, “is that the more airtime [a potential
trade deal] gets, the more it becomes a fac-
tor in the electorate’s mind.” Which is why
Conservative candidates will do everything
they can to talk about the new hospital
wards they are building instead.

The battle for commuterland

Reading the runes

READING WEST

Labour is going backwards in a target seat

ALOK SHARMA could be for-
given for being nervous.
The Conservative cabinet
minister sits on a small ma-
jority of 2,876 in Reading
West, one of two constitu-
enciesinatownjust westof
London. A demographic
tailwind blows in Labour’s
favour, with young families moving from
the capital to the town, which has a swish
new railway station at its heart. Labour
controls the borough council and snatched
neighbouring Reading Eastin 2017.

Yet Mr Sharma has little cause to worry.
Just over 50% of voters says they will back
him in the coming election, according to a

SWING
SEATS

poll by Survation for The Economist. Sup-
port for Labour, meanwhile, has slumped
t026%. A bridgeable six-pointlead enjoyed
by Mr Sharma in 2017 has turned into a 24-
point chasm (see chart on next page). Con-
stituency polling has a large margin of er-
ror. But it seems that the Labour-voting co-
alition that almost made Mr Sharma a
casualty of the last election has collapsed.
With its mix of countryside, council es-
tates and commuters, Reading West is a
slice of England. Since its creation in 1983,
the constituency has always been held by
the governing party. It broke 52% to 48% for
Leave in the Brexit referendum, like the
rest of the country. Mr Sharma'’s vote share
increased in 2017 (from 48% to 49%) but his »



The Economist November 16th 2019

» majority fell, in a pattern repeated across
the country as Labour surged.

Both Labour and the Conservatives did
exceptionally well in terms of vote share in
2017. But in seats like Reading West, the
2017 result is a floor for the Tory vote. For
Labour, it risks being a ceiling. The party
maxed out its vote in places like Reading
West, says James Johnson of JL Partners, a
pollster. Smaller parties like the Liberal
Democrats were squeezed to the point of
collapse. “There is only room for those oth-
er parties to grow,” says Mr Johnson.

While the Lib Dems chomp away at La-
bour’s vote share, the Brexit Party has stood
down in the constituency (after our poll
was taken). That should make life easier
still for Mr Sharma, as most Brexit Party
backers are expected to switch to the To-
ries. Labour hopes that in time the Lib Dem
vote will be eroded, as Remainers realise
that, under first-past-the-post, only La-
bour can beat the Conservatives in seats
like Reading West. Labour’s leaflets remind
wavering voters that it came within 3,000
votes of displacing the Tories last time,
whereas the Lib Dems were 22,000 behind.

Labour activists now pray for a repeat of
the party’s late surge in 2017, hoping that
when the party’s manifesto is published
more voters will return to the flock. At least
opinion of Mr Corbyn cannot get much
worse: about 47% in Reading West think
Boris Johnson would make the best prime
minister, whereas only 13% opt for Mr Cor-
byn. Labour may benefit from having a lo-
cal candidate, Rachel Eden, a long-serving
councillor. (“I remember when this was
fields,” she says of the newish flats sur-
rounding a café in the south of the town.
“Well, I say ‘fields’—the remains of a sew-
age works.”)

Labour has cause for longer-term opti-
mism about towns like Reading, even if the
prospects this time look grim. Demo-
graphic change could help it in future, ar-
gues Rob Wilson, a former Conservative MpP
who represented the eastern half of the
town in 2005-17. Reading has become more
ethnically diverse, while young middle-
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class professionals (who these days tend to
vote Labour) have moved in. Londoners ac-
count for 16% of home sales in Reading in
the pastyear, according to Hamptons Inter-
national, an estate agent. Similar trends
across the south-east helped Labour gain
seats in places like Brighton in 2017, as well
as biting into the “doughnut” of outer-Lon-
don constituencies that used to vote Tory.

This time, however, with the Lib Dems
polling in the teens—rather than on life-
support as they were in 2017—these seats
may prove trickier for Labour. And the Con-
servatives are unlikely to make the same
mistakes as in 2017, such as putting out a
manifesto with few goodies for voters. In
places such as Reading West, Labour
climbed a mountain at the last election.
Butin the past two years, they seem to have
slipped backdown it. ®

Tactical voting
Nigel Farage’s
Christmas present

The Brexit Party boosts the Tories,
while opposition parties keep fighting

IT MAY HAVE been the most significant
moment of the election campaign. On
November uth Nigel Farage, leader of the
Brexit Party, who had talked of fighting 600
seats, said he would not field candidates in
the 317 won by the Tories in 2017. He had
sought a pact with Boris Johnson, but after
being rejected he offered a “unilateral” alli-
ance. His barely credible explanation was
that, having denounced Mr Johnson’s
Brexit as little better than Remain, he had
seen a video in which the prime minister
promised a Canada-style free-trade deal
and no extension of the transition period
beyond December 2020.

The truth is that Mr Farage was under
immense pressure from his financial and
political backers not to jeopardise the elec-
tion by splitting the pro-Brexit vote, there-
by risking losing Brexit altogether. Yet al-
most as important as his decision not to
fight Tory incumbents was his insistence
that he would still run candidates in other
seats. Brexiteers demanded that he go fur-
ther by standing down in Leave-voting La-
bour marginals which the Tories need to
win. But as we went to press Mr Farage was
stubbornly refusing to give way.

Even so, his decision not to fight the To-
ries directly is a boost for Mr Johnson. Ac-
cording to Matthew Goodwin of the Uni-
versity of Kent, two-thirds of the most
marginal Tory seats voted Leave in 2016. A
significant Brexit Party vote might have
tipped several the opposition’s way. And
the indirect effect of Mr Farage’s announce-
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ment may count even more. Chris Hanretty
of Royal Holloway, University of London,
says the psychological impact on hardline
Brexiteers of Mr Farage actively supporting
Mr Johnson’s Brexit deal will be profound,
encouraging more to vote Tory.

Yet the Brexit Party could still dent Mr
Johnson’s chances of winning Leave-back-
ing Labour marginals. Mr Farage claims
thatin these seats the party will mostly win
over Labour supporters who are unhappy
with Jeremy Corbyn’s leadership. But most
pollsters reckon it draws at least twice as
many votes from the Tories as from Labour.

Being associated with Mr Farage could
cost Mr Johnson some support in pro-Re-
main areas. As many as sm Tory voters in
2017 backed Remain in the 2016 referen-
dum. Many will no doubt vote Conserva-
tive again, but a few may be put off by Mr
Farage’s support of the prime minister’s
hard Brexit. Labour is trying to win over
even more by linking Mr Johnson and Mr
Farage to their mutual American friend,
Donald Trump. The president has long
called for a pact between the two men.

If the two most pro-Brexit parties can
enter a form of electoral alliance, why can’t
the anti-Brexit parties? Three of them—the
Liberal Democrats, Greens and Plaid
Cymru—have formed a “Unite to Remain”
alliance, in which they agree not to run
against each other in 60 seats. The Lib
Dems have also decided not to oppose Do-
minic Grieve, a renegade ex-Tory running
as an independent in Beaconsfield. The
Greens have pulled out of Chingford, to in-
crease Labour’s chances of unseating lain
Duncan Smith, a hardline Tory Brexiteer.

What would make a real difference is a
pact between the Lib Dems and Labour. Yet
the parties’ tribal instincts and ingrained
hostility stand in the way. Heidi Allen, a
former Tory mp turned Lib Dem, says her
party approached Labour several times but
was rebuffed. Labour insists on running
candidates everywhere. The party leader-
ship damns the Lib Dems for joining David
Cameron’s (pro-austerity) coalition in
2010. Jo Swinson, the Lib Dem leader, is a
fierce critic of Mr Corbyn. This week her
party insisted on fielding new candidates
in Canterbury and High Peak, upsetting the
two existing ones who had both stood
down to give Labour a clear run and are
now advocating a Labour vote.

In theory the electorate could do the job
by voting tactically for whoever is most
likely to defeat the Conservatives. Several
websites now offer advice on this, though
they do not always agree. But although tac-
tical voting has increased since the 1990s, it
is unlikely to be extensive enough to
change the result. Mr Goodwin draws an
analogy with the 1983 election, which Mar-
garet Thatcher won by a landslide despite
losing vote share. The main reason was a
divided opposition. &

53



54 Britain

Bagehot | The Party of Davos
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Britain’s most powerful political alliance is heading for a deserved tumble

HIS ELECTION is the most unpredictable in years. Tribal loyal-

ties are weakening. Party chiefs are campaigning all over the
map—Conservatives in Labour heartlands in the north and
Labourites in Tory bastions in the south. The Liberal Democrats are
awild card. But one thing is certain in all this confusion. Whoever
wins the election, the Party of Davos will lose. This is nothing less
than a revolution in British politics.

The Party of Davos refers to the 3,000 or so people who attend
the World Economic Forum in Switzerland each year, and their
more numerous ideological bag-carriers. (This columnist admits
to attending the forum on several occasions and to carrying a good
deal of ideological baggage.) Davosites are defined by their ada-
mantine belief in economic and social liberalism and their posi-
tion at the top of various global organisations. They support glo-
balisation and multilateral institutions and disdain parochialism
and nationalism. They idealise business and loathe nimbyism and
restraints on trade. Michael Oakeshott, a philosopher, said that po-
litical rationalists place no value on the tried-and-true, and believe
that “nothing is to be left standing for want of scrutiny”. Davosites
are rationalists par excellence.

The Party of Davos achieved its greatest success in Britain from
1997 to 2016. Tony Blair and David Cameron may have worn differ-
ent-coloured rosettes, but they were both paid-up members of the
party. Ditto their various comrades-in-arms, such as George Os-
borne on the right, Peter Mandelson on the left and Nick Clegg in
the middle. Under Mr Blair the Labour Party made its peace with
Margaret Thatcher’s pro-business philosophy by fawning over
businesspeople. Under Mr Cameron the Conservatives made their
peace with social liberalism by supporting gay marriage.

The great purge of the Davosites started on the left, with Jeremy
Corbyn’s election to the leadership of the Labour Party in 2015. Out
went the likes of Mr Mandelson (who had once declared that “we
are intensely relaxed about people becoming filthy rich”). In came
hard-leftists who had learned their craft on picket lines rather than
ski slopes. Mr Corbyn even advocated putting one of Davos’s he-
roes, Mr Blair, on trial for war crimes. The purge spread to the Con-
servative Party this year with the election of Boris Johnson as
leader, who expelled 21 senior Tories for disloyalty over Europe.

Davosites such as Rupert Harrison, a protégé of Mr Osborne, have
been weeded from the Conservative candidates list.

The Davosites have made several ill-starred attempts to re-
group. They briefly supported the idea of a “government of nation-
al unity”, only to see the idea fizzle. They invested high hopes in a
second referendum, but the “people’s vote” movement collapsed
in turmoil when Roland Rudd, the PR entrepreneur who helps to
fund it, tried to sack two of its leaders and staff responded by walk-
ing out. Exasperated Davosites are now backing the Lib Dems, but
so far the polls are moving against them.

There is no doubt that the Davosites deserve much of what has
been hurled at them. They overpromised and underdelivered. Gor-
don Brown boasted that Britain had abolished the cycle of boom-
and-bust under his leadership, only to see the global economy
plunged into the worst financial crisis since the 1930s. Mr Blair
championed the war in Iraq on the grounds that Saddam Hussein
possessed weapons of mass destruction, and that toppling a dicta-
tor might bring democracy to the Middle East. They engaged in a
pattern of self-dealing that destroyed the bond of trust between
the political elites and the masses. Since the financial crisis the
likes of Messrs Blair and Osborne have grown “stinking rich” by
selling their advice to global companies, while ordinary British
workers have seen their wages stagnate. And they failed to learn
the lessons of history. Too many Davosites think they need only
make corporations a bit more woke and all will be forgiven.

But even when all that is conceded, British politics is paying a
heavy price for the collapse of the Party of Davos. The average 1Q of
the political class is deteriorating. When Mr Clegg lost his seat in
Sheffield Hallam in 2015, he was replaced by Jared O’Mara, a local
bar owner who once called for Jamie Cullum, a jazz musician, to be
“sodomised with his own piano”. The quality of governance is col-
lapsing. Brexit has distracted attention from urgent problems such
as the obesity epidemic and the dismal state of vocational educa-
tion. The Davosites may have made a bad job of running the coun-
try, but the populists on both the left and the right look as if they
are going to make an even worse one.

The long climb back

The Party of Davos needs to apply Oakeshott’s principle of scrutiny
toitselfifitis to have any chance of regaining its place at the sum-
mit of British politics. The Davosites must learn to see themselves
as others see them. Appearing on the slopes to make the case for a
second referendum, as Mr Rudd once did, or tweeting that Aspen is
a great place to hold a discussion on refugees, like David Miliband,
a Blairite ex-minister, guarantees political oblivion. They need to
recognise that they are the beneficiaries of all sorts of hidden privi-
leges. Davosites have relentlessly championed creative destruc-
tion without recognising that the costs of such policies fall dispro-
portionately on people other than themselves. They need to see
that they are on a hiding to nothing if they think they can win pop-
ular support by advocating a pure diet of economic and social lib-
eralism. If anything, majorities want the opposite.

This will require a lot of rethinking of lazy verities. Davosites
need to think much harder about the importance of things like be-
longing, dignity and nationalism. It will also require a lot of self-
policing. Davosites need to be as hard on self-dealing on their own
side, particularly among company bosses who pay themselves
ever more for mediocre performance, as they are on that of others.
Unless the Party of Davos can reform itself, it will remain on the pe-
riphery of British politics—and rightly so. &
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Corporate governance

Out with the proxies

NEW YORK

America’s shareholder advisers come under fire

ROXY ADVISORY services used to be an
Pobscure feature of corporate America.
No longer. These geeky outfits, which re-
view mountains of proposals put forward
by shareholders on topics ranging from
mergers and executive pay to climate
change and diversity, then issue recom-
mendations, can sway how their clients
vote. Given that most are big institutional
investors with clout, this advice matters.
Earlier this year analysts at Credit Suisse,
an investment bank, predicted that proxy
advisers’ counsel would decide the fate of
Bristol-Myers Squibb’s mammoth $74bn
bid for Celgene, a rival drugmaker.

Big institutional investors like Capital
Group and Fidelity have in-house teams to
deal with such matters. But most funds rely
onoutside advisers. Two of them dominate
the business. Institutional Shareholder
Services (1ss), owned by Genstar, an Ameri-
can private-equity firm, provides proxy
recommendations on over 40,000 share-
holder meetings in more than 100 coun-

tries each year. Glass Lewis informs some
20,000 votes in 100 countries. It is owned
by two Canadian asset managers. Between
them, 1ss and Glass Lewis control 97% of
America’s proxy-advice market.

Their client base has boomed. In 1950
institutions held only 10% of American
shares. By 2018 it was close to 80%. As
shareholder activism has grown in Ameri-
ca, so have proxy battles—from 270 cam-
paigns in 2012 to over 300 this year. Prolif-
erating passive investment funds, led by
Vanguard, are keenly handing their voting
rights over to proxy advisers.

Zombie apocalypse

Business lobbies have had enough. “We
have been concerned about proxy advisory
firms for some time,” says Tom Quaadman
of the us Chamber of Commerce. He argues
that they lack transparency and have “sig-
nificant” conflicts of interest arising from
their consulting divisions, which advise
companies on improving corporate gover-
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nance. A report from the chamber last year
bemoaned an onslaught of “zombie pro-
posals”, which come up repeatedly—and
repeatedly fail to win a majority of votes.

In August America’s Securities and Ex-
change Commission (SEC) ruled thatvoting
recommendations made by the advisers
amounted to “solicitations” under proxy
rules, a higher regulatory standard than the
firms faced before. They would, for in-
stance, have to prove compliance with
anti-fraud provisions. 1ss filed a lawsuit in
response. On November 5th the SEC pro-
posed more rule changes, “to improve the
accuracy and transparency of proxy voting
advice”. Among other things, these would
raise the minimum share of votes required
for shareholder proposals to succeed and
let target firms review proxy recommenda-
tions twice before investors see them.

Corporate groups are cock-a-hoop. The
National Association of Manufacturers,
one of those spearheading the proxy war,
declared that the proposal was “a signifi-
cant victory” that “sets up reasonable
guardrails” on the proxy process. Joseph
Grundfest of Stanford Law School sees
nothing wrong with giving firms the
chance to challenge the factual basis of rec-
ommendations: “As long as 1Ss is accurate
in everything it does, it has no additional
legal liability.”

Nonsense, say critics of the new provi-

sions, who liken them to slapping a tax on »
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» advice critical of management. Charles El-
son of the University of Delaware argues
the SEC proposal is “a punitive solution
looking for a problem”. He believes that
business chambers’ claims of vast num-
bers of errors in proxy recommendations
are overblown. It is telling that few of the
proxy advisory firms’ institutional clients,
who would be most affected by erroneous
or conflicted advice, are complaining.

On the contrary. “The goal of the co-or-
dinated, corporate-funded campaigns...is
to make it harder and more expensive for
institutional investors to get the expert ad-

vice they need to hold executives account-
able,” says the Council of Institutional In-
vestors, which represents funds with $4trn
in assets under management. Chris Ail-
man of the California State Teachers’ Re-
tirement System, which has $242bn in as-
sets, fears a return to “egregious
management behaviour”. “People have for-
gotten Enron and WorldCom,” he warns,
referring to two huge corporate-fraud
scandals in the early 2000s.

Drew Chapman of Baker Botts, a law
firm, sees the proposed rule changes as
double-edged. More transparency should

Don’t show, tell

The agonies of videoconferencing

T WAS ONE of the viral videos of 2017.

Robert Kelly, an American academic,
was discussing South Korean politics live
on BBC World News when his two small
children, eager for daddy’s attention,
toddled into the room to interrupt him. It
was a natural, joyful moment.

What did not look natural was Mr
Kelly’s pose before the interruption. He
was being interviewed by video link,
staring at his screen, his gaze fixed and
glassy. Like most people who use the
same technology, he looked as if he was
appearing in a hostage video.

These awkward interactions are a
regular feature of 24-hour news chan-
nels, with their insatiable appetite for
experts, many of whom live far from the
studio. Increasingly, they are a regular
part of people’s working lives, too. Many
meetings now require a video screen so
that others can participate from afar—
their faces looming large like the villains
appearing on the screen of the bridge of
the starship Enterprise in an episode of
“Star Trek”.

The future is likely to involve even
more screen-based meetings. One sur-
vey, published earlier this year, predicted
12% annual growth in global sales of
videoconferencing equipment between
now and 2023.

On the plus side, videoconferencing
could contribute to combating climate
change. Avideo link is immeasurably
cleaner than a long-haul flight. However,
itis difficult to find any realistic esti-
mates of how much this will save in
terms of carbon emissions. It is helpful if
video calls mean people do not drive to
the office; less helpful if they simply
avoid public transport.

Some advocates also claim that video-
conferencing beats phone calls. It is, they
say, easier to establish a rapport with

someone if you see them on screen, rather
than simply hear their voice. Facial expres-
sions and hand gestures can give a better
clue as to the other person’s mood and
intentions, which can help avoid misun-
derstandings.

Yet in many professional exchanges
you may want to disguise your actual state
of mind. Even in more intimate settings
than the office texting has replaced phone
conversations. If being heard makes many
people self-conscious, imagine being
seen. Bartleby has a face that only a mother
could love—which is why, although he
occasionally appears on The Economist’s
podcasts, he is rightly absent from its
films. He has no desire to be seen by the
other people with whom he is communi-
cating—or to see himselfin a corner of the
screen, a process that automatically makes
him want to fidget. If a public-relations
type suggests a video interview with some-
one, your columnist always opts fora
phone call instead.

Not everyone wants to be watched
while undertaking a long phone call,
especially at home where neither clothes
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in principle benefit investors. But tougher
solicitation rules may make it easier for a
firm’s management to sue the proxy firms
over advice it does not like—possibly dis-
couraging them from being overly critical.

The SEC’s proposal now enters a 60-day
comment period. The regulator is expected
to make a final ruling early next year. The
advisory firms may then challenge it in
court. That could stretch the fight out by
months, or even years.

Another outcome is possible. The SEC
could instead modify the proposal to soft-
en its sharp edges. This would push proxy »

nor surroundings redound to most peo-
ple’sadvantage. It is also hard to pay
attention for extended periods. The
ability to check emails, or sports scores,
is the only way to cope with the tedium
of, say, calls to discuss participation in
conference panels (which are typically
longer than the panel itself). That option
disappears when your face is on camera.

Videoconferencing may improve.
Facebook has brought outa product
called Portal, which promises (or threat-
ens?) to keep track of you as you move
about, always keeping you in shot. Apple
plans a feature which will use “advanced
image manipulation” to ensure it seems
asifyoureyes are always looking at the
screen, even when they are not.

To Bartleby, the first recalls scenes in
old horror flicks where the eyes in the
painting followed the victim around the
room. He prefers the sound of the sec-
ond, especially if a version could keep a
digitised version of his face on screen,
while artificial intelligence is pro-
grammed to insert pre-recorded phrases
like “you’re right” and “mmhm” at suit-
able moments, leaving him to go about
his business.

Great writers have toyed with the idea
of our being constantly watched—with
disturbing results. Jeremy Bentham
devised the panopticon, a prison where a
single guard can see into every inmate’s
cell. Winston Smith, the doomed hero of
George Orwell’s “1984”, finds that agents
of Big Brother have been watching him
through his Tv screen, and are thus
aware of his disloyalty. A videoconfe-
rence can be highly useful on occasion.
But not every meeting requires it. Before
switching on the screen, ask yourself: “Is
my face really necessary?”

Economist.com/blogs/bartleby
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» firms to be more transparent, especially
about possible conflicts of interest, but
without burdening them with costly new
regulations and reporting requirements.
Robert Jackson, a dissenting commission-
er on the sec (and rare regulator with deep
expertise in data analytics), makes the eco-
nomic case for finesse.

Mr Jackson’s research suggests that
bosses are right to complain about nui-
sance proposals. Shareholder votes put for-
ward by “gadflies”—the ten most prolific
submitters in any given year—coincided
with declines in returns at American target

firms in the months following a share-
holder meeting. However, listed American
firms which faced non-gadfly proposals
outperformed the market by 5% one year
after the shareholder meeting at which
they were presented was held.

That implies that any final SEC ruling
should put off gadflies, but not other pro-
posals that would keep managements hon-
est. Doing this will not be easy. But the SEC
can surely do better than its current sug-
gestions. These seem overly kind to man-
agers—and, in Mr Jackson’s words, “swat at
agadfly with asledgehammer”. |

Italian business

When I'm 84

Octogenarians are shaking up corporate Italy

ARLO DE BENEDETTI is fond of high

drama. When he resigned after only
three months as chief executive of Fiat in
1976, rumours swirled that he was cobbling
together a bid for the then-ailing carmaker
with the help of Swiss financiers. Mr De Be-
nedetti denied ever having such designs.
But he seemed to relish all the attention.

Mr De Benedetti, who turned 85 on No-
vember 14th, is back centre-stage of Italian
business with another unorthodox bid.
Last month he offered €38m ($42m) to buy
a 29.9% stake of GEDI Gruppo Editoriale,
publisher of newspapers including La
Stampa and La Repubblica, as part of a plan
to relaunch the business, which is cur-
rently run by his sons, Marco and Rodolfo.

P —

Still in the driver’s seat

His offspring have “neither the skills nor
the passion required to be publishers”, he
lamented in an interview with Corriere del-
la Sera, a rival daily. GEDI was a ship with-
out a captain, at the mercy of high waves,
according to the patriarch. On October 28th
he resigned as honorary chairman of GEDI.
(Exor, a holding company whose chairman
sits on the board of The Economist’s parent
company, has a 6% stake in GEDI.)

Mr De Benedetti’s return may be partic-
ularly operatic, but other Italian Methuse-
lahs are also in the spotlight. Stefano Pes-
sina, the 78-year-old billionaire who is
both the boss and the biggest shareholder
of Walgreens Boots Alliance is exploring a
deal to take the struggling American drug-
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store chain private. On November 11th KKR,
an American private-equity giant which
teamed up with Mr Pessina in 2007 to buy
Alliance Boots, made a formal offer for
Walgreens. The $70bn buy-out would be
the largest in history. Days earlier data
from Consob, an Italian securities regula-
tor, revealed that Leonardo Del Vecchio,
founder of Luxottica, a maker of spectacles
(including Ray-Ban and Oakley sunglass-
es), who is 84, has just boosted to nearly
10% his stake in Mediobanca, an influen-
tial investment bank. Mr Del Vecchio is ex-
pected to increase his stake further. Italy’s
second-richest man is challenging Medio-
banca to build up its investment-banking
business and to rely less on income from
its stake in Generali, Italy’s biggest insurer
(of which Mr Del Vecchio also owns
achunk).

Another 84-year-old, Luciano Benetton,
is again getting involved in the business of
making colourful clothes that first made
his family’s name. A revival of the fashion
business may help divert attention from
the clan’s infrastructure business. This was
hurt by the tragic collapse last year of a
bridge in Genoa managed by Autostrade, a
toll-road operator owned by a holding
company the Benettons control.

Ageing patriarchs who are reluctant to
bow out, or so much as plan for the day
when nature will eventually force them to,
are a feature of Italian capitalism. Giorgio
Armani is running his fashion empire at
the age of 8s. Silvio Berlusconi, Italy’s 83-
year-old former prime minister, remains
the power behind the throne at Mediaset,
Italy’s biggest commercial broadcaster
(which is run by his son, Pier Silvio). When
Bernardo Caprotti died three years ago
aged 9o he was still managing Esselunga, a
supermarket chain he founded.

In the past ten years the leadership of
companies has been rejuvenated, observes
Franceso Giavazzi at Bocconi University in
Milan. But, as Raffaella Sadun of Harvard
Business School points out, that may be be-
cause founders put younger family mem-
bers in charge as a way of retaining control.
“It is not clear their relations are the best
people for the job,” she says. Plenty of tal-
ented managers are reluctant to join firms
where their career prospects would be sub-
ordinated to feckless scions. The mid-sized
companies of Germany'’s Mittelstand could
teach corporate Italy a thing or two about
how to handle succession, Ms Sadun says.

The younger De Benedettis were taken
aback by the paternal foray. Despite a sharp
decline in third-quarter profits, they insist
that the group needs no restructuring. At
least the fatherly bid, however hurtful,
could be lucrative. In 2012 Mr De Benedetti
gave Rodolfo, Marco and his third son,
Edoardo, his stake in CIR, a holding com-
pany which owns 44% of GepI. Each would
pocket millions if he boughtitback. ®
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Lifts

Ascending scale

A mega-deal and new technology may
sustain an enduring oligopoly

MODERN CITIES owe their shape to two
19th-century revolutions in personal
transportation. For urban sprawl, blame
the car. The skyscrapers that shape many of
the world’s most recognisable cityscapes
would not exist without fast and safe lifts.
Whereas the four biggest carmakers sell
two-fifths of road vehicles, liftmakers have
the market sewn up far more tightly. The
top four firms provide over two-thirds of
all lifts (see chart). More concentration
may be arriving shortly.

The potential for consolidation comes
courtesy of Thyssenkrupp. The struggling
German industrial conglomerate needs to
raise money as it restructures radically
after years of dwindling profits and strate-
gic missteps. Elevator Technology (ET), its
lift business, could be worth €15bn-18bn
($17bn-20bn), roughly equivalent to Thys-
senkrupp’s market value (including net
debt). It plans to sell either a stake in the
business or the whole thing.

There are, it appears, plenty of takers
willing to jump on Thyssenkrupp lifts.
Groups that submitted bids before a dead-
line on November 8th are said to include
some of the world’s biggest private-equity
firms, such as 3G, Blackstone and Carlyle.
Finland’s Kone, anotherlift-industry giant,
has long coveted ET. Japan’s Hitachi is also
likely to have putin a bid.

Whoever they turn out to be, the bidders
are attracted by an industry that has more
ups than downs. The global lift market was
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worth $73bn in 2018 and the share prices of
lift companies have comfortably outper-
formed the capital-goods industry as a
whole for years, according to Morgan Stan-
ley, a bank. Lifts are a “great business”, ex-
plains Klas Bergelind of Citi, another bank,
because half of all revenues are recurring.
The cyclical business of selling and install-
ing new lifts is complemented by a steady
stream of income from maintaining and
modernising existing lifts.

That part of the business looks poised to
gain in importance. Citi expects annual
sales of new lifts to grow by around 1% for
the next few years. But that still leaves
plenty that need maintenance, including
the 900,000 or so installed in 2018, double
the number a decade earlier. Over 60% of
these were built in China, despite its cool-
ing property boom.

China’s vast servicing market may pro-
vide along-term opportunity that helps the
big liftmakers weather the global slow-
down in new equipment sales. At the mo-
ment maintenance of a worldwide in-
stalled base of 16m lifts is a far less
concentrated business, largely thanks to a
bevy of small Chinese competitors. But as
lifts become connected devices, bigger
manufacturers could replicate their domi-
nance in the market for new lifts. They
have more money than smaller rivals to in-
vest in technologies to diagnose problems
remotely in real time, predict failures and
prevent breakdowns.

Which way will ET fall? A sale to a priv-
ate-equity firm would quickly raise the
cash Thyssenkrupp urgently needs. But it
would yield none of the economies of scale
that a tie-up with another liftmaker could
produce. Hitachi, strong in its home mar-
ket, will see this as its one opportunity to
elevate itselfinto the global bigleague. And
as Jefferies, another bank, observes, Otis
and Schindler may not be content to
“watch from the sidelines”.

The firm that has courted T the longest
is Kone. Together the pair would create a
firm as towering as the skyscrapers their
products make possible. The businesses
are geographically complementary: ET is
stronger in America, Kone does better in
China. Combining their service networks,
research and development and the like
might save €1bn a year. But overlap in Eu-
rope will trouble competition authorities.
Thyssenkrupp may prefer a deal with fewer
potential regulatory complications.

Bringing together the world’s two most
innovative liftmakers would certainly lift
architects’ spirits. ET is testing MULTI, a
ropeless system that uses linear motors to
allow its lifts to travel up, down and side-
ways. Kone has developed a carbon-fibre-
composite cable thatallows everlonger tra-
vel heights—and so taller structures. To-
gether these two technologies could
reshape the city once again. |
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One for the money

In 1993 a group of male students at
Nanjing University in China decided to
celebrate their singledom. The annual
date would be November 11th, comprised
of four lonely 1s. The story may be
apocryphal. But since 2009 Alibaba,
China’s e-commerce giant, has turned
Singles’ Day into a very real shopping
frenzy. It has long since eclipsed America’s
Black Friday and Cyber Monday online
sales combined. This year Taylor Swift
performed at the countdown. In the next
24 hours Alibaba sold $38.4bn-worth of
merchandise. Competitors like Jp.com and
Pinduoduo have piled in. Some people
worry that what began as a lighthearted
excuse to treat oneself has turned into a
high-pressure version of Valentine’s Day.
Others decry the harsh conditions
workers face in order to meet demand and
the holiday’s environmental impact. But
shoppers certainly seem to like it.
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Schumpeter | Tomato catch-up

Ocado wages a grocery war against Amazon, Walmart and Alibaba

Business

ANIC IS SWEEPING through supermarket aisles. Profits are mea-
Pgre, convenience is king, discounters are rife. Even Amazon,
Walmart and Alibaba, the world’s three biggest retailers, are trem-
bling. No one has fully mastered the art of selling groceries online.
The business represents just 2.3%, or $160bn, of a worldwide groc-
ery market of $7trn. As that sharerises, as it will surely continue to,
itcould be life or death for some in the industry.

In the midst of this mélée is a fast-talking Brit, Tim Steiner. The
firm he co-founded, Ocado, has shaken up the British online retail
market, and it is trying to do the same internationally. By selling
expertise from almost 20 years as a pioneering online grocer to su-
permarkets in America and elsewhere, he wants to help them be-
come a fourth force in the industry—able to resist the big three.

His patter is honed by a career battling doubters (an analyst
once put him down with the quip: “Ocado begins with an ‘0, ends
with an ‘0’, and is worth zero”). Sceptics still harbour deep reserva-
tions. Though Ocado has more than tripled in value in the past two
years to £7.5bn ($9.6bn), its share price has plunged recently. But
his insurgency shows how the battle to dominate online groceries
remains wide open. Ocado has as good a chance as anyone.

Grocery is a sadomasochistic business. Sellers can count on
stable revenues but have little margin for error on sourcing, price
and waste. Shoppers suffer from a retail version of Stockholm syn-
drome. They are lured by grocers with the promise of savings, only
to be fleeced. Shops make them do the work of picking the produce
and bagging it. They set traps in the aisles—in the form of strategi-
cally placed celebrity magazines or freshly baked doughnuts—to
slow shoppers down. Yet customers continue to return for more,
despite having ever more options to order online and have grocer-
ies delivered to their doorstep. In China and America, online groc-
ery shopping is a miserly 3.8% and 1.6% of the total, respectively.

Mr Steiner, a former Goldman Sachs bond trader, has pulled off
the rare feat of making home-delivery both tolerable for shoppers
and profitable for sellers. He knows how to squeeze the last
farthing out of a tomato and has turned the sorting of groceries in
warehouses into a science—specifically, clever robotics—which
has kept costs competitive. Partly thanks to Ocado, Britain trails
only South Korea and Japan in its embrace of online grocers.

Earlier this year Mr Steiner persuaded Marks & Spencer, a Brit-
ish retailer, to pay £75om for a half of Ocado’s domestic
online-grocery business. The money is helping develop his firm’s
newer, more lucrative international venture, which licenses the
know-how to build modular high-tech warehouses that can be
scaled up as needed. The biggest deal, struckin 2018, has been with
Kroger. The American supermarket chain aims to order 20 Ocado
customer fulfilment centres (CFCs, or, as Kroger calls them, sheds)
by 2021, far more than the four that Ocado has so far erected in Brit-
ain (the newest burned down this year). Despite their recent slide
Ocado’s shares still trade like a software firm’s, not a supermar-
ket’s. JPMorgan Cazenove, a broker, said last month that the firm
would need to announce 126 CFCs to justify a recent valuation of
£9bn, three times the number it has planned.

Kroger's sheds, which may take up to five years to complete, al-
ready give a sense of the emerging grocery battle lines. They will be
big, up to about 33,000 square metres (350,000 square feet),
though they can be flexed up and down. They will sit on the edge of
cities. Ocado aims to make up for the long drives to deliver grocer-
ies by speeding up its robots, packing crates of 50 items in six to
seven minutes. There will be no time-pressed “pickers” elbowing
shoppers aside to fill an online order, as in other supermarkets.

But the Ocado model, which works well in urban Britain, is as
yet untested in more sparsely populated places. In America and
China others are moving in a different direction—and in a hurry.

In 2017 Amazon sent shivers down American grocers’ spines by
buying Whole Foods. On November 11th it confirmed that it was
opening its first grocery store in California that is not part of that
upscale chain. Last month it launched free delivery of Amazon
Fresh, a grocery service, to its Prime members. So far its bark has
been worse than its bite. By one estimate only 6% of its sales are
perishables, compared with 65% at a traditional grocer.

Amazon’s domestic rivals are making existing supermarkets
the kernel of their online operations, either for picking up orders
or delivering them. Close by will be micro-fulfilment centres,
which will seek to emulate Ocado’s efficiency, but cut down on tra-
vel times. The model is Walmart, which cited sharp growth in on-
line grocery from its supercentres in America as a reason for high-
er sales this summer. Last month it launched a service in which
employees in three American cities can deliver groceries directly
to customers’ fridges when no one is home, using smart-entry
technology and wearable cameras. It also promises same-day de-
livery under a membership programme like Amazon Prime.

Open sesames

Alibaba’s high-tech Hema supermarkets in China are more cut-
ting-edge still. They use QR codes on fish to validate freshness, en-
able app-based shopping, have robots aplenty (naturally) and offer
3o0-minute delivery within a small radius. Yet it is unclear if
Hema’s technology will succeed where armies of cheap labour,
ready to sort, pick and deliver groceries, have mostly failed.

No one has as yet quite cracked the problem. More wizardry,
perhaps virtual-reality headsets, may be required to make internet
grocery shopping as intuitive for people as it is offline. But the in-
centives for grocers to press ahead are huge. No relationship in re-
tail is as intense as that of shoppers with their supermarket. Few
firms have as many eggs in the online-shopping basket as Ocado. If
things do not work out, at least the Kroger deal has made Mr
Steiner a rich man. If they do, he may be a rare example of a British
entrepreneur with global ambitions who is not off his trolley. &
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Power to the people

LOS ANGELES

Media giants are battling for viewers’ attention. There will be blood

N HOLLYWOOD LINGO, Disney+ launched

hot. On blitz day, as Disney called the eve
of its television-streaming service’s debut
on November 12th, a massive marketing
campaign reached a climax. Buses in its
theme parks were wrapped in ads, employ-
ees in Disney shops wore QR codes for peo-
ple to sign up with smartphones and ABC’s
“Dancing with the Stars” trailed the excite-
ment to come. By the end of the first day,
1om people had signed up—beyond Dis-
ney’s highest expectations, it said. Its serv-
ers struggled to cope. The company rushed
to fix the glitches, as viewers devoured
“The Mandalorian”, a specially made live-
action “Star Wars” spin-off.

For $6.99 a month—slightly less than
the cost of a cinema ticket—viewers in
America, Canada and the Netherlands can
now tap the world’s most valuable enter-
tainment catalogue. As well as new original
content, they can watch anything from
“Snow White” to “Avengers: Endgame” and,
thanks to Disney’s $71bn acquisition this
year of 21st Century Fox, all 662 episodes of
“The Simpsons” (America’s favourite car-
toon family was also enlisted in the ad

blitz). Behind the scenes, a new recom-
mendation algorithm hoovered up enough
user data in a few hours to start sending
millions of personalised viewing sugges-
tions, says Kevin Mayer, who runs Disney’s
international and direct-to-consumer
businesses, including Disney-+.

Going into on-demand streaming is an
epochal shift for the 96-year-old company.
Like its Hollywood rivals, it has built an
empire on controlling access to films and
TV shows, which were released in dribs and
drabs—on cinema screens, broadcast net-
works and cable channels. That model, the
entertainment industry has concluded, is
no longer viable in the internet age. In Oc-
tober AT&T, which owns WarnerMedia, the
former Time Warner, unveiled HBO Max.
The new service will give viewers full on-
line access to HBO programming, as well as
to other valuable content including the li-
braries of Warner Bros, New Line Cinema
and Japan’s Studio Ghibli, plus new origi-
nal shows. NBcUniversal will parry with
Peacock, a mainly ad-supported streaming
platform also expected next year. Smaller
services such as cBs All Access and Show-

time have already piled in. On November
1st Apple, a tech giant with entertainment
aspirations, launched Apple Tv+, its own
streaming service with several star-stud-
ded original shows.

“We are surprised it took them all so
long,” quips Ted Sarandos, chief content of-
ficer of Netflix, which began the streaming
revolution in 2007. But now they are here.
Itis, in the words of Brian Roberts, chief ex-
ecutive of Comcast, a cable behemoth
which owns NBcUniversal, “an important
moment, as many parties across broad in-
dustries have entered the competition for
content creation”.

That competition should benefit con-
sumers, who can expect a surfeit of high-
quality fare. For media companies and
their shareholders, it will be brutal. Bil-
lions of dollars will get torched. Some end-
ings will be happier than others.

The big bang theory

The entertainment business’s original
script was simple. People paid for cinema
tickets (and later video rentals) to watch
films, and advertisers paid networks forac-
cess to viewers of their Tv shows. That be-
gan to change in the 1990s. Hit series like
“The Sopranos” and “Sex and the City” on
HBO, a cable channel then owned by Time
Warner, proved that people would pay ex-
tra for compelling television. But HBO still
relied on “sequential” releases of weekly
episodes. It was also a wholesale proposi-
tion, sold in a bundle of pay-Tv channels.
“The big bang”, says Barry Diller, chairman »
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» of IAC, who in 1986 founded Fox Broadcast-
ing as a rival to the three incumbent free-
to-air networks, ABC, CBS and NBC, came in
the mid-2000s with Netflixand, soon after,
Amazon Prime Video, the e-commerce
giant’s streaming service.

The industry’s initial response to the
challengers was to pawn its crown jewels.
Netflix paid hundreds of millions of dol-
lars for rights to stream beloved sitcoms
like “Friends” or “The Office”. HBO struck
deals with Amazon to supply it with pro-
gramming such as “Six Feet Under”. This al-
lowed the streaming upstarts to rack up
subscribers and splurge on more content.
In time, they began producing their own
programmes, notably in 2013 with “House
of Cards”. Netflix released the entire first
season of its political drama at once, usher-
ing in the age of “binge-watching”.

Meanwhile, the rest of the business was
being reshaped in other ways. Many media
groups were folded into vertically integrat-
ed conglomerates that controlled both the
production and distribution of content. In
2013 Comcast completed its purchase of
NBcUniversal. In 2015 AT&T, a telecoms
company, bought DirecTv, a satellite firm,
and in 2018 paid $85bn for Time Warner,
owner of HBO and the Warner Bros studio.
Disney eschewed vertical integration but
expanded horizontally. Its megadeal with
21st Century Fox was the fourth for its boss,
Bob Iger, who had earlier snapped up Pixar
(an animation studio), Lucasfilm (maker of
“Star Wars”), and Marvel Entertainment,
home of Marvel Comics.

This flurry of consolidation created a
handful of giant content owners, with
massive back catalogues and a willingness
tospend heavily on old shows and new pro-
gramming (see chart 1). In October HBO
Max reportedly agreed to pay over $500m
for the American rights to air 23 old series
and three new ones of “South Park”, a satiri-
cal cartoon owned by Viacom. It was one of
the biggest on-demand-licensing deals of
all time. The same rights went for $192m
fouryearsago. As one media executive puts
it, with more than a hint of admiration,
“AT&T is not screwing around.” Since 2010
just three groups—WarnerMedia, Disney
and Netflix—have ploughed a total of
$250bn into programming (see chart 2).

As content-related costs have surged,
the lucrative old business model has reced-
ed. Netflix has made viewers less willing to
pay over the odds fora big bundle of pay-Tv
channels, which generated margins of
around 50% and accounted for as much as
three-quarters of profits at media con-
glomerates like Time Warner, Disney, Via-
com or News Corporation. Streaming as a
stand-alone business either loses money
or at best, breaks even. Netflix books ac-
counting profits but has yet to turn free
cashflow positive (though it expects to
soon). It has accumulated $12bn of long-
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term debt despite making no acquisitions.
Media firms moving into streaming have
“swapped a quarter for a nickel and paid $5
for the privilege,” sums up one executive.

There are three ways to make streaming
pay. Firms can accumulate deep ranks of
loyal subscribers athome and abroad. They
can raise prices. Or they can spend less on
programming.

Winning over millions of subscribers is
getting harder. Once consumers have paid
for broadband and for a simple bundle of
news and sports, it takes only three or four
streaming services at current prices before
the bill adds up to not much less than what
they coughed up forold pay-Tv. Companies
are jumping into streaming in a peak-at-
tention economy, notes Tim Mulligan of
MIDiA Research. Consumers have no more
spare leisure time for new TV apps. Reed
Hastings, boss of Netflix, has named “Fort-
nite”, a hit video game, and sleep as his
main competition.

In practice, his and others’ streaming
services will probably have to claw viewers
away from each other. Even then, custom-
ers may not stay. Switching costs are low.
People might sign up for Disney+ to see
“The Mandalorian”, leave and then come
backayear later for a new Marvel film.

If building an enormous subscriber
base looks hard, what about raising prices?
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Netflix did so in the spring, when its stan-
dard plan went up by $2. There is chatter
that Disney may need to raise its price for
Disney+ sooner rather than later. But that
risks driving subscribers into rivals’ arms.

Again, Netflix serves as a cautionary
tale. In the third quarter it added just
500,000 American subscribers, 300,000
fewer than expected. Earlier this year it saw
their number decline for the first time in 12
years. And that was before Disney, Apple
and others entered the fray. Globally, Net-
flix now expects to add 26.7m subscribers
this year, down from 28.6m in 2018; 90% of
its subscriber growth comes from abroad,
where it is potentially more expensive to
win viewers because of the need to tailor
content for each market.

That leaves spending on programming
as the last lever on profits. This, says Mr
Roberts of Comcast, will need to be pulled
back somewhat over time. There is no sign
of that yet. According to Bloomberg Intelli-
gence, a research firm, the average cost of
producing a single episode of a scripted
drama is close to $6m, twice the going rate
of three to fouryears ago. This year16 firms,
from Disney to Quibi, a short-form mobile-
video platform, will spend a total of $100bn
on content, according to UBS, a bank. That
is roughly equal to the sum invested in
America’s oil industry this year.

Goofy?

Disney expects its streaming service to
break even by 2024, once it reaches
6om-9om subscribers. The plan is for two-
thirds of these to come from overseas.
Some on Wall Street worry that the firm
could lose money on Disney+ for years to
come. Streaming may encourage a faster
rate of “cord-cutting”, as people cancel
pricey pay-Tv subscriptions, cannibalising
the company’s mainstay cable profits.

MrIger hasas good as admitted that Dis-
neyisbetting the farm. But, as he explained
in his recently published autobiography, it
has little choice. Its rivals appear to share
the sentiment. AT&T expects to invest $2bn
in year one of HBO Max and to earn no rev-
enue at the start. Over time, the hope is, in-
vestment will go down and revenue will
rise; the service is also expected to break
even in five years.

Still, a shake-outlooks inevitable. There
is much uncertainty about who will be left
standing. The prevailing view in the indus-
try is that Netflix will be hard to dislodge. It
has amassed 158m global subscribers and
created a brand that appeals to all ages and
tastes. Its recent purchase of rights to
“Seinfeld” will help make up for the loss of
“Friends” and “The Office”, two of its most
popular shows which AT&T and Comcast,
respectively, plan to pull from Netflix. It
has 47,000 TV episodes and 4,000 films in
its American catalogue, according to Am-
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» more than the 7,500 episodes and 500 films
that Disney+ will offer in its first year. It
will spend $15bn or so this year on original
content. Mr Sarandos says there are no
plans to adjust Netflix’s strategy in re-
sponse to all the new competition.

Disney, with its must-see shows and
profits that are the envy of the industry, is
also here to stay. So in all likelihood is HBO
Max, which can tap its parent company’s
17om customer relationships. “We could
not do this without AT&T,” says Bob Green-
blatt, chairman of WarnerMedia Entertain-
ment, who oversees the group’s direct-to-
consumer business. “There is no way that
we could so easily reach tens of millions of
people on our own.” As with Comcast,
whose Peacock service should find anestin
the new medialandscape, entertainmentis
becoming an important source of revenue
for AT&T. The phone giant will also use HBO
Max toacquire and retain wireless custom-
ers. Smaller content players such as Dis-
covery and Sony Entertainment will have
to identify niches. cBs and Viacom (which
are merging) are planning an arms-dealer
strategy—of supplying content to anyone
who wants to buy it.

To xfinity and beyond

Over time, firms that can aggregate the va-
rious streaming services in bundles with
simple interfaces will reap rewards. Con-
sumers are overwhelmed by the volume of
content coming their way. They are in-
creasingly fed up with having to search for
shows on various platforms. Internet ser-
vice providers such as Comcast and Veri-
zon can help curate this video onslaught.
Comcast’s xfinity Flex, a new service for
broadband-only customers, for example,
offers a seamless way to use more than 100
video and music services. A voice-con-
trolled Tv remote can search for, say, “the
episode in ‘Seinfeld’ where George claims
to be a marine biologist”.

Then there are the technology giants.
For them, producing entertainment is not
an end in itself, says Matthew Ball, former
head of strategy at Amazon Studios (and an
occasional contributor to The Economist).
In Amazon’s case, TV is a way to retain
Prime subscribers and sell more shoes and
loo roll. For Apple it is about selling hard-
ware and expanding its range of services.

Many media executives, particularly
the veterans among them, worry about
what this means for the future of high-
quality content. In their view, much of the
film and Tv business is now run by clueless
outsiders. They cite Apple’s “Stories to Be-
lieve in”, as its first Tv shows were mawk-
ishly trailed, as evidence of naivety. “The
Morning Show”, a drama about working in
television starring Jennifer Aniston and
Reese Witherspoon, got mixed reviews.
“The show, and the service, don’t need to
exist,” concluded Rolling Stone magazine.

Despite kudos for backing critically ac-
claimed shows like “Fleabag” and “The
Marvelous Mrs Maisel”, Amazon’s longer
record in Tv draws similarly tepid reviews.
“Apple doesn’t know what the fuck they are
doing and Amazon knows less,” concludes
a former film-studio bigwig.

Top management at AT&T wants HBO to
produce a lot more programming. In prac-
tice, that could include less rarefied fare
that might appeal to America’s heartland,
notjustits coastal elites. HBO’s unabashed-
ly elitist old-timers are not keen on the new
strategy. The decision by John Stankey,
head of the telecom firm’s entertainment
unit, to ramp up production prompted a
raft of departures, including that of Rich-
ard Plepler, HBO’s head, who gave the green
light to “Game of Thrones”. “Stankey wants
HBO to compete with Netflix,” says Rick Ro-
sen, a founder of the Endeavour Agency.
But many people worry that there is a big
risk of HBO’s brand losing its distinctive-
ness. “After 20 more years of doing it,” jokes
one streaming boss, “John Stankey will be a
great creative executive.”

It would nevertheless be a mistake to
conclude that outsiders will never get
things right. Jeff Bewkes, former chief ex-
ecutive of Time Warner, once dismissed
Netflix as “the Albanian Army”. Now Holly-
wood considers the company a legitimate
film studio. It is also easy to overstate the
role of senior executives at media firms’
parent companies. Much of the creativity
in Hollywood comes from lower down,
from outside big firms and from informal
networks of writers and stars, some with
their own production companies, includ-
ing Ms Witherspoon and Michael B. Jordan.

Tinseltown has a way of absorbing out-
siders. Media executives point out that Ap-
ple and Amazon are already adapting. At
first they put tech types in charge of their
TV operations but later installed seasoned
film folk with strong links to the creative
world. On November 12th it was reported
that Mr Plepler is in talks with Apple about
an exclusive production agreement. Like

=
Fantasia
United States, streaming subscribers, m

8
+" Disney+*
6
HBO Now
4
Showtime
ESPN+T

2
CBS All Access 0

| T T T T T T T T T T T

0 2 4 6 8 10 12

Quarters after launch

Source: UBS *Forecast TOwned by Disney

The Economist November 16th 2019

many a moneyman seduced over the years,
Jeff Bezos, Amazon’s boss, seems star-
struck. He goes to all the awards ceremo-
nies, including the Golden Globes—above
and beyond what even movie-studio
bosses feel obliged to, remarks a former
studio executive.

As long as money keeps flowing, cre-
ativity should flourish. So far, shareholders
appear happy to let it flow. Netflix’s share
price has fallen from its peak in mid-2018
but the company remains highly rated rela-
tive to earnings. Disney shares have risen
by 28% since the company revealed the de-
tails of Disney+ to investors in April. AT&T
and Comcast are also up this year.

Even before the taps are tightened—as
they inevitably will be—the streaming
wars have reshaped media well beyond vid-
eo entertainment. The shift from linear
schedules to fragmented, on-demand con-
sumption makes it harder forany one com-
pany to exert a big influence on people’s
viewing, says Bob Bakish, chief executive
of Viacom. Every company needs to adapt
accordingly, he adds. It is also weakening
thelink between entertainment and televi-
sion news. That is most visible in Rupert
Murdoch’s decision to sell much of 21st
Century Fox to Disney, a deal which closed
in March. He continues to control News
Corp, containing newspapers, and Fox Cor-
poration, a broadcaster that owns Fox
News and other assets.

Silicon Valley, season two

The wild card hanging over the industry is
what the tech giants will do next. Some
people think Apple could cut its spending
on entertainment or even exit the busi-
ness. It is seen as more unpredictable than
Amazon, which seems committed to mak-
ing and showing content. Yet the overrid-
ing view in Hollywood is that, with their
untold piles of cash and their valuations of
$1trn or so apiece, the tech giants are only
just getting started. They could easily swal-
low a media firm or two.

Trustbusters may stymie any such
move by Alphabet, Google’s parent, which
already owns YouTube. Amazon might find
ithard in practice given scrutiny of its rapid
expansion (and Jeff Bezos’s ownership of
the Washington Post). Apple might have an
easier time. When Mr Bewkes was looking
to sell Time Warner a few years ago, talks
were held with Apple as well as AT&T. There
has been much chatter about Mr Iger’s
comment in his autobiography that, if
Steve Jobs were still alive, Disney and Apple
would have combined (Disney, for its part,
nearly bought Twitterin 2016).

For all Mr Sarandos’s fighting talk, even
Netflix could be a target if the streaming
wars affect its growth and the firm’s fi-
nances come under pressure. As dizzying
as the pace of change has been in media in
the past few years, itis unlikely to let up. |
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Public pensions

State of denial

Police officers, teachers and other public workers rely on pension schemes with a
multi-trillion-dollar funding hole. A reckoning is coming

ERHAPS IT TAKES teachers to give politi-
Pcians alesson. Any official who wants to
understand the terrible state of American
public-sector pensions should read the fi-
nancial report of the Illinois Teachers Pen-
sion Fund. Its funding ratio of 40.7% is one
of the worst in America, according to the
Centre for Retirement Research (CRR) in
Boston (see table on next page).

Since it was established in 1939, Illinois
officials have not once set aside enough
money to fund the pension promises
made. As a result, three-quarters of the
money the state (or rather the taxpayer)
now pays in each year merely covers short-
falls from previous years. The situation is
getting worse. In 2009 the schemes’ actu-
aries requested $2.1bn, but only $1.6bn was
paid. By 2018 the state paid in $4.2bn, still
well short of the $7.1bn the actuaries asked
for. The trustees have warned that the plan
would be “unable to absorb any financial
shocks created by a sustained downturn in
the markets”.

Other schemes have attracted similarly
stark warnings. Illinois is the class dunce,
with six languishing schemes. Chicago
Municipal is just 25% funded and the actu-
aries warn that “the risk of insolvency for
the fund has increased”. The actuaries of
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the Chicago police scheme warn that “this
is a severely underfunded plan” with a
shortfall of $10bn; the funded ratio is not
projected to reach 50% until 2043.

Offering workers a defined-benefit pen-
sion, where an income based on final sala-
ry is paid for the rest of their lives, is an ex-
pensive proposition, especially as life
expectancies lengthen. Pension shortfalls
are common across America, with the aver-
age public scheme monitored by the CRR
just72.4% funded. That adds up toa collec-
tive shortfall of more than $1.6trn.

When a scheme is underfunded, one of
three things can happen. More contribu-
tions can be made, by employers or work-
ers or both. Benefits can be cut. Or the
scheme can earn a higher return on its in-
vestments to make up for the shortfall.

Cities and states are paying more, but
still not enough. In 2001 public-sector em-
ployers contributed a further 5.3% of their
payroll to meet pension promises; now
that figure is around 16.5% on average (see
chart). Even so, in no year since 2001 has
the average employer contributed as much
as demanded by actuaries. Last year’s
shortfall was just under 1% of payroll.

This reluctance is understandable. Poli-
ticians dislike raising taxes—or cutting
services to pay for higher contributions.
Workers do not want to see their current
pay reduced by higher deductions, or their
future benefits cut. And in any case, in M
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» some states courts have ruled that pension
benefits, once promised, cannot be taken
away. Arizona attempted a reform in 2012
that would have increased contributions
for anyone with less than 20 years’ service.
Workers sued and the courts ruled in their
favour in 2016, requiring the scheme to re-
pay $22om. Since the failed reform plan
was instituted, employers’ contributions
as a share of payroll have almost doubled.

So states and cities have crossed their
fingers and hoped that their investments
will bail them out. America’s buoyant
stockmarket has done its best to help. Re-
turns on government bonds have also been
good for much of the past three decades.
Even so, the average public-sector scheme
isless well funded now than it was in 2001.

And the markets are unlikely to keep be-
ing so helpful. In 1982 the government sold
long-term Treasury bonds with a yield of
14.6%; now such bonds yield just 2.4%.
Equity valuations are high by historic stan-
dards. That suggests future returns will be
lower than normal.

Kentucky offers a sobering example of
how states can spiral towards disaster. In
2001 its retirement system was 120% fund-
ed and employers were putting in just1.9%
of payroll. After the dotcom slump, the
funding position deteriorated. By 2005 the
scheme was less than 75% funded and the
required contribution had gone up to 5.3%.
But the state fell short of the target every
year until 2015, by which point the contri-
bution had leapt to nearly 33% of payroll. In
2018 the actuaries asked for 41%.

Kentucky’s scheme covering “non-haz-
ardous” workers (those who are not em-
ployed by the emergency services) is just
12.8% funded. One of its beneficiaries is
Larry Totten, who worked for Kentucky’s
park service and retired in 2010 after a 36-

year career. When he found out about the
scheme’s parlous state, he joined Kentucky
Public Retirees, a group that lobbies for
pensioners. “There’s enough blame to go
around,” he says. Though it was state go-
vernors (of various parties) who failed to
pay the required amounts into the scheme,
it was the state legislature that let them get
away with it.

Such severely underfunded schemes
risk entering two vicious circles. The first
involves costs. Kentucky’s public pension
scheme covers a wide range of state em-
ployers and some have to pay 85% of pay-
roll to cover their pension obligations. Em-
ploying someone on $50,000 a year
requires an extra $42,500 of contributions.
They naturally seek to lay off workers to re-
duce this cost. But that leaves fewer people
paying in without changing the number
currently receiving retirement benefits.
That increases the short-term squeeze.

The second concerns the accounting
treatment of public-sector funds. Many as-
sume nominal returns on their portfolios
of 7% or more after fees. This optimism has
a big impact. Calculating the cost of a pen-
sion promise requires many assump-
tions—how long people will live, how
much wages will rise and so on. Future
payouts must be discounted to calculate a
cost in current terms, and thus contribu-
tions. The higher the discount rate, the
lower the current cost and the less employ-
ers have to pay in. Public-sector schemes
use the assumed rate of investment return
astheirdiscountrate—soa high rate lowers
the apparent cost.

But if a scheme becomes severely
underfunded, a plunge in the stockmarket
could leave it unable to cover current
payouts. So it must invest in safer, lower-
yielding securities, such as government
bonds. That reduces the discount rate and
makes the pension hole even bigger. Ken-
tucky’s non-hazardous scheme uses an ex-
pected return of 5.25%, much lower than
most public-sector schemes.

These calculations look surreal by com-
parison with private-sector pension funds.
Their accounting rules regard a pension
promise as a debt like any other. After all,
courts insist pensions have to be paid,
whatever the investment returns. The dis-
count rate must therefore be based on the
cost of debt—for companies, the yield on
AA-rated corporate bonds. Since that yield,
now around 3%, is far lower than the return
assumed by public-sector funds, private-
sector pension liabilities are very expen-
sive. Faced with a $22.4bn shortfall, Gen-
eral Electric recently froze pension bene-
fits for 20,000 employees.

These different accounting approaches
seem to imply that it is cheaper to fund a
public-sector pension than a private-sec-
tor one. In reality, that cannot be the case.
The public-sector pension deficit is there-
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fore much larger than the $1.6trn estimated
by the cRR. It is hard to be precise about
how much larger, but the accounts of trou-
bled schemes give some indication.

The Chicago Teachers scheme has a
shortfall of $13.4bn, and a funding ratio of
47.9% on the basis of an assumed return of
6.8%. Its financial report reveals thata one-
percentage-point fall in the discount rate
would increase the deficit by $3bn. The
private-sector accounting approach would
lower the discount rate by around four per-
centage points.

This is a crisis no one wants to solve, at
least not quickly. The Chicago Teachers
scheme is aiming for 90% funding, but not
until 2059—long after many retired mem-
bers will have died. New Jersey'’s teachers’
scheme is not scheduled to be fully funded
until 2048. Such promises might as well be
dated “the 12th of never”. The bill for tax-
payers seems certain to rise substantially.
For the states with the biggest pension
holes, political conflictisin store. ®

OPEC’s waning power

Under pressure

An action-packed year on oil markets
could come to a dramatic conclusion

EMBERS OF THE Organisation of the

Petroleum Exporting Countries, or
OPEC, live in a state of uneasy anticipation.
Concern about climate change may mean
demand for oil wanes in the coming de-
cades. OPEC’s power in oil markets is fading
fast. On November 13th the International
Energy Agency (IEA), an intergovernmental
forecaster, predicted that by 2030 OPEC and
Russia, an ally, would pump just 47% of the
world’s crude. Yet OPEC has a more imme-
diate problem at hand.

Global demand for oil has been unex-
pectedly anaemic this year (see chart on
next page). Sanford C. Bernstein, a research
firm, estimates that it may have risen by
just 0.8%, the slowest pace since the finan-
cial crisis. oPEC and its allies, led by Russia,
are due to meet in Vienna on December 5th
and 6th. The first question is whether they
will announce a new plan to support the oil
price. If they do, the second question is
whether they will stick to it.

Technically, a planisalready in place. In
December 2018 the broadened opEcC alli-
ance announced a cut in production of
1.2m barrels a day, with the intention of
pushing up the price of crude. That agree-
ment has been extended to March 2020.
But several OPEC members, including Iraq
and Nigeria, have frequently pumped more
oil than allowed by last year’s deal.
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»  Russiawassupposed to help oPEC move
into a new era. But the starting point from
which it agreed to cut production was
unusually high—and output this year has
exceeded its quota even so. The country’s
oil industry “is really chafing under these
production cuts”, says Aaron Brady of 1HS
Markit, a data and research firm. The result
is that Russia’s average daily production so
farin 2019, after the oPEC deal to lower out-
put, is higher than the average in 2018, be-
fore the deal was struck. Saudi Arabia has
adjusted accordingly. In July and August,
for instance, the kingdom cut output by
more than twice the amount required by
last year’s agreement.

But such efforts have proved insuffi-
cient to lift oil prices. On the face of it, they
should have been buoyant. American sanc-
tions have clamped down on exports from
Venezuela and Iran, respectively the pos-
sessors of the world’s largest and fourth-
largest proved oil reserves. Tankers have
been seized in the Gulf. Iraq, OPEC’s sec-
ond-largest producer, is at risk of being en-
gulfed by protests. Most notably, in Sep-
tember a drone attack knocked out more
than half of Saudi Arabia’s production. The
loss was more severe than that caused by
theIranian revolutionin1979 orIraq’s inva-
sion of Kuwaitin199o0.

Yet oil markets have shrugged it all off.
“In the past such geopolitical tensions gave
a boost to oil prices,” says Fatih Birol, the
head of the 1EA. The price of Brent crude
has subsided from a high of nearly $75 in
April to around $60 today.

One reason is that America’s frackers
have continued to pump more oil. The
country’s daily output in September was
12% above last year’s average. It is also be-
cause economic growth has slowed, with
oil demand suffering not just in Japan but
in India and South-East Asia, where it was
expected to grow strongly.

Nextyear economic growth may tick up.
Investors are pressing American shale
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Ramping up

companies to reduce spending and boost
profits. That would result in flatter produc-
tionand, in turn, help nudge prices higher.

But new supply elsewhere 1looks set to
push prices in the other direction. Exxon-
Mobil is ramping up production off the
coast of Guyana. Brazil’s attempt to auction
new offshore leases this month was a fail-
ure—supermajors, such as ExxonMobil
and BP, declined to bid. Yet investments al-
ready made offshore mean that by 2021Bra-
zil's crude production may be 18% higher
than this year, according to 1HS Markit.

Norway will also see a surge in output.
Notwithstanding its announcement in Oc-
tober that its sovereign-wealth fund would
sell its holdings in oil exploration and pro-
duction companies, the country itselfis ex-
pected to increase production markedly in
the coming years. Its state-backed energy
giant, Equinor, said in October that Johan
Sverdrup, a giant new oilfield in the North
Sea, had begun producing crude.

The broadened opPEC alliance must now
decide whether to hold at the reductions
agreed to lastyear, or to cut harder. The cur-
rent arrangement may be insufficient to
keep Brent crude above $60 a barrel. Yet
there may belittle appetite for dramatically
lower production targets.

Aramco, Saudi Arabia’s state-backed oil
company, plans to list some of its shares in
mid-December, shortly after OPEC’s meet-
ing. Any agreement forabigcutin the king-
dom’s output would lower estimates for
Aramco’s earnings, which would suppress
its valuation, points out Neil Beveridge of
Bernstein. On the other hand, he says, “the
worst thing that could happen to Aramco
would be to see the listing go ahead and see
the oil price collapse.” This has been a dra-
matic year on oil markets. December could
bring further plot twists. ®
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American trade policy

Parked

WASHINGTON, DC
The Trump administration is trying to
reforge carmakers’ supply chains

((~x 70U woULD need a magic wand to

Ybring back manufacturing jobs,” said
President Donald Trump on November
12th, quoting someone from a past admin-
istration. “Well, we brought them back.”
The world’s carmakers could be forgiven
forwishing he had not bothered. They have
been thwacked with tariffs on steel, alumi-
nium and components from China, and
threatened with broader levies on cars and
car parts in the name of national security. A
tariff deadline was looming as The Econo-
mist went to press. And they have new rules
of the road, in the form of the usMca, a
trade deal with Mexico and Canada.

But despite being pressed to bulk up
their American manufacturing presence,
there is little sign so far that foreign car-
makers are leading an American invest-
ment boom. According to Kristin Dziczek
of the Centre for Automotive Research,
their investments in American facilities
have been fairly steady since the recession.

Meanwhile the value of American im-
ports of passenger vehicles and light trucks
continues to grow, by 6% in the first three
quarters of 2019 compared with a year earli-
er. Though European car executives were
hauled in for a meeting with Mr Trump last
December to discuss their American pro-
duction plans, the value of imported vehi-
cles from the European Union rose over the
same period by 2%.

The trade data may be distorted by
stockpiling: in its third-quarter earnings
call Volkswagen, a big European carmaker,
mentioned this as a defence against threat-
ened tariffs. And Ms Dziczek cautions that
trade policies are just one of many consid-
erations when companies are deciding
where to locate new plants. American de-
mand for cars is sagging, and production is
shifting from saloon cars to other larger ve-
hicles such as suvs, as well as electric cars.

Behind the scenes, however, car compa-
nies are planning to rework their supply
chains to meet the USMCA'’s stricter content
requirements. Ann Wilson of the Motor
and Equipment Manufacturers’ Associa-
tion, an industry group, says members are
drawing up plans to manufacture more in
America. “You will see structural changes,”
says Dietmar Ostermann, who works with
car companies at Pwc, an accountancy.
Plans are being hatched but have not yet
been executed, he says. Plants in Mexico
owned by international carmakers have
the most changes to make.
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» The delay is in part because reforging
supply chains is a slow and costly affair.
Plants and production lines are planned
years inadvance. Finding new suppliers re-
quires lengthy certification processes.

But politicians also bear some of the
blame. Congressional haggling over the
USMCA means that there is still uncertainty
about whether and when it will come into
force. And until legislation is passed, the
details will remain unclear. One parts-
maker grouses about “inconsistency in the
application and interpretation of the
rules”, having received a variety of requests

for information from different manufac-
turers, each seeking to find out whether a
product would be compliant. Such vague-
ness makes planning even harder.

Then there are Mr Trump’s other trade-
related threats: to put further tariffs on im-
ported components from China, and to
slap duties on imported cars and parts
from the EU. Executives have faced up to
the fact that tensions with China could be
long-lasting, but are struggling to work out
how high tariffs could end up. Threatened
duties on imported car parts, ostensibly to
protect America’s national security, have

Chinese whispers

Why the dollar is looking peaky

OBODY WANTS to be called an un-

thinking optimist. Prospects for the
riskier sort of investments are cloudy.
The global economy faces numerous
threats. Being even mildly bullish can
seem a bit unreflective.

Sowhisper it, don’t shout it, but the
mood has changed recently for the bet-
ter. Since the start of October, global
equity prices are up by around 7%. Bond
yields have risen. There has been a move
away from the safe or defensive assets
that hold up in bad economic times,
towards those that do well in an upswing
(see box on next page). Hopes for a pre-
liminary trade deal between America and
China pushed the yuan briefly below
seven to the dollar last week.

At times like these, thoughts naturally
turn to the outlook for the dollar more
generally. A weaker dollar would be both
asignal and a driver of a broader im-
provement in risk appetite. The dollar’s
fortunes have not yet shifted decisively.
But the conditions for it to weaken are
starting to fall into place.

To understand why, consider the
forces behind the dollar’s ascendancy
since 2014. America’s economy, though
sluggish by historical standards, has
benefited from an ever-reliable engine:
the American consumer. The euro-zone,
by contrast, responded to its sovereign-
debt crisis by saving more. Its surplus
savings, together with those generated in
Asia, must find a home. America’s high-
yielding bonds and modish technology
stocks have made it the go-to place for
global savers. Capital inflows drove up
the price of dollar assets. America’s net
investment position—the foreign assets
its residents own abroad minus what
they owe to foreigners—went deeper into
the red (see chart).

As industry slumped and trade fal-

tered this year, America still looked the
best of a bad lot. But the scales are tilting
against the dollar. Global manufacturing
may have bottomed out. The purchasing
managers’ index for industry compiled by
the global economics team at JPMorgan
Chase rose for a third month in October.
Growth in outputis barely positive, butan
improving trend in new orders alongside
falling stocks is a sign of a turn in the
manufacturing cycle. The improvement is
halting. Jobs-rich service industries are
still slowing, so it is too early to expect
better GDP growth. But hopes are growing
of a pickup in 2020, driven by economies
beyond America’s shores.

This matters for the dollar. Synchro-
nised global Gpp growth opens the door for
investors to move capital out of America’s
expensive dollar assets to where assets are
cheaper, says Hans Redeker, a currency
strategist at Morgan Stanley. Moreover,
interest-rate cuts this year by the Federal
Reserve mean that the dollar is now receiv-
ing less support from elevated bond yields.
Central bankers in other places are disin-
clined to relax policy further. The Euro-
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come under such intense criticism that
company bosses hope they will never be
applied. But Mr Trump’s obsession with
cars is too great for them to bet on it.

The president’s critics will complain
that his meddling in car companies’ supply
chains comes with costs, and that he is
both bringing higher prices for consumers
and sapping the competitiveness of Ameri-
caasan exportbase. All true. But if his chief
desire is that more auto production is done
in America than would have been without
his measures, it is too soon to declare that
he has failed. =

| pean Central Bank’s governing council,

forinstance, was divided on the decision
in September to cut interest rates and
restart quantitative easing.

A shiftin global capital away from
America would be a particular boon to
emerging markets. A fall in the dollar
would make it easier to service their
foreign-currency debts. It would also
ease local credit conditions, thus helping
GDP growth. For investors, emerging
markets are where the value is. Equity
markets are cheaper. Bond yields are
higher. Currencies have scope to make
up the ground they lost earlier this year
and in the slump of 2013-16.

Apart from such trouble spots as
Argentina, Chile and Turkey, emerging-
market currencies have started to rally
against the dollar. Still, the euro is the
gauge by which many people judge the
dollar’s vigour, or lack of it. And it has
been stubbornly weak. Sentiment is
coloured by the travails of Germany, the
currency zone’s largest economy, which
only narrowly avoided a technical reces-
sion (two quarters of declining GDP) in
the six months to the end of September.
But the euro at least seems to have found
a floor. And if the world economy gathers
strength the euro will eventually rally.

Thatis still a big if. Another break-
down in trade talks between America and
China could lead to a renewed slump in
global manufacturing and business
spending, and kill off any incipient
dollar weakness. Other political risks—
the protests in Hong Kong; the Demo-
cratic primaries in America—are loom-
ing larger. And after alongish expansion,
the world economy is lacking vigour. But
the dollar’s stint at the top of the curren-
cy pileislooking tired, too. People are
already whispering. The noises may soon
getalotlouder.
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Corporate China

Fake it till you
break it

SHANGHAI
Some firms have lied about their state
pedigree, as investors are learning

T CERTAINLY SOUNDS pretty powerful:

China Nuclear Engineering Construction
Group. Once controlled by the People’s Lib-
eration Army, it is now, it says, part of a
“central state-owned enterprise (SOE)”, an
elite class of firms belonging to the Chi-
nese government. Its website is full of pic-
tures of its executives signing deals around
the country. Like any good state-run giant,
itis politically correct, its statements echo-
ing Communist Party slogans. There is just
one snag: China Nuclear Engineering Con-
struction Group is nota central SOE.

As China’s economy slows, defaults
have risen sharply. Such failures, though
painful, separate strong companies from
also-rans, a process other countries know
well. In China there is an extra wrinkle: the
downturn is also exposing fake SOEs. These
are companies that misled creditors about
their state connections to suggest they
would be supported if they ran into trouble.
But when trouble arises, the government is
nowhere to be found.

Last month Huarong, a firm that han-
dles non-performing loans, put 610m yuan
($87m) of China Nuclear Engineering Con-
struction’s assets up for sale, consisting of
property in the province of Anhui. Despite
its name, China Nuclear focused on prop-
erty, like several other fake SOEs. It also
benefited from confusion with a real SOE,
China Nuclear Engineering and Construc-
tion Corporation (eagle-eyed readers will
spot two differences in their names).

It has plenty of peers. China Huayang
Economic and Trade Group claimed to be
one of China’s first SOEs, but a subsidiary
said in arecent filing thatitisin facta non-
state entity. Huayang has defaulted on 7bn
yuan in bonds. China City Construction
sold 99% of its sharesin 2016 to a private in-
vestor, but kept calling itself an SOE. It has
since had a string of defaults. Other firms
have embellished their connections. China
Energy Reserve and Chemicals Group Over-
seas Capital Company reassured rating
agencies with its structure, supposedly
traceable to a powerful SOE. It defaulted on
a $350m bond last year.

Such stories have become common
enough that Gelonghui, a financial-infor-
mation company, published a tongue-in-
cheek guide on how to become a fake SOE.
Find a long-forgotten government institu-
tion; target an official with no hope of pro-
motion; then “be a shameless toady” to get
the institution’s seal to register your com-

Finance & economics

Sentimental journey

Investors are feeling a bit more chipper

T HAS BEEN a year of mood swings in

financial markets. In the spring and
summer, anxious investors piled into the
safety of government bonds, driving
yields down sharply. Yields have recov-
ered in recent weeks (see chart1). This is
not the only sign that investor sentiment
has improved.

In general, safe assets have been sold
in favour of cyclical ones. The Australian
dollar, a cyclical currency, is up against
the yen, a haven for the fearful. Some-
thing similar is happening in commodity
markets, where the price of copper, a
barometer of global industry, has risen
against the price of gold (see chart 2).

Equity prices in America have reached
anew peak. But what is more striking is

the performance of cyclical stocks rela-
tive to defensive ones. Within America’s
market the prices of industrial stocks,
which do well in business-cycle up-
swings, have risen relative to the prices
of utility stocks, a safer bet in hard times.
In Europe the stocks of financial firms,
the fortunes of which are tied to the
business cycle, have risen relative to
those of firms that make consumer
staples—food, beverages, household
goods and so on—which are more resil-
ientin bad times (see chart 3).

Investors have also begun to embrace
assets at the riskier end of the spectrum.
A host of emerging-market currencies
have gained against the dollar since the
start of October (see chart 4).

Mood swings: four charts that explain the markets
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pany. Finally, build a maze of subsidiaries.

Fake SOEs are only a small part of Chi-
na’s economic landscape. But they high-
light two pathologies. First, private firms
struggle to get financing. Banks are more
willing to lend to (real) SOEs, knowing that
they are less likely to go bust.

The second is poor due diligence. The
belief that the government will prop up
SOES is a substitute for assessing their true
value. Chinese investors are not the only
ones who fall prey to this. When China En-

ergy Reserve defaulted, South Korean bro-
kerages made large losses. Barclays, a Brit-
ish bank, was one of its underwriters.

Red flags are often obvious. A recent vis-
it to the registered address of the state firm
listed as the owner of China Nuclear re-
vealed another, apparently unrelated com-
pany. “Ultimately the problem is that in-
vestors aren’t sufficiently rational,” says
Zhang Licong of ciTic Securities. “They
have their natural biases, and some firms
take full advantage of them.” ®m
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Italy’s banks

The reckoning
continues

MILAN
Stiff sentences for bank fraud capture a
sour public mood

N THE VAULTS of Monte dei Paschi di Si-
Iena is a torn and yellowing sheet of pa-
per: adeath sentence from the 1s5th century,
handed down for trying to steal gold from
what may be the world’s oldest bank. Mon-
te Paschi’s archivists now have another his-
toric sentence for their files. On November
8th a court in Milan convicted former exec-
utives for hiding vast losses from deriva-
tives transactions a decade ago, in collu-
sion with bankers from Deutsche Bank and
Nomura. It was one of the harshest penal-
ties imposed anywhere relating to the fi-
nancial crisis.

Thirteen people were convicted, in-
cluding Michele Faissola, Deutsche Bank’s
former global head of rates, and Sadeq
Sayeed, Nomura’'s former chief executive
for Europe. Giuseppe Mussari, Monte Pas-
chi’s former chairman, received the heavi-
est sentence, of seven years and six
months. Deutsche Bank and Nomura were
fined a total of nearly €16om ($176m). Mon-
te Paschi, which was nationalised in 2017 as
itslosses spiralled, had already settled.

Judges ruled that the former bankers
had hidden hundreds of millions of euros
at Monte Paschi between 2008 and 2012 us-
ing a “two-leg” bet on interest rates. This
flattered its current accounting position,
butled to several years of losses as it repaid
Deutsche and Nomura. Deutsche is review-
ing the ruling; Nomura has said it is con-
sidering an appeal. Giuseppe lannacone, a
lawyer for the former Deutsche bankers,
said his clients would be appealing against
the “shocking” sentences.

Taxpayers who have stumped up for
three state bail-outs for Monte Paschi in
less than a decade may rejoice—at least
briefly; sentences in Italy are often cut, and
convictions overturned, on appeal. Never-
theless, these ones signal a shift in senti-
ment. Italian bankers used to be seen as
pillars of the community, not least because
of the community projects they funded. No
longer. In an 1Psos poll published in Sep-
tember, Italians ranked bankers as among
the most untrustworthy professionals.

Part of the reason is scandal—at Monte
Paschi and, allegedly, several other banks.
Moreover, past reckless lending and politi-
cal interference have created a mountain of
problem loans, worth €340bn at its peak in
2015. Monte Paschi remains weighed down
by €14.5bn of bad loans, complicating the
government’s plan to sell its stake by 2021.

As the Milan court was reaching its ver-

dict, a group of lawyers met in Venice to
discuss the social costs of banks’ attempts
torid themselves of bad debts and non-per-
forming loans. One of them, Andrea Ar-
man, has joined the populist Five Star
Movement—because of his anger at bank-
ers’ corruption, he says. He cites locals who
receive letters daily from debt collectors.
Matteo Salvini, the leader of the nativist
Northern League, who is plotting in oppo-
sition, also spies opportunity in popular
anger at the fallout. During a recent rally he
gave the stage to a retail-banking investor
who lost money after the crisis. Italian
bankers like to say their crisis is over. But
their clients—and the politicians courting
them—are not ready to move on. H

Investing

Rich rewards

The Man Who Solved The Market. By
Gregory Zuckerman. Penguin Random
House; 359 pages; $30

HE BEST investors’ strategies often
Tsound simple. “Whether it's socks or
stocks, I like buying quality merchandise
when it’s marked down,” says Warren Buf-
fett. Betting big on the fallout from epoch-
making events, like the fall of the Berlin
Wall, is George Soros’s preferred tactic. Jim
Simons, the founder of Renaissance Tech-
nologies, a hedge fund, spots patterns.

Mr Simons is less famous than Mr Soros
or Mr Buffett, but no less successful. He
founded Renaissance in1982, aged 44, after
a successful career in mathematics and
code-breaking. Its flagship Medallion fund
has earned $100bn in trading profits since
1988, mostly for its employees. The average
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annual return of 66% before fees makes Mr
Simons one of the most successful inves-
tors of all time. He is now worth $21bn.

A new book, “The Man Who Solved the
Market” by Gregory Zuckerman of the Wall
Street Journal, asks how he did it. It is a
compelling read. Mr Simons started invest-
ing in 1978 by looking for patterns in cur-
rencies. He had early successes with sim-
ple “reversion to the mean” strategies,
buying when a currency fell far enough be-
low its recent average. A decade later René
Carmona, another mathematician, con-
vinced him that rather than searching for
such patterns themselves, they should
hand over the job to an algorithm, and
trade even when the logic was unclear to its
human minders. In the 1990s Robert Mer-
cer and Peter Brown, formerly of 1BM, de-
veloped a “self-correcting” version of this
trading approach that would double down
on successful strategies and cut losing
ones. These techniques, now called mach-
ine learning, have become widespread.

There were missteps along the way. Ear-
ly in his career Mr Simons unintentionally
almost cornered the market for Maine po-
tatoes, only realising when regulators rep-
rimanded him. For months the team strug-
gled to make money from trading shares,
until a young programmer spotted that Mr
Mercer had typed a fixed value for the s&p
500 index in one of half a million lines of
code, rather than getting the program to
use the index’s current value.

As MrZuckerman lucidly explains, such
strategies have limitations. One is that
their scale is limited. Medallion, which
trades on short-term price signals, has nev-
er held more than $10bn. The narrower the
time frame, the larger the market ineffi-
ciencies and the greater the chance thatan
algorithm’s choice of trade will succeed.
But short-termism reduces capacity. Re-
naissance now has funds, open to outsid-
ers, that trade over longer horizons. But re-
turns have been less impressive.

Other firms now try to copy Renais-
sance’s trades. Insiders say it tries to trade a
pattern “to capacity”, moving prices so that
other firms cannot spot the same signals—
ratherasifabargain-hunter, uponlearning
thata favourite shop was holding a sale, ar-
rived early and bought up the entire stock
so that no one else even realised the sale
was on. Others on Wall Street often de-
scribe Renaissance as a money-printing
machine, but Mr Zuckerman shows how it
has had to keep adapting its model to stay
ahead of the competition.

The book’s only disappointment is that
the man at the centre of it all features rela-
tively little. That is perhaps unsurprising.
Mr Simons studiously avoids publicity.
After all, keeping its funds’ strategies se-
cret is a big part of Renaissance’s success.
Having solved the market, he is hardly
about to give away his edge that easily. |
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Free exchange | Do-gooders and do-besters

The vulgar appeal of cost-benefit analysis

HE AIRLESS nooks underaman’s foreskin are a cosy spot for mi-

crobes. These can inflame the surrounding skin, helping virus-
es such as HIV to spread. In places where the disease is common
and treatmentis patchy, removing foreskins can be a cost-effective
way to fight it. In parts of Africa, the benefits of circumcising ado-
lescents can outweigh the costs by about 10 to 1, according to the
Copenhagen Consensus Centre (CCC), a think-tank. The ratio rises
above 40 to1in the worst-hit countries.

Circumcision is not an obvious vote-winner. But policymakers
cannot afford to be squeamish in the fight against one of history’s
greatest killers. Nor should they flinch at another off-putting, but
essential, step in the war against poverty and disease: putting a
dollar value on human life. Without one, it is impossible to com-
pare efforts to vanquish H1v, malaria or diarrhoea with other out-
lays, such as building railways, electrifying villages, conserving
mangroves or educating preschoolers. Quantifying the worth of all
these good causes is the aim of a new ccc report evaluating 27 poli-
cies to promote African health and prosperity.

Such exercises often geta bad press because they offend against
the deeply held feeling thatlife is priceless. This sacred principleis
constantly breached in practice, of course: whenever a govern-
ment sets a health-care budget or a commuter takes the small risk
of a fatal car crash to earn money. But societies go to great lengths
to hide the grisly process of pricing life from themselves. Thereis a
“cost to costing”, as Guido Calabresi and Philip Bobbitt put it in
their classic book, “Tragic choices”.

This cost is even harder to stomach when evaluating policies
across borders. The same unflinching logic that allows econo-
mists to put a dollar figure on a life in a rich country obliges them
toputaloweroneonalifeinapoorcountry. That breachesanother
sacred principle: thatall lives are equal. How can economists justi-
fy their impiety?

They start their defence by pointing out that they do notimpose
their own valuation on life; rather, they infer one from the risks
people are prepared to run in their own lives, for the sake of money
or convenience. In America, government agencies often look at
the extra pay workers demand to do dangerous jobs. Moreover,
economistsare usually valuing small changes in therisk tolife:1in
1m, say. These marginal risks translate into a fatality only when ag-
gregated over long periods or large populations. (Some euphemis-
tic economists have tried dividing their results by 1m and report-
ing them as the value of a “micromort” rather than a life.)
Unsurprisingly, theamount people are willing to pay to reduce the
risks they face depends on their income. In America the depart-
ment of health calculates that the value of a life is over $9m. In Af-
rica, where national income per person averages only 6% of thatin
America, people are willing to pay $145,000 (at purchasing-power
parity), the ccc reckons.

Although this Gradgrindian logic can be off-putting, it can also
be mind-opening. Costing comes not just with costs, but also with
benefits. It allows governments to compare policies that affect
mortality with others that affect prosperity. Priorities can then be
set on a sounder basis than gut instinct, sentimental appeal or the
political clout of the people hurt or helped. That matters because
some good causes are not nearly as good as others.

Extending a pan-African high-speed rail network to Mozam-
bique, for example, yields only three cents-worth of benefits per
dollar spent, the ccc calculates. And a lot of dollars would have to
be spent: the upfront capital cost for a ten-nation network could
amount to $878bn. A more modest policy, such as building latrines

in villages (and shaming people into using them rather than defe-
cating in the open) can bring $3.40-worth of benefits for every dol-
lar spent, thanks to the diseases prevented and the time saved. But
the gains decline to 60 cents if, as often happens, the new social
norms fail to take hold and the latrines fall into disuse.

Circumcision does not quite make it into the ccc’s top-ranked
policies (see chart). The winners are those with a deafening bang
for the buck. Vaccinating Nigerian infants against rotavirus can
yield benefits worth a whopping $126 per dollar spent, thanks to
the reduced toll of diarrhoea. In countries where vaccines already
cover more people (or incomes are lower), the ratio is less impres-
sive. But in the median African country, itis still 44 to1.

Superheroic assumptions

The gap between the good and the best projects is mind-bogglingly
wide. One implication is that many efforts to improve Africans’ lot
risk being penny-wise but pound-foolish—fretting more about
whether a policy is well implemented than whether it was well
chosen. If this report’s numbers are to be believed, a government
could spend 10% of any additional infusion of aid on the best ini-
tiatives, squander the rest and still do more good than if it spentall
the extra money on a middling policy.

The ccc’s reportis, by its own admission, a rough-and-ready ef-
fort, rushed out in three months before a big donor meeting in Ad-
dis Ababa in October. The individual policy evaluations, prepared
by independent economists with varying enthusiasm for grand
thought experiments, are not always wholly consistent with each
other. Some of the proposals, such as self-help groups among
women, would be hard for governments to conjure up or “pur-
chase” off the shelf. Others, such as an effort to create a macroeco-
nomic “demographic dividend” through family planning, are so
grand that they would move prices and incomes, changing the
cost-benefit calculus in unpredictable ways.

But the refinement of cost-benefit calculations is itself a costly
activity. Where the need is great, the dangers are urgent and
policymakers know enough to proceed, haste can be a virtue. And
even heroic assumptions need not be villainous. Over 930,000
adults were newly infected with H1v last year in Africa, according
to the UN’s estimates. That is more than 2,500 people every day.
Both life and time are precious. Chop, chop. &
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Getting ratioed

Africa, benefit of policies as a multiple of additional spending
Highest-ranked policies, 2019
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Additive manufacturing

Could you print a printing press?

Not yet. But 3D printing can already manage boats and bridges, and will soon
make space rockets—so one day, who knows?

OAT BUILDING is a long-winded and te-

dious business, even when what is go-
ing down the slipway is a small craft made
from modern materials such as fibreglass,
rather than something nailed together out
of planks of wood. Construct a mould.
Build up layers of resin and glass fibre in-
side that mould. Extract the completed
structure and finish it. All told, it can take
months. That, though, may soon change.
For researchers at the University of Maine
are now in the process of testing an 8-metre
(25-foot) patrol boat that took just 72 hours
to make from scratch (see picture overleaf).
Their trick was to build the vessel using a
giant 3D printer.

Since they appeared in commercial
form in the1990s, 3D printers have general-
ly been employed in factories to make
small things like prototype models, com-
ponents of jet-engines and dental crowns.
Now, a new generation of outsize printers
isarriving. These are capable of turning out
much bigger objects than previously possi-
ble, and printing them faster.

To print the patrol boat, part ofan Amer-
ican army project, the team in Maine
linked up with Oak Ridge National Labora-
tory, in Tennessee, which helped develop
the printing process, and Ingersoll Mach-
ine Tools, in Illinois, which built the prin-
ter itself. The university reckons that for
boat building, a common trade in the state,
large 3D printers of this sort will dramati-
cally cut the cost and time required to pro-
duce new vessels.

Size matters

Broadly speaking, the biggest object that
can be turned out by a 3D printer is deter-
mined by the size of the printer itself—and
most printers are not much larger than a
large domestic refrigerator. Over the years
engineers have come up with various ways
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of scaling this up a bit, by doing things like
mounting the printing mechanism on a
piece of external scaffolding. But the result
is often a slow and inaccurate device that
turns out things which require a lot of ex-
pensive hand-finishing.

The University of Maine’s printer over-
comes the problem of scale by suspending
the printer’s business end—the nozzle that
extrudes the ink—from a gantry. The ink is
molten thermoplastic resin containing
carbon fibres. Under the control of a com-
puter the nozzle moves horizontally to
build (as is true of any 3D-printing process)
the desired object up layer by layer. After
each layer is complete, the nozzle is raised
slightly to depositanother on top of it until
the object is finished.

And this can be done quickly. The Maine
university printer is able to extrude materi-
al at a rate of 7okg (150lbs) an hour. At the
moment it can make things up to 30 metres
long, 7 metres wide and 3 metres high, but
those dimensions could easily be in-
creased by building a bigger gantry. The
arm carrying the nozzle can also be fitted
with processing equipment, such as an
automated milling head to grind off any
surface imperfections.

Having established the principle, the
university is now looking to change the na-
ture of the composite, to make the process
more environmentally friendly. New Eng-
land’s forestry industry is a potential

source of cellulose fibres that could be in- »»
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» corporated into the ink instead of carbon
fibres. That would please Greens, because
carbon fibres are usually made from oil-
based materials. Habib Dagher, one of the
project’s leaders, says the aim is to print
with a material containing 50% wood pro-
ducts. This would create a composite as
strong and light as aluminium. And with
further work the group hope to deposit that
material at 230kg an hour. The researchers
recently used cellulose fibres and a resin
made from maize to print a mould for con-
structing the roof of a boat. To add to the
greenery, this mould could be recycled and
the material used again.

Just press “print”

Making moulds and production tools will
be an important job for large-format 3D
printing, says Craig Blue, director of energy
efficiency at Oak Ridge. Tool-making is ex-
pensive for two reasons. It requires spe-
cialist skills. And the items produced tend
to be one-offs or to be made in small num-
bers, so there are no economies of scale.
For 3D printers, however, the cost of mak-
ing one or many items is about the same.

There are other advantages. For exam-
ple, an Oak Ridge system was used by con-
tractors to print specially shaped moulds
for concrete castings on the facade of a 45-
storey building on the site of an old sugar
refinery in Brooklyn, New York. Usually,
such moulds are made out of wood by
skilled carpenters and might last only
three or four pourings, so builders get
through alot of them. But, Dr Blue says, the
3D-printed versions, composed of carbon-
fibre-reinforced plastic, were able to sur-
vive at least 200 pourings.

Oak Ridge is also working on ways to
print concrete structures directly. The
practicalities of erecting massive 3D-print-
ing gantries suggest printing skyscrapers
and other large structures is probably best
notdonein one go, but in smaller sections.
Printing precast concrete subunits in the
controlled conditions of a factory and then
assembling them on site can be better
suited to making complex and artistic
structures. This is the approach taken by
Xu Weiguo and his colleagues at Tsinghua
University in Beijing. They used a pair of
robotic arms that extrude concrete mixed
with polyethylene fibres to print precast
sections which were then assembled into a
26-metre footbridge that spans a pond in
an industrial park in Shanghai.

This structure is styled after the Anji
Bridge, a stone arch built around 600AD
across the Xiaohe river in Hebei province.
The replica took 450 hours to print—Ilei-
surely by the standards of Maine’s boat-
yard, but rapid compared both with the ten
years the original took and the pace at
which even modern building sites tend to
move. The researchers reckon production
costs were two-thirds that of making a sim-

ilar bridge from conventionally cast con-
crete sections.

Other forms of 3D printing are getting
bigger and faster, too. Chad Mirkin and his
colleagues at Northwestern University, Illi-
nois, have come up with something they
call high-area rapid printing (HARP). Their
prototype can make things four metres tall,
with a cross section of nearly a square me-
tre. It does so by pulling these solid objects
out of a shallow pool of liquid polymer.

The printer scales up an existing indus-
trial process which starts with the liquid
polymer being held in a container with a
transparent base. An ultraviolet image of
the layers to be built is projected through
the base. This triggers a chemical reaction
which cures a corresponding layer of poly-
mer immediately above the base, so that it
solidifies into the image of the projected
light. The first layer attaches itself to a tool
lowered into the liquid from above. As the
tool is raised it lifts the object out of the
pool to permit subsequent layers to be add-
ed from below.

The innovation which HARP brings is
having a film of oil flow across the trans-
parent base. This oil, the researchers say,
behaves like “liquid Teflon”. It stops the
polymerlayers sticking to the base and also
removes heat generated during curing. The
resultis that the printer can run much fast-
er than was previously possible. It can, says
Dr Mirkin, print in a couple of hours an ob-
ject the size of an adult human being. A
conventional 3D printer using this method
would require a couple of days.

The HARP process allows a wide range of
materials to be printed at large scale, in-
cluding hundreds of different polymers,
each one of which could be hard, soft or
rubbery. It can also print resins that con-

SR R

!

Cast off!

Science & technology 73

tain materials like silicon carbide, which
can be processed into hard-wearing heat-
resistant ceramics. Components made
from all these materials might be used in
products ranging from cars to aircraft to
buildings. The system can also be scaled up
further, adds Dr Mirkin. He has co-founded
a company, Azul 3D, to commercialise the
process and expects the first HARP printer
to be on the market in about18 months.

Heavy metal

The most difficult task 3D printing faces,
though, is printing large metal objects. The
main way of printing in metal is to melt
successive layers of a metallic powder us-
ing a laser or an electron beam. To stop the
powder oxidising and being contaminated
by impurities in the air—or worse, explod-
ing—that process needs to be carried outin
a chamber filled with an inert gas. Scaling
this procedure upis tricky and would be ex-
ceedingly expensive.

Yet metal printing is also escaping the
box. One way it is doing so is by the deploy-
ment of large robots brandishing various
types of M1G welders. “MIG” stands for met-
al-inert gas. M1G welders work by feeding a
sacrificial electrode made of wire through
the nozzle of a welding torch. The wire is
connected at one end to a supply of elec-
tricity and at the other to an earthed work-
piece. When the torch is held close to the
workpiece an electric arc forms between its
surface and the wire. The heat from the arc
causes the wire and adjacent metal to melt
and fuse together. During the process the
torch blows an inert gas, such as argon,
over the weld to protect it.

To turn a welding torch into a 3D printer
the robot welds continuously over the
same area, building up layer after layer of
metal. This process is used by Mx3D, a
Dutch 3Dp-printing company, to build a vari-
ety of metal objects. Appropriately for the
Netherlands, these include a lightweight
bicycle printed in aluminium and a 12-me-
trelong stainless-steel pedestrian bridge to
cross acanal in Amsterdam.

Relativity Space, a firm in Los Angeles,
is using large continuous-welding robots
to build parts for space rockets (see picture
on previous page). Each robot has an alu-
minium-alloy wire fed along its arm to the
print head at its tip. The print head uses a
high-temperature plasma arc to melt the
wire and deposititinlayers whilst blowing
aninert shielding gas around the arc.

3D-printed rockets, Relativity Space
says, can be made faster and with fewer
parts than conventional ones. The com-
pany has big ambitions. Its first rockets
will be used to launch satellites butit hopes
eventually to use its production system,
which it calls Stargate, to print a rocket on
the surface of Mars. When it comes to won-
dering what 3D printing is capable of, it
seems, even the sky is not the limit. |
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Forging rhinoceros horn

Fooled you

A realistic knock-off that may wreck
the rhino-horn market

HINOCEROS HORNS are big business.

Traditional Chinese medicine uses
them to treat rheumatism and gout, even
though they have no actual pharmaceutical
properties beyond placebo. And Yemeni
craftsmen carve them into dagger handles.
A kilogram can thus command as much as
$60,000, so there is tremendous incentive
for poachers to hunt the animals. Since al-
most all rthinoceros populations are en-
dangered, several critically, thisis a serious
problem. Some conservationists therefore
suggest that a way to reduce pressure on
the animals might be to flood the market
with fakes. This, they hope, would reduce
the value of real horns and consequently
the incentive to hunt rhinos.

That would require the fakes to be good.
But Fritz Vollrath, a zoologist at Oxford
University, reckons his skills as a forger are
up to the challenge. As he writes in Scientif-
ic Reports, he and his colleagues from Fu-
dan University, in Shanghai, have come up
with a cheap and easy-to-make knock-off
thatis strikingly similar to the real thing.

The main ingredient of Dr Vollrath’s
forged hornsis horsehair. Despite their dif-
fering appearances, horses and rhinos are
reasonably closely related. Horses do not
have horns, of course. But, technically, nei-
ther do rhinos. Unlike the structures that
adorn cattle and bison, which have cores
made ofbone, the “horns” of rhinoceros are
composed of hairs bound tightly together

The Economist November 16th 2019

Computer says: offside

Sensors, data and the self-policing rugby match

RUGBY UNION, itis often said, isa
game for thugs that is played by
gentlemen. “Played by lawyers” might be
a more accurate dictum. The rules are
famously complicated. Scrums—organ-
ised shoving matches between the two
teams’ burliest members—are regarded
as adarkart even by other players. Open,
running play can be stopped and wound
back forany number of arcane infringe-
ments. The recent Rugby World Cup
competition, held in Japan, is regarded
as a big success by those keen to boost
the sport’s popularity. But it was marred
by arguments about how to interpret
complicated new rules forbidding dan-
gerous shoulder charges and high tack-
les. (World Rugby, the game’s governing
body, offers referees a handy flowchart to
memorise, which provides for eight
possible outcomes.)

All thisis anirritant to players and
referees, and a turn-off for viewers, who
struggle to follow the action or work out
why a particular decision was made. But
a British firm called Sportable thinks it
might be able to improve things, by
wiring up rugby players—and rugby
balls—with high-tech sensors.

Sportable was founded in 2014 by
Dugald Macdonald and Peter Husemeyer,
a pair of rugby-mad South Africans. It
makes lightweight, sensor-stuffed gar-
ments that can be worn under a jersey

by a mixture of dead cells.

Examination under a microscope
showed that hairs collected from horses’
tails had similar dimensions and symme-
try to those found in the horns of rhinos.
They also shared a spongy core structure.
Horse hairs had a scaly layer that was ab-
sent from those of the rhino, but the re-
searchers were able to strip this away with
a solution of lithium bromide.

The next task they tackled was making a
suitable binding matrix. This, Dr Vollrath
and his coauthor Mi Ruixin made from a fi-
brous protein-rich glue of the sort pro-
duced naturally by spiders and silkworms.
They bundled the treated horse hairs as
tightly as they could in a matrix of this glue,
and then left the bundles in an oven to dry.

The result was a material that, with
some polishing, looked like rhino horn.
Specimens on the black market are, how-
ever, inspected carefully before sale, so for
the false horns to be effective they would
need to stand up to closer scrutiny than the
naked eye. To this end, Dr Vollrath and Dr

and which measure impact forces in 8o
separate places on a player’s body. The
sensors are attached to transmitters that
communicate with receivers at the edges
of the playing field. By monitoring the
time it takes for signals to arrive at differ-
entreceivers, and applying a little math-
ematics, itis possible to work out where
a player is on the pitch at any given mo-
ment, and how quickly he got there.

Such data, says Mr Macdonald, are
attractive to teams looking for an edge
over the competition. Previous efforts
have relied on the Global Positioning
System of satellites, which offers much
lower accuracy. The firm has tested its
technology with several professional
clubs, including Saracens, the reigning
champions in the English Premiership.

Where the fun starts, though, is when
similar sensors are put into the ball. It
can then, metaphorically, squawk if
passed forward (which isillegal in rug-
by), and there will be no doubt, by com-
paring the positions of ball and player,
when a player is offside. A smart ball will
be able to monitor other rules, too. It was,
forinstance, tested successfully in a
five-a-side version of the game called
Rugby X, in which you are not allowed to
kick the ball higher than ten metres.
Since few referees are equipped with
theodolites, enforcing this rule has been
hard. Now itis easy.

Mi decided to test their product in detail.

DNA analysis would certainly reveal
fakes, but such analysis is complicated and
therefore hard to do in the sorts of back
rooms in which rhino-horn sales tend to
take place. The forgeries passed other tests
with flying colours, though.

First, fake and real horn looked the
same when examined under a scanning
electron microscope. Next, they behaved
similarly when tested by a technique that
compared their capacity to absorb heat. Fi-
nally, when stressed or strained and then
relaxed regularly for long periods, to probe
their underlying mechanical properties,
the results for real and false horn were in-
distinguishable.

Whether using clandestine means to
launch impeccable fakes onto the rhinoc-
eros-horn market would truly reduce
prices and sabotage demand remains to be
tested. Butit might. Itis an old trick in war-
fare to flood the enemy with forged, worth-
less money. Something similar may yet
help save the rhino. &
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Archaeology and development

A night at the museum

ANTAKYA

Some construction projects threaten Turkish antiquities. Others save them

T WAS 2009 and Antakya, a city in south-
Iern Turkey known in antiquity as Anti-
och, was thriving. Tourists were visiting it
in record numbers. Trade with neighbour-
ing Syria was booming. Sensing an oppor-
tunity, Necmi Asfuroglu, a local business-
man, decided to build an upmarket hotel
on land that he had owned since the 1990s.
The plot was only a few hundred metres
from the Grotto of St Peter, one of the
world’s oldest churches.

Before construction could start, a team
of archaeologists was called in to examine
the site. They excavated a broken amphora
here, a statue there, and almost everywhere
colourful mosaic pieces, spread across an
area of some 17,000 square metres. By the
time they had finished, they had unearthed
parts of what had once been the heart of
Antioch, one of the biggest cities of the Ro-
man empire. The finds included a bath-
house, a huge marble-floored forum, thou-
sands of artefacts and the world’s largest

floor mosaic.

With these discoveries, Mr Asfuroglu’s
plans went up in smoke. “We had to rethink
everything,” he says. Rather than walk
away from the project, he asked an Istanbul
architect, Emre Arolat, to design a struc-
ture that would accommodate both a mod-
ern hotel and an archaeological museum.
Construction began in 2010, but stopped
again for almost two years after workers
came across another dazzling mosaic, de-
picting a winged Pegasus attended by three
nymphs. It finally ended earlier this year.

Rooms with a view

For Mr Arolat, the challenge was to find an
architectural language that merged what
he calls the “sacred” of an archaeological
site and the “profane” of a business ven-
ture. For inspiration, he says, helooked toa
museum showcasing the medieval ruins of
a Norwegian town, designed by Sverre
Fehn, and the paths around the Acropolis
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devised by Dimitris Pikionis. The resultis a
hybrid that exemplifies how conservation
and commerce can profitably coexist.
From the outside, the “museum hotel”
that Mr Arolat designed resembles a steel
and glass Jenga tower lying on its side and
stacked with long rectangular blocks the
size of shipping containers, each housinga
hotel room. The interior is a vast open
space criss-crossed by bridges and walk-
ways that overlook the mosaics and ruins
below. The whole structure rests on over 60
columns. One entrance serves the hotel,
another the publicly accessible museum.
In Turkey, where the earth teems with
the relics of dozens of ancient civilisa-
tions—and where over the past couple of
decades the economy has been powered by
a construction frenzy—development regu-
larly takes priority over heritage. This hier-
archy applies to small and mega-projects
alike. A few years ago, when the discovery
of three dozen Byzantine shipwrecks and a
Neolithic settlement from the sixth mil-
lennium BcC delayed the opening of a tun-
nel under the Bosporus, Turkey’'s presi-
dent, Recep Tayyip Erdogan, scolded the
researchers who caused “three to five pots
and pans” to hold up progress. More re-
cently, flooding from a hydroelectric dam
on the Tigris river has begun to submerge
one of the longest continuously inhabited

places on Earth, a 12,000-year-old town in »
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» Turkey’s south-east.

Yet for all the cultural depredations that
they sometimes entail, development pro-
jects can help save ancient treasures, too.
Indeed, reckons Gul Pulhan, an archaeolo-
gist at the British Institute at Ankara, a re-
search centre, such ventures are becoming
the only way that archaeology can be done.
Bureaucracy partly explains that paradox:
foreign and local researchers who apply for
excavation permits in Turkey have to jump
through countless hoops. (The memory of
European archaeologists who plundered
Ottoman lands in the 18th and 19th centu-
ries might be to blame for this rigmarole.)
Another reason is money. “Across the
world, there is less and less money avail-
able for archaeological work,” says Ms Pul-
han. Turkey is no exception.

The outlook changes, however, when a
commercial or infrastructure scheme is at
stake. “The bureaucracy is lighter and
friendlier because they want to support
those projects,” Ms Pulhan says. Finance is
also available more readily, since develop-
ersin Turkey and elsewhere are required by
law to cover the costs of excavation (though
frequently they shelve their plans to avoid
the expense). In Antakya, a necropolis un-
earthed during previous construction
eventually becamea museum. InIstanbula
hotel project recently uncovered a Byzan-
tine road. In London, meanwhile, Bloom-
berg’s new headquarters incorporates a Ro-
man temple, which is open to the public.

Bankrolling archaeology in this way is
not an ideal solution. Excavation risks be-
ing rushed, because investors want to get
on with the job. Archaeologists may be
tempted or forced to cut corners. But im-
provisations like the museum hotel in An-
takya might be the best available approach.
“Had it not been for that project, probably
none of those things would have been un-
earthed,” says Ms Pulhan.

Seeing it through to the end was not
easy. Soon after construction began, war
broke out across the border in Syria, send-
ing millions of refugees into Turkey and
deterring tourism. The economy took a
turn for the worse. Because of the excava-
tions, the delays and the changes to the de-
sign, “we had to spend three times more
than we planned,” recalls Mr Asfuroglu’s
daughter, Sabiha Asfuroglu Abbasoglu,
who oversaw the development. The final
cost came to $120m.

“We had to sell some of our other prop-
erties, but we never gave up,” Ms Abbasoglu
says, standing next to the site’s centre-
piece, a giant mosaic that seems to float
above ground like a magic carpet, the effect
of centuries of earthquakes and floods that
caused some of its parts to rise and others
to sink. Ms Abbasoglu says she hopes the
outcome will be an example to others. The
next developer who stumbles upon a few
pots and pans might want to take note. H

Literary posterity

So it goes

INDIANAPOLIS
Kurt Vonnegut gets his own museum

N INDIANA AVENUE in Indianapolis, In-

diana stands the new Kurt Vonnegut
Museum and Library. Its repetitious ad-
dress chimes with its subject’s views on ge-
ography and belonging. Vonnegut believed
that a person should never forget where he
came from. “All my jokes are Indianapolis,”
he once said. “All my attitudes are India-
napolis. My adenoids are Indianapolis. If I
ever severed myself from Indianapolis, I
would be out of business. What people like
about me is Indianapolis.” As much as he
mocked the term—and those who used
it—in his novel “Cat’s Cradle” (1963), Von-
negut was a bona fide Hoosier.

Indianapolis is not known for its litera-
ture. It is overshadowed by America’s
coastal cities and its bigger neighbour on
Lake Michigan. Vonnegut himself is asso-
ciated with other places: Cape Cod, where
he ran a car dealership; upstate New YorKk,
where he was a PR man for General Electric;
Chicago, where he learned to be a journal-
istand failed to earn a master’s degree.

Nevertheless, the Vonnegut museum
belongs in Indianapolis, where he was
born and grew up, says Julia Whitehead, its
founder and boss. “There’s a lack of arro-
gance here,” she reckons, “a humility” that
is distilled in his prose. The opening of the
museum coincides with the soth anniver-
sary of the publication of Vonnegut’s most
famous novel, “Slaughterhouse-Five”,
which propelled him to fame. Half a cen-
tury on, the book—and the author—still
feel contemporary.

Hoosier hero
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“Slaughterhouse-Five” was distingui-
shed by its grim yet wildly imaginative por-
trayal of the second world war, which com-
bines sci-fi motifs and a distorted
chronology with moral clarity. The protag-
onist, Billy Pilgrim, is no Captain America.
He trudges passively through Germany
with his fellow prisoners of war wearing
silver boots, a fur-collared coat many sizes
too small, and a blue toga. Eventually, he
decides to tell the world about his kidnap
by aliens from the planet Tralfamadore. He
is shot and killed soon afterwards by a fel-
low former captive. Experienced time-trav-
eller that he is, Billy knew his death was
coming. He had seen it many times.

The book transmuted the trauma Von-
negut himself suffered while witnessing
the firebombing of Dresden as a prisoner of
war in 1945. When the museum opened on
November 9th, many of the first visitors
were veterans; several said their experi-
ences of Vietnam, Korea or Afghanistan
were reflected in Billy’s odyssey through
time and space. There are no evil characters
in his story, only ugly realities. When, to-
wards the end, he is recuperating from a
plane crash, his hospital bunk-mate, an
air-force historian, mentions Dresden’s
destruction. He asks Billy to “pity the men
who had to do it”. Billy does.

What explains Vonnegut’s enduring ap-
peal to readers from other generations and
backgrounds, who have never seen war
first-hand? An unassuming candour that is
native to the American Midwest, argues Ms
Whitehead, a quality that disarms readers
and forces them to confront eternal ques-
tions. His books are not simply criticisms
of war; they are meditations on human na-
ture and the meaning of life, wrapped up in
zany plots and deadpan wit.

Still, the idea of a Vonnegut museum
may seem odd. The author was a slouchy
hero of the 1960s and 1970s counterculture:
an anti-establishment, anti-war, satirical
pessimist with a self-professed penchant
forlate-night drunken phone calls and Pall
Mall cigarettes. He was full of contradic-
tions. “When vivisected”, he conceded,
“the beliefs I have to defend..turn into
bowls of undifferentiated mush.” He listed
them wryly: “I am a pacifist, [ am an anar-
chist, Iam a planetary citizen, and so on.”

Together, though, the museum'’s collec-
tion of personal effects, rejection letters
and art inspired by his writing attests to a
set of steadfast beliefs, which continue to
inspire readers. Vonnegut was an unyield-
ing advocate for free speech and the arts.
He wrote about the importance of commu-
nity and family. He thought that everyone
should be kind, goddammit, and that death
was neither good nor bad, merely inevita-
ble. Vonnegut himself died in 2007; hum-
ble as he was, says Ms Whitehead, “he
might be a little bit embarrassed about a
building with hisname onit.” ®
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Family businesses

Diamond geezers

The Cartiers. By Francesca Cartier Brickell.
Ballantine Books; 656 pages; $35

Y THE AGE of 40, Louis-Fran¢ois Cartier

had not only risen from poverty to open
his own jewellery shop in Paris, he had
seen it through revolution and a coup
d’état, economic doldrums and a fire. Fis-
cal prudence and pragmatism were vital
virtues, he considered, and he instilled
them in his son and grandsons. He also im-
parted aless routine lesson: “Be very kind.”

Francesca Cartier Brickell—Louis-Fran-
cois’s great-great-great-granddaughter—
has drawn on a forgotten cache of family
correspondence to string together a dy-
namic group biography studded with de-
sign history and high-society dash. Its stars
are the founder’s grandsons, who, during
the first half of the 20th century, trans-
formed Maison Cartierintoan internation-
alluxury brand with a clientele as glittering
as its bejewelled wares, pulling off feats of
social climbing as they went.

The brothers faced their own chal-
lenges, including two world wars, the Great
Depression and an inexorable drift towards
more casual fashions. Their strength lay in
their closeness and complementary tal-
ents. Louis, the eldest, could be hot-head-
ed: he once challenged a Rothschild baron
to a duel over a snub. But his creativity fu-
elled innovations such as the use of plati-
num for more delicate settings and Car-
tier's famous “mystery clocks” (their hands
appeared to hover in thin air as if “woven
from moonbeams”).J.P. Morgan was a fan.

Pierre, meanwhile, had an innate grasp
of markets and motivation. He allowed un-
decided clients to take jewels home with
them for a few days, confident that they
would find it hard to return them—even

when the piece in question was the legend-
ary Hope Diamond. In 1916 he traded a pearl
necklace for the town house on Fifth Ave-
nue that remains the company’s American
headquarters. The youngest brother,
Jacques, who had yearned to become a
Catholic priest, travelled to India and the
Persian Gulf, expanding the firm’s reach.

From gem-hunting expeditions to a
heist, theirs is a dramatic saga. It is further
enlivened by the jewel-encrusted mahara-
jahs, mistresses and movie stars who pa-
raded through the Cartier showrooms. For
sheer zaniness, the most memorable is Al-
berto Santos-Dumont, the Brazilian coffee
heir and aviation nut who held aerial din-
ner parties (waiters had to be agile), and
bar-hopped across fin de siecle Paris in a
tiny airship. He later inspired Louis-Fran-
cois to pioneer wristwatches—previously a
feminine accessory—for men.

The jewels themselves are stupendous:
gems the size of birds’ eggs, rope upon rope
of perfectly matched pearls, whimsical cre-
ations such as the panthers that became
synonymous with the Duchess of Windsor.
Ms Cartier Brickell is alert to their diverse
connotations, from love letter to grovelling
apology to glaring status symbol. In occu-
pied France, a brooch depicting a caged
bird sat as a protest statement in Cartier’s
flagship shop in Rue de la Paix. For all that,
as many an exiled Romanov princess came
to appreciate when forced to sell her pur-
chases back to Cartier, a jewel is first and
foremost a portable store of wealth.

What took three generations to build
was quickly dismantled by a fourth. Cartier
passed from the founding dynasty’s hands
in the 1960s and 1970s, but the jewellery
created under the brothers still surfaces at
royal weddings and auctions, where it of-
ten smashes reserve prices. (At Sotheby’s in
London in 2010 Wallis Simpson’s panther
bracelet became the world’s most expen-
sive bangle.) It is tempting to look back on
the firm’s heyday as a more graceful era; yet
as Ms Cartier Brickell intimates, the only
real difference between the excess-loving
courtesan or scheming Gilded Age hostess
who was the first owner of a Cartier bauble,
and the reality-television star who snaps it
up atauction, is an Instagram account.

Not that the author dwells on the com-
parison; discretion is among the ways in
which her meticulous, elegantly wrought
narrative bears the Cartier hallmark. She is
also kind to her subjects, a quality as bene-
ficial in storytelling as Louis-Francois
found itto be in business. B

Books & arts

Auto-history

A severe contest

Liberalism at Large: The World According
to the Economist. By Alexander Zevin.
Verso; 544 pages; $34.95 and £25

(g AM NOT a dedicated reader of The Econ-

I omist,” confessed RoyJenkins, a British
statesman who died in 2003; it is “essen-
tially a journal for foreigners”. Luckily for
the newspaper, most people are foreigners.
This may be one reason why it thrives at the
age of 176, with a larger print circulation
than it had before the internet.

According to Alexander Zevin, a histori-
an at the City University of New York, The
Economist is not merely a spectator of glo-
bal affairs but an actor in them. It “shaped
the very world its readers inhabit”, because
of its links to politicians and financiers.
“Liberalism at Large: The World According
to the Economist” is based on his doctoral
dissertation, which examined the weekly
from its birth in 1843 to 1938. It supple-
ments and updates Ruth Dudley Edwards’s
more-or-less official account, “The Pursuit
of Reason: The Economist1843-1993”.

Yet the two authors tell very different
tales. Ms Dudley Edwards identified The
Economist’s creed as the belief that govern-
ments are more imperfect than markets.
Mr Zevin is more oblique. He aims to pre-
sent the annals of The Economist as “a his-
tory of liberalism”. The paper, he argues,
has been guided by “the universal virtues
of capital and...necessities of empire”.
Since this brand of “liberal” thought has, he
says, been the most consequential one, The
Economist’s history is also that of “actually
existing liberalism”—a nod to a Marxist
term for the ugly realities of capitalism.

Ms Dudley Edwards thought The Econo-
mist’s main defects were “arrogance, prig-
gishness, absence of doubt, frequent fail-
ures of imagination and too-clever-by-
halfery”. Mr Zevin’s judgment is harsher.
The result of following The Economist’s ad-
vice about the Irish famine of the 1840s was
“on par with the better-known holocausts
of the twentieth century”. A decade later,
the paper was “justas ruthless with Indians
as with the Irish or Chinese”. And after
championing light regulation in the late
20th century, its response to the crash of
2008 was “breathtakingly unrepentant”.
Mr Zevin does not actually say the post-war
Economist has been a market-fundamental-
istlickspittle of Western intelligence agen-
cies, but thatis the politely expressed drift.

If The Economist has ever got anything
right, readers don’t hear much about it. Nor

is there much acknowledgment that mar- »
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» kets ever work—for example, by delivering
a seismic drop in global poverty since the
1980s. A parodic gibe at globalisation’s crit-
ics from an editorial in 2003 springs to
mind: “Show us an economic miracle, and
we will show you the failure of capitalism.”

Given its heartless perfidy, it is perhaps
odd that The Economist is read by anyone
outside the ermined ranks of “the aristoc-
racy of finance”, to quote Marx’s descrip-
tion of itsaudiencein1852. Yet itis. And ac-
cording to the Pew Research Centre, an
American think-tank, its readership in its
largest market skews left. Pew classifies

18% of American readers as mostly or con-
sistently conservative, and 59% as mostly
or consistently “liberal” (in the American
sense, left-wing in the British one).

“Ideas have mattered most” to The Econ-
omist’s success, Mr Zevin believes. That is
questionable. Engaging with its editorials
is no doubt part of its appeal. Yet they ac-
count for only around 5% of articles; what
most distinguishes the rest is their way of
dealing with the news. Brevity abounds. So
do charts. Dispatches from 21 foreign bu-
reaus are, in a good week, put in a global
and historical context. There are, in short,

Unspeakable things

The problematic vocabulary of sexual violence

T1S A cliché that three topics should
I stay off-limits in polite company:
politics, religion and sex. But there are
times for hard conversations, and the
language used to talk about sex, and
particularly sexual misdeeds, remains
wrapped in a gauze of misdirection and
euphemism that risks contributing to
harm, even when intentions are good.

A recent case in Barcelona illustrates
the power of language. Five men who
gang-raped an unconscious 14-year-old
girl were convicted of mere “sexual
abuse”—not the graver “sexual assault”,
because technically they had not used
violence or intimidation, as required by
the statute.

The furious protesters who turned
outin Barcelona and other cities were
not angry about the court’s leniency per
se: the rapists received fairly long prison
sentences. Rather they are demanding
that the law be changed so that “sexual
assault” reflects the absence of consent,
rather than the use of force. In other
words, they are asking politicians to
redefine that term.

There is an irony in their protest.
Demonstrators shouted “No es abuso, es
violacion” (it’s not abuse; it’s rape). But
the Spanish word “violacién” itself clear-
ly displays its etymological link to “vio-
lence” the lack of which was at the heart
of the controversy. Other European
languages also reflect a historical belief
thatrape is, by definition, violent: Verg-
ewaltigung in German includes Gewalt,
violence, for instance.

Or consider the English word. Coming
from Latin rapere, its oldest sense in-
volves neither sex nor bodily harm; it
means to take something by force (as in
the adjective, “rapacious”). This repre-
sents the attitude of many centuries in
which rape was considered a property

crime againsta husband or father, robbing
them of a woman’s virginity or chastity,
which were the father’s to give away to a
spouse. It was not something done to the
woman herself.

Fortunately, feminists long ago suc-
ceeded in placing the woman'’s experience
at the heart of the matter. But “rape” is now
such a powerful and painful word that
English-speakers have developed a hazier
vocabulary to talk about and around it
instead. “Sexual assault” rose in promi-
nence in the 1970s. Its adoption reflected
the fact that there were many ways to
commit, and experience, traumatic sexual
violence; the kind that could roba woman
of hervirginity was only one, and need not
always be privileged over others. Numer-
ous American states and Canada, for ex-
ample, no longer have a crime called “rape”
on the statute books, but rather varying
degrees of sexual assault.

The breadth of the label “sexual as-
sault” has its uses—for example, when
statisticians want to aggregate different
offences. It can convey the sense of vio-
lation that comes with all its manifesta-
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more facts per square inch than in perhaps
any other weekend reading matter.

Mr Zevin is not the first to tie himselfin
knots trying to define liberalism. The Econ-
omist sometimes does the same. He is to be
thanked for a critique of the paper which,
though skewed, pays it the compliment of
taking it very seriously. ®

Anthony Gottlieb

We identify the reviewers of books connected to
The Economist or its staff. Anthony Gottlieb worked
at the paper from 1984 to 2006 and is the author of
a multi-volume history of philosophy.

tions. It gives women who have suffered
different kinds of harms an umbrella of

solidarity. Finally, victims who use “sex-
ual assault” may themselves not want to
be more specific.

But there are unintended conse-
quences. Sexual assault is usually de-
fined (for example, by American and
British authorities) as sexual contact
without consent. This means that the
gamut runs widely, from groping to the
most savage rapes. That can make it hard
for those not directly involved to un-
derstand the gravity of individual cases.
It might even let the most vicious rapists
take advantage of a perception that per-
haps they committed a lesser crime.

And the old words are often the most
powerful. Activists have berated newspa-
pers which reported that Jeffrey Epstein,
adisgraced and now-dead financier,
“cavorted” with “underage women”; he
raped and trafficked teenage girls. Simi-
larly, some want to ditch the term “child
pornography”, since it refers to a heinous
criminal enterprise, not consenting
performances as in the adult kind. It
sometimes seems people cannot talk
about sexual violence except in terms
adapted from consensual relations.

Now feminists are saying “we need to
talk about rape”, as Deborah Cameron, a
linguist, does in a recent post on her
blog, “Language: a feminist guide”. Ap-
plying the right vocabulary to a crime
will not curtail it, but the abstractions
and legalese common in the media and
politics can drain the task of urgency, by
making the scourge seem less acute. Just
as “murder” should not be routinely
dressed up as “homicide”, nor “torture”
consigned to the catch-all bin of “hu-
man-rights abuses”, so it is with the
vocabulary of sexual abuse. It is hard to
tackle a problem you are afraid to name.
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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 Nov 13th on year ago
United States 20 @3 19 2.2 1.8 Oct 1.8 36 Oct -24 -4.8 19 -130 -
China 60 Q3 6.1 6.2 3.8 Oct 2.7 36 Q38 15 -4.3 30 $ -25.0 7.02 1140
Japan 13 @3 02 1.0 02 Sep 09 24 Sep 32 -29 -0.1 -250 109 48
Britain 1.0 @3 12 12 15 Oct 1.8 38 Augtt -4.2 -2.1 0.8 -68.0 0.78 -1.3
Canada 16 Q@ 3.7 1.6 1.9 Sep 2.0 55 oct -2.3 -0.8 1.6 -91.0 1.32 nil
Euro area 11 Q3 0.8 12 0.7 Oct 12 7.5 Sep 29 =l -0.3 -70.0 091 =212
Austria 15 @2 -14 15 1.2 Sep 15 45 Sep 1.7 0.1 -0.1 -68.0 091 22
Belgium 16 Q3 16 12 0.5 oOct 1.8 56 Sep 0.1 -1.0 nil -84.0 0.91 -22
France 13 @3 1.0 13 0.7 Oct 13 84 Sep -0.7 -3.2 nil -80.0 091 -2.2
Germany 04 @ -03 0.5 1.1 Oct 13 3.1 Sep 6.6 0.5 -0.3 -70.0 091 222
Greece 19 @ 34 19 -0.7 oct 0.6 16.7 Aug -29 0.4 14 -304 091 22
Italy 03 @ 03 0.1 03 Oct 0.7 9.9 Sep 20 -24 1.4 -210 0.91 -22
Netherlands 18 @ 16 17 2.7 Oct 2.7 44 Sep 9.6 0.6 -0.1 -64.0 091 -2.2
Spain 20 @3 17 2.1 0.2 oOct 0.9 142 Sep 0.8 -2.3 0.4 -115 0.91 -2.2
CzechRepublic 25 @ 30 2.6 2.7 oct 2.8 2.1 Sept 05 02 15 -57.0 232 -1.0
Denmark 22 @ 36 2.2 0.6 Oct 0.8 3.7 Sep 7.8 15 -0.3 -64.0 6.79 -2.6
Norway 13 @3 0.1 1.4 1.8 Oct 2.2 3.7 AugH 54 6.5 1.6 -40.0 9.19 -1.6
Poland 42 @ 32 40 25 oct 20 51 oOct -0.6 -20 2.1 -113 390 -23
Russia 17 @ na 1.1 38 oct 45 45 Sep 6.5 23 6.7 -244 643 5.8
Sweden 1.0 @ 0.5 13 1.6 Oct 1.8 7.1 Seps 3.7 0.4 0.1 -57.0 9.73 -6.9
Switzerland 02 @ 1.1 0.8 -03 Oct 0.4 23 Oct 9.2 0.5 -0.4 -46.0 0.99 20
Turkey -1.5 @ na -0.3 8.6 oOct 15.6 139 Jus -0.2 -29 12.1 -490 5.74 -4.0
Australia 14 @ 19 1.7 1.7 Q3 15 53 Oct 0.1 0.1 13 -146 1.46 -4.8
Hong Kong 29 Q@3 -122 0.2 33 Sep 3.0 29 SepH 48 0.1 17 -68.0 7.83 nil
India 50 @ 29 52 46 Oct 34 8.5 Oct =1 -3.8 6.5 -123 721 0.8
Indonesia 50 @3 na 5.1 3.1 Oct 3.1 53 @3t 24 -20 7.0 -97.0 14,075 52
Malaysia 49 @ na 44 1.1 Sep 0.8 33 Sept 45 -35 35 -71.0 415 1.0
Pakistan 33 2019 na 33 110 oct 9.2 58 2018 -35 -89 114 tft -80.0 155 -13.8
Philippines 6.2 Q3 6.6 5.7 0.8 Oct 23 54 38 =l -3.1 4.7 -274 50.8 45
Singapore 01 @3 06 05 05 Sep 06 23 @ 143 -03 18 -69.0 1.36 1.5
South Korea 20 @3 1.6 1.8 nil Oct 0.4 30 Oct 3.0 0.6 1.8 -43.0 1,168 -3.0
Taiwan 29 @3 45 2.4 04 Oct 0.5 3.7 Sep 12.0 -1.0 0.7 -20.0 30.5 13
Thailand 23 @ 2.4 2.4 0.1 Oct 0.7 1.0 Sep’ 6.0 -2.8 1.6 -101 30.3 9.2
Argentina 06 Q@ -13 -33 535 sept 537 106 Q2 -14 -43 113 562 59.7 -393
Brazil 1.0 @ 18 0.8 25 Oct 38 11.8 Seps -1.7 -5.7 4.4 -376 418 -9.1
Chile 19 @ 34 2.6 25 Oct 2.3 70 SepSt -2.6 -1.3 34 -114 798 -13.2
Colombia 34 @ 5.6 3.1 39 oct 35 10.2 SepS -4.4 -2.5 6.2 -95.0 3,441 -70
Mexico 04 Q3 04 03 3.0 oct 3.6 3.5 Sep -1.1 2.7 7.0 -200 19.4 53
Peru 12 @ 4.1 2.6 19 Oct 2.2 6.1 SepS -2.1 -2.0 56 64.0 3.39 -0.3
Egypt 57 @ na 5.6 3.1 Oct 8.1 75 Q» -09 -1.0 na nil 16.2 10.8
Israel 20 @ 06 32 0.3 Sep 09 37 Sep 24 -39 1.0 -149 3.49 5.7
Saudi Arabia 24 2018 na 1.0 -0.7 Sep -12 56 @ 14 -6.7 na nil 3.75 nil
South Africa 09 @ 3.1 0.7 41 Sep 45 29.1 Q3% -39 -4.8 8.5 -79.0 149 -3.0

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 Nov 13th week 2018 Nov 13th week 2018 2015=100 Nov 5th  Nov 12th* month year
United States S&P 500 3,094.0 0.6 234 Pakistan KSE 37,167.0 42 03 Dollar Index

United States NAScomp 8,482.1 0.8 278 Singapore STI 3,239.2 -0.7 5.6 All ltems 1113 109.0 16 39
China Shanghai Comp 2,905.2 -25 16.5 South Korea KOSPI 2,1225 -1.0 40 Food 97.0 979 27 84
China Shenzhen Comp 1,6143 -16 273 Taiwan TWI 11,467.8 -16 17.9 Industrials

Japan Nikkei 225 23,3199 0.1 16.5 Thailand SET 1,615.1 -0.5 33 All 1246 1193 47 06
Japan Topix 1,700.3 03 13.8 Argentina MERV 32,340.7 -89 6.8 Non-food agriculturals ~ 96.9 96.8 34 113
Britain FTSE 100 7,351.2 -0.6 93 Brazil BVSP 106,059.9 -2.1 20.7 Metals 132.8 126.0 6.4 38
Canada S&P TSX 16,958.0 13 184 Mexico IPC 43,098.7 -1.6 35 S b

Euro area EURO STOXX50  3,699.5 03 23,3 Egypt EGX30 14,607.7 -0.7 12.1 All iterme 1320 1296 21 5
France CAC 40 5,907.1 0.7 249 Israel TA-125 1,5709 -0.8 17.8 i i ’ ’
Germany DAX* 13,230.1 04 253 Saudi Arabia Tadawul 7,932.5 24 14 Euro Index

Italy FTSE/MIB 23,5784 09 287 South Africa JSE AS 56,3383  -23 6.8 Allitems 11141098 14 64
Netherlands AEX 597.6 0.4 225 World, dev'd MSCI 2,268.3 0.3 20.4 Gold

Spain IBEX 35 9,194.5 -2.2 7.7 Emerging markets MSCI 1,043.8 -2.3 8.1 $ per oz 1,4855 1,4513 20 205
Poland WIG 58,817.0 -0.6 20 Brent

Russia RTS, $ terms 1,4379 23 349

Switzerland SMI 10,299.2 -0.2 22.2 US corporate bonds, spread over Treasuries $ per barrel L — - sl
Turkey BIST 104,828.1 36 14.9 Dec 31st Sources: Bloomberg; CME Group; Cotlook; Datastream from Refinitiv;
Australia All Ord. 6,805.6 05 19.2 Basis points latest 2018 Fastmarkets; FT; ICCO; ICO; 1S0; Live Rice Index; LME; L\IZ Wool
Hong Kong Hang Seng 26,5715 40 28 Investment grade 153 190 Services; Thompson Lloyd & Ewart; Urner Barry; WS). *Provisional.
India BSE 40,116.1 -09 11.2 High-yield 489 571

Indonesia IDX 6,142.5 12 -08 Sources: Datastream from Refinitiv; Standard & Poor's Global Fixed For more countries and additional data, visit

Malaysia KLSE 1,597.2 -0.4 5.5 Income Research. *Total return index. Economist.com/indicators
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Musical preferences mirror America’s demographic and political divides

Most popular genre relative to national average, by county, share of live music tickets sold, 2019, %

Rock/alternative

® Country/folk @ Hip-hop/rap/R&B

Population, 2017, m

< Rural mountain and plains states gravitate towards

® Dance/electronica

70 country and folk, as does much of the South
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Sources: Vivid Seats; US Census Bureau; MIT Elections and Data Science Lab; The Economist

Playlists and
politics

The ballad of the Obama-Trump voter
is likely to feature screeching guitars

NE REASON America has become so po-

larised is that its two big parties are in-
creasingly seen to represent tribes as well
as policies. One study by Lilliana Mason of
the University of Maryland found that
whether people said they were “liberal”
was a better predictor of reluctance to mar-
ry a “conservative”—and vice versa—than
actual views on political issues were. An-
other paper, by Douglas Ahler of Florida
State University and Gaurav Sood, found
that Americans wildly exaggerate the share
of each party’s voters made up by certain
groups. On average, poll respondents
guessed that 32% of Democrats were gay
and that 38% of Republicans earned over
$250,000. Thereal figures were 6% and 2%.

Ample evidence shows that the two
sides differ on more than just taxes and
guns. One viral quiz in 2014 predicted party
loyalty using quirky data: Republicans
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music is prevalent in Hispanic

¥ In the Northeast and Midwest,
areas whose voters swung towards
Donald Trump in 2016 stand out
for liking hard-edged rock music

African-American
counties in the South
have a particular
affinity for hip-hop

areas along the Mexican border and

in South Florida

were more likely than Democrats to prefer
dogs to cats, neat desks to messy ones, ac-
tion films to documentaries and Internet
Explorer to Google Chrome. Using data on
concert tickets from Vivid Seats, an online
market, we find that tastes in live music
also mirror America’s political divide.
Regional variation in musical prefer-
ences is tied to demography. Hip-hop, a
genre invented by urban blacks, is most
popular in cities and in African-American
areas. Sales for Latin styles like merengue
are high in Hispanic counties in Florida
and near the Mexican border. Country and

Musical genre preference and vote share in 2016
Relative to expectation based
on demography

Margin, percentage points

Trump +60
Among counties with similar
mixes of race, age, schooling
and urbanisation, music still +30
predicted votling

______

+30

Clinton +60

100 75/25 50/50 25/75 100
Share of ticket sales for hip-hop and country concerts, %

folk, full of odes to wide-open spaces, pre-
vail in plains and mountain states. Yet
playlists also provide extra information
about political beliefs, beyond their ability
to stand in for race and population density.

The musical style that best predicts lib-
eralism is hip-hop; for conservatism, it is
country. In 2016 Donald Trump’s vote share
in places where country out-sold hip-hop
was 22 percentage points higher than in
those where hip-hop was more popular.
When combined into a statistical model,
race, age, education and urbanisation ac-
count for only an18-point gap. The remain-
ing four points consist of factors reflected
in music but not by demography.

It stands to reason that rural whites who
like rap, a genre in which artists have railed
against police brutality, are unusually left-
wing. The politics of hard-rock acts like
Metallica, Ac/pc and Guns'n’'Roses—who
are particularly popular in places that vot-
ed for Barack Obama in 2012 but Mr Trump
in 2016—are less clear. Politically active
rockers tend to lean left. However, the best-
selling rock groups are older than most pop
stars or rappers, suiting many Trump vot-
ers’ nostalgia. And among Mr Trump’s
often rowdy fans, their belligerent, anti-
establishment music may strikea chord. m
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The executioner’s song

Anwar Congo, a perpetrator of the mass Killings in
Indonesia in 1965-68, died on October 25th, aged 78

HE FIRST time he tried to kill a man, he used a stinky durian

fruit. It didn’t work. Eventually, he came to the view that the
most efficient method was garrotting, and he was proud of how
adept he became with the wire. It hadn’t always been so.

He was born in Medan, a grimy industrial town in northern Su-
matra that was home to Pancasila Youth, the main semi-official
political gangster group that flourished as Indonesia’s military
dictatorship grew ever more powerful in the mid-1960s. An at-
tempted coup by leftists in 1965 had given the army the excuse it
needed to unleash an orgy of killing across the country. Anybody
opposed to the army could be accused of being a communist. As
America became enmeshed in the Vietnam war, and the fear of
communism’s possible domino effect across Asia took hold in the
West, President Lyndon B. Johnson and his allies were happy to
look away as more than a million alleged communists were tor-
tured and killed, many of them Chinese Indonesians.

Known as preman, from the English words “free men”, Panca-
sila’s death squads, with their political connections and their can-
do/will-do swagger, proved the ideal recruiting ground for a boy
like Anwar Congo. He had dropped out of school at the age of12 and
spent much of his time selling bootleg cinema tickets with his
friends outside Medan’s main picture house. Dressed in a cowboy
hat and a braided leather necktie complete with Texas star, he
imagined himself as a skinny John Wayne, or, in a dark Panama
and shades, as one of the mobster types in “Murder, Inc”. It was all a
bit of a lark, until someone tried to ban American films, and the
gangsters’ business slumped.

As he grew older, he moved from cinema tickets into petty
smuggling and illegal gambling, and soon he came to the attention
of men like Ibrahim Sinik, a newspaper publisher and paramilitary
gang boss. Mr Sinik decided who got killed in Medan and who
should merely be shaken down for money. He needed protection,

and the young film buff was just the guy to provide it. He'd go to a
musical film in the afternoon, then sidle across the street—high on
show tunes—and hop up the stairs to the roof of Sinik’s newspaper
office where he changed into jeans or thick trousers and set to
work. In the early days, he beat his victims to death. But there was
so much blood. Even after it was cleaned up, it still stank. To avoid
the mess, he switched to wire. With a wooden slat at either end, it
was quick and clean. So many people were killed on that roof ter-
race, it was known as “the office of blood”. He is reckoned to have
murdered at least 1,000 people with his own hands, and soon had
his own gang known as the Frog Squad.

When, at last, the killing came to an end in 1968, he moved into
organising political muscle, clearing land for illegal logging. And
there, in humanity’s dark shadows, he might have remained, were
it not for the fact that in 2005, exactly 40 years after the genocide
began, he met an idealistic young American-born documentary-
maker named Joshua Oppenheimer. Thus began the second life of
Anwar Congo.

He was the g1st killer to be interviewed by Mr Oppenheimer. He
gloated over how they used to crush their victims’ necks with
wooden staves, how they hanged them, strangled them, cut off
their heads, ran them over with cars—all because they were al-
lowed to. And he insisted that they never felt guilty, never got de-
pressed, never had nightmares. Dressed in white slacks and a lime
Hawaiian shirt the first day he met the film-makers, he led them up
to Mr Sinik’s roof and showed them in person, demonstrating on a
friend, how he had garrotted his victims. And how afterwards, he
would put on some good music, drink a little booze, smoke a little
marijuana. Stepping lightly across the roof, he crooned: “Cha, cha,
cha.” By now in his 60s and missing several teeth, he clacked his
dentures when the camera began rolling.

At home, he served the film-maker sweet tea. While the two
men discussed what film they might make, he taught a young boy
how to care for his pet duckling. He roped in his Pancasila friends
to re-enact what they had done. The directors gave them carte
blanche. The gangsters sketched out interrogations and how they
beat women and burned down villages. Aided by a fat sidekick in
drag, with bright lipstick and lime eyeshadow, they even re-en-
acted abeheading, and how afterwards they ate the victim’s liver.

In the evening they watched the day’s rushes. Sometimes, wear-
ing a burgundy Panama hat, he played one of the interrogators: “It
mustbe fun being a communist. You fuck other people’s wives.” Or
he’d play the film-maker, sitting high up in the cameraman'’s chair,
wholly consumed with panning across a scene of make-believe.

And then, one day, he cast himself as a victim. He sat in the
chair on the far side of the interrogator’s wooden desk. His shiny
charcoal suit turned dark as he sweated at being questioned. After
the wire was slipped around his neck, his right hand began to
shake. “Did the peopleI tortured feel the way I do here?” he asked. “I
feltall the terror possess my body.”

“No,” Mr Oppenheimer quietly replied. “You're making a film.
They knew they were going to be murdered.”

Punishment, not justice

“The Act of Killing”, or Jagal as it was called in Indonesian, mean-
ing “Butcher”, was tipped to win an Oscar when it was released in
2012. It became the country’s most viewed film after the producers
made it available free online, and Indonesians began talking about
the years of living dangerously in a way they never had before.

As for Mr Congo, he evaded justice, but not punishment. The
garrotting stayed with him. It was, he said, one of the easiest ways
of taking a human life. When, on the final day of the shoot that had
lasted five years, he was filmed returning, in a mustard double-
breasted suit and lemony shirt, to the roof of Mr Sinik’s office,
where so many men had died by his hand, he sniffed the night air
and then he gulped. Turning away, he retched and retched—until
he could retch no longer. B
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