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Catalonia’s president, Carles
Puigdemont, declared that the
Spanish region had voted for a
mandate for independence at
a referendum on October1st,
but said he intended to delay
acting on it pending negotia-
tions. Spain’s prime minister,
Mariano Rajoy, did not offer
talks, asking instead whether
Mr Puigdemont was declaring
independence or not. A few
days earlier, huge pro-Spanish-
unity rallies tookplace in
Madrid and Barcelona, urging
Catalonia not to secede. 

Public-sector unions in France
staged a one-day strike against
Emmanuel Macron’s labour-
market reforms. Mr Macron
has seen his popularity wane
since his election as president
in May.

America enraged the Turkish
government by suspending
most visa approvals for Turks,
in retaliation for the arrest ofa
Turkish national employed at
the American consulate in
Istanbul. Turkey then respond-
ed in kind. 

Running from the outside
Margarita Zavala, a former first
lady in Mexico, resigned from
the conservative National
Action Party after clashing
with its leader, Ricardo Anaya.
Ms Zavala, who is married to
Felipe Calderón, president
from 2006 to 2012, said she
would run as an independent
in next year’s presidential
election. 

Police in Colombia fired into a
crowd of farmers protesting
against coca eradication efforts
in Tumaco, one of the coun-
try’s poorest areas, killing six.
Three days later police shot at

foreign human-rights workers
and journalists attempting to
investigate the incident. Presi-
dent Juan Manuel Santos
called the episode “regret-
table”. Four police officers
were suspended.

Brazil’s congress passed a
series ofelectoral reforms that
aim to make politics cleaner. A
“special campaign-finance
fund” will provide taxpayer
money to candidates in next
year’s national elections,
while a “barrier clause”
prevents the smallest parties
from getting public financing
and free television and radio
time. Supporters hope the
latter clause will reduce the
number ofparties in congress,
which stands at 26.

Hurricane Nate triggered
mudslides and floods in Nic-
aragua, Costa Rica and Hondu-
ras, killing at least 22 people. 

Weighty figures

The number ofobese chil-
dren and adolescents in the
world has increased tenfold in
four decades, according to the
World Health Organisation. In
the mid-1970s less than 1% of
those aged 5-to-19 were obese.
By 2016 it was 7%, or124m.
Another 213m were over-
weight, meaning nearly a fifth
ofyoung people were
unhealthily fat. The WHO
predicts that the number of
obese children could surpass
undernourished ones by 2022.

Raila Odinga, Kenya’s main
opposition candidate, pulled
out ofa re-run of the presi-
dential election that was
scheduled for October 26th. He
said failures by the electoral
commission that prompted the
courts to annul the results of
the presidential election in
August had not been rectified.

The electoral commission in
the Democratic Republic of
Congo declared that elections
cannot be held before April
2019, deepening a constitution-
al crisis. The president, Joseph
Kabila, was supposed to step
down in December 2016 at the
end ofhis last term. But he has
remained in power because
his government has failed to
organise elections despite
promising to do so this year. 

An Iraqi court ordered the
arrest ofKurdish officials who
were involved in organising a
referendum last month over
the region’s independence.
Most of those who voted in the
referendum cast their ballots in
support of the Kurdish region
breaking away from Iraq.

Dream on
The White House asked
Congress to pass its agenda on
curtailing illegal immigration,
such as building a wall along
the border with Mexico, in
exchange for a deal on safe-
guarding the future ofyoung
undocumented migrants, or
Dreamers. Last month Demo-
cratic leaders in Congress
surprised their party, and
Republicans, by announcing
they had reached a compro-
mise with Donald Trump over
the Dreamers. Those hopes
now seem a bit premature. 

Kirstjen Nielsen was tapped
to become the head ofAmeri-
ca’s Department ofHomeland
Security. A cyber-security
expert, Ms Nielsen worked
under John Kelly when he led
the department before his
appointment as Mr Trump’s
chiefofstaff. 

At least 23 people were killed
in counties north ofSan Fran-
cisco when they were caught
in wildfires that spread across

California’s best-known
wine-growing region. 

Testing the waters
China accused America of
violating Chinese and interna-
tional law by sending a war-
ship close to the Paracel islands
in the South China Sea, which
are claimed by China, Taiwan
and Vietnam. The destroyer
kept farther than 12 nautical
miles from the islands, the
maximum extent from shore
ofa country’s territorial sea. 

Immigration officers in Hong
Kong refused to allow a British
human-rights activist, Bene-
dict Rogers, to enter the territo-
ry. Mr Rogers said no reason
was given for barring him,
though he is an outspoken
critic ofChina’s restrictions on
democracy in Hong Kong. 

The Cambodian government
pushed to ban the main oppo-
sition by asking the Supreme
Court to dissolve the Cambo-
dia National Rescue Party
ahead ofnext year’s election.
Hun Sen, Cambodia’s prime
minister since 1985, has cracked
down on dissent, imprisoning
opposition leaders, shutting
down newspapers and radio
stations and kicking several
NGOs out of the country. 

Amid falling popularity rat-
ings, President Rodrigo Duterte
of the Philippines removed
the police from the front line of
his shoot-to-kill campaign
against suspected drug dealers.
Officers from the national
drugs agency will instead lead
the operations. Officially, 3,850
people have died during Mr
Duterte’s campaign. Human-
rights groups think the real
figure is much higher. 

Virtual-will power
A court in Brisbane, Australia,
decided that an unsent text
found on a dead man’s mobile
phone constituted his last will
and testament. The message
was discovered in the phone’s
drafts folder and said it gave
“all that I have” to the man’s
brother and nephew, instead
ofhis wife. The message also
stated where he wanted his
ashes to be spread, and noted a
bit ofcash kept behind the TV. 

Politics

Global obesity

Sources: Risk Factor Collaboration; WHO
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Other economic data and news
can be found on pages 80-81

Procter& Gamble declared
victory in seeing offa
challenge from Nelson Peltz,
an activist investor, for a seat
on the board. The consumer-
goods group said a prelimi-
nary count showed that all its
current directors had been
re-elected by shareholders at
its annual meeting. Mr Peltz
said he would wait for the final
tally to be certified before
conceding defeat. It was the
biggest and costliest proxy
fight for a board seat in Ameri-
can corporate history. After Mr
Peltz’s firm tooka $3.5bn stake
in P&G, the company spent
tens ofmillions fighting his
campaign for it to boost profits
by streamlining its business. 

In some good news for Mr
Peltz, the chief investment
officer at Trian, his manage-
ment fund, won a seat on the
board ofGeneral Electric and
will argue for deeper cost-
cutting at the conglomerate.
This year has seen a sizeable
increase in spending by activ-
ist investors overall, as they set
their sights on bigger-than-
usual corporate targets. 

And don’t slam the door
The Weinstein Company
sacked Harvey Weinstein
following claims that he had
sexually harassed women in
the film industry for decades.
The claims bring an ignomini-
ous end to the career ofone of
Hollywood’s most influential
producers, who helped finance
“Pulp Fiction” and other criti-
cally acclaimed movies. Mr
Weinstein apologised for “the
way I’ve behaved”, but denied
the more serious allegations. It
is the latest sexual-misconduct
scandal to rockcorporate
America, coming on the heels
ofsimilar assertions made at
Fox News. 

BAE Systems said it would
shed nearly 2,000 jobs in
Britain, or about 6% of its work-
force in the country, in a re-
structuring that will refocus
the global defence company
around three manufacturing
divisions: land, sea and air.
The bulkof job losses will be at

the factory that assembles the
Typhoon jet, for which orders
have dwindled.

Kobe Steel’s share price
swooned after it revealed that
the safety-inspection records
on some aluminium, copper
and steel products it had
shipped to customers had
been forged. Japan’s
third-biggest steelmaker pro-
vides materials to many
companies in heavy industry,
including carmakers and
aircraft manufacturers. 

Despite the plummeting value
ofKobe Steel’s equity, Japan’s
Nikkei 225 stockmarket aver-
age hit a 21-year high, buoyed
in part by soaring expectations
that the weaker yen will pro-
duce bumper quarterly profits. 

The American economy lost
33,000 jobs in September, the
first contraction in payrolls for
seven years. The hurricanes

that battered Texas and Florida
were blamed, though there
were some bright spots. An
extra 11,000 insurance-claims
adjusters were hired, and
building-supply stores took on
another 5,000 staff. 

The IMF slightly raised its
forecast for world growth to
3.6% this year and 3.7% in 2018.
The fund estimates a strong
rebound for advanced econo-
mies, driven by growth in
Canada, the euro area and
Japan. But it still has nagging
worries about an uncertain
policy outlookfor America,
and tricky Brexit talks for
Britain. 

They’ve ad it coming
Google said it was investigat-
ing “attempts to abuse our
systems”, after it was reported
that it, too, had been targeted
by Russian provocateurs dur-
ing last year’s presidential
election. Media reports suggest
the Russians placed ads or
created channels designed to
spur political controversy on
Gmail, YouTube and other
Google services. 

Alibaba decided to establish a
research academy with offices
in cities around the world and
advisers from leading universi-
ties. The Chinese e-commerce
firm is ramping up its spending

on R&D to $15bn over the next
three years, which should help
it keep up with the technologi-
cal prowess ofAmazon and
Google. Its academy will work
on data intelligence, the
internet of things, fintech,
quantum computing, human-
machine interaction and many
other things. 

Qualcomm was given a
$774m fine in Taiwan for abus-
ing its commanding position in
the market for licensing chips
for phones, the biggest such
penalty to be handed down in
the country. It is the latest
antitrust ruling to hit the com-
pany following a similar deci-
sion in South Korea. America’s
Federal Trade Commission is
also investigating its alleged
anti-competitive behaviour. 

Lost its fizz
The sugar-tax movement
received a big setbackwhen
CookCounty, which covers
Chicago, voted to repeal a levy
on sugary drinks, just two
months after it came into
effect. Small businesses com-
plained that they were losing
customers, with some even
driving across the county line
and state line to avoid paying
the tax.

Business
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AMERICAN presidents have a
habit of describing their

Chinese counterparts in terms
of awe. A fawning Richard Nix-
on said to Mao Zedong that the
chairman’s writings had
“changed the world”. To Jimmy
Carter, Deng Xiaoping was a

string of flattering adjectives: “smart, tough, intelligent, frank,
courageous, personable, self-assured, friendly”. Bill Clinton
described China’s then president, Jiang Zemin, as a “vision-
ary” and “a man of extraordinary intellect”. Donald Trump is
no less wowed. The Washington Post quotes him as saying that
China’s current leader, Xi Jinping, is “probably the most pow-
erful” China has had in a century. 

Mr Trump may be right. And were it not political suicide for
an American president to say so, he might plausibly have add-
ed: “Xi Jinping is the world’s most powerful leader.” To be sure,
China’s economy is still second in size to America’s and its
army, though rapidly gaining muscle, pales in comparison. But
economic heft and military hardware are not everything. The
leader of the free world has a narrow, transactional approach
to foreigners and seems unable to enact his agenda at home.
The United States is still the world’s most powerful country,
but its leader is weaker at home and less effective abroad than
any of his recent predecessors, not least because he scorns the
values and alliances that underpin American influence. 

The president of the world’s largest authoritarian state, by
contrast, walks with swagger abroad. His grip on China is
tighter than any leader’s since Mao. And whereas Mao’s China
was chaotic and miserably poor, Mr Xi’s is a dominant engine
ofglobal growth. His clout will soon be on full display. On Oc-
tober18th China’s rulingCommunist Party will convene a five-
yearly congress in Beijing (see Briefing). It will be the first one
presided over by Mr Xi. Its 2,300 delegates will sing his praises
to the skies. More sceptical observers might askwhether Mr Xi
will use his extraordinary power for good or ill. 

World, take note
On his numerous foreign tours, Mr Xi presents himself as an
apostle of peace and friendship, a voice of reason in a con-
fused and troubled world. Mr Trump’s failings have made this
much easier. At Davos in January Mr Xi promised the global
elite that he would be a champion of globalisation, free trade
and the Paris accord on climate change. Members of his audi-
ence were delighted and relieved. At least, they thought, one
great power was willing to stand up for what was right, even if
Mr Trump (then president-elect) would not. 

Mr Xi’s words are heeded partly because he has the world’s
largest stockpile of foreign currency to back them up. His “Belt
and Road Initiative” may be puzzlingly named, but its message
is clear—hundreds of billions of dollars of Chinese money are
to be invested abroad in railways, ports, power stations and
other infrastructure that will help vast swathes of the world to
prosper. That is the kind of leadership America has not shown
since the post-wardays ofthe Marshall Plan in western Europe

(which was considerably smaller). 
Mr Xi is also projecting what for China is unprecedented

military power abroad. This year he opened the country’s first
foreign military base, in Djibouti. He has sent the Chinese
navy on manoeuvres ever farther afield, including in July on
NATO’s doorstep in the Baltic Sea alongside Russia’s fleet. Chi-
na says it would never invade other countries to impose its
will (apart from Taiwan, which it does not consider a country).
Its base-buildingefforts are to support peacekeeping, anti-pira-
cy and humanitarian missions, it says. As for the artificial is-
lands with military-grade runways it is building in the South
China Sea, these are purely defensive. 

Unlike Vladimir Putin, Russia’s president, Mr Xi is not a glo-
bal troublemaker who seeks to subvert democracy and desta-
bilise the West. Still, he is too tolerant of troublemaking by his
nuke-brandishing ally, North Korea (see Schumpeter). And
some ofChina’s military behaviour alarms its neighbours, not
only in South-East Asia but also in India and Japan. 

At home, Mr Xi’s instincts are at least as illiberal as those of
his Russian counterpart. He believes that even a little political
permissiveness could prove not only his own undoing, but
that of his regime. The fate of the Soviet Union haunts him,
and that insecurity has consequences. He mistrusts not only
the enemies his purges have created but also China’s fast-
growing, smartphone-wielding middle class, and the shoots
of civil society that were sprouting when he took over. He
seems determined to tighten control over Chinese society, not
least by enhancing the state’s powers of surveillance, and to
keep the commanding heights of the economy firmly under
the party’s thumb. All this will make China less rich than it
should be, and a more stifling place to live. Human-rights
abuses have grown worse under Mr Xi, with barely a murmur
ofcomplaint from other world leaders.

Liberals once mourned the “ten lost years” of reform under
Mr Xi’s predecessor, Hu Jintao. Those ten years have become
15, and may exceed 20. Some optimists argue that we have not
yet seen the real MrXi—that the congresswill help him consoli-
date his power, and after that he will begin social and eco-
nomic reforms in earnest, building on his relative success in
curbing corruption. If he is a closet pluralist, however, he dis-
guises it well. And alarmingly for those who believe that all
leaders have a sell-by date, Mr Xi is thought to be reluctant to
step down in 2022, when precedent suggests he should. 

Reasons to be fearful
Mr Xi may think that concentrating more or less unchecked
power over 1.4bn Chinese in the hands of one man is, to bor-
row one of his favourite terms, the “new normal” of Chinese
politics. But it is not normal; it is dangerous. No one should
have that much power. One-man rule is ultimately a recipe for
instability in China, as it has been in the past—think of Mao
and his Cultural Revolution. It is also a recipe for arbitrary be-
haviour abroad, which is especially worrying at a time when
Mr Trump’s America is pulling back and creating a power vac-
uum. The world does not want an isolationist United States or
a dictatorship in China. Alas, it may get both. 7

The world’s most powerful man

Xi Jinping nowhas more clout than Donald Trump. The world should be wary

Leaders



12 Leaders The Economist October 14th 2017

1

ONLY six months ago Ther-
esa May seemed all-pow-

erful. Yet the snap election that
was supposed to deliver a land-
slide for the Conservatives in-
stead took away their majority,
and with it every shred of the
prime minister’s authority. The

minority government is paralysed: it lacks the numbers to get
anything meaningful through Parliament; the cabinet is un-
able to agree on anything, or to disguise the fact; and the party
is terrified of ousting its feeble leader, lest the subsequent civil
war let in the newly rampant Labour Party.

Zombie governments like Mrs May’s can stagger on for a
long time. John Majorspentmostofhis sixyears in office in the
1990s fighting assassination attempts by his own backbench-
ers, yet the ship of state chugged on. The difference today is
that Britain is steaming towards the Niagara Falls of Brexit. If
MrsMaydoesnot take charge, Britain will plunge over without
a deal in March 2019. She should start by replacing her mutin-
ous, incompetent cabinet with a new crew.

Take backcontrol
Time is terrifyingly short. The substance of the Brexit talks will
be concluded about a year from now. Next week European
leaders will decide whether enough progress has been made
on Britain’s exit bill and the Irish border to move on to discuss
trade and transition arrangements, as Britain wants. It is in
everyone’s interests to do so: a rule of negotiations is that con-
sidering everything in the same bundle maximises the scope
for deals. Instead, France and Germany seem minded to make
Britain wait. As well as reducing the chances of a mutually
good outcome, this increases the risk of the talks breaking
down altogether. European negotiators are correct to think

that the airy talkin London ofwalkingawaywith “no deal” isa
bluff. What they do not realise is that Britain’s chaotic political
conditions mean that it could happen anyway (see page 48).

That chaos has been encouraged by Boris Johnson, who
published his own 4,000-word Brexit manifesto in a news-
paper days before a big speech last month by the prime minis-
ter, and drew up “red lines” in an interview afterwards which
flatly contradicted the government’s position. The foreign sec-
retary’sdisloyalty ishardlyoffsetbyhis skills asa diplomat. He
is ridiculed abroad and disliked in the Foreign Office. Until re-
cently he gave the impression ofwanting to be sacked, the bet-
ter to mounta leadership bid. Butnoweven Brexiteer ToryMPs
have tired ofhim. Mrs May should cut him loose.

She should not stop there. The cabinet is stuffed with has-
beens and never-weres, who achieved little even when the
government had a majority. Chris Grayling, Andrea Leadsom
and Priti Patel are among those ripe for relegation to the back-
benches. Purging ministers who voted for Brexit would pro-
voke calls to even things up by sacking some Remainers. A
campaign isbeingwaged to unseatPhilip Hammond, the com-
petent chancellor, who favours a softer Brexit. A better idea
would be to promote a new generation of Tory MPs, many of
whom happen to be enthusiastic Brexiteers. The likes of Rishi
Sunak, Kwasi Kwarteng and Nusrat Ghani would bring talent
to the cabinet, and diversity—not least in terms of age, the big-
gest divide in British politics.

Reshuffling her ministers will not solve all Mrs May’s pro-
blems. The Tories will still be irreparably split on the most im-
portant issue facing Britain. But promoting some new faces
with new ideas and a dash ofcompetence would give the gov-
ernment a better shot at dealing with it. It would also prepare
the ground for Mrs May’s eventual handover to a new leader.
The next generation ofMPs offers an embarrassment ofriches.
Too many of the current cabinet are just an embarrassment. 7

British politics

Clear out the cabinet

Apurge would reanimate Theresa May’s weakand stable government

CONSPIRACY theorists who
support President Donald

Trump fulminate against the so-
called “deep state” that is trying
to thwart him. The federal bu-
reaucracy of Washington, they
believe, is the main source of re-
sistance. But this claim exagger-

ates the influence of bureaucrats and fails to do justice to Mr
Trump’s achievements. The president may not have repealed
Obamacare or passed tax reform, but he has overseen, as he
promised, a historic slowdown in rule-writingbyfederal agen-
cies. Since Mr Trump’s inauguration, the flow ofnew rules has

slowed by about 60% (see page 55). 
Is this an achievement to be proud of? The number of rules

is a crude gauge of the burden of red tape. But it belies a much
deeper shift in regulatory philosophy. The Trump administra-
tion claims that it will no longer use regulations as a substitute
for legislation; that the effects of new rules will be more rigor-
ously assessed; and that the burden on business will be re-
duced. Two of these goals are sensible. One is dangerous.

Startwith executive overreach. When Congressblocked Ba-
rackObama’s proposed laws, he wrote rules instead. The most
significant example is the Clean Power Plan (CPP), which
aimed to reduce carbon emissions. Mr Obama’s Environmen-
tal Protection Agency (EPA) penned the plan on dubious legal 

Deregulation in America

A cost-benefit analysis
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Donald Trump’s regulatorypolicy is a strange mixofthoughtful and dangerous
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WHEN Haider al-Abadi,
Iraq’s prime minister,

launched the battle a year ago to
retake Mosul from the jihadists
of Islamic State (IS, or Daesh in
Arabic), he declared: “God will-
ing we will meet in Mosul...all
religions united. And together

we shall defeat Daesh and rebuild this dear city.” 
The first part ofhis promise, the defeat of IS, is almost done.

Mosul was liberated in July by an alliance ofShias, Sunnis and
Kurds, supported by America, Iran and otherpowers. The fight
to eject IS from Raqqa, its Syrian capital, is drawing to a close.

Rebuild or rearm
But the second part of Mr Abadi’s promise, the reconstruction
of Mosul, has been woefully neglected. The fate of Iraq’s sec-
ond city matters—not just to its people, but as a symbol of the
reintegration of Iraq’s Sunni Arab minority. Unless Sunnis feel
they have a stake in the country, another incarnation of IS will
surely emerge from the ruins ofSunni cities. 

The reconquest of Mosul has been a long and brutal busi-
ness. Life has swiftly resumed in the newer, eastern half of the

city. But the western half, especially the old city, is a dangerous
and toxic heap of rubble. Americans who see it are reminded
of the Allied bombing of Dresden. Others recall the sack of
Nineveh, the ancient Assyrian capital that once stood on mod-
ern Mosul’s outskirts.

Mr Abadi, a Shia Arab, pays lip service to reconstruction
and reconciliation with Sunnis. He has promoted some Sunni
generals. But he is showing little haste in making the western
partofthe cityhabitable once more (see page 42). PartsofFallu-
jah, another big Sunni town that was damaged when it was re-
captured from jihadists in June 2016, are still in ruins.

Granted, the Iraqi army is still fighting to clear IS from its last
enclaves. Of late, it has advanced on the town of Hawija and
the pockets of land the jihadists still control along the border
with Syria. America’s generals have turned their attention to
the fight for Raqqa. Its diplomats are consumed by efforts to
avert anothercivil war in Iraq, this time between Shias and the
Kurds, who voted last month in favour of independence in a
referendum that was opposed by Mr Abadi. 

The outside world is not showing much concern about Mo-
sul. Adate has yet to be fixed foran international conference in
Kuwait on reconstruction. Officials say the government does
not have the money to rebuild the city. But the real issue is not

Iraq and Islamic State

Squandering the peace

Having been flattened, Mosul has not been rebuilt. It could revolt once again

authority. This week, Scott Pruitt, Mr Trump’s climate-change-
denying EPA chief, started the long process ofunwinding it.

This newspaper laments Republicans’ shameful denial of
scientific facts, and despairs at the unwillingness of Congress
to act to address climate change. Yet the argument that Mr
Obama stretched the boundaries of his legal authority has
merit. Neither the CPP norMrObama’s otherflagship environ-
mental rule, which concerns the regulation of waterways, has
ever come into effect, because each was stayed by the courts.
Either or both could yet be struckdown completely. 

Mr Trump, who wants to change Senate rules to force
through his agenda, is an unlikely guardian of America’s con-
stitution. The true test of whether he is committed to limiting
executive rule-making will come when Congress refuses to
comply with his agenda on, say, trade policy. After all, Mr
Obama came to office determined to pare back the powers of
the presidency, but then changed course when Congress frus-
trated him. And the early signs are not good. Having failed to
repeal Obamacare, Mr Trump promised this weekto “[use] the
power of the pen” to implement health reform.

The second supposed advance is towards more rigorous
analysis of the effects of regulations. The Obama administra-
tion tended to take too rosy a view of the benefits of govern-
ment intervention. For example, it tried to boost wages by
greatly expanding the number ofworkers eligible for overtime
pay. This defies economic logic; it is a bit like raising the mini-
mum wage, but only on Fridays. 

Under Mr Trump, such folly is less likely. That is partly be-
cause there is less regulation happening to begin with. It is also
because the office in the White House responsible for vetting
agencies’ analyses, whose career staff are more cautious than

other bureaucrats, has gained influence. That is welcome. The
Treasury’s proposals regarding Dodd-Frank, Mr Obama’s flag-
ship financial reform, have been encouragingly thoughtful.

It is the third part of Mr Trump’s regulatory agenda that is
worrying. The administration is measuring its success by how
much it can reduce regulatory costs to firms, while seeming to
ignore the benefits to consumersand citizens thatmight be lost
along the way. Republicans’ use of Congress’s right of review
to repeal 14 rules issued late in Mr Obama’s presidency was
not based on a careful consideration of costs and benefits, so
much as on an insistence that the rules were too burdensome
for businesses. That attitude could wreak havoc with environ-
mental regulation, which imposes the biggest costs but also
brings the biggest rewards. Even diehard libertarians should
worry when the administration weakens rules governing the
leaching of coal ash into groundwater, or permits the use of
pesticides that may impair children’s brain development.

Rules forregulators
Maximisingbenefits to society is too lofty a goal for regulators.
Yet the goal must not simply be to please firms, either. Instead,
regulators should identify and correct obvious market failures,
and promote competition.

With that in mind, we propose a litmus test for Mr Trump’s
regulatory overhaul: his approach to antitrust policy. This is
one area in which regulators have been too lax, allowing
many firms to gain market power. If Mr Trump beefs up anti-
trust enforcement, ignoring the complaints of bosses, it will
signal that his administration is implementing a considered
regulatory philosophy. If, however, he weakens it, it will be a
sign that his real goal is to govern in the name ofbusiness. 7
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YOU don’t get to be the
world’s longest-serving

prime minister by leaving your
future up to voters. Instead Hun
Sen, who has led Cambodia
since 1985, relies on curtailing
their options. His government is
petitioning the courts to dis-

solve the Cambodia National Rescue Party (CNRP), the only
opposition group that threatens his grip (see page 34). As it is,
the leaderof the CNRP, Kem Sokha, is in jail, on charges of trea-
son. His predecessor, Sam Rainsy, has fled the country, as have
about halfof the party’s 55 MPs.

The head of the only other party bar Mr Hun Sen’s Cam-
bodian People’s Party (CPP) to win control of any local coun-
cils in commune elections this summer is also behind bars.
The evisceration of the opposition ensures that the CPP will
romp home in next year’s parliamentary election. The prime
minister recently said that he planned to remain in charge for
another ten years.

It is not just politicians who are in Mr Hun Sen’s sights. His
government has passed laws making it impossible for labour
unions and other pressure groups to criticise it without risking
closure. It has shut down an independent newspaper and sev-
eral radio stations. Foreign NGOs have been expelled from the
country. The army has threatened political protesters with vio-
lence, and has vowed to stand by the CPP “for ever”. 

This is not the outcome the UN had in mind 25 years ago,
when it undertook an ambitious mission to rescue Cambodia
from decades ofviolence and misery. MrHun Sen was already
prime minister then, but was locked in an inconclusive civil
war with monarchist militias and their allies, the remnants of
the bloodthirsty Khmer Rouge regime, which the CPP had
overthrown in 1979. All these groups agreed to allow the UN to
deploy a huge peacekeeping force, hold an election and help
establish a new, democratic government.

It was the first time the UN had ever taken over the adminis-
tration ofa whole country. It was supposed to be a demonstra-

tion of the great things that the organisation could achieve in
the new, post-cold-war world. Sadly, it now looks like a cau-
tionary tale.

Although Mr Hun Sen professed to accept the UN’s agenda,
in practice he worked to frustrate it. He threatened to reignite
the civil war unless he was allowed to stay on as “second
prime minister”, even though he lost the election that the UN
oversaw. He later launched a coup against the “first prime min-
ister”. Although he has continued to hold regular elections, ev-
ery time an opposition party looks strong enough to challenge
him, he finds a way to hobble it, not least by telling voters that
the choice is him or war. 

All this is a terrible waste—most obviously of money. The
UN’s 20-month administration in 1992-93 cost $1.6bn (equiva-
lent to $2.5bn today and enough to give every Cambodian 66%
of the average income per person at the time). Western donors
have since spent billions more to help strengthen Cambodia’s
democracy. Mr Hun Sen has left them little to show for it.

Can-bodia
It is also a missed opportunity. Unlike Afghanistan, say, where
international efforts at nation-building have foundered in part
because the country is racked by insurgency, Cambodia is at
peace. It also has few ethnic or sectarian rifts to polarise na-
tional politics. And Cambodia, although poor, has booming
garment and tourism industries, which have helped the econ-
omy to grow rapidly in recent years. A functioning democracy
does not seem like a pipe dream.

Western governments have found it harder to get Mr Hun
Sen’s attention since he struck up a close friendship with Chi-
na, which is now both the biggest donor to Cambodia and its
biggest source of investment. But Western aid is still important
to the government, as are the Western firms that buy much of
the output of Cambodia’s garment factories and the Western
tourists who visit its temples. Mr Hun Sen would be vulner-
able, in other words, to a vigorous international campaign to
induce him to restore democracy—he just does not expect one.
That may be the most depressing development ofall. 7

Cambodia

The man who foiled the UN

The prime ministerhas consistentlyundermined a 25-yearpush fordemocracy

the means—this year Iraq’s government will raise some $70bn
in revenue, most ofit from oil sales—but the will. Mr Abadi and
other politicians, preparing for a general election in April,
prefer to direct any money towards their clients and constitu-
ents. Moreover, some Shias seem to think that the ruins ofMo-
sul should stand as a reminder to Sunnis, and a warning to
Kurds, of the costs of revolt. 

Certainly many Sunnis see a deliberate Shia plot to destroy
them. Iraq’s Shia rulers thus risk repeating the misrule of Sad-
dam Hussein, the late Sunni dictator: his suppression and dis-
placement of Iraq’s Kurds fuelled their desire for indepen-
dence, and his repression ofShias helped fan sectarian hatred.
The marginalisation of Sunnis by Shia governments pushed
them into the arms of IS—a process encouraged by the jihadists
themselves. 

MrAbadi mustfind effective governors forSunni areas, pro-

vide them with funds for reconstruction and give them more
autonomy in running their affairs, not least in policing. As the
war winds down, he should start demobilising Shia militias
and absorbingsome into Iraqi units. Gulfstates, having started
to talk to Mr Abadi, should provide aid and help Iraq integrate
into the region, thereby encouraging non-sectarian policies.

Aconcerted effort to rebuild Mosul, an ancient multi-ethnic
city, should be a common project to help bind Iraq’swounds. It
would signal to Kurds that they have more to gain by staying
within Iraq than in breaking away—particularly if they got a
share of the contracts. Ultimately IS feeds on Arab Sunnis’
sense ofdispossession, not just in Iraq but also in Syria, where
mostly Sunni cities have been devastated in the civil war. Suc-
cess in Mosul, and a political settlement that gives Sunnis their
proper place, is vital to winning the peace in Iraq, and may set
an example to help end the war in Syria. 7
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The Catalan conundrum

It is the Spanish constitution,
and not the government,
which prevents a referendum
on self-determination in
Catalonia (“The Catalan
question”, September 23rd).
Artur Mas, Catalonia’s presi-
dent between 2010 and 2016,
whom I had the honour to
serve as a consultant, inherited
a financial mess from the
previous Socialist-led govern-
ments. Enticed by radicals and
unwilling to practise austerity,
he decided to pursue the “right
to decide” and a first illegal
referendum was held in 2014. 

Since 2012, the Spanish
government has adopted
austerity and structural re-
forms, which have resulted in
booming exports and in 2017
will deliver GDP growth above
3%. It has allocated €66.5bn
($79bn) to Catalonia out ofa
total of€217bn for all regions.
Today, Carles Puigdemont’s
coalition government in Cata-
lonia with the Republican Left
(ERC) receives parliamentary
support from former commu-
nists and anarchists. Many
Catalans have suffered profes-
sional retaliation for opposing
independence. Is it surprising
that 30,000 companies have
left since 2008? Catalonia
needs to focus on its role as a
big engine in the fourth-largest
economy in the euro zone.
PROFESSOR ALEXANDRE MUNS
RUBIOL
OBS Business School 
Washington, DC

As a Spaniard, it is intriguing
how the international press
views the institutional crisis
we are living through. A
minority ofsecessionists lie
behind this challenge to Span-
ish democracy. They belong to
a nationalist faction that
claims historical rights and
think themselves different
from the rest ofSpain. They
promise a richer region with
no foreigners (ie, Spanish)
stealing their public finances.
Similar calls are made by the
National Front in France and
the Brexiteers in Britain, yet
Catalonian nationalism is
portrayed as harmless and
even righteous by the
international media. 

Nationalism, however
benign it might appear, is the
direct opposite of the values of
the EU; it is the enemy of liber-
al democracy and it has
bloomed across Europe since
the economic crisis. Now is not
the time to lower our guard.
JAVIER MARTÍN
Madrid

For centuries, Spanish
institutions have regarded
multilingualism as a threat to a
uniform state. Spanish
remains Spain’s only official
language. The main Spanish
parties blockCatalan from
becoming an official language
of the EU. Catalan speakers are
forced to speakSpanish when
a judge does not understand
their language at a trial. Civil
servants in Catalan-speaking
areas do not have to engage
with the language of the pop-
ulation they purportedly
serve, yet Catalan civil ser-
vants must know Spanish.
Catalan speakers do not have a
right to address institutions
outside Catalonia in their own
language.

Other countries, such as
Belgium, Canada, Finland and
Switzerland, respect linguistic
rights. Why not Spain?
ÒSCAR ESCUDER I DE LA TORRE
President
Plataforma per la Llengua
Barcelona

Checks and balances

I read your briefing on the
possibility ofcalling a
convention for proposing
constitutional amendments in
America (“Conventional
follies”, September 30th). A
“convention for proposing
amendments”, as prescribed
by the constitution, is neither a
“constitutional convention”,
nor is it dangerous. It is a
limited-purpose, temporary
assembly with no govern-
mental authority. It is subject
to law and judicial review. The
amendment procedure,
including the convention for
proposing amendments, is in
Article Vof the constitution. A
long line of legal cases, from
1798 into the 21st century, has
fixed the legal principles
governing Article V. In general,
those principles derived from

historical practice governing
legislatures and conventions.

The assertion that “there is
absolutely no force that can
override what the convention
does” is nonsense on stilts. The
interpretation you cited of
Coleman v Miller in1939 has
been rejected repeatedly by
state and federal courts.

In addition to judicial
review, a convention is subject
to further constraint. As a
convention of the states, its
delegations are subject to state
legislative instruction and
recall. If the convention makes
an unauthorised proposal,
Congress can refuse to select a
“mode ofratification” for it.

Your characterisation of the
1787 constitutional convention
was also partly inaccurate. It
was not bound by the Articles
ofConfederation, because it
was called by Virginia and
held under the states’ reserved
powers. By contrast, a conven-
tion for proposing amend-
ments would be held, as James
Madison observed, “pursuant
to the forms of the constitu-
tion” and therefore subject to
constitutional constraints.

Peddling imaginary fears to
persuade Americans to ignore
a crucial checkon power is like
telling the president not to veto
an obnoxious bill because his
pen might explode.
ROBERT NATELSON
Director
Article V Information Centre
Denver

Cancersurvival rates

“Closing in on cancer” (Sep-
tember16th) followed the
reasoning that increased sur-
vival rates mean better cures.
You did not take the lead-time
bias into account. This occurs
when a disease is diagnosed
early or by screening before it
becomes apparent. Early diag-
nosis and screening mean that
the patient lives longer with
the disease and the survival
rate increases, independently
ofany potential treatment. 

In the case ofprostate
cancer, more screening and
earlier diagnosis take place in
America than in Britain and
explain much of the different
survival rates. Cancer mortal-
ity is a better measure for

improved treatment because it
indicates how many people
die from a given cancer.
DR MARTIN SCHNEIDER
Geneva

Weaponised reasoning

Polls may well show that most
Americans favour universal
background checks on gun
purchases (“Deathly silence”,
October 7th). But the mass
shooter in Las Vegas passed
background checks and had no
history ofmental illness. Ex-
actly what sort of law would
have prevented this massacre
besides an outright ban on
guns? The underlying cultural
obsession with firearms in
America is a big problem that
doesn’t adapt to change easily.
Telling Americans to buy fewer
guns is like telling Germans to
drink less beer. Good luck. 
OLIVER REIF
Seattle

He was, an American guy

I don’t know, but I’ve been told
that there’s no easy way to
decide who should feature in
the obituary. While the back
page is given over to Hugh
Hefner in the October 7th
edition, the subtle tribute
across the subheadings in the
rest of the issue left me workin’
on a mystery, goin’ wherever it
leads. Tom Petty may have
gone into the great wide open,
but your shout-out offered fans
one more time to kill the pain.
JIM DI LIBERTO
New York 7
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“THE Road to Rejuvenation”, a perma-
nent exhibition at the National Mu-

seum of China in Beijing’s Tiananmen
Square, tells the story of China’s “century
of humiliation”. Beginning with the Opi-
um wars, it recounts the rise of the Com-
munist Party and the establishment of the
People’s Republic in 1949. The display ends
with cases of mobile phones and space
paraphernalia, the fruits ofone-party rule. 

In November 2012 Xi Jinping visited the
exhibition. He had just become China’s
fifth leader since Mao Zedong and this was
his first public appearance as party boss. At
the time, he was seen as an economic re-
former. But his speech at the museum was
not about the economy. It contained the
first statement of a theme that was to be-
come his slogan. Surrounded by the other
members of the country’s highest-ranking
political body, the Politburo Standing
Committee, Mr Xi talked about “the great-
est Chinese dream [being] the revival of
the Chinese nation”. A ballad, “Chinese
Dream”, soon topped the charts. Posters of
a chubby ceramic figurine in a red robe,
who apparently embodies the dream,
were plastered all over the country. 

ThisSeptember, on the eve ofone ofthe
most important events of his leadership,
Mr Xi did it all again. At another exhibition
of communist achievements, again sur-

rounded by his Politburo acolytes, he reit-
erated that the party’s job was to pursue
the “dream of national rejuvenation”. The
message matters. It showswhere hispriori-
ties lie—notwith the economy, butwith the
power of the Communist Party and Chi-
na’s standing in the world. 

Five years after that first visit, Mr Xi
faces a form of stocktaking. On October
18th he will open the Communist Party’s
congress, an event that takes place every
five years and is the most important in the
country’s political calendar. Around 2,300
delegates will descend on the Great Hall of
the People, opposite the National Muse-
um, to revise the party’s constitution and
appoint a new Central Committee, the
205-strong elite that will govern the coun-
try for the next five years.

Normally, party bosses serve for ten
years, so Mr Xi is at the halfway mark. Ifhe
follows recent precedent, he will appoint a
successor at the congress (though there is
no guarantee that he will do so). It is a good
moment to ask: what has he tried to do and
how successful has he been? And, regard-
less of success or failure, is he doing the
right things?

Mr Xi sees himself as China’s third
transformational president, alongside
Mao Zedongand DengXiaoping. Mao held
the country together and established the

communist state. Deng set China on the
road to riches and (in the official view)
saved the party from the lure of democra-
cy. Mr Xi’s aim is to give China back its
rightful place at the centre of its world and
to save the partyagain, this time from itself. 

He Yiting, vice-president of the Central
Party School, the institution in charge of
trainingseniorofficials, recently wrote that
the modern history of China can be divid-
ed into three periods: Mao’s; reform and
opening up (ie, Deng’s); and the period
since 2012 (ie, Mr Xi’s). A bookpublished in
July called “Xi Jinping’s Thoughts” (a col-
lection of essays) says in its introduction
that “China needs heroes who can usher in
a new generation of thinking and achieve-
ment, heroes such as Mao Zedong, Deng
Xiaoping and Xi Jinping.” Mr Xi presents
himselfas their true heir.

In command
His personal powers reflect his exalted
sense of mission. He is president, head of
the party and in July was referred to by
state media as “supreme commander”, a ti-
tle last conferred on Deng. He bestrides the
bureaucracy like a colossus, having swept
away and replaced almost all the party
leaders and local governors in China’s 31
provinces, as well as much of the top brass
of the People’s Liberation Army (PLA).
More members of the Central Committee
are due to retire at the congress than usual
so he now has a chance to put even more
allies into top jobs. The congress is also
likely to accord him a sort of ideological
dominance by referring to his writings
about communism by name in the party’s
constitution—something denied to his two
predecessors. Doing this would make Mr 

Life and soul of the party

BEIJING

China’s leaderhas been good for the Communist Partybut not forhis country

Briefing Xi Jinping after five years
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2 Xi China’s ideological arbiter.
His predecessors, Hu Jintao and Jiang

Zemin, were appointed mainly to continue
Deng’s economic reforms. Mr Xi was ap-
pointed to save the party. The notion that
the Communist Party might need saving
will sound peculiar. Although China expe-
riences tens of thousands of anti-govern-
ment demonstrations each year, these are
local affrays which are mostly reactions to
greedy local governments. The party faces
no national threat and seems to have
bounced back from the traumatic events
around Tiananmen Square in 1989.

Yet that is not how Mr Xi saw matters in
2012. To him, and to the elite who chose
him as China’s leader, the party faced an
existential threat. Mr Xi was later to com-
plain that “among party members…even
senior cadres, there are those whose con-
viction isn’t strong enough and who are
not loyal to the party.” Members were cor-
rupt. They did not pay their party dues—2%
of salary for those earning more than
10,000 yuan ($1,520) a month. They no lon-
ger believed in communism. Some even
talked about moving to a more democratic
system ofgovernment. 

Up the wrong path
To Mr Xi, this was a road to ruin. “Ifmorale
is low, organisation loose, discipline and
ethics unchecked,” he wrote, “[then] in the
end we will not only fail but…the tragedy
ofthe EmperorChu [who was murdered in
202BC] might occur again.”

It is not ancient history that frightens
Mr Xi, however. It is the disintegration of
the Soviet Union. For him, everything be-
gins and ends with the party (“east, west,
north or south, the party leads every-
thing,” he wrote). If it collapses, so will the
country. Chinese leaders attribute the So-
viet implosion to a failure of self-confi-
dence by Russian communists and are de-
termined thatnothing like that should ever
occur in China. Mr Xi has spoken of the
Russians “not being man enough” to stand
up for their party. From the start, he set out
to be man enough. 

He is well prepared to shore up the
party’s beliefs. He was head of the Central

Party School between 2008 and 2013. He
was also head of the leading small group
on “party building” (leading small groups
are influential committees that co-ordinate
the workofpartyand government). He has
spent more time on the internal workings
of the institution than anyone since Deng.

The best known of his campaigns is
aimed at corruption. Since 2012 the main
anti-graft body, the Central Commission
on Discipline Inspection (CCDI), has be-
gun disciplinary actions against1.4m party
members. But it is only part ofa broader ef-
fort to instil discipline. At a meeting just be-
fore the congress, the Politburo reported
that “for the party, strict self-governance in
every sense will never end.”

Discipline requires self-control. Mr Xi
has instituted what he calls “democratic
life meetings” for members to reflect on
their behaviour and learn to set an exam-
ple. It means attending ideology classes.
Party leaders have always run ideological
campaigns but Mr Xi has been unusually
enthusiastic about them. In 2016 he even
started an online campaign encouraging
members to write out the party constitu-
tion by hand, like naughty schoolchildren.
Mr Xi is putting the communist back into
communist China.

Discipline requires loyalty. As an article
in Qiushi, the party’smain theoretical jour-
nal, put it earlier this year: “there is no
99.9% loyalty. It is 100% pure and absolute
loyalty and nothing less.” Institutions that
fail to reach the required levels of grovel-
ling feel the consequences. Mr Xi has
emasculated the Communist Youth
League, once an influential group and the
road to power for his prime minister, Li Ke-
qiang, and his predecessor as China’s
leader, Mr Hu. Calling it out of touch, bu-
reaucratic and arrogant, he demoted its
chief, jailed one of the top officials and dis-
mantled the league’s school.

The party has to be knocked into shape,
in Mr Xi’s view, because he wants to dou-
ble down on its control. Party members in
companies—including joint ventures with
foreigners—have started to claim the right
to approve investment decisions. Academ-
ics, once permitted a limited freedom of in-

quiry, now find it impossible to conduct re-
search into sensitive subjects, such as the
Cultural Revolution. State-owned newspa-
pers have been told bluntly that their job is
to serve the party. It always was, of course,
but previous governments had also en-
couraged them to report unwelcome facts.
Mr Xi has also cracked down on anything
that might remotely challenge the party’s
monopoly of power, arresting human-
rights lawyers by the score and passing a
new law to make life harder for charities. 

On manoeuvres
He has increased the party’s influence over
the PLA by expanding the role of the Cen-
tral Military Commission, the body
through which the party controls the army.
In 2015 the commission took on many jobs
previously done at military headquarters,
such as supervising logistics. This year, its
general office was upgraded, its director
promoted and instructions from the office
given the status ofmilitary regulations.

Above all, Mr Xi has shifted the balance
of power between party and government.
He has sidelined his prime minister, Mr Li,
who is head of government. Prime minis-
ters used to be in charge of the economy
but the main institution for economic
policymakingnow seems to be the leading
small group on deepening reform, which
Mr Xi chairs. Wang Qishan, the head of the
CCDI, said earlier this year that “there is no
such thing as the separation between the
party and the government.” Compare that
with a speech made by Deng in 1980: “It is
time for us to distinguish between the re-
sponsibilities of the party and those of the
government,” the former leader said, “and
to stop substituting the former for the lat-
ter.” In hisattempt to bolster the party’s for-
tunes, Mr Xi has turned the clock back al-
most 40 years.

From his point of view, the campaign
has been a success. When Mr Xi took over,
the party resembled a company whose
employees did not show up, did not be-
lieve in the business model and were fid-
dling their expenses on an epic scale. Now,
people are paying their dues. There is no
longer any public debate about “the Singa-

A tightening grip

Sources: Thomson Reuters; The Economist
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2 pore model” or anything that implies a fu-
ture for China without the party.

Mr Xi’s personal authority has been en-
hanced, so far without serious public op-
position. This is one of the dangers of his
programme. So much depends on him per-
sonally that there is a risk everything will
collapse when he goes. Or that he will be
tempted to stay on and on. As one liberal
commentator says, Mr Xi has offended too
many people to walk away quietly. For
good or ill, he has begun to make the party
a more effective instrument ofcontrol.

But as he knows, that is only a start. Ev-
ery leader since Mao has wrestled with
questions about the Communist Party’s le-
gitimacy, and Mr Xi is no exception. For
years, economic growth provided the
party’s “mandateofheaven”. Butgrowth is
slowing, inequality is rising, and middle-
class concerns about housing, education
and health care cannot be allayed by la-
dling on an extra point ofGDP.

He has a dream
The dream of a rejuvenated China, again
dominating “everything under heaven”,
might be popular. And if Mr Xi can make
the country respected abroad, that might
translate into respect for the party at home.
Hence his second concern—China in the
world—reinforces his first.

As his visit to the museum showed, the
dream of rejuvenation predated the elec-
tion of Donald Trump. But Mr Trump’s
America-first nationalism has given Mr Xi
a chance to claim global leadership. In Jan-
uary 2017 he told the World Economic Fo-
rum in the Swiss resort of Davos that Chi-
na should “guide economic globalisation”.
A month later he added that it should
“guide international society [towards] a
more just and rational new world order.”

Vast sums back up the slogans. Mr Xi’s
“Belt and Road Initiative”, his most ambi-
tious foreign policy, involves spending
hundred of billions of dollars on infra-
structure in 60-odd countries in Asia and
Europe. If it works, it could make Eurasian
trade, centred on China, a rival to trans-
atlantic trade, focused on America.

Mr Xi has been more assertive in press-
ing China’s claims in the South China Sea.
Last year, a UN tribunal rejected those
claims. China promptly persuaded the
Philippines, which had brought the case, to
disavow its legal victory in return for lav-
ish investment. Mr Xi’s reform of the PLA
has made the armed forces more outward-
looking. They used to be organised mainly
for defence and control of the domestic
population. Mr Xi has built up the navy,
created new “theatre commands” to pro-
ject force abroad and has opened China’s
first overseas military base in Djibouti.

And he has greatly expanded China’s
influence-buying activities abroad. China
has long supported instruments of soft
power such as the Confucius Institutes,

which teach foreigners about the Chinese
language and culture. Now, the party is
also putting money into media operations
in the West and trying to use overseas Chi-
nese people as agents of state policy. In
short, Mr Xi has disavowed Deng’s advice
that, in foreign affairs, China should “keep
a low profile and never claim leadership.” 

It is impossible to say whether he has
sprinkled the stardust of legitimacy upon
his party, as he wants. An opinion poll in
2016 by the Pew Research Centre in Ameri-
ca found that only 60% ofChinese thought
their involvement in the global economy a
good thing. On the other hand, this year’s
cinematic smash hit is a “patriotic” film
called “Wolf Warriors 2”, showing a Chi-
nese soldier killing bad guys round the
world. So perhaps bossing foreigners
around might prove popular.

At any rate, if Mr Xi’s efforts have had
mixedresults, that isnotbecause theyhave
failed. As with his party reforms, he can
congratulate himself on a job well started.
China’s vast bureaucracy has lumbered
into action behind the belt and road pro-
ject. China is buttressing its claims in the
South China Sea with new facts on the
ground or, rather, in the ocean, in the form
of military construction on artificial is-
lands. The country is now widely regarded
as a leader in global climate talks.

Perhaps the only serious setback to Mr
Xi’s claim to leadership has come in North-
East Asia. His unwillingness to rein in Kim
Jong Un’s pursuit of nuclear weapons is
keeping America more involved in Asia
than it might otherwise be, and increasing
the chances that Japan and South Korea
might one day deploy nuclear defences of
their own. That would hardly be in any-
one’s interest, especially China’s.

MrXi, in short, can lookbackwith some
satisfaction on the twin goals he set him-
self. But there remains a more profound

question, whether they are the right aims
for his country. During the next decade, a
number of slow-burning problems will
start to blaze. Water shortages, historically
one ofChina’s most severe challenges, will
become acute. More poisoned air will be
pumped out and more poisoned soil un-
covered. The first generation born under
the one-child policy are reachingmarriage-
able age, bringing with it the excess ofboys
over girls that was exacerbated by popula-
tion control. The vast debts built up by Chi-
na’s local governments and state-owned
enterprises will also have to be handled. 

Outside the party
What these disparate matters have in com-
mon is that many of the best solutions
come from outside the party. Environmen-
tal groupscould putpublicpressure on pol-
luters. A freer press could shine a light on
all sorts of abuses, from corruption to
fraud. More competition among firms, as
well as harder budget constraints, would
reduce the excess debt of state-owned en-
terprises and local governments. 

But Mr Xi is going in the opposite direc-
tion. He is limiting the press, closing down
civil-society groups and squeezing the
space for public discussion. To do him jus-
tice, he is not doing this because he is turn-
ing his back on China’s problems. But he is
determined that only the party may be al-
lowed to address them. And if it fails, then
the problems will not be addressed.

In 1980 Deng Xiaoping gave a speech to
the Politburo in which he called for a clear-
er separation between party and state,
gave warning against concentrating too
much authority in one person (it is “liable
to give rise to arbitrary rule”, he said) and
argued in favour of a predictable, orderly
succession. Mr Xi is rejecting all of Deng’s
good advice. He himself might benefit. But
China might not. 7

Mr Xi’s place in history
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“LIBERALISM is white supremacy!”
shouted the students, as their hap-

less speaker—Claire Gastañaga of the
American Civil Liberties Union (ACLU)—
looked on. The protesters at the College of
William and Mary, the alma mater of
Thomas Jefferson, went further still. “The
revolution will not uphold the constitu-
tion” they chanted on September 27th.
“Nazis don’t deserve free speech”. The
ACLU’s decision to defend the free-speech
rights of white nationalists in Charlottes-
ville, Virginia prompted the students’ ire.
Because of it, Ms Gastañaga was unable to
speak, and the event, called “Students and
the First Amendment”, was cancelled. 

Given their well-publicised antics, it is
easy to see why college students can be
tarred as blinkered devotees of political
correctness run amok. Students at Oberlin,
a liberal-arts college in Ohio, revolted over
insufficiently authentic Asian cuisine,
equating it to “cultural appropriation”.
After the campus newspaper at Wesleyan
University published an article critical of
BlackLivesMatter, students tried to defund
the paper for failing to create a “safe space”.
Elsewhere, students have launched cam-
paigns against invited speakers, setting
their targets on the likes of Joe Biden, Con-
doleezza Rice and Christine Lagarde. To-
gether, this gives the alarming impression
that a whole generation has rejected free
speech. That impression is wrong.

ing, according to recent survey published
by the Brookings Institution immediately
after the violence in Charlottesville.

Though outnumbered, this vocal mi-
nority can have a chilling effect on what
everyone else thinks they can say. At Yale,
42% of students (and 71% of conservatives)
say they feel uncomfortable giving their
opinions on politics, race, religion and gen-
der. Self-censorship becomes more com-
mon as students progress through univer-
sity: 61% of freshmen feel comfortable
gabbing about their views, but the same is
true of just 56% of sophomores, 49% of ju-
niors and 30% ofseniors. 

University administrators, whose job it
is to promote harmony and diversity on
campus, often find the easiest way to do so
is to placate the intolerant fifth. The two
groups form an odd alliance. Contentious
campus politics have been a constant fea-
ture of American life for more than 50
years. But during the Free Speech Move-
ment in the 1960s, students at Berkeley
demonstrated to win the right to deter-
mine who could say what from adminis-
trators. Now the opposite is true. Student
activists are demanding that administra-
tors interfere with teaching, asking for
mandatory ethnic-studies classes, the hir-
ing of non-white or gay faculty and the
ability to lodge complaints against profes-
sors for biased conduct in the classroom.
This hands more power to administrators.

College administratorsatpublicuniver-
sities are subject to the full demands of
America’s capacious First Amendment,
which allows, among other things, hate
speech and flag burning. Federal courts
have struck down every speech code en-
acted at a public university, and the Su-
preme Court has declared academic free-
dom a “transcendent value” of “special
concern to the First Amendment”. Private 

Illiberal impulsescan be found in many
corners of society. But young Americans
who have attended college are in fact more
accommodating of controversial speakers,
like avowed racists, than the general popu-
lation is (see chart on next page). Nor has
tolerance of extreme views among stu-
dents changed much in recent years ac-
cording to the General Social Survey,
which has been asking questions about at-
titudes to free speech for decades. Press re-
ports, which understandably focuses on
campus discord more than harmony, can
create a misleadingly gloomy impression.
While Charles Murray, a political scientist
made radioactive by his writing on racial
differences in intelligence, got into a viol-
ent scrape when speaking at Middlebury
College, he emerged unscathed from re-
cent talks at Harvard and Columbia.

The problem on campus, which never-
theless isa real one, isdifferent. A surveyof
3,000 college students by Gallup for the
Knight Foundation and the Newseum In-
stitute finds that 78% favour campuses
where offensive and biased speech is per-
mitted. Aseparate study found that even at
Yale, a hotbed of student protest, 72% op-
pose codes that circumscribe speech, com-
pared with 16% in favour. Truly illiberal ten-
dencies are limited to about 20% of college
students. This is the fraction that thinks it is
acceptable to use violence to prevent a
“very controversial speaker” from speak-

Speech on campus

The intolerant fifth
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2 universities are legally much freer to regu-
late the speech of their students and affili-
ates. Many find themselves in an uncom-
fortable bind. University presidents want
racially diverse classes of students, all of
whom feel welcome. Trustees and donors,
sensitive to the critique ofcampuses as un-
thinkingly liberal, want intellectual diver-
sity. Professors want to be left alone.

As principles go, free speech can also be
expensive. Security at Berkeley for Ben
Shapiro, a conservative speaker, cost the
university $600,000. Expenses to secure
“Free Speech Week” at Berkeley, which
was due to feature a rogues’ gallery of alt-
right speakers, were expected to run to
$1m. The university “hoped for the best but
had to plan for the worst”, says JanetNapo-
litano, the president of the University of
California system (the event was cancelled
due to the incompetence ofthe organisers).
People like Milo Yiannopoulos, who seek
out campus speaking gigs less out of a
burning desire to say anything meaningful
than in the hope of provoking a violent re-
action, have worked out a formula for nee-
dling administrators. Mr Yiannopoulos
has taken to asking student groups at Har-
vard for an invite, according to Conor Hea-
ly, head of the Open Campus Initiative.
Some of those currently standing up for
free speech are trying to drain university
resources while gaining personal notori-
ety. Berkeley is puzzling over how to cap
such spending, without penalising speak-
ers with a particular set ofviews. 

Many other colleges are trying to pre-
empt the protests. Howard Gillman, the
chancellor of the University of California,
Irvine, gives students an annual pep talk
on free speech. Students often come to uni-
versity with “no frame of reference” on
free speech and the importance of aca-
demic freedom, he says. The University of
Chicago issued a firm statement, since
adopted by other institutions which states
that its role is not “to attempt to shield indi-

viduals from ideas and opinions they find
unwelcome, disagreeable, or even deeply
offensive”. A letter sent to the incoming
class went further: “we do not support so-
called ‘trigger warnings’, we do not cancel
invitedspeakersbecause their topicsmight
prove controversial, and we do not con-
done the creation of intellectual ‘safe

spaces.’” There have been comparatively
fewer clashes between activists and ad-
ministrators at the university. 

In fact, the share of schools with “se-
verely restrictive” speech codes has de-
clined for nine consecutive years, accord-
ing to the Foundation for Individual Rights
in Education, a pressure group. It is now a
shade under 40%. The so-called Chicago
principles have been adopted or endorsed
by 31 other colleges and universities, in-
cluding Princeton and Johns Hopkins. Pur-
due, a university in Indiana that was the
first public institution to sign on to the Chi-
cago principles, has taken a particularly
vigorous approach to teaching students
about free speech under the presidency of
Mitch Daniels. Cultural-sensitivity train-
ings have been a mainstay of orientations
at universities across the country, but Pur-
due now includes sessions promoting the
value of free expression. “If these other
schools choose to embarrass themselves
by forcingconformity of thought, allowing
diverse opinions to be shouted down or
disinvited, that’s their problem,” says Pur-
due’s Mr Daniels. “However, if they’re rais-
ing up a generation of graduates with an
upside-down version ofour constitutional
rights, that’s everybody’s problem.” 7

Source: General
Social Survey
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Campus activists

Psyche protection

MORE than150 years ago, John Stuart
Mill put forward a sensible proposi-

tion. “The only purpose for which power
can be rightfully exercised over any
member ofa civilised community,
against his will, is to prevent harm to
others,” he wrote in On Liberty. First
Amendment law has hewed closely to
Mill’s harm principle, permitting all sorts
ofdisreptuable speech and behaviour
that do not pose an imminent physical
threat. Campus protesters, by contrast,
argue that some speech causes psycho-
logical harm, and is therefore covered by
Mill’s dictum. Do those claims withstand
academic scrutiny?

Take “micro-aggressions”—a partic-
ular concern ofactivists. Somewhat
nebulously defined, they can be thought
ofas inadvertent slights, like a professor
asking a non-white student, “Where are
you really from?” The cumulative effect
of these slights is said to be psycholog-
ically damaging, so activists argue for
sensitivity training for students and
faculty—and possible sanctions for un-
repentant micro-aggressors. “In the mo-
ment, you may not be able to register
what is happening. But it continues to
slowly chip away at you, up to the point

that you no longer feel comfortable in
your skin,” says Jenny Chukwu, a recent
graduate of the University ofChicago
who is writing a bookon the subject.

The claim that micro-aggressions
result in mental trauma is supported by
“minimal” research, writes Scott Lilien-
feld, a psychologist at Emory University.
There are other gaps in the theory. And
since micro-aggressions are in the eye of
the beholder, they are close to impossible
to measure in a way that would permit a
rigorous evaluation.

Also beloved ofcampus activists are
trigger warnings, when instructors pre-
face potentially upsetting texts, such as a
novel with a rape scene, with a note of
caution. Here too, rigorous evidence on
the mental-health effects is far from
established. “Perhaps the most astonish-
ing aspect of the trigger-warning dis-
cussion is how little actual empirical
workhas been done,” says Ben Bellet, a
graduate student at Harvard leading a
first-of-its-kind study assessing their
impact. Other psychologists offer a com-
peting hypothesis: by treating students as
fragile, trigger warnings may harm those
they are intended to protect. Some might
find that suggestion upsetting.

Putting micro-aggressions underthe microscope
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STORIES about Harvey Weinstein, the
mogul who brought best-picture win-

ners “Shakespeare in Love” and “The
King’s Speech” to the screen, had been
whispered around Hollywood for years.
Famous actresses warned others about his
behaviour. Powerful men—stars, studio
bosses, talent agents—had heard that he
mistreated women. So had some journal-
ists. Yet Mr Weinstein reigned among them
as a king of independent film, able to make
and break the careers ofyoung women.

Until now. On October 5th the New
York Times detailed allegations of sexual
harassmentbyMrWeinstein overdecades,
including eight settlements with women.
On October10th the New Yorker published
an account of multiple allegations of rape
and other sexual misconduct by Mr Wein-
stein. Many of the allegations involved Mr
Weinstein scheming to be alone in a hotel
room with a young actress while he was
dressed only in a bathrobe. Gwyneth Pal-
trow and Angelina Jolie also went public
with accusations of improper advances by
Mr Weinstein. Jeffrey Katzenberg, former
studio chief at Disney, which once owned
Mr Weinstein’s studio, wrote to him say-
ing, “You have done terrible things.”

Mr Weinstein has denied allegations of
sexual assault against him while apologis-
ing for other behaviour “in the past”. On
October 8th the board of the Weinstein
Company, which includes his brother Bob,
fired him, and has since formally ex-
pressed shock at the allegations. Film and
television projects that the Weinstein
Company has in production with studios

and streaming companies are at risk. Mr
Weinstein’s career isoverand hiscompany
seems in danger ofcollapse.

But for Hollywood the scandal raises a
deeper question about its culture. Many
had heard at least vaguely that Mr Wein-
stein had behaved inappropriately with
women. For decades there was no reckon-
ing. Powerful men of Hollywood say they
had no idea just how appalling the accusa-
tions were, that allegations of rape make
his case an extreme outlier. But the fact that
many ignored the whispers, and contin-
ued to work with Mr Weinstein, suggests a
continued tolerance for abuses of power
by men in Hollywood. “The next shoe
that’s going to drop are all these people
who protected him for all these years and
had stories squashed,” says a top Holly-
wood executive. “That’s going to touch a
lot of famous people.”

The recriminations have begun, and
more stories about mistreatment of wom-
en will surface. On October 10th, after the
actor Ben Affleck said he was “angry”
about Mr Weinstein’s behaviour, Rose
McGowan, an actress, tweeted that he had
longknown about it. Anotheractress, Hila-
rie Burton, then tweeted that Mr Affleck
groped her on a television show in 2003.
Mr Affleck tweeted an apology to Ms Bur-
ton, admitting he “acted inappropriately”.

Journalists are also facing questions for
not having got the story years earlier. That
they did now is a confluence ofseveral fac-
tors. Accusations of sexual misconduct by
the comedian Bill Cosby, Roger Ailes and
Bill O’Reilly of Fox News, and Donald
Trump, have intensified such scrutiny, and
made it easier for accusers to speakup.

There were also more documented alle-
gations. The New York Times described an
internal Weinstein Company memo, ad-
dressed to executives in 2015, that alleged
harassment by Mr Weinstein and de-
scribed a “toxic environment for women”.
The author of the New Yorker article, Ro-
nan Farrow, obtained an audio tape, re-
corded by New York police in an investiga-
tion, on which Mr Weinstein appears to
admit to having molested a young model.

Mr Weinstein survived those episodes,
with help. After the police investigation
into Mr Weinstein became public in 2015,
tabloids published stories portraying the
accuser as an opportunist. Cyrus Vance ju-
nior, the Manhattan district attorney, did
not press charges, citing insufficient evi-
dence. At the Weinstein Company, where
the stories described a culture of complic-
ity, the memo changed nothing. 

There is another reason the story may
have surfaced now. Mr Weinstein’s power
was on the wane. Still, he was fighting to
the end. Mr Farrow says Mr Weinstein
threatened to sue. He also intimated that
NBC News, where he works as a contribu-
tor, did not want to pursue the story (NBC
denies this). Until recently too few did. 7

Hollywood

Wein stain

NEW YORK

Will sickening accusations against a
studio boss change Hollywood?

ONE ofthe murals depicting the history
of Paducah on a wall built to keep out

the river shows a captain in his pilot-
house, looking over a 15-barge tow with
24,000 tonnes of cargo. At the turn of the
last century this small city in Kentucky, at
the confluence of the Ohio and Tennessee,
became a hub of the inland-waterways
system and the home ofbarge and tugboat
companies, dry docks and repair shops. Its
Centre for Maritime Education still trains
river mariners all over the country.

Another mural shows Lock and Dam
52, about 17 miles downstream from Padu-
cah on the Ohio river, which is now an em-
blem of America’s crumbling river infra-
structure. Lock and Dam 52 and 53 are the
busiest spots on the inland river-system, a
bottleneck through which 135m tonnes of
grain, coal, steel, iron, cement and other
cargo move every year. Built in 1928 and
1929 by the Army Corps of Engineers,
which maintains waterways, they should
have been replaced in 1988, as locks have
an expected lifespan of about 50 years. In
1988 Congress approved a budget of$775m
to replace them within ten years. Almost
30 years later the Olmsted Locks and Dam,
which will replace 52 and 53, is still under
construction, in part because the Corps, to
save money, experimented with building
in the wet rather than making the dam in

Inland waterways
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1

2 sections on dry land first. Costs have bal-
looned to more than $3bn; the project is
forecast to be operational by 2024.

“Locks 52 and 53 are a huge headache
for the shipping community,” says Mike
Toohey of the Waterways Council, an ad-
vocacy group. On October 9th Lock 52 was
closed for the second time since the start of
September, leaving 475 vessels stranded in
the grain-harvest season (60% of grain ex-
ports move by water). Each unscheduled
closure of locks costs tens of thousands of
dollars as deliveries of goods are delayed
and barge captains and other staff are paid
for idling on the banks of the Ohio. The to-
tal cost of delays at the two locks is an esti-
mated $640m every year.

The stoppagesare also hurting the repu-
tation of inland waterways as the best way
to move bulky things around. Roughly
600m tonnes of cargo, or 14% of domestic
freight, travels on rivers each year. A single
barge has the same dry-cargo capacity as16
railway goods wagons or 70 lorries, and
the liquid-cargo capacity of 46 goods wag-
ons or144 lorries. A15-barge tow ofdry car-
go, as on the mural, is equivalent to 216
goods wagons with six locomotives or
1,050 lorries. Barges emit fewer green-
houses gases, use less fuel and cause far
fewer deaths and injuries than lorries or
trains. They also tend to be farther from
population centres, so that any spills or ac-
cidents are likely to cause less damage.

Over the past ten years closures of the
239 locks on America’s rivers have in-
creased sevenfold. The infrastructure re-
port card of the American Society of Civil
Engineers gave inland waterways a lowly
D this year, since half of all vessels had ex-
perienced delays across the inland-water-

ways system. A closure of the Mississippi
costs $300m a day, says Colin Wellenkamp
of the Mississippi River Cities and Town
Initiative, a non-profit organisation. He
thinks most locks need an overhaul and
some are close to complete failure.

Advocatesofriver transporthope itwill
not take the shutdown of a critical lock for
months to focus minds on the investments
needed to modernise waterways. Presi-
dent Donald Trump is including locks and
dams in his grand plan to invest $1trn in in-
frastructure. In early June, standing on the
banks of the muddy Ohio river with a coal

barge in the background, he noted the mas-
sive underfunding of repairs of the water-
ways system and remarked that “we sim-
plycannot tolerate a five-dayshutdown on
a major thoroughfare for American coal,
American oil and American steel,” as hap-
pened in December on the Ohio near Pitts-
burgh. He has not revealed details of his
proposal, which will probably rely mostly
on cash from public-private partnerships,
but at least he seems aware of the problem.
“It is the first time we had such presidential
attention since FDR,” says the Waterways
Council’s Mr Toohey, hopefully. 7

IN JUNE a search-and-rescue team in Col-
orado used a drone to spot lost hikers in a

pine forest, shaving hours off the time it
would have taken to find the hikers using
dogs, and thousands of dollars off the cost
ofdoing so with a helicopter. In August po-
lice officers in Maine used a drone to snap
81photos of the aftermath ofa collision be-
tween a pickup truck and a blueberry lor-
ry. The process took 14 minutes, instead of
the hours officers said would usually have
been required. Last month, police officers
in Illinois used a drone to fly a mobile
phone into the hands ofa disgruntled man
who shot at them when they tried to evict

him from a foreclosed home. After hours
of negotiations via the drone-delivered
phone, they coaxed him into surrendering. 

Despite such stories, many people are
sceptical about the merits of law-enforce-
ment drones. On September 28th Los An-
geles’s Sherriff Civilian Oversight Com-
mission, a body created a year ago by Los
Angeles County officials to increase the ac-
countability of its Sheriff’s Department,
asked the department permanently to
ground its drone, because ofworries about
privacy and safety. Such concerns have a
basis in recenthistory. In 2012 the LosAnge-
les County Sheriff’s Department (LASD)
secretly tested an aerial surveillance pro-
gramme over Compton, a deprived neigh-
bourhood in Los Angeles—though with a
small aeroplane, not a drone.

Anxiety about drones is not confined to
southern California: Seattle cancelled its
drone programme in 2013 after residents
and privacy activists protested, fearful of
mass surveillance. A survey conducted in
January by Rasmussen Reports, a polling
group, found that 39% of American adults
opposed the use of police drones com-
pared with 36% who favour them.

Such tensions are set to intensify as an
increasing number of law-enforcement
agencies, fire departmentsand emergency-
response teams start to use drones. A re-
cent report by the Centre for the Study of
the Drone at Bard College shows that at
least 347 such departments acquired
drones between 2009 and 2017. More
drones were bought in 2016 than in all pre-
vious years combined, says Dan Gettinger,
the study’s author. The buying spree
shows no sign ofslowing.

Growing recognition of how useful
such machines can be is one reason for the
rapid increase; another cause is the prolif-

Drones

Buzzed by the fuzz

LOS ANGELES

The increasing use ofdrones by the police and otherfirst-response departments
presents a choice between safety and privacy

At least 23 people have died and hundreds are missing after wildfires devastated large
swathes of northern California. The blazes began on October 8th in the lush
wine-growing region outside San Francisco. Arid conditions and high winds, reaching
speeds of 79mph, caused them to spread quickly. As The Economist went to press they
were far from being contained and had already scorched an area four times the size of
Washington, DC, making this among the worst wildfire outbreaks in the state’s history.

California’s wildfires
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2 eration of affordable, easily operated con-
sumerdrones. The first police departments
to adopt drones, in the mid-2000s, leaned
towards buying expensive commercial
drones that were produced specifically
with law-enforcement and military appli-
cations in mind. But today many police,
fire and emergency-response departments
are opting for drones that are intended for
use by photographers and hobbyists. Of
the 315 departments for which the Bard
College centre has drone-type data, 252
have at least one drone manufactured by
DJI, a Chinese firm which is the world’s
largest dronemaker. Its popular Phantom
drones start at $499. Older models can be
purchased even more cheaply on third-
party websites.

The loosening of regulations by the
Federal Aviation Administration (FAA) has
resulted in more drone use by first re-
sponders. Before August 2016, all non-hob-
byist drone operators had to hold licences
to fly manned aeroplanes, too. Now there
is a separate licensing process for operators
of remote-controlled vehicles. Like private
drone operators, police, fire and emergen-
cy-response departments are still bound
by other FAA rules. They must register all
theirdronesand are banned from conduct-
ing night-time operations (unless they
have a special waiver) or missions where
the operator loses sight ofthe drone that he
or she is controlling.

On top of these federal rules, states are
also putting limits on how drones can be
used by law-enforcement agencies. Ac-
cordingto the National Conference of State
Legislatures, a bipartisan research group, 18
states require such agencies to seek search
warrants before using drones for surveil-
lance purposes. 

Workers and drones
Some concern about government agen-
cies’ use of drones is justified. But overly
broad restrictions on their use could stop
them from doing useful things such as
monitoring crowds at concerts or mara-
thons, which are public anyway. In a paper
published in the George Washington Law
Review in 2016, Gregory McNeal ofPepper-
dine University argued that, “legislation
that requires warrants for drones treats the
information from a drone differently from
information gathered from a manned air-
craft, by a police officer in a patrol car, or
even an officer on foot patrol.” 

Under the Fourth Amendment, he con-
tinued, police are not required to ignore
wrongdoing until they have a warrant.
“Why impose such a requirement on the
collection of information by drones?” In-
stead, legislators might consider extending
property owners’ rights to a certain alti-
tude above their homes (Mr McNeal sug-
gests 200 feet, or about 60 metres) and re-
quiring that data collected by drones must
be deleted after a certain period. 7

ODD as it may seem, when Bob Corker,
the Republican chairman of the Sen-

ate Foreign Relations Committee, said that
he worries that Donald Trump approaches
his job like a “reality show” and may set
America on “the path to World War III”, he
was not voicing the fear that causes Repub-
lican senators to lose most sleep. True,
thoughtful Republicans really do worry
that the president seems not to care if the
world places more weight on his words
than he does. Figuresclose to MrTrump de-
scribe a man more interested in being seen
to win, than in picking fights wisely. But
most cling to the same hope that MrCorker
has now voiced in public: namely, that
such “good guys” as the defence secretary,
James Mattis, the White House chief of
staff, John Kelly, and the secretary of state,
Rex Tillerson, will be “able to talk [Mr
Trump] down” ifhe “gets spun up”.

In the short term leading Republicans
fear something less apocalyptic but more
plausible: that Mr Trump is so thin-
skinned, vindictive and bored by detail,
and his party so divided, that Republicans
may pass no substantial laws between
now and the mid-term elections of No-
vember2018. Two particularambitions un-
ite the squabbling factions of the Republi-
can Party: fulfilling a long-standing
promise to repeal and replace the Obama-
care health law, and passing a comprehen-
sive taxreform. In private, grandees put the
chances of a full Obamacare repeal and re-
placement in the near future at close to

zero. The chances of passing tax reform
tend to be put at between 50-50 and zero.
When asked point-blankwhat major legis-
lative achievements are possible by No-
vember 2018, a surprising number wince
and reply: maybe none. If that is the case,
Republican bigwigs do not rule out losing
the House of Representatives in a mid-
term wave (the Senate map in 2018 so fa-
vours Republicans that few can imagine
control falling to Democrats).

House Republicans tend to be more
bullish about their chances. In part that re-
flects electoral mathematics. Most House
members come from such conservative
seats that theycannotwin re-election—and
certainly cannot survive the primary elec-
tion that will choose the Republican candi-
date for their seat—without strong backing
from diehard Trump voters. There are also
more alternative-fact-loving blowhards in
the House. In contrast, to win statewide
racesmanyRepublican senatorsneed both
Trump loyalists and some Trump sceptics.

The real import of the Corker-Trump
spat, carried out via duelling interviews
and tweets, is larger than a loss of trust be-
tween an important committee chairman
and his president, though that breach will
itself have consequences. From the chair
of the Foreign Relations Committee Mr
Corker will have sway over what happens
next with Iran, and the possible reimposi-
tion of American sanctions on that coun-
try. Mr Corker, a deficit-loathing fiscal
hawk, also sits on the Budget Commit-
tee—a point that the Senate majority
leader, Mitch McConnell, made this week,
in an implicit warning to Mr Trump that
calling Mr Corker a fool and mocking his
height might not help pass tax reform. Mr
Corker is an unusually liberated man.
After two terms representing Tennessee,
he is not standing for re-election in 2018.

The larger lesson is thatRepublicans, es-
pecially in the Senate, see a non-trivial
chance that Mr Trump’s will be a failed
presidency. Trump loyalists will scoff that
Washington swamp-dwellers are merely
thrashing about as their habitat is drained
by a populist hero. But Republican leaders
do not complain about Mr Trump making
them do things that they resent, in the
name ofthe people. Instead it is shockingly
normal to hear prominent Republicans
compare Mr Trump to a child with atten-
tion-deficit disorder, or describe a presi-
dent who telephones to talk policy but
seems not to understand bills being dis-
cussed, or wastes ten minutes on gossip.
They share tales of Mr Trump losing votes
because he bullies senators, or humiliates
them in front of their peers. Republicans
also know that, for all Mr Trump’s boasts
about bipartisan dealmaking, it is in
Democrats’ interests to see him fail. With
few exceptions, Senate Republicans dislike
MrTrump. They increasinglyworry that he
will drag them down. 7

Trump and the Senate

A Corker of a row

WASHINGTON, DC

Apublic spat exposes Republican fears
ofa failed Trump presidency
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FOR almost 80 years the Princeton Evangelical Fellowship has
aspired, in the words of its first president, to take a “definite

stand for Christ on the campus.” Yet in August the student body
dropped the word “evangelical” from its name. It had become
“misunderstood” by students, its current boss said. “There might
be certain assumptions that all evangelicals are Republicans”.

That would not be unreasonable, given that 81% of self-identi-
fied white evangelicals voted for Donald Trump and, amid the
shambles of his presidency, they remain his most devoted fans.
But it is easy to see why some Princetonians might find that hard
to stomach. Ever since the founding of Jerry Falwell’s Moral Ma-
jority in 1979, white evangelicals have justified their pre-eminent
role in American politics in part by standing for high moral char-
acter in public office. That is not a standard Mr Trump meets. Yet
there were also encouraging exceptions to this depressing capitu-
lation by white evangelicals, which could have impressive conse-
quences. Disgusted by Mr Trump, many younger Christians, in
particular, are rethinking the nexus between politics and faith.
This raises a glimpse of two much-needed renewals—of Ameri-
ca’s democracy and of its foremost religious tradition. 

To explore this, Lexington paid a visit to Wheaton College in
Illinois, which illustrates some of the strengths of that tradition.
One ofAmerica’s foremost Christian institutions, it was founded
by abolitionists in 1860 and doubled as a stop on the Under-
ground Railway. These days its leafy campus also houses a muse-
um dedicated to a famous alumnus, Billy Graham, “America’s
pastor”, in the admiring phrase of George H.W. Bush. And in the
political-science class to which Lexington was welcomed, the
students, 14 evangelical sophomores from across America,
seemed mindful of that dual legacy.

They were contemptuous of the acquiescence, or worse, of
their co-religionists to Mr Trump’s racial divisiveness. “Evangeli-
cal Christianity is supposed to be about love thy neighbour,” said
Tim, a uniformed soldier from Ohio. “It gave me a sense ofbetray-
al,” said Jessica, a Mexican-American from San Diego. “It was like
ourown community turned against my family.” Like MrGraham,
the students also worried that the church had become too politi-
cal and too partisan. “We’ve become over-identified with a politi-
cal party,” said Drew, from Pittsburgh. Only two of the students

had voted for Mr Trump (though most of their parents had). Nine
said they were now uneasy about being identified as evangelical.

Princeton and Wheaton are rarefied places. Yet polling data
suggest many young white evangelicals feel similarly, and also
why. It is not because they are better than theirparents at spotting
a phoney. Older evangelicals also know what Mr Trump is. (Last
year they flipped from being the voter group most likely to say
personal morality mattered in a president, to being the group
least likely to say that.) Yet they are burdened by deep anger and
racially tinged resentment at the secular turn America has taken,
and Mr Trump vowed to redress that. By comparison, their off-
spring are more relaxed. Having never experienced majority sta-
tus, they do not mourn the loss of it. White evangelicals now rep-
resent only around 17% of the population; those under the age of
30 represent a mere 8%. Inspired by writers such as Russell
Moore, a Southern Baptist leaderand scathingcritic of MrTrump,
manyyoungsterseven consider theirmoral minority status a sort
of spiritual liberation. “Throughout its history, Christianity has
always tended to get into a tangle with power,” quips James For-
syth, a 33-year-old pastor in McLean, Virginia.

While not obviously less prayerful than their parents, young
evangelicals, semi-freed from the culture wars, are also culturally
more in step with the rest of America. This is apparent in a wid-
ening generational split on gay rights. A big majority of older
white evangelists oppose gay marriage; almost half of younger
ones are for it. Among the students at Wheaton, ten said they
were comfortable with gay marriage and only one was not.

Thus liberated, young evangelicals are also embracing a far
more diverse, and heterodox, set of concerns than their “evil
elders”, as the Wheaton students, with no hint of irony, referred
to their parents’ generation. They are more concerned, at Whea-
ton and everywhere, about the environment, the plight of refu-
gees and immigrants, and criminal justice reform, which are
mostly preoccupations of the Democrats. This raises an intrigu-
ing question: are young white evangelicals about to turn left?

Don’t take liberties with the religious
It seems unlikely. Inheritors of a protestant tradition founded on
distrust of central authority, they are still conservative. Polling
also suggestsyoungevangelicalsare ashostile to abortion as their
elders. Another important conclusion from the election, more-
over, is that they will not consider a Democratic Party that does
not respect them. Where Barack Obama, in 2008 especially,
launched a serious and rather successful bid for white evangeli-
cal votes, Hillary Clinton’s strategists hardly bothered with them
in 2016; some framed the contest against Mr Trump as America’s
“first post-Christian election”. With white evangelical numbers
in decline, and the Democrats increasingly in hock to groups that
consider abortion less a necessary evil than a splendid right, that
high-handed attitude may endure. 

But thiswould be a mistake, mostobviouslybecause it maybe
some time before the Democrats’ demographic advantages deliv-
er the easy wins their activists seem to expect. Meanwhile they
will need every white vote they can get—and at least some young
evangelicals look persuadable. Moreover, the deep meaning of
the generational divide in Christian America is that the elector-
ate, mercifully, is more dynamic than the lumpen logic of tribal
politics suggests. To adapt to it, Republicans plainly need to heed
the cultural concernsoftoday. Yet the Democrats’ task, which is to
embrace pluralism as well as diversity, is no less pressing. 7

A more moral minority

Young white evangelicals offera rebuke to Donald Trump—and a glint ofa less divisive future 

Lexington
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TO OPPOSE the government of Justin
Trudeau has been no fun. Canada’s

prime minister has shrugged offcontrover-
sies that would have hurt a less charisma-
tic politician. Few Canadians seemed to
mind when he accepted a helicopter ride
from the Aga Khan to holiday on his priv-
ate island in the Bahamas; most yawned
when the government paid C$10.5m
($8.4m) to settle a lawsuit brought by a for-
mer inmate ofGuantánamo. Aftera flatter-
ing cover story on Mr Trudeau appeared in
Rolling Stone in July, Michelle Rempel, an
MP from the opposition Conservative
Party, vented her frustration: the press treat
him and his team as “Prince Charmings
who can do no wrong, all while flying
through a rainbow on a unicorn”.

But mistakes and mishaps are starting
to hurt Mr Trudeau’s Liberal government
as it nears the mid-point of its four-year
term on October19th. Among the goofs are
a cultural policy that enraged Quebec, the
French-speaking province, and a tax-re-
form proposal that riles doctors, farmers
and owners of small businesses. Other
problems are outside the Liberals’ control.
They include the renegotiation of the
North American Free-Trade Agreement (a
pact with Mexico and the United States
that Donald Trump keeps threatening to
rip up), and the cancellation of a planned
oil pipeline, which angered the western

the government is painting them as tax
cheats. Embarrassingly, Mr Trudeau and
Bill Morneau, the finance minister, have
used (legal) methods that are not targeted
by the reforms to reduce the tax they owe
on family wealth. The government thinks
two-thirds of Canadians support its pro-
posal and plans to introduce a modified
version of it. That is a mistake, says Paul
Boothe, a former finance-ministry official.
It would be better to present a more com-
prehensive plan that would include sim-
plifying business taxes. 

On the environment, Mr Trudeau has
failed to please green activists while alien-
ating voters in oil-producing provinces. Al-
bertans say new environmental rules for
pipelines are the reason TransCanada, an
Albertan firm, this month cancelled con-
struction ofthe proposed EnergyEast pipe-
line. They allege that Mr Trudeau is trying
to “beggar the west” just like his father
Pierre, a prime minister who in 1980 pro-
posed a plan to hold down oil prices.

In fact, Energy East was doomed by to-
day’s low oil price and by overcapacity.
One reason for it is that the government ap-
proved another project, an expansion of
the capacity of the Trans Mountain pipe-
line through British Columbia, which
alienated environmentalists. They are not
mollified by a plan to impose a national
carbon price. Parliament’s environment
commissioner chided the government this
month for implementing its climate-
change policies too slowly.

A much-touted plan to protect Canadi-
an culture from digital invaders, especially
American ones, pleased nobody. Present-
ed by the heritage minister, Mélanie Joly,
on September 28th, it turned out to be little
more than a deal with Netflix, which
agreed to spend C$100m a year to make 

province ofAlberta. 
Many Canadians think Mr Trudeau has

done too little to keep such promises as
protecting the environment and improv-
ing relations with indigenous groups. He
broke a campaign pledge to change the
first-past-the-post electoral system.

The opposition was leaderless until
May, when Andrew Scheer became head
of the Conservatives; Jagmeet Singh took
charge of the left-wing New Democrats
this month. Although the Liberals are still
ahead in the polls, with the support of 37%
of voters, compared with 33% for the Con-
servatives, the gap is narrowing. Mr Tru-
deau’s approval rating is still above 50%
buthasbeen trendingdownwards. The un-
icorn is flying into heavier weather.

Taxand offend
The issue putting the Liberals on the defen-
sive is tax. The government wants to close
loopholes that let rich people lower their
bills by paying tax as if they were small
businesses. Although the government be-
gan its tenure by raising taxes on high earn-
ers, its new idea has provoked a backlash.
“Conservatives wake up every day trying
to think of new ways to lower taxes,” Mr
Scheer thundered. Liberals just think of
“new ways to raise them”.

In town-hall meetings Liberal MPs are
being lambasted by constituents who say

Canada

Trudeau’s flying unicorn hits a storm
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Canada’s Liberal government is suffering from mid-term malaise
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2 Canadian programmes. Quebeckers had
wanted the government to impose a sales
tax on non-Canadian media firms. Some
English-speakers were disappointed that
the was no extra support for the CBC, the
state broadcaster, or subsidy for print pub-
lications. There is speculation that Ms Joly,
once a high flyer, may lose her job.

Anotherblackmarkisa malfunctioning
inquiry into why many indigenous wom-
en and girls were murdered or went miss-
ing in recent decades. This is part of MrTru-
deau’s promise to improve relations with
1.4m indigenous Canadians. The commis-
sion conducting the inquiry has lost much
of its staff; its head says the government
has not given it administrative support. In-
digenous people are angry. An effort at re-
conciliation is having the opposite effect.

What keeps Mr Trudeau astride the uni-
corn is the economy. It is expected to grow
by 3% this year, the fastest rate among the
rich G7 economies; in September the un-
employment rate was a non-disastrous
6.2%. A new child-care benefit provided a
fiscal boost; infrastructure spending could
provide another. Most forecasters expect
growth to slow in 2018 but to remain faster
than in other G7 countries. Unless, that is,
Mr Trump starts a trade war. That could
knockPrince Charming offhis mount. 7

BRAZILIAN election campaigns are cost-
ly affairs, featuring big rallies, glitzy

television commercials and lavish leaflet-
ing. Presidential candidates criss-cross a
country whose territory is bigger than that
of the 28 members of the European Union
combined. In 2014 candidates for the presi-
dency, governorships, congress and state
assemblies spent 5bn reais ($2bn). Unde-
clared donations, mostly from companies,
may have been twice that. 

Brazilians have learned through the
Lava Jato (Car Wash) investigations that
companies expected favours from politi-
cians in return. In 2015 the supreme court
declared corporate contributions uncon-
stitutional. This month Brazil’s discredited
lawmakers came up with a scheme to re-
place them. It is part of a broader rewriting
of political rules ahead of national elec-
tions due in October next year. The
changes are worthwhile, but do not finish
the job of reforming Brazil’s sleazy politics.

On October5th congressvoted to create
a “special campaign-finance fund”, which
will have 1.7bn reais to spend next year.

That comes on top of an existing “party
fund” to pay administrative costs, which
will have 1bn reais. Individuals may con-
tribute up to 10% of their income to candi-
dates. Candidates can spend millions of
reais of their own money.

Congress also passed a constitutional
amendment aimed at reducing the num-
ber ofpolitical parties in congress from the
current 26. A “barrier clause” will reserve
public financing and free television and ra-
dio time for parties that win at least 1.5% of
the national vote or have deputies elected
in at least nine states. The threshold will
rise to 3% by 2030. From 2020, the amend-
ment outlaws election alliances among
parties that do not share a programme.
Such alliancesenable smallerparties to en-
ter congress on the coattails of larger ones.

Legislatorshope thiswill strengthen big
parties and prompt small ones to merge. It
should discourage the formation of the
sprawling coalitions that wield power in
Brazil, lessening the need for pork and pa-
tronage to hold them together. 

At first, big parties will suffer most from
the loss of corporate donations, says Jairo
Nicolau, a political scientist at UFRJ, a uni-
versity in Rio de Janeiro. Smaller ones
could get more money. They lobbied suc-
cessfully to apply the vote threshold to fi-
nancing and free media, rather than mak-
ing it a hurdle for entering congress, and to
delay all the changes until after 2018. 

People who are already famous will
benefit at the expense of candidates who
need cash to promote themselves. Evan-
gelical parties, which have a loyal base of
supporters, could make gains, says Filipe
Gruppelli Carvalho of Eurasia Group, a
consultancy. In 2018 presidential candi-
dates with a large following on social me-
dia, such as Jair Bolsonaro, a right-wing
populist, could do well.

But the new measures hurt more than

they help small parties, and the pressure
will grow over time. The deputies of par-
ties that stand to lose access to money and
media time may jump to bigger parties as
soon as the month-long “party window”,
the political equivalent of football’s trans-
fer window, which starts on March 7th. Ro-
drigo Maia, the Speaker of the lower house
of congress, predicts that the number of
parties could eventually fall to six. Thiago
Vidal of Prospectiva, a consultancy, ex-
pects a less drastic drop, to13 by 2030.

Congress shied away from bolder mea-
sures, which might have made the legisla-
ture more representative and accountable
to voters. It rejected proposals to divide
statewide congressional districts into
smaller ones. This would create closer
links between congressmen and constitu-
ents. The senate has embarked on another
attempt.

Congress has also so far failed to correct
over-representation of small states in the
lower house. São Paulo, the most popu-
lous, has one congressman for every
644,000 citizens; Roraima, the least popu-
lous, has one for every 65,000. Three-quar-
ters of Brazilians say they have lost confi-
dence in their elected officials. To change
their minds, political reform will have to
go further. 7

Brazil

Elections on a
shoestring
BRASÍLIA

Congress starts to deal with the causes
ofpolitical sleaze

Congress is clean on the outside

EVERY morning at 8:30 Gricel Valdés-
Lombillo mounts a platform at the H.

Upmann cigar factory and starts the first of
her 30-minute shifts reading to an audi-
ence of 150 torcedores, or cigar roll-
ers. Throughout the day she will divert
them with snippets of news, horoscopes,
recipes and, most important, dramatic
readings ofliterature. In a career that began
in 1992 she has read “The Count of Monte
Cristo”, a longstanding favourite among
torcedores, three times. The popularity of
this tale of revenge is the origin of Cuba’s
Montecristo brand. Another 250 workers—
despalilladoras (leaf strippers), rezagadores
(wrapper selectors) and escojedores (colour
graders)—hear Ms Valdés-Lombillo’s read-
ings through the public-address system.

Lectores have been reading at cigar fac-
tories since 1865, when Nicolás Azcárate, a
leader of a movement for political reform,
proposed the practice as a way to educate
workers and relieve tedium. Perhaps influ-
enced by the texts they heard, cigar work-
ers helped win Cuba’s independence from
Spain and later founded trade unions. 

Reading to Cuban cigar workers

Havana lector

HAVANA

An old profession is still going strong
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ON OCTOBER 9th 1967 the Bolivian
army, with the CIA in attendance,

shot Ernesto “Che” Guevara in cold
blood, on the orders of Bolivia’s presi-
dent. Thus ended his short-lived attempt
to ignite a guerrilla war in the heart of the
Andes. Fifty years on, Bolivia’s current
president, Evo Morales, and several thou-
sand activists assembled there this week
to honour Guevara’s memory. 

In death Che, with his flowing hair
and beret, has become one of the world’s
favourite revolutionary icons. His fans
span the globe. Youthful rebels wear T-
shirts emblazoned with his image. Ire-
land this month issued a commemorative
stamp. But it is in Latin America where his
influence has been greatest, and where
his legacy—for the left in particular—has
been most damaging.

The ascetic, asthmatic Argentine doc-
tor first fought alongside Fidel Castro in
the mountains of Cuba’s Sierra Maestra.
After the Cuban revolution had imposed
communism on the island, Guevara left
to try to “liberate” first Congo and then
Bolivia. Those who idolise Che do so be-
cause they see him as an idealist who laid
down his life fora cause. An aura of Chris-
tian sacrifice surrounds him. 

That cause was “anti-imperialism”
and ending exploitation by replacing it
with “socialism” (ie, communism), Mr
Morales declared this week. In this, Gue-
vara was a man of the 1960s—he foment-
ed revolution as yanqui bombers were
napalming Vietnamese peasants and
when itwasstill possible formany people
to believe that only violence and commu-
nism could defeat expansionary Ameri-
can imperialism. 

For the Latin American left, that vision
has congealed into archaism. In Colom-
bia it contributed to the destructive insur-
gency of the FARC, which ended only last

year, and that of the ELN, an avowedly gue-
varist group, which declared a ceasefire
last month. Nicolás Maduro, Venezuela’s
president, justifies the crushing of opposi-
tion as an act of anti-imperialism. Mr Mo-
rales, who after11years in power shows no
sign ofbeing prepared to relinquish it, may
yet try to do the same.

So occluded is the lens of anti-imperial-
ism that much of the Latin American left
has failed to detect that American med-
dling in the region largely ended with the
cold war, and that most younger Latin
Americans see the United States as a
source of investment, opportunity and
technological progress (or at least did so
before the arrival of President Donald
Trump). But old dogmas die hard. “La Cor-
dillera”, a newly released Argentine film,
portrays an American diplomat offering a
massive bribe to a fictional Argentine pres-
ident (played by Ricardo Darín of the Osc-
ar-winning “The Secret in Their Eyes”). The
inducement is to vote against a regional oil
cartel proposed by a left-wing Brazilian
leader. The film seems oblivious to the fact
thatLatin America has just seen something
that is almost the reverse: companies close

to a left-wing president in Brazil shower-
ing money to get friendly candidates
elected in other countries and then pay-
ing bribes to win public contracts. 

In Guevara’s view, equality was to be
achieved by levelling down. As minister
of industries in Cuba, he wanted to expro-
priate everyfarm and shop. True, Cuba of-
fers its people reasonable health care and
education, and helps them through hurri-
canes, but those achievementshave come
at the cost of miserable wages, the denial
of opportunity and the brutal suppres-
sion of dissent. In Venezuela’s pastiche of
the Cuban revolution, installed by the late
Hugo Chávez, another Che fan, the
masses have been impoverished while
insiders have become fabulously and cor-
ruptly rich. 

Guevara’s mistake was to deny the
possibility of democracy, or the social
progress it could bring, in Latin America.
Most countries in the region are no longer
controlled by a narrow oligarchy, nor un-
der the yanqui thumb. Whatever their
mistakes and failings, reformist govern-
ments in countries like Chile, Brazil and
Colombia have shown that inequality,
while still high, can be reduced by good
policies. When Che first set foot in Cuba, it
was one of the most developed countries
in Latin America. Despite its investment
in health and education, freer countries
have now caught up and in some cases
surpassed it. 

By erecting anti-imperialism and
equality as supreme values, too many
leftists have been complicit in tyranny
and corruption. They have shamefully re-
fused to condemn Mr Maduro’s dictator-
ship in Venezuela. Not only does demo-
cracy offer the best hope of progress for
the masses, it also protects the left against
its own mistakes. It is long past time to
bury Che and find a better icon.

Time to bury Che Guevara for goodBello

The left needs a more democratic icon

Around 200 lectores are still at work in
Cuba and, despite television and the inter-
net, they show no signs of disappearing.
Cigars are one of the few export industries
that is thriving. While Cuba’s merchandise
exports fell by33% in 2016, worldwide sales
of cigars rose by 5% to $445m. UNESCO is
consideringwhether to designate la lectura
as a form of “intangible cultural heritage”,
which should help keep it going.

The workers themselves choose the lec-
tores. “This is the only job in Cuba that is
democratically decided,” says an employ-
ee. The audience is demanding. Torcedores
signal approval by tapping chavetas, oys-

ter-shaped knives, on their worktables;
slamming them on the floor shows dis-
pleasure. They vote on reading material:
Ms Valdés-Lombillo recently finished “A
Time to Die” byWilburSmith, a South Afri-
can novelist, and “Semana Santa en San
Francisco”, by Agustín García Marrero, a
Cuban. When the readings get steamy, tor-
cedores provide an accompaniment of sug-
gestive sound effects. They laugh when a
horoscope suggests that someone might
inherit a fortune. 

Like many lectores Ms Valdés-Lombillo
has moved beyond her official role to be-
come a counsellor, confidante and com-

munity leader. She has been an announcer
at factory baseball games and a eulogist at
funerals. If the cafeteria food is too salty or
the tobacco leaves become too damp to
roll, she will tell the managers. 

But lectores no longer act as spurs to dis-
sent. Granma, the Communist Party’s
newspaper, is part ofMs Valdés-Lombillo’s
daily literary fare. She describes the
thoughts and deeds of Raúl Castro, Cuba’s
president, and will do the same for his suc-
cessor. The opinions of exiles and dissi-
dents will not get a hearing. Unlike the ci-
gar workers and the lectores, the party
seldom turns over a new leaf. 7
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ALOT has changed since Jeon Tae-il
killed himself. In 1970, when the 22-

year-old South Korean set himself alight to
protest about poor working conditions, his
country received millions of dollars of for-
eign aid. Now it is the world’s 11th-biggest
economy. The statue that commemorates
him in the capital, Seoul, is dwarfed by sky-
scrapers. Passers-by play games on their
smartphones. Yet his memory is often in-
voked by activists and politicians who ar-
gue that ordinary workers do not get their
fair share ofthe national potofkimchi. “He
wasa greatman,” saysa market trader, hav-
ing a cigarette break next to the memorial.
“Things have improved a lot but our wages
are still poor.”

Moon Jae-in, the left-leaning president
who took office in May, was elected in part
on the promise of changing that. The cen-
trepiece ofhiseconomicpolicy isa bold ex-
periment in raising the minimum wage.
The first step is a 16.4% increase set for next
year, the biggest rise since 2000. The differ-
ence is that in 2000 the economy was
growing three times as fast as it is now.
Even more ambitious is the sequence of in-
creases planned for coming years, intend-
ed to produce a total rise of55% by 2020.

South Korea’s is far from the only gov-
ernment ratcheting up the minimum
wage, but the others that have opted for
such big increases have typically been
those of wealthy cities or regions in rich
countries, such as Seattle and Alberta. It is

tear up a bilateral free-trade pact, foreign
investors’ jitters over the nuclear stand-off
with North Korea and Chinese economic
retaliation in response to South Korea’s de-
ployment of an American missile-defence
system. There are also more lasting wor-
ries: high household debt, a rapidly ageing
population and stiffer competition from
China in a range of industries.

Nonetheless, poorer Koreans resent ris-
ing inequality. The chaebol—sprawling
family-run conglomerates such as Sam-
sung and Hyundai—dominate business, as
they have fordecades. Astudy by the Inter-
national Monetary Fund last year found
that the top 10% of South Koreans receive
45% of total income—a greater concentra-
tion than in other big economies in Asia.
The proportion has risen sharply over the
past two decades as the wages of the rich
have grown faster than those ofthe poor. A
spike in youth unemployment earlier this
year highlighted a mismatch between the
needs of business and an education sys-
tem that is geared towards producing stel-
lar test scores. Adjusted for inflation,
household incomes fell last year, some-
thing that in recent decades had happened
only in the wake offinancial crises. 

In his campaign Mr Moon pledged to
take on vested interests and rev up the
economy. Nearly six months into his presi-
dency, he has taken several symbolic steps
in that direction. He has appointed Kim
Sang-jo, known as the “chaebol sniper”, to
head the Fair Trade Commission, raising
expectations that he will try to reduce the
big conglomerates’ clout. His government
is nudging up taxes on companies and
high-earners. It has also increased spend-
ing, albeit modestly. But most striking ofall
in its immediate impact is the hefty in-
crease in the minimum wage, the heart of
what Mr Moon calls his “income-led
growth” strategy.

rare for an entire country to move so ag-
gressively, especially one that relies on ex-
ports. If South Korea follows through as in-
tended, its minimum wage will be roughly
70% of its median wage by 2020, well
above the level in all other big economies
(see chart).

On the face of things, the South Korean
economy is doing well. Growth has aver-
aged 3% annually over the past six years, a
decent outcome for a period when global
trade was sluggish. Income per person is
about two-thirds of America’s, up from a
third 25 years ago. The unemployment rate
is just 3.6%. South Korea spends more as a
share of GDP on research and develop-
ment than almost any other country.

But itmaynotbe the best time for such a
radical economic reform. There are imme-
diate concerns: Donald Trump’s threat to

South Korea

Promising the Moon

Seoul

The government bets that boosting the minimum wage by halfwill solve the
economy’s problems
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2 The bet is that the jump in wages will
feed through tostrongerconsumption,par-
ticularly as low-earners tend to spend
more of their pay than the rich do. In addi-
tion to propping up growth, stronger con-
sumption would make South Korea less re-
liant on exports and so less beholden to
the whims of China and America, Mr
Moon predicts. It should also help reduce
inequality.

Politically, the push for higher wages is
popular. All the main candidates in the
presidential election matched Mr Moon’s
pledge to increase the minimum wage to
10,000 won ($8.80) per hour. They differed
only about how quickly to do so. Two said
they would reach the goal by the end of
their five-year term; three, including Mr
Moon, said they would do it by 2020.

Whether the increase will actually
work as planned is, however, in doubt.
Nearly 14% of companies ignore the cur-
rentminimum, accordingto a government-
run employment agency; it reckons the
share could go up to 20% next year. The
vast majority of people on the minimum
wage workat smaller businesses, not chae-
bol. Nearly all respondents to a survey by
the Korean Federation of Micro Enterprise
said they would consider laying off work-
ers to cope with higher wage bills.

Park Kyung-ja, 59, who runs two conve-
nience stores with her son, says the rise
will hit them hard. They plan to close their
less profitable branch to cut costs and will
probablycut two ofsixpart-time staff, who
are paid the minimum wage. “What could
we sell here to make up that cost?” she
says, gesturing to the packs of chewing
gum and cigarettes.

Evidence from elsewhere suggests that
increases in the minimum wage generally
lead to only slight declines in employment
as well as to solid rises in income for those
on lower salaries. But at a certain point—
economists use 50% ofthe median wage as
a rule of thumb—employers will begin to
cut back on hiring. Misgivings are wide-
spread enough that the government has
promised to review the policy next year.

Anotherconcern is that the reform does
nothing to diminish the sharp split be-
tween permanent employees and those
on part-time or temporary contracts. Other
economies have similardivisions, but they
are particularly pronounced in South Ko-
rea, with permanent employees account-
ing for less than 50% of the workforce. As
Sung Taeyoon of Yonsei University puts it,
half of workers end up overpaid and over-
protected, and the other half underpaid
and insecure.

No remedy is straightforward. The gov-
ernment could make it easier for compa-
nies to fire permanent workers or expand
social spending to provide more of a back-
stop for those with temporary jobs. How-
ever, the former would anger Mr Moon’s
base and the latter would require a big in-

crease in taxation.
Raising the minimum wage, by con-

trast, is popular and cheap for the govern-
ment. But it risks exacerbating the divide in
the workforce and further discouraging
companies from creating permanent jobs.
An executive at a big company says that it
will lead to greater polarisation between
profitable conglomerates and struggling
small businesses—just the opposite of
what the government set out to do. Mr
Moon’s big experiment could soon turn
into a big liability. 7

THERE is a buzz in the air of India’s capi-
tal, and not just because Diwali, the

Hindu festival of lights, is barely a week
away. Along with a shopping rush and a
welcome dip in temperature, the season
augurs a surge in levels ofPM2.5, tiny parti-
cles of dust that lodge deep in the lungs
and cause such diseasesasasthma, pulmo-
nary fibrosis and cancer.

Recent mornings in the world’s most
polluted megacity have already seen mea-
sures of toxic dust exceed ten times the
World Health Organisation’s recommend-
ed maximum. They could spike far higher
during Diwali, when pyromaniac revellers
ignite lakhs and crores (ie, a lot) of spar-
klers and rockets. Last year’s choking fes-
tive smog hung for days, with the level of
PM2.5 pushing well beyond 30 times what
humans can safely breathe. Small wonder:
held at arm’s length, a popular firework
known as a “garland” generates more than
1,000 times more poisonous smoke than
the WHO maximum; the even stinkier

“snake tablet” is 2,560 times over the limit.
On October 9th India’s Supreme Court

banned the sale of fireworks in the capital.
Considering that one study reckons that
eight Delhi-wallahs die every day as a di-
rect result of pollution, and another that
they would live an average of nine years
longer if their city met the WHO’s stan-
dards for air quality, one might expect the
court order to be met with general relief.
But that would be to underestimate the ac-
rimonious polarisation of Indian society.

Fireworks vendors are certainly unhap-
py. Diwali should be a bonanza, but they
will now have to ship unsold stocks out of
the city, or pay police heftier-than-usual
bribes to sell them under the counter. Lib-
ertarians are also angry: Indian courts are
as notorious for overreaching as for under-
performing. The ban is on the sale but not
the use of fireworks, and so is useless for
protecting public health, the critics say.
Anyhow, they add, such things should be
decided by legislators, not judges.

The greatest rancour has come from
Hindu nationalists, whose orange-tinted
spectacles perceive every issue as the thin
end of the wedge of an Islamic conspiracy.
On social media, one widely shared trope
compared the court’s haste to condemn
Hindu traditions with an alleged reluc-
tance to denounce Muslim ones, such as
animal sacrifice. “Can I just ask on cracker
ban?” tweeted Chetan Bhagat, a popular
novelist, “Why only guts to do this for Hin-
du festivals?” Soon they’ll be banning Hin-
du cremations too, chimed the governor of
Tripura state, in eastern India.

Yet even as some assailed the court for
attacking an ancient tradition, others not-
ed that fireworks were introduced to India
from China merely a few centuries ago, a
millennium or two after Hindus started
celebrating Diwali with lamps and can-
dles. Much as others might abhor animal
sacrifice, came another riposte, it cannot
be called a menace to public health. “Even
your lungs follow a religion?” teased one
tweet in response to Mr Bhagat. 7

Celebrating Diwali

Smoke and errors

DELHI

The courts take the fun out ofa holiday

High spirits, clogged lungs
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THE Cambodia National Rescue Party
(CNRP) is nothing if not hardy. The

main opposition to the government of
Hun Sen, Cambodia’s strongman of 32
years, it and its precursors have long been
subject to official harassment. Its first
leader, Sam Rainsy, has fled the country
several times to escape defamation char-
ges brought by Mr Hun Sen, most recently
in 2015. His successor, Kem Sokha, was ar-
rested last month on trumped-up treason
charges. The courts, the army and other
arms of the state openly favour the govern-
ing Cambodian People’s Party (CPP).

Before local elections in June the de-
fence minister declared that the army
would “smash the teeth” of anyone who
protested against the outcome, as CNRP
supportersdid in 2013, a fewmonthsafter a
narrow election loss. Yet the CNRP still
managed to win 46% of the popular vote,
not far behind the CPP’s 51%. That doubt-
less made the government nervous about
parliamentaryelectionsscheduled for July.
At any rate, it is taking more radical steps to
deal with its pesky opponents.

On October 6th the government asked
the Supreme Court to dissolve the CNRP al-
together, on the grounds that it was part of
a foreign plot to overthrow Mr Hun Sen
(pictured). The prime ministerhas often ac-
cused foreign powers of seeking to foment
a “colour revolution” against him. But the
only evidence anyone has produced to
substantiate this idea is a video of Mr Kem
Sokha speaking to Cambodians living in
Australia in 2013. In it he describes how he
has received advice from America on how
best to oppose the government—some-
thing that does not seem remotely inap-
propriate for a member of the opposition.
One American group that has provided
training to the CNRP, the National Demo-
cratic Institute, points out that it has also
given advice on party politics to the CPP.
That did not stop the government from ex-
pelling it from Cambodia in August.

Mr Hun Sen, who has vowed to remain
prime minister for another decade, says
more arrests are coming. The army, a hu-
man-rights activist notes, has been using
live ammunition in training exercises
while shooting at dummies representing
protesters. About half the CNRP’s 55 MPs
have fled the country, saysone ofthem, Mu
Sochua, a deputy leader of the party.

The international response has been
muted. Western embassies offer state-
ments and sighs. Two American senators

have introduced a resolution, yet to be vot-
ed on, asking their government to consider
barring certain Cambodians from visiting
America. Meanwhile China, Cambodia’s
biggest donor and investor, “supports the
Cambodian government’s efforts to pro-
tect national security and stability”. 7

Politics in Cambodia

The logical step

SINGAPORE

The government asks the courts to
abolish the opposition

No hugs for the opposition

ONE evening in August Bakht Jan, a 15-
year-old girl, attempted to elope with

her boyfriend. Before she could meet him,
relatives found her and brought her home.
Although both families agreed on a swift
marriage for their children, a jirga, or tribal
council, demanded blood. Obeying its
edict, Ms Bakht’s father drugged and then
electrocuted her. Her boyfriend was mur-
dered by his own father in the same way
the nextday, restoring“honour” in the eyes
of the jirga.

Such barbarism has become synony-
mous with jirgas, a traditional form of jus-
tice that blends tribal and Islamic customs
with the whims of participants. Despite a
law passed in 2011 that allows police to ar-
rest members of jirgas suspected of “anti-
women” practices, grotesque abuses con-
tinue unabated, activists say. Mukhtar Mai,
who was gang-raped on the orders of a
jirga in 2002 as recompense for a sexual as-
sault supposedly committed by a male rel-
ative, recently lamented that her subse-
quent campaign to curb the use of jirgas
had not succeeded. Just three months ago a
girl, aged 16, suffered a horrifically similar

“revenge rape” in the same province. 
Instead of trying to stamp out jirgas,

however, the government has decided to
integrate them into the formal justice sys-
tem. Earlier this year it won parliamentary
approval for a law that gives their rulings
force, subject to certain reforms. The gov-
ernment will appoint “neutral arbitrators”
to each jirga, who must approve their ver-
dicts—a measure it hopes will eliminate
misogynist horrors.

MPs seem untroubled by the plan. Just
23 of the 342 members of the lower house
bothered to vote on it. The debate centred
on whether to use the term jirga, given its
diabolical reputation, rather than on
whether the reform itselfwas a good idea.

Support for jirgas stems as much from
the disrepair of the formal courts as from
respect for tradition. The judiciary is
smothered by a backlog of 2m cases. Law-
suits take almosta decade to resolve, on av-
erage. Lawyers often charge exorbitant
fees, in advance. All this puts the formal
justice system out of reach for many Paki-
stanis. This is not just a gross injustice in it-
self; it is also bad for security, says Syed Ali
AkhtarShah, a formerchiefofpolice of the
state of Khyber Pakhtunkhwa. Such was
the frustration with the courts in the north-
ern district ofSwat that the Taliban won lo-
cal support by promising “speedy justice”
when they tookcontrol of the area in 2009.

From his seat in a circle of plastic lawn
chairs, Mahfooz Waheed, a former bureau-
crat who runs a popular jirga in the city of
Rawalpindi, close to Islamabad, argues
that informal justice does not deserve its
grim reputation. Only a sliver of the case-
load concerns sexual or marital disputes,
he argues, and only jirgas in illiterate back-
waters produce the sort of decisions that
end up making shocking headlines. Jirgas
offer more than speed and economy, he
notes: whereas judges in murder cases can
only punish, he can offer compensation.
Through his mediation, a widow whose
husband and son were killed in a land dis-
pute was paid $60,000—something of far
more practical benefit to her than a convic-
tion. Even the well-to-do seek his help.
When a group of businessmen embroiled
in a commercial dispute start to shout at
one another, he snaps: “This is not a mall,
or a court, or a police station, it is a jirga—so
behave yourselves.”

Support is growing in unlikely corners.
In 2016 a report commissioned by Britain’s
Department for International Develop-
ment (DFID) advocated studying the “mer-
its” of jirgas, given the power they wield.
Accordingly, DFID has recently funded gen-
der-sensitivity training for tribal elders in
Peshawar, a conservative northern city.

But activists for women’s rights tend to
snort at such moves. British colonialists,
points out Nazish Brohi, a researcher, also
tried to preserve jirgas while eliminating
their most abhorrent practices. But threats 

Justice in Pakistan

More blinkered
than blind
Rawalpindi

The government decides to
“mainstream” misogyny
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2 to banish those guilty of “honour killings”
merely led to a spike in the number of viol-
ent deaths labelled suicides.

Lawyers, too, snarl at the idea of “main-
streaming” jirgas. Whoever drafted the
new law “should be shot”, says one, since
it grants licence to a system totally at odds
with Pakistan’s constitution at a stroke.
Rather than indulging mobs of senescent
villagers, another suggests, the govern-
ment should give the authority to resolve
petty disputes to nazims, the lowliest of
elected officials. Another option is to pro-
duce a proper land register. Given that, by
some estimates, 90% of civil cases involve
disputes about land, that would drastically
reduce the burden on the formal courts. In-
stead, Pakistan ison the verge ofcementing
into law a tribal code that considers the
term “property” to include women. 7

The media in Myanmar

Patriotic to a fault

EARLIER this month, in a column in a
state-owned newspaper entitled “The

Truth behind the Northern Rakhine
Issue”, a retired general decided to rebut
the “absolute absurdities” he had read in
the international media. He dismissed as
slurs the sorts of reports produced by the
UN, international NGOs, a host of for-
eign governments and this newspaper,
among others, describing a brutal cam-
paign by the Burmese army that has
pushed at least 500,000 members of the
Rohingya minority into neighbouring
Bangladesh. Aung San Suu Kyi, Myan-
mar’s leader, has also spoken of“a huge
iceberg ofmisinformation”. The Bur-
mese media have done little to challenge
that view.

The local press dwells on the attacks
by Rohingya insurgents on police and
army posts, and on the relatively small
number ofassaults on Buddhists and
Hindus, while ignoring or glossing over
the persecution of the Rohingyas, who
are Muslim. It does not help that many
Rakhine, the Buddhist ethnic group with
whom the Rohingyas share Rakhine
state, are so suspicious ofoutsiders that
they have harassed local journalists
visiting the region. What is more, al-
though Myanmar’s media law says
journalists may “freely criticise” the
executive, the legislature and the judicia-
ry, the army is conspicuously omitted.

There is also a debate among Bur-
mese journalists as to what their proper
function is. As the vice-chairman of the
Myanmar Press Council puts it, “The
greatest responsibility of the media
today in Myanmar is safeguarding our
national image which has been badly
tarnished by some unethical interna-
tional media reports.” Others believe
their job is to hold the powerful account-
able. “We are doing global journalism,
not Myanmar journalism,” says Aung
Htun U of the Yangon Journalism
School, one of the few institutions in the
country to offer training to reporters. In
an apartment turned into a classroom,
he explains how decades ofmilitary rule
have weakened the profession and
impaired readers’ ability to assess infor-
mation critically. One ofhis former
students became a journalist after work-
ing with foreign correspondents cov-
ering Myanmar’s elections in 2015. She
hopes that exposure to foreign journal-
ism will bring about change. For the
moment, however, it just seems to be
generating indignation.

Yangon

The local press takes on the world

THE city of Imabari is known for its me-
dieval castle (pictured), overlooking the

Inland Sea, which separates Shikoku and
Honshu, two of Japan’s four main islands.
Recently, however, another landmark has
attracted attention: an imposing college
campus rising from the hills above the city.
Built on public land and jolted to life with a
government grant of ¥9.6bn ($86m), the
half-finished veterinary school has been
dogged by claims that its political midwife
was Shinzo Abe, the prime minister.

A former official alleges that Mr Abe
helped a college chum secure the educa-
tion ministry’s approval for the new
school—a claim the prime minister denies.
Opposition politicians say he called an
election on October 22nd in part to evade
further questions on the subject in parlia-
ment. Yet the saga does not seem to have
turned many in Imabari against the Liberal
Democratic Party (LDP), which Mr Abe
leads. “I think many people will go with
the devil they know,” says Yoshiko Takasu,
a shopkeeper.

Shikoku has long been a stronghold of
the LDP, notes Tsuyoshi Fukuda, a local op-
position politician. It and its allies hold 27
of the 32 seats on Imabari’s city council,
and 26 of the 47 seats in the local assembly.
At the previous election for the lower
house ofthe national parliament, in 2014, it
won all but one of Shikoku’s 11 first-past-
the-post seats, and three of the six allocat-
ed by proportional representation. At the
election in 2009, when the LDP lost power
nationally, it still won eight of 13 first-past-

the-post seats and, two of the PR seats.
Mr Abe’s party has now been in power

for all but a handful of years since 1955.
That is a level of domination unknown in
the democracies of America and Europe,
says Takashi Inoguchi, a political scientist.
A quirk in the electoral system is one rea-
son: conservative rural areas like Shikoku
are grossly over-represented. The govern-
ment has moved to narrow the disparity in
votes since the Supreme Court ruled the
previous system unconstitutional, but the
LDP still benefits, says Kenneth McElwain
of the University of Tokyo. Apathy helps
the party too. The turnout in 2014 was 52%,
the lowest since the second world war.

But the LDP has also maintained its
hold on voters by being more pragmatic
than ideological. Though often described
as conservative, it is in some ways an old-
fashioned social democratic outfit. It zeal-
ously guards pensions, and routinely taps
the public purse to build flashy infrastruc-
ture, bringing cash and jobs to places like
Shikoku—and drivingup the national debt.
In 1999, for instance, it presided over the
completion of a series of ten graceful
bridges connecting Imabari to Honshu.
Just the year before, about 170km away, a
three-bridge link between Shikoku and
Honshu had been inaugurated.

A string of huge stimulus packages un-
der Mr Abe has dulled the impact of a list-
less economy. In other countries, says Taro
Kono, the foreign minister, parties vie to
seem the most fiscally responsible. “In Ja-
pan, we have a party for big government
and a party for bigger government.”

Imabari’s mainstays used to be ship-
building and textile firms run by bosses in-
tensely loyal to the LDP. Those industries
have long been in decline. The local popu-
lation is shrinking too. Yet many people
still lookto the LDP, Mr Fukuda says, partly
out offear forwhat these trends may bring.
After all these years, voters at least know
what to expect. 7

Japan’s election campaign

Staying power

IMABARI

The ruling party’s pragmatism helps
explain its durability

Still a bastion of the LDP
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NEARLYas striking as Asia’s dynamism is how unevenly pros-
perity is spread—in contrast to Africa, Latin America or Eu-

rope. First-world Japan (with a GDP perperson of$38,900) is in ef-
fect part of the same island chain as the Philippines ($2,950). Rich
Singapore ($53,000) is little more than an hour’s flight from
Myanmar ($1,275). On the Korean peninsula, the division is even
starker. Two economies that started out in identical circum-
stances have diverged so wildly that South Koreans are between
3cm and 8cm taller than theirNorth Korean counterparts on aver-
age, depending on their age, thanks to better nutrition.

A voluminous literature ponders the causes of the East Asian
miracle, in which first Japan, then the four original “Asian ti-
gers”—Hong Kong, Singapore, South Korea and Taiwan—and then
China sustained bounding growth for decades. Most studies
point to market-friendly policies that encouraged exports of
manufactures and the rapid accumulation of capital, including
the human sort. Others emphasise the importance of institu-
tions. Yet one crucial factor has been relatively underplayed: re-
structuring agriculture. 

“Land reform” sounds innocuous but involves great upheav-
al: seizing land from those who have it and giving it to those who
do not. Yet radical action may be necessary in countries with big,
impoverished, rural populations. As Joe Studwell points out in
“How Asia Works”, farm yields often stagnate in such places. As
populations grow, making land scarce, landlords jack up rents
and lend at extortionate rates. That leaves poor tenant farmers
mired in debt, with no means to invest.

China provides a stark example. By the 1920s, a tenth of the
population owned over seven-tenths of the arable land. Three-
quarters of farming families had less than a hectare. Mao Ze-
dong’s Communists reallocated land in every new territory they
seized. After the defeat of the Kuomintang (KMT) in 1949, they
rolled out land reform nationwide. Landlords, some with scarce-
ly more land than most, were blamed for everything. In the de-
cade after 1945 millions of them were beaten to death or shot, or
left to starve. Revolution, Mao said, was not a dinner party.

The effect was immediate. Grain output leapt by perhaps 70%
in the decade after the war. When farmers can capture most of
the value of their land, they have a powerful incentive to pro-

duce. And while smallholder agriculture is hugely labour-inten-
sive, that makes sense when labour is abundant. (Only a few
years later the Communists embarked on the madness of collec-
tivisation. China emerged from that disaster in 1978, after Mao
died. North Korea is starting to do so only now.)

China’s early success challenged Japan, South Korea and Tai-
wan. These countries, pressed by America to carry out land re-
form, showed that it does not require mass murder. By the war,
half of Japan’s arable land was worked by tenant farmers, and
rent was never less than half the crop. After the war, farm size was
limited to three hectares. Land committees on which tenants out-
numbered landlords oversaw a reapportionment that took land
from 2m households and gave it to 4m others. Compensation fell
short (and was gobbled up by inflation), but there was little vio-
lence among farmers. Perhaps it helped to be able to blame the
occupiers when politely taking over someone’s paddy field. At
any rate, agriculture boomed.

South Korea had the most unequal land ownership in the re-
gion, and resistance by the elites was strongest. Some landlords
lost as much as 90% of their land. But Taiwan under the KMT
shows the clearest benefits from land reform, which started with
rent controls and reforms to tenancy. Sales of formerly Japanese-
owned land followed. Then, in 1953, came appropriation. The
share of land tilled by the owner rose from just over30% in 1945 to
64% in 1960. Yields on sugar and rice leapt. New markets sprang
up for exotic fruits and vegetables. Household farmers domin-
ated early exports. Crucially, income inequality shrank thanks to
the new farmer-capitalists. Less spent on imports of food, more
money in Taiwanese pockets, a new entrepreneurialism: farming
was the start ofTaiwan’s economic miracle.

Cheap at half the price
Indonesia, Malaysia and Thailand could have followed Taiwan’s
example, but didn’t. Their economies have done far worse. With
between 25% (Malaysia) and 48% (Thailand) of their populations
still living in the countryside, land distribution matters. The state
favours agribusiness and plantations over small farmers. There is
a yawning gap in income between countryside and city.

The situation is worse in the Philippines, which had a similar
income per person to Taiwan’s just after the war. Before indepen-
dence in 1946, America auctioned off the Catholic church’s huge
estates. Only the local elites could afford them. These became the
hacienda class that thrives today, formingthe basisof manypolit-
ical dynasties. Admittedly, after the People Power revolution (led
by Cory Aquino, from one landed family, who married into an-
other), political pressure for land redistribution culminated in a
reform law passed in 1988. Nearly 30 years on the law, replete
with loopholes, is still being implemented. The operations of
many big estates have hardly been affected, while household
farmers still lack technical and financial support. Many of those
given plots have had to lease them back cheaply to the big plant-
ers, becoming wage labourers on their own land.

There are political consequences too. In South Korea and Tai-
wan inclusive agricultural growth prefigured the inclusive poli-
tics of today’s thriving democracies. In South-East Asia, by con-
trast, cronyism and inertia are consequences of an economy that
is unfair to those at the bottom. The Philippines and Thailand
have most clearly paid a price, in the form of insurgencies and ru-
ral unrest, for keeping poor people down. When weighed against
the costs, land reform, done well, starts to lookcheap. 7
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WITH a postgraduate degree in litera-
ture, Ruby Li has ridden China’s edu-

cation system almost to the top. Now a
mother-of-two living in Chengdu, a city in
the south-west, she hopes to spare her chil-
dren the high pressure and long hours of
homework that she endured at their age.
Some years ago Ms Li and her husband, a
businessman, moved their elder son from
a conventional kindergarten to another
one that uses less formal and rigid meth-
ods of teaching. She says that since then he
has been happier and healthier, and their
home life more harmonious, too.

Ms Li is among the well-heeled parents
who send their children to Chengdu Wal-
dorf School, a fee-paying institution in-
spired by the quirky philosophies of Rud-
olf Steiner, an early-20th-century Austrian
educationalist. The school (pictured) aims
to teach in creative ways, says Zhang Li,
one of its founders. That means plenty of
music, storytelling and play. The campus is
scruffy but cheerful, boasting an ink-
stained calligraphy studio and a wall
daubed with stone-age cave paintings (the
result ofa class art project). At going-home-
time three small children clamber around
in the branches ofa tree.

The stellar performance of children in
China’s richest cities in international tests
ofability in maths, science and reading has

phy, to which some people in China are far
better attuned. 

Another fad is for education that is di-
rectly inspired by ancient Chinese culture,
often delivered by small schools in the
countryside that offer instruction in sub-
jects such as archery, traditional medicine
and Confucianism. Some have only a
handful of full-time students, but also run
popular workshops and summer schools.
(Not all their patrons want touchy-feely
education: at the far fringes of this move-
ment are schools that require students to
do little besides memorising classical liter-
ary and philosophical texts, as their ances-
tors might once have done.) 

A few parents who want to free their
children from the state system’s stifling
constraints, but who can find no handy al-
ternative, are trying home schooling in-
stead. A survey published this year by the
21st Century Education Research Institute,
a think-tank in China, found only about
6,000 families educating their children ex-
clusively at home—still a tiny number, but
one that is rising by around one-third each
year, the institute reckons.

Rules bent and broken
The national curriculum, which is compul-
sory for children in the first nine years of
school (ie, aged between six and 15), allows
some room for experimentation. Primary
schools can usually find time to supple-
ment mandatory material with some of
theirown choosing, says JiangXueqin, a re-
searcher and consultant. Motivated teach-
ers can deliver the obligatory stuff in un-
conventional ways. But some of the
progressive schools pay only lip service to
the state’s curriculum. Some of them ob-
tain government approval to operate as 

lent the country’s education system a
glossy sheen abroad. But feelings are
mixed in China, where parents fret that
state schools are too competitive, that the
exam culture is too stressful and that curri-
culums favour cramming over creativity.
One result of this is a steady leak of pupils
out of the state sector and into private
schools that drill for entry into foreign uni-
versities. Another trend is the rise of
schools that use less structured approach-
es to teaching than commonly found in
mainstream ones. Sun Yifan, a researcher
at the University of Cambridge, says such
progressive schools are burgeoning “like
bamboo shoots in spring”.

Waldorf schools are one example. The
one in Chengduopened in 2004, the first in
China to use that name. It teaches about
500 pupils from kindergarten through to
senior high (between the ages of three and
18). Another 70 or so Waldorfs are sprin-
kled across China’s other big cities. Their
free-spirited style of teaching is similar to
that of Montessori schools (of which Chi-
na now has at least 900 at the kindergarten
level, and perhaps many more). It is unlike-
ly that many Waldorf parents fully under-
stand Steiner’s theories about “spiritual
science”, let alone his mystical approach to
agriculture. But Ms Sun says they hear ech-
oes in them of traditional Chinese philoso-
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2 schools. But others affiliate themselves
with licensed schools to avoid the tricky
process of having to get their own permits.
Many smaller institutions get by without
official blessing.

Better-off parents appear unfazed by
the lackofproper paperworkfor some pro-
gressive schools (the Waldorf in Chengdu
has licences for its nursery and primary
schools, but the authorities want it to find a
bigger campus before they will issue a per-
mit for its secondary school). However,
some worry about the later years of their
children’s schooling. Parents who want
their offspring to study abroad can safely
keep them in progressive schools. Those
who want them to cram for the national
entrance exam for universities in China, or
gaokao, often choose to move them back
into conventional schools for that period
of study. Few parents want to take risks
with a potentially life-changing test.

The government itself sees benefit in
having well-educated youngsters who are
self-starting and creative—the kind of peo-
ple needed to build a more innovative
economy. In the early 2000s it began en-
couraging schools to make lessons more
lively and textbooks more varied. Yet the

gaokao system continues to give schools a
strong incentive to stufftheir students with
stodgy facts. Parents deplore the pressure
that the gaokao imposes. But they also dis-
trust less objective types of assessment,
which may be prone to corruption.

The Communist Party has reservations
about non-mainstream schooling. It frets
that some unlicensed schools may be ped-
dling unsavoury ideologies or religions,
such as Christianity or Islam. A govern-
ment circular issued in February reminded
parents that taking lessons at home or at-
tending traditional-culture schools was no
substitute for attendance at state-approved
institutions during the period of compul-
soryeducation. It ishighlyunlikely that the
government will ban progressive schools.
Too manywealthyparentswant them, and
keeping the middle class happy is one of
the party’s priorities. But officials are wary
of giving schools too much latitude. This
year they imposed limits on the number of
translated children’s books by foreign au-
thors that are published in China. They are
also trying harder to ensure that private
schools have active party committees. If
such efforts discourage experimentation,
Chinese children will be the losers. 7

CHINA is one of the world’s largest pro-
viders of foreign aid. But it has a repu-

tation as a rogue donor: stories abound of
shoddy projects, low environmental stan-
dards and mistreatment of workers. A hos-
pital built by the Chinese in Luanda, the
capital of Angola, developed alarming
cracks and had to be rebuilt. Aid is widely
thought to have been diverted for arms
purchases by Robert Mugabe’s regime in
Zimbabwe. The list goes grimly on. 

Stories do not abound, however, about
who gets China’s aid and what it goes on.
The government says that it spends about
$5bn a year on assistance to other coun-
tries. But it has no aid ministry comparable
to, say, Britain’s Department for Interna-
tional Development. Most details of the
aid programme are kept secret, perhaps be-
cause the largesse is unpopular domesti-
cally. Many Chinese think that their coun-
try is too poor to give handouts and the
money ought to be spent at home. When
the health ministry tried to investigate
whether Chinese projects in Africa made
people healthier, the rest of the govern-
ment flatly refused to co-operate. 

The most detailed study so far of Chi-

nese aid, published this week by AidData,
a research group at the College of William
and Mary in Virginia, shines a light on the
murky data. The report looks at 4,400 pro-
jects which China has either committed to,
is building or has finished, between 2000
and 2014. It finds that the country gave or
lent about $350bn over that period—not
much less than the total of American aid,
which was $424bn in those years. But al-
most all of America’s aid is in the form of

grants, compared with a fifth of China’s.
The rest is concessional lending at below-
market interest rates, mostly to Chinese
companies working abroad—the kind of
aid thatused to be common in the West but
went out of fashion in the 1990s because it
overburdened recipients with debt. The
grantcomponentofChina’said was$75bn,
still a lot (about the same as Britain’s), but
not a tidal wave ofmoney.

Previous AidData studies of Chinese
aid have been controversial. In 2013 the re-
searchers reckoned that aid to Africa alone
(which accounts for half of China’s total
foreign aid) was $75bn between 2000 and
2011. Deborah Brautigam of Johns Hopkins
University in Maryland said their calcula-
tion was “way off”. She criticised what she
described as its excessive reliance on unre-
liable news reports. AidData’s new esti-
mate appears to be better grounded. It is
based more on official announcements
from Chinese commercial offices abroad
and from the finance and planning minis-
tries of recipient countries.

The authors use their new numbers to
look at whether Chinese aid works—an
equally controversial subject. In a study
published along with the data set, re-
searchers including Bradley Parks of the
College of William and Mary find that the
grant kind does. They reckon a doubling of
Chinese grant aid is associated with a 0.4-
point increase in the rate of GDP growth of
the recipients after two years. That is more
than can be said for China’s no-strings-at-
tached concessional lending, which, ac-
cording to AidData, has no effect on the re-
ceiving country’s GDP. It appears to be
tantamount to an export subsidy to Chi-
nese firms, with a side order of backhan-
ders for local elites. 

On a happier note, the study looks at
whether Chinese aid damages Western as-
sistance. The researchers do this by calcu-
lating whether aid effectiveness declines
in countries that receive Western aid and
then get an influx of Chinese cash. It finds
no decline, implying Chinese aid does not
harm efforts by other donors.

Three conclusions can be drawn from
AidData’s findings. First, Chinese aid could
do more good in poor countries if more of
it came in the form of grants, rather than
cheap loans. Next, Western aid agencies
should notbe so wary ofco-operatingwith
the Chinese. Co-ordination is important in
aid-giving because otherwise you might
find, say, three aid agencies each building a
hospital in the same city. Because China is
regarded as a rogue, it is not roped into the
co-ordination efforts among Western do-
nors. That should change. Lastly, the pauci-
ty of information about China’s aid (de-
spite AidData’s efforts) is caused by the
opacity of China’s government. Perhaps it
might consider being more open about a
programme that appears, forall its flaws, to
be moderately effective. 7
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AstudyofChina’s foreign aid reassesses the country’s reputation as a bad donor
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IT IS not as bad in South Sudan as people
think, insists Ezekiel Lol Gatkuoth, the

petroleum minister. The UN may claim
that a third of the population have fled
their homes, but that is an exaggeration,
says the sharp-suited former diplomat. 

Why, then, does he think the refugee
camps are so full? Some people go there for
the services, such as free food, he explains.
Others have been scared by fake news,
peddled by insurgents. “People are saying:
‘The Dinka [the largest ethnic group in
South Sudan] are coming to kill you. You
must leave!’” Seated in his plush office in
Juba, the capital, Mr Gatkuoth scoffs that,
when he was a rebel during South Sudan’s
long war to break away from Sudan, his
comrades used similar propaganda, telling
people that the Arabs were coming to burn
their villages and rape their children. “It
was very effective,” he recalls.

At camps for displaced people near
Wau, one ofSouth Sudan’s largest cities, no
one agrees with Mr Gatkuoth’s account of
current events. All describe, not rumours
ofmassacresheard on social media, but ac-
tual massacres that they saw with their
own eyes. The perpetrators, they say, were
Dinka marauders wearing blue and Dinka
soldiers in uniform. 

“I saw my son shot in front of me. He
fell and I washoldinghim. I survived, may-
be because the killers thought we were
both dead,” says Pascalina, a fugitive.
“They took my sister and raped her,” says

ment sees these groups as rebels to be ex-
terminated, and tacitly encourages the eth-
nic cleansing of areas thought to support
them. All sides slaughter civilians. 

In Wau, Dinkas walk in the streets with-
out fear (except at night, when robbers
prowl). Meanwhile, tens of thousands of
non-Dinkas huddle in tented camps near-
by, guarded by UN peacekeepers. The non-
Dinkas say they are too scared to return
home. Many report being raped if they
venture out to collect firewood. “Now it is
death foranyone who isnota Dinka. If you
can’t talk like a Dinka, ifyou don’t have the
right [ritual] scars, they shoot you, no ques-
tions asked,” says Abdullah, a farmer.
“They want to clear the other groups and
take control of everything. They kill you
and take your land to graze their cattle on.”

Out of South Sudan’s pre-war popula-
tion of12m, the UN estimates that 2m have
been displaced internally and another 2m
have fled abroad. So bad is the violence
that some flee into the war-ravaged Central
African Republic, or into Sudan’s troubled
region of Darfur. Though South Sudan is
fertile, more than half of its people face
hunger. A famine earlier this year was
averted by food aid. Diarrhoea, cholera
and malaria have spread rapidly, along
with kala-azar (a deadly parasitic disease
carried by sandflies). 

The economy is a disaster. The state de-
pends on oil, which is 95% of exports. Not
only has the oil price fallen by more than
half since 2011, but output has collapsed in
the fighting. The IMF guesses that real in-
come has been cut in half since 2013. Infla-
tion is over300% a year. The government is
short ofcash. Unpaid soldiers rob civilians
with impunity. 

Much of the budget is stolen. Absurdly,
half of the government’s net oil revenues
are spent on petrol subsidies—the govern-
ment insists that fuel should be sold for far 

Anyor, a mother who hid in the bush with
her nine children as the attackers killed the
men in her village, looted everything of
value (“goats, chickens, sorghum”) and kid-
napped young women. 

The spoils of oil
South Sudan, the world’s newest country,
is like a jigsaw puzzle that has been broken
apart, soaked in petrol and set alight. It will
not be easy to put back together. It seceded
from Sudan in 2011, after half a century of
on-off rebellion and a peace deal in 2005.
In a referendum, 99% of South Sudanese
(who are mostly black and non-Muslim)
voted to separate from the Arab, Muslim
north. Sadly, clashesbetween different eth-
nic groups within South Sudan began al-
most immediately after independence.

Full-blown civil war erupted in 2013,
after President Salva Kiir (a Dinka) sacked
Vice-President Riek Machar (a Nuer). A
truce in 2016 lasted less than four months.
It ended with gun battles in Juba and Mr
Machar fleeing to South Africa, where he
remains under house arrest. 

The mayhem is now many-sided. The
other tribes (of which the country has
about 60) accuse Mr Kiir of funnelling gov-
ernment jobs and cash to Dinkas, and of
using the national army to assert Dinka su-
premacy. Terrified non-Dinkas have
formed armed groups to defend their
homes, land and cows—and sometimes to
raid the neighbouringvillages. The govern-

South Sudan
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As the world’s newest countryplunges into the abyss, America reconsiders its
support for the regime
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2 less than it costs. As a result, petrol stations
have run dry. Outside each one, black-mar-
ket traders sell fuel in water bottles for
more than ten times the official price. The
finance minister says fuel subsidies should
be scrapped, but faces resistance from
those who pocket them.

The government says it welcomes the
foreign aid groups who provide most of
South Sudan’s public services. In practice
officials often obstruct them. Aid workers
are regularly barred from delivering food
and medicine to rebel-held areas. Dozens
have been murdered. Many roads are im-

passable because gunmen patrol them,
stealing aid supplies and killing drivers.
Bureaucrats constantly demand new fees
and permits. (Your correspondent was
barred from an internal flight over a miss-
ing piece of paper which, once he had ob-
tained it, no official asked to see again.)

Mr Kiir’s government came to office on
a wave of international goodwill. Both the
Bush and Obama administrations includ-
ed close personal friends of the plucky re-
bels who liberated South Sudan from the
Islamist tyranny of Khartoum. But Donald
Trump’s White House has no such senti-

mental ties, and America is rapidly losing
patience with Mr Kiir. Three South Suda-
nese officials have been sanctioned by
America’s Treasury for alleged corruption.
More may follow.

Last month Mark Green, the head of
USAID, America’s government aid agency,
visited South Sudan. Mr Kiir is said to have
told him that there wasno systemic insecu-
rity in the country, that what violence did
occur was the opposition’s fault, and that
aid workers could do their jobs unhin-
dered. Mr Green was shocked to be lied to
so brazenly. He promised a “complete re-
view” of American policy towards South
Sudan. This month America’s ambassador
to the UN, Nikki Haley, will visit Juba, hop-
ing to revive peace talks. President Trump,
however, may be inclined to cut South Su-
dan loose. That is risky. “If we disengage,
people will starve to death,” laments an
American official. 7

American sanctions on Sudan

Not much relief about the relief

“THIS is the best you can find any-
where, and not just in Sudan,” says

Ali Alsheikh, gesturing at the deep-green
field behind him. His farm, which ex-
ports animal feed, belongs to DAL Group,
Sudan’s largest conglomerate. Here, an
hour’s drive south of the capital, Khar-
toum, one can glimpse a better economic
future for Sudan: high-tech, capital-in-
tensive and outward-looking.

On October12th, as a reward for “posi-
tive actions” by Sudan’s government in
thwarting terrorism and allowing aid to
reach war victims, America lifted sanc-
tions first imposed by Bill Clinton in 1997.
These included a trade embargo, a freeze
on state assets and curbs on financial
institutions dealing with Sudan. Omar
al-Bashir, Sudan’s president, is still want-
ed by the International Criminal Court
on charges ofgenocide. But for most
Sudanese this is a milestone. “The whole
country issued a large sigh of relief,” says
Ahmed Abdelatif, a businessman. 

Sudan’s economy has done poorly

since South Sudan seceded in 2011, taking
with it 75% of the old nation’s oil re-
serves. Exports have slumped, inflation
has soared—it is now nearly 35% (see
chart)—and the economy contracted in
2011-2012. Foreign investment has been
negligible and the currency is weak. The
government says that it will recover
without the burden ofsanctions. A
strengthening ofSudan’s pound since the
lifting was announced suggests that
some share its optimism.

Is this warranted? Sanctions undoubt-
edly held Sudan back, but for many years
their impact was obscured by an oil
boom. Growth averaged 5% from 2004 to
2008. “Up to 2010 we literally could not
have cared less,” shrugs Mr Abdelatif. But
in the past few years “America started
playing very rough with us,” says Abdul-
Rahim Hamdi, a former finance minister.
Foreign banks stopped dealing with
Sudan, locking the country out of the
international financial system.

Since the lifting ofsanctions was
announced, local newspapers have
reported a flurry of interest from foreign
investors. Sudan Airways, the state-
owned carrier, has announced plans to
revive its moribund fleet now that it can
buy spare parts from Boeing and Airbus. 

But it will take much more to spark a
real recovery. Investors are wary of Su-
dan’s corruption, multiple exchange rates
and the difficulty of repatriating profits.
Few foreign banks will return while it sits
alongside Iran and Syria on America’s list
ofstate sponsors of terrorism. And the
government will have to find another
scapegoat for the country’s poor eco-
nomic performance. On October 9th the
culture minister announced plans for a
new museum in the capital. It will be
dedicated, he said, to commemorating
the damage wrought by 20 years of
American sanctions. 

KHARTOUM

It will take more than the end ofsanctions to fixSudan

Crisis in Khartoum

Source: Thomson Reuters
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IN THE rickety wooden markets in Nairo-
bi, where traders sell old books, second-

hand clothes and kitchenware, walking
away is a buyer’s last negotiating ploy. Ifhe
is lucky, he will be chased down the street
and offered a better price. Raila Odinga,
Kenya’s softly-spoken opposition leader,
seems to be hoping a similar strategy may
rescue his electoral chances. 

On October 10th Mr Odinga withdrew
from a re-run of the presidential election
scheduled for October 26th, arguing that if
it went ahead then it would not be free or
fair. Courts had already annulled the presi-
dential part ofa wider set ofelections held
on August 8th, after finding problems with
the way it was run. But no reforms have
been made to the electoral process since
then, he argued. 

It had already been clear for several
weeks that Mr Odinga did not plan to con-
test the election. His coalition of parties,
the National Super Alliance (NASA), had
been running a bare-bones campaign. The
candidate himself had made plans to tra-
vel to Britain and possibly America two
weeks before the vote—prime campaign-
ing time—presumably to drum up interna-
tional support for his withdrawal. 

Yet the announcement still contained a
surprise. This is because instead ofpropos-
ing a straightforward boycott, Mr Odinga
seems to be hoping that by standing down
he will force the courts to halt the election
altogether and order a new one in the fu-

Kenya’s electoral poker

Going all in

NAIROBI

Raila Odinga takes a gamble
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2 ture after the parties have nominated new
candidates.

Under the original Supreme Court rul-
ing that annulled August’s election, the
electoral commission has until November
1st to organise a new one. If that deadline is
missed, then Kenya will be plunged into a
constitutional crisis. It is unclear how that
would be resolved. Those in the camp of
the incumbent president, Uhuru Kenyatta,
want an election to be held no matter
what. Some hardliners want him simply to
be declared president. In parliament MPs
pushed through an amendment to the
electoral law that automatically awards
victory to the remaining candidate if one
ofthem withdraws from a re-run ofa presi-
dential election.

Yet the real crisis is one of legitimacy,
not law. Should the courts and electoral
commission go ahead with a vote that is
not contested by Mr Odinga, his suppor-
ters will surely try their best to disrupt it,
says Michael Chege of the University of
Nairobi. In their strongholds, principally in
western Kenya and certain Nairobi slums,
they could prevent the electoral commis-
sion from holdinga vote that would satisfy
the courts. 

By walking away, Mr Odinga seems to
be gambling on his ability to threaten cha-
os to push MrKenyatta to negotiate. But the
trouble with that strategy is that Mr Od-
inga is running out of money. And al-
though opposition protests occasionally
gum up the centre of Nairobi, even his
most fervent supporters will not stay on
the streets indefinitely. 

The worst outcome for Mr Odinga is
that his bluffis called and the election goes
ahead without him. Electoral officials said
they plan to do just that. MrKenyatta might
remain president, but a large proportion of
the population would not recognise his
right to rule and would feel left out of the
political system. 7

Odinga’s poker face

FOR three years American forces have
quietly worked in tandem with Iran’s

Revolutionary Guard Corps (IRGC) to roll
backIslamic State in Iraq. It was as unlikely
an alliance as any imaginable. A decade
ago IRGC operatives orchestrated attacks
on American soldiers in Iraq. Crowds still
gather in Iran to chant “Death to America!”
Yet as American planes struckfrom the sky,
Iran managed the advance on the ground.
All this may be about to change.

As The Economist went to press, Presi-
dent Donald Trump was threatening to list
the IRGC as a terrorist organisation and to
“decertify” the nuclear deal that America
and five other global powers signed with
Iran in 2015. The agreement lifted some
economic sanctions on Iran in exchange
for limitations on its nuclear programme
and close scrutiny of it, designed to pre-
vent it from developing nuclear weapons. 

Mr Trump’s denunciation of the
deal—he has warned ofa coming “storm”—
has been met with similar bluster from
IRGC commanders, who have all but
threatened to shoot at American soldiers.
These are echoes of an earlier period of
tense relations. After President George W.
Bush said Iran was part ofan “axis ofevil”,
the IRGC encouraged attacks on American
soldiers in Iraq. “Trump has no idea how
complex this region is,” says an Iranian
businessman who deals with America. 

Decertifying the nuclear programme
need not destroy the deal immediately.
Congress would still have to decide
whether to reimpose the sanctions and
lawmakers, even those who opposed the
deal, may not have the appetite for doing
that. Nonetheless, decertification would
send a signal that could strengthen the

very hardliners in Iran that America has
struggled for decades to contain. 

In his campaign for re-election in May,
Hassan Rouhani, Iran’s president, repeat-
edly baited the IRGC, accusing them of de-
nying Iran the economic fruits of the nuc-
lear deal that he had negotiated. The
Guards argued, in turn, that Mr Rouhani
should never have trusted America. Now
their warnings sound prophetic. 

Iran’s currency has slumped to new
lows against the dollar and business confi-
dence is sliding. “Trump is making a buf-
foon out of Rouhani,” says a Guards sym-
pathiser. “The hardliners are mobilising
and will paralyse his government.”

Some argue that, provided the Euro-
pean signatories continue to hold up their
side of it, there is probably enough in the
deal to ensure that Iran will abide by its
commitments. The country’s oil exports
have almost doubled since the lifting of
UN sanctions in January 2016, to 2.2m bar-
rels a day. Trade with Europe doubled in
2016 and has doubled again in the first six
months of this year, taking it close to the
level before sanctions were imposed. 

There is also enough at stake to keep
European countries in the agreement. Big
companies such as Total and Airbus have
struckdeals with Iran since sanctions were
lifted. Renault and Volkswagen, two Euro-
pean carmakers, are back. Quercus, a Brit-
ish company, has just announced a €500m
investment to build and operate a solar
power station in Iran. 

Theresa May, Britain’s prime minister,
has urged Mr Trump to reconsider. But he
has called the deal “one of the worst and
most one-sided” that America has ever
made. He may have made up his mind. 7
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Cleaning up the Middle East

Rubble trouble

THE old town ofMosul is a wasteland.
So are many other cities and towns

that have been mangled by the wars in
Iraq and Syria. There is so much broken
concrete and twisted metal in Aleppo,
the Syrian city pounded by Russian and
regime warplanes during the bloodiest
battle of its civil war, that the World Bank
reckons it will take at least six years to
clear the wreckage.

In fact, the Herculean taskofcleaning
up the detritus ofwar has become one of
the biggest obstacles in the region’s
struggle to patch up its shattered cities.
Part of the problem is that the debris
contains unexploded bombs, heavy
metals such as mercury and other sorts
of toxic waste, all ofwhich need to be
dealt with gingerly. The other part is just
that there is so much rubble. 

Simply trucking the debris10km from
Mosul is expected to cost around $250m.
With few funds available, much of the
rubble is just being scooped up and
dumped into seasonal waterways, in-
creasing the riskofflooding when the
rains return. Some is being used to block
up the tunnels that the jihadists of Islam-
ic State (IS) dug beneath the city. The
pollutants and toxins in the rubble will
pose a riskfor decades. “There’s just too
much concrete and we barely have
enough money to pay for a shovel,” says
Mosul’s mayor, Abdul Sattar al-Habbo. 

One solution is to recycle some of the
rubble into new building materials. That
would be far cheaper than carting it
away in trucks and could create thou-
sands of jobs in cities that offer few other
opportunities for employment. 

But that will only address a small part
of the environmental catastrophe facing
the region as a result of its wars. Oil wells
have been bombed or set on fire, coating
land, animals and humans in noxious
soot. A pile ofsulphur set alight by IS
south ofMosul spewed as much sulphur
dioxide into the atmosphere as a small
volcanic eruption. 

In Syria, as many as 50,000 makeshift
oil refineries stain the country, leaching
oil into the water and soil, and ruining
the health of the children operating
them. The destruction ofhospitals,
weapons factories, industrial plants and
power stations has left behind a toxic
cocktail ofchemicals, heavy metals and
other waste. Cleaning up the mess
heaped on top ofdecades ofpollution
and environmental damage will take
years, possibly decades. 

BEIRUT

It will take years to clear

IN THE evening Adil Jumaili and his
daughter stand beside the Tigris river in

Mosul and stare at the wreckage on the op-
posite bank. Two twisted cars lie where
their home once stood. It was destroyed,
along with 8,000 other buildings, when
Iraqi forces recaptured the city from the ji-
hadists of Islamic State (IS) in July. The hos-
pital at Mosul’s edge, once amongst Iraq’s
finest, has been flattened. So, too, has the
government complex, all the schools and
the medieval alleyways lined with ma-
drassas and monasteries. 

Precision bombing by Western aircraft
spared much ofeastern Mosul, which is re-
covering fast. But western Mosul proved
harder to retake. Block-by-block fighting
and so-called “annihilation tactics” (a deci-
sion to wipe out IS fighters rather than let
them flee) destroyed much of the area. Bo-
dies are still being pulled from the ruins
and the smell of putrefaction hangs in the
air. Nearly 6,000 civilians died in the fight-
ing, says Amnesty International, a human-
rights group. 

Mosul maybe the bestknown ofthe cit-
ies recaptured from IS. But the sense of ne-
glect is palpable across the areas populated
by Sunni Arabs. Fallujah, some 400km to
the south, wasnotasbadlydamaged in the
month-long battle to liberate it. But a year
later its residents still complain of mistreat-
ment by the central government. “We are
living in a big prison,” says one.

The IS “caliphate” has proved a disaster
for Iraq’s Sunnis. The jihadists will soon be
defeated in Iraq. On October 5th the army
declared victory in Hawija, leaving IS in
control of only a sliver of land along the
border with Syria. But beyond providing
basic services, the Shia-led government is
failing to rebuild the liberated zones, or to
reintegrate their populations into its politi-
cal system. With an election scheduled for
April, it is focused on the mainly Shia
south, from where it draws support. 

Foreign donors have done some patch-
ing up. The water is running and the lights
are on in Fallujah (most of the time). Ku-
wait plans to host a conference on recon-
struction in Iraq early next year, and the
UN has budgeted $1bn for the “stabilisa-
tion” ofMosul. Vastlymore will be needed.
But low oil prices mean that Iraq and the
Gulfstates have scant funds. As of late Sep-
tember the UN had spent just $24m in
western Mosul, which suffered most of the
damage. “We’re probably best off just lev-
elling the old city,” says an aid official.

In Mosul and Fallujah, Sunnis tell simi-
lar stories. Unemployment is sky high.
Men with university degrees sweep streets
or shovel debris for $20 a day. There are
echoes of the de-Baathification policies
that alienated Sunnis during the American
occupation. In Mosul doctors and teachers
go unpaid as they wait for the authorities
in Baghdad to clear them ofties to IS. In Fal-
lujah some 4,600 policemen were fired
when they returned to the city.

To dispel any notion of an occupation,
soldiers and militiamen in Mosul have
decorated their checkpoints with plastic
flowers. Local Sunni soldiers patrol the
centre of Fallujah, while Shia militias stay
on the city’s outskirts. Still, the restrictions
at the Suqoor checkpoint, on the road from
Fallujah to Baghdad, are so arduous, arbi-
trary and time-consuming that many
avoid attempting the journey. Complaints
ofgovernment extortion are common. “If I
want to bring more than three sheep in I
have to pay $10 for each,” says Ibrahim As-
sad, a butcher in Fallujah’sbazaar. “They’re
strangling the city.”

The unemployed in Mosul reminisce
about better times under IS. “Their admin-
istration was more honest and organised,”
says a displaced mother of five. Similarly,
an elderly Sunni colonel in Fallujah recalls
the “golden age” of the late dictator, Sad-
dam Hussein. Still, Iraqi officials dismiss
any notion that Sunni alienation might
again lead to trouble. “Like Grozny after
Russia’s destruction, the Sunni population
ispsychologicallybroken,” saysone. “With
or without reconstruction they are not go-
ing to rise again.” They should beware of
hubris. The fall of Mosul and Fallujah to IS
in 2014 is a clear warning of how resent-
ment can quickly turn to insurrection. 7

Reconstruction in Iraq
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IT WAS a case of trying to have your cake
and eat it—and the cake’s ownermay end

up with nothing. On October 10th Carles
Puigdemont, the president of Catalonia’s
devolved government, told his parliament
that he was “assuming the mandate” of the
people to proclaim an independent repub-
lic and thus leave Spain. But seconds later
he asked the parliament to “suspend the ef-
fects of the declaration of independence”
to allow for negotiation. All clear?

This baffling manoeuvre followed an
unauthorised referendum on indepen-
dence held on October1st in which, his ad-
ministration says, 2.3m (around 43% of the
electorate) voted, 90% of them in favour.
Those numbers are not verifiable. But for
many of the thousands of flag-waving de-
monstrators who gathered outside the par-
liament in Barcelona, the Catalan capital,
they were enough to declare indepen-
dence straight away, and the speech left
them deflated. Mr Puigdemont’s tortuous
formulation reflected the conflicting pres-
sures he is now under. Business leaders
and opposition politicians in Catalonia,
one of Spain’s richest regions and home to
7.5m people, warn that he is taking them to-
wards a costly political void. He is trying to
play for time.

Mariano Rajoy, Spain’s conservative
prime minister, swiftly called his bluff.
With the support of the opposition Social-
ists and of Ciudadanos, a centre-right
party, he set in motion Article 155 ofSpain’s
democratic constitution. Never previously
invoked, this allows the government to

its voice. Now there are a few Spanish flags
draped on Barcelona balconies, not just
the ubiquitous esteladas, the starred flag of
independence. “People finally believed
they would declare independence, and
that produced in days a reaction that
hadn’t happened in years,” says a business
leader.

Third, no European government has
shown the slightest interest in Mr Puigde-
mont’s pleas for mediation (see Charle-
magne). The leaders of the independence
drive have clung to the belief that if they
create enough disruption, “Europe” would
step in to support them. “Catalonia is a
European issue,” Mr Puigdemont insisted
this week. But Europe’s leaders think it is
an internal Spanish one.

The diverse independence coalition is
fracturing. Moderates, silent for the past
few months, successfully pressed fordelay.
By contrast, the CUP, an anarchist group
that wants immediate independence, did
not applaud Mr Puigdemont’s speech. At
their insistence, representatives of the rul-
ing coalition signed a declaration of inde-
pendence after the parliamentary session;
but it was not formally tabled. The CUP
may now boycott parliament for a month,
depriving Mr Puigdemont of his majority.
“I don’t think he can last a month without
calling an election” in Catalonia, says a se-
nior politician from his party.

As for Catalan business “the will to de-
clare [independence] is the same as declar-
ing it,” says Anton Costas, an economist at
the University of Barcelona. Hours after
the parliamentary session Planeta, a big
Barcelona publishing house, said it, too, is
moving its domicile to Madrid.

The cause of independence has never
commanded more than a narrow and
fleeting majority of Catalans. But more
general discontent goes far wider. It began
when the Constitutional Tribunal, at the
urgingofthe PP, struckout clauses in a new
autonomy statute of2006 that would have

“compel” an autonomous region to fulfil
its constitutional obligations. The govern-
ment has given Mr Puigdemont until Octo-
ber16th formally to clarify whether he has
declared independence or not; if he has,
then he has until October19th to revoke it.

Mr Puigdemont must thus choose
climbdown or defiance. If he opts for the
latter, Spain is heading into the unknown.
The government may try to remove the
Catalan administration and call a fresh
election, as the constitution probably gives
it the right to do. But some in Barcelona
warn that doing so will require force.

Not so simple
The past few days have delivered a sharp
realitycheckto MrPuigdemont, contradict-
ing the claims ofhis rulingcoalition that in-
dependence would be painless. First, and
most damagingly, around 40 of the largest
companies in Catalonia moved their legal
domicile to other parts of Spain. Compa-
nies rushed to withdraw their treasury op-
erations from Catalan banks. They fear the
legal uncertainty an independence procla-
mation entails. Although MrPuigdemont’s
people minimised the significance of the
moves, over time jobs and tax revenues
will go too. Suspending the declaration,
rather than withdrawing the unconstitu-
tional laws under which it was issued,
merely prolongs the agony for business.

Second, on October 8th some 400,000
people marched in Barcelona for the unity
of Spain. It was the first time that the silent
majority opposed to independence found
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2 recognised Catalonia as a nation and
strengthened its power over the teaching
and use of the Catalan language.

Polls show that most Catalans want a
better deal from Spain. That would proba-
bly have to involve a return to the original
statute of 2006, as well as keeping more
Catalan money in Catalonia and giving lo-
cals more control over infrastructure. Mr
Rajoy has accepted a Socialist proposal for
the Spanish parliament to begin debating
constitutional reforms next year.

One way or another, in the coming
weeks Catalans are likely to vote, and le-
gally this time, for a new regional govern-
ment. That would at least allow everyone
to draw breath. But there is a risk that be-
fore then Catalonia will be plunged into
further conflict, civil disobedience and
even violence. 7

AMAN lumbers into a tattoo studio and
brandishes a photo of Sebastian Kurz,

the young leader of the conservative Aus-
trian People’s Party (ÖVP). Then the artist
gets to work, eventually showing the man
his backin a mirror. Etched onto it is a circle
of faces of superannuated ÖVP grandees.
The customer is furious: “I wanted Kurz,
not the ÖVP!” he yells. “What did you ex-
pect?” comes the reply: “Kurz is the ÖVP.”

This popular TV advert by the right-
wing Freedom Party of Austria (FPÖ) plays
on enduring questions about the 31-year-
old likely to become Austria’s next chan-
cellor. Mr Kurz was made foreign minister
in 2013, two years after leaving university,
and took over the stuffy, beleaguered ÖVP
in May. He has restyled it as the “Kurz List”
and propelled it from third to first place in
polls ahead of the parliamentary election
on October 15th. To his fans he is the Wun-
derwuzzi (whizz kid), a rare chance for na-
tional renewal. To his opponents he is a
ruthless opportunist.

His success rests on two factors. First,
Austria’s corporatist industrial and politi-
cal model is creaking. Since 1945 the ÖVP

and the Social Democrats (SPÖ) have been
in government for 55 and 61 years respec-
tively, usually (as now) in coalition with
each other. Taxes are high, the state cliente-
listic and growth relatively sluggish. Sec-
ond, the refugee crisis has pushed Austrian
politics further to the right. In 2015 the
country took in more people, proportion-
ally, than Germany. That pushed the anti-
immigrant FPÖ into first place in polls,
where it remained until Mr Kurz emerged
as candidate for chancellor this spring.

He has succeeded by melding these
facts into a new political identity. Mr Kurz
pushed to close the migration route
through the Balkans (as foreign minister)
and imposed tough measures such as a
burqa ban (as minister for integration). He
has also restyled his party as a force for
openness: bringing in candidates from out-
side politics; promoting a “glass [transpar-
ent] state”; tax cuts; and a war on red tape
and vested interests. The rebranded ÖVP,
now in turquoise rather than its traditional
black, is the most popular party even
among14- to 29-year-olds.

It has been a vicious campaign. The
ÖVP and the SPÖ have hurled accusations
at each other, starting with the claim that a
consultant working for the Social Demo-
crats set up Facebookpages with xenopho-
bic and anti-Semitic attacks on Mr Kurz.
This has benefited the FPÖ, which has run
a strong campaign marked by catchy ad-
vertising (like the tattoo clip) and unchar-
acteristically sober TV performances by
Heinz-Christian Strache, its leader. The
mud-fighting between the two governing
parties has distracted attention from the
FPÖ’s own scandals; one of its local coun-
cillors was accused of shouting “Heil Hit-
ler!” at a meeting last week, for example.

Much depends on Vienna, where the
traditionally dominant SPÖ is in chaos and
the other two main parties are newly com-
petitive. The capital’s middle-class suburbs
are Mr Kurz’s political hinterland, while
the FPÖ is making strides in working-class
areas unsettled by immigration.

If, as polls suggest, the SPÖ comes third
nationally, Mr Kurz will probably do a deal
with the FPÖ. When his party formed such
a government back in 2000 it was met, for
a time, with international ostracism and
sanctions, but recent populist advances
elsewhere make such a coalition much less
unusual. Still, says Anton Pelinka, a politi-
cal scientist, a nationalist “black-blue” gov-
ernment in Vienna would create a new

headache for Angela Merkel, tilting Austria
towards authoritarian central European
governments like those of Poland and
Hungary.

In any case, governing with the FPÖ
would not be easy. Mr Strache has a large
ego and more experience than any other
front-line Austrian politician. His reason-
able manner belies his party’s far-right ele-
ments and tendency to infighting. Mean-
while, Mr Kurz should expect resistance
from his own camp: ÖVP–aligned interest
groups and the party’s six state governors
bridle at some of his talk of reform and
transparency. His charm and political agil-
ity are not in doubt. But whether the Wun-
derwuzzi can run a fractious country re-
mains unclear. 7
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AMERICA’S relations with Turkey have
sunk to their lowest point in over four

decades. On October 8th the American
embassy in Ankara announced it was sus-
pending visa services across Turkey to “re-
assess” its host government’s commitment
to the security of its diplomatic facilities
and staff members. Within hours, Turkey
countered by saying it would no longer ac-
cept visa applications from American citi-
zens. (About 450,000 Americans visited
Turkey last year.)

The Turkish lira plummeted as much as
6.6% against the dollaron the news, the big-
gest drop since the abortive coup of July
2016. Turkish Airlines, the country’s na-
tional carrier, saw its shares fall by 8%.

The spark that lit the powder keg came
on October4th, when police in Istanbul ar-
rested Metin Topuz, a Turkish member of
staff at the American consulate, on espio-
nage and conspiracy charges. (About

Turkey and America

Battle of the
strongmen

ISTANBUL

Two NATO allies are at loggerheads
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AYEAR ago Les Républicains (LR), the
centre-right party in France, looked set

to win presidential and parliamentary
elections. Today, after many humiliations,
they are licking their partly self-inflicted
wounds. After François Fillon, an unpopu-
lar former prime minister, unexpectedly
became its front man thanks to a new
primary system, the party doggedly stuck
with its failing candidate, long after a scan-
dal aboutextravagantpayments to his wife
had obviously doomed his campaign.

That lack of institutional ruthlessness
hints at problems beyond a dud candidate
who only just avoided coming fourth in
the presidential poll. The heart ofLR’s diffi-
culty is an ideological split that means it is
ill-placed to oppose the government of
President Emmanuel Macron.

One faction, associated with Nicolas
Sarkozy, an ex-president and inveterate
party plotter, yearns for a bold rightward
turn. In hostility to migrants, Muslims and
gay marriage, it spies an opportunity to
peel away nationalist voters drawn to Ma-
rine Le Pen’s National Front, especially in
semi-rural areas and small towns.

For moderates close to Alain Juppé, an
ex-prime minister, that approach is abhor-
rent. They instead seekcentral ground, pro-
mote a tentativelysmaller state—trimming,
not slashing, spending—paired with liberal
social policies that urbanites like. The
Juppé-ites’ headache is that MrMacron has
stolen their best ideas and, indeed, their
leaders. Moderates in parliamentcan hard-
ly oppose Edouard Philippe, the prime
minister, and Bruno Le Maire, the finance
minister, two ex-colleaguesnowshepherd-
ing a national budget that Mr Juppé might
as well have written.

So uncertainty reigns in the main oppo-
sition, which currently consists of just 135
centre-right MPs in a lower house of 577.
Even this small body is split, with 35 of
them grouped separately as Les Construc-
tifs who support the government. The rad-
ical left under Jean-Luc Mélenchon lam-
basts MrMacron’s cautious labour reforms
for being too tough, and any other modest-
ly liberalising effort he launches. But LR
may feel obliged to back any economic
opening up. Meanwhile, the bulk of the
party opposed both an anti-terrorism law
that will soon replace temporary states of
emergency and a law toughening ethics
rules for public officeholders.

The chances of the party cohering after
itpicksa newleader thisautumn look slim.
A deadline for aspirants, who had to win
the support of enough MPs and ordinary
members, passed on October 11th, though
candidates’ names will be listed later. Al-
most certainly the leader will be Laurent
Wauquiez, a 42-year-old ex-minister with a
shockofgrey hair, famous for his red parka
coat. He is drawn from the right-leaning
Sarkozy wing. He is bright and, as a gradu-
ate of the Ecole Nationale d’Administra-
tion, scorned by some as elitist. The left dis-
like him, not least for saying that welfare
dependency is a “cancer” in society. 

His public appeal may be limited, espe-
cially aftera news report suggested that de-
spite being on leave from a public job since
2004, he continued (legally) to accrue pen-
sion credits for it. Though he is “no charis-
matic leader”, as an acquaintance says,
and hardly thrilling to young voters, he
could at least profit from Mr Macron’s own
lack of popularity. Looming cuts in public
spending will soon be felt most in rural ar-
eas, a natural constituency for Mr Wau-
quiez, whose political base is the Au-
vergne-Rhône-Alpes region. 

The probable new leader loses nothing
by trying to prove himself while bigger
party figures such as Valérie Pécresse, pres-
ident of the Île-de-France region around
Paris, stay aloof. She may yet emerge as a
leadership contender in later years—if the
party survives until then. 7
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The centre-right is offering no serious
opposition to Emmanuel Macron

50,000 people have been arrested on simi-
lar charges over the past year.) The bulk of
the evidence against Mr Topuz seemed to
consist of conversations four years ago
with Turkish officials linked to the Gulen
movement, the group accused of spear-
heading last year’s failed coup. The embas-
sy described the allegations against him as
“wholly without merit”.

The incident is not a first. A translator at
anotherAmerican consulate in Turkeywas
arrested in March on suspicion of links to
an outlawed Kurdish insurgent group. An
American pastor, Andrew Brunson, has
languished in a Turkish prison for a year
for alleged contacts with Gulen sympa-
thisers. More arrests may be on the way.
Only a day after the visa suspension, the
authorities issued a summons for another
Turkish employee at the Istanbul consu-
late; police detained his wife and two chil-
dren. On October 11th, a court sentenced a
Wall Street Journal reporter to two years in
prison on terrorism charges. The journal-
ist, a Finnish-Turkish dual national, was in
America at the time of the ruling.

Despite Donald Trump’s remark, made
during a meeting on September 21st with
Turkey’s president, Recep Tayyip Erdogan,
that the two NATO countries were “as close
as we’ve ever been”, relations have been
headingsouth forat least a couple of years.
Most Turks continue to believe that Ameri-
ca had a hand in the failed coup, a belief
compounded by the fact that its suspected
ringleader, the Islamic preacher Fethullah
Gulen, lives in Pennsylvania. Mr Erdogan
has been seeking the imam’s extradition
for over a year. The evidence against Mr
Gulen is mounting, but it remains far from
conclusive. 

Turkey is also livid with America, its
NATO ally, for arming a Kurdish militia it
considers a terrorist group in the war
against the jihadists of Islamic State (IS) in
neighbouring Syria. America, meanwhile,
remains angry that Turkey turned a blind
eye to IS and other jihadist networks on
both sides of the border until about 2015.
Mr Erdogan’s increasingly toxic reputation
in Washington took another hit earlier this
spring, after his bodyguards were caught
on video beatingup non-violent protesters
a mile from the White House.

The Turkish strongman initially tried to
place the blame for the visa row on the
American envoyto Ankara, John Bass. “We
do not consider the ambassador a repre-
sentative of the United States,” he said on
October 10th. A State Department spokes-
man has since responded that the decision
was taken at the highest levelsofthe Amer-
ican government, deepening the dispute.

Most analysts agree that officials on
both sides will now try hard to stop the sit-
uation escalating any further. But with
leaders as impulsive and thin-skinned as
Mr Trump and Mr Erdogan at the helm, ab-
solutely nothing is certain. 7
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Communist nostalgia

Palace insiders

“OH MYGod! We had all of these!”
trills Alina Radu, a 43-year-old

businesswoman visiting the Romanian
Kitsch Museum. She is admiring crochet
doilies, a1980s TV set, decorative glass
fish and the scarves and badges ofRoma-
nia’s Pioneers, a communist-era youth
organisation. “I loved looking like a
general!” The museum, which opened in
May, has proved a hit.

You can lie on a bed and fling fake
banknotes over yourself for a picture—
“though not naked, OK?” chortles a lady
buying tickets for herselfand her 60-
something friends. You can examine
night-light crucifixes, some of the most
tasteless clothes of the past quarter-
century and pictures ofsceptre-wielding
Roma (gypsy) “kings”. But for many the
most interesting items are those which
date from before the revolution of1989.

The grim decades ofRomanian
communism draw substantial crowds.
Across town up to 400 people a day visit
the mansion inhabited by the commu-
nist dictator, Nicolae Ceausescu, and his
family from1965 to1989. After the revolu-
tion the opulent villa became a govern-
ment guest-house, but it was preserved

unchanged. The house is full ofheavy
old-fashioned furniture, gloomy bed-
rooms and plenty ofgold mosaics and
gold taps—though not real gold, the guide
adds hastily: “That was a story spread
during the revolution.”.

It is not just in Romania that locals and
tourists can be persuaded to part with
cash in exchange for tickets to survey
their past. In Albania plans are afoot to
open the house ofEnver Hoxha, the
communist who ruled the country for 41
years. In Rijeka, in Croatia, local authori-
ties have secured EU funding to restore
the Galeb, the once-sumptuous yacht on
which Josip Broz Tito, the Yugoslav
leader, once sailed the seven seas.

Opinion polls in eastern Europe show
that many people believe things were
better under communism. Gabriela
Alexandru, selling tickets at the Kitsch
Museum, has another interpretation. She
thinks visitors are nostalgic “not for the
past, or Ceausescu, but for their youth.”
In the component countries of the former
Yugoslavia they call it “Yugonostalgia”.
Ms Radu agrees. No one wants to go back
to the way it was. But, she says, in those
times people “tookcare ofeach other”.

BUCHAREST

Tourists revel in Iron Curtain kitsch

Those were the days, my friend

ON PAPER, Poland has both a president
and a prime minister. In practice,

there is a third source of authority: Jaro-
slaw Kaczynski, the chairman of the ruling
Law and Justice Party (PiS), who is widely
seen as the country’s real leader. Since
coming to power in 2015, PiS has tried to as-
sert greater control over the country’s
courts, its public broadcasters and its state-
run enterprises. The European Commis-
sion accuses it of undermining the rule of
law and has threatened it with the suspen-
sion of its voting rights. Yet PiS’s most re-
cent problem with its court “reforms”
comes not from EU officials or the opposi-
tion but from the president, Andrzej Duda.

In July, following widespread protests,
Mr Duda unexpectedly used his power of
veto on two controversial laws concerning
the judiciary. Last month, he submitted al-
ternative versions for parliament to con-
sider. His draft laws, presented last month,
tone down some of PiS’s most trouble-
some proposals. Rather than giving the
government power to remove any judge
from the supreme court, the new law sets a
retirement age of 65 for them. This does
mean that about 40% of the current bench,
over 80-strong, would have to stand down
by the end of the year. (The government,
with some justification, says the judiciary
is stuffed with communist-era holdovers,
and is bloated and inefficient.)

Members of the National Judiciary
Council, which nominates all judges,
would themselves have to be approved by
a three-fifthsmajority in parliament, rather
than by a straight vote as originally pro-
posed. That would make it hard for PiS,
which holds only a bare majority of the
Sejm (the lower house), to pack it with loy-
alists. Mr Kaczynski is trying to force Mr
Duda to back down, and has put off voting
on any of the drafts. 

The vetoes are part of Mr Duda’s tenta-
tive push for autonomy. A previously un-
known 43-year-old member of the Euro-
pean Parliamentat the time, he waselected
president in 2015 as a moderate conserva-
tive. Despite formally leavingPiS, he has, at
least until recently, remained loyal to the
party. This summer, though, he blocked the
appointment of several army generals, a
snub to the defence minister, who is close
to Mr Kaczynski. Since his vetoes, criticism
of him has spiked, notably from the justice
minister, who stands to lose from his
changes. “Is the president with us?” won-
dered a recent cover of Sieci Prawdy, a pro-

PiS weekly. In an interviewin that issue, Mr
Kaczynski spoke of “wide-reaching differ-
ences in opinion” with Mr Duda.

Halfway through its parliamentary
term PiS still calls the shots, buoyed by its
social policies, includinga new subsidy for
all children after the first-born, and its re-
fusal to take in refugees from the Middle
East as part of the EU’s relocation scheme.
Support for PiS stands at 40%, compared

with 21% for the centre-right Civic Platform
and 9% for the liberal Nowoczesna. Yet Mr
Duda is even more popular. After his ve-
toes his approval ratings jumped, to
around two-thirds. The fallout over the ju-
diciary is a “dispute for the future of the
state”, Mr Duda told Do Rzeczy, a right-
wing weekly. If he forces the hardliners to
compromise, the impact will be felt far be-
yond Poland’s borders. 7
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SEPARATISM in Europe these days comes draped in a blue flag
with yellow stars. “If in Europe you’re not a member state,

you’re nobody,” said Josep Huguet i Biosca, a Catalan politician
who favours independence, back in 2004. His quote appeared in
a now-dusty manifesto for “An Independent Flanders within Eu-
rope”, published in 2005 by a group seeking liberation from the
yoke of the Belgian state. The Scottish bid for independence, in
2014, was similarly shrouded in European aspirations. For some
of its more starry-eyed advocates, the European Union was sup-
posed to dissolve atavistic nationalisms. In some places, it seems
instead to have encouraged them.

The post-national argument was always overdone. The pow-
ers that voters mostly care about—taxation, public services, wel-
fare—remain largely in the hands of national governments. One
Catalan grievance, for example, is that the rest of Spain lives high
on the hogbyspendingmore oftheir taxrevenues than Catalonia
gets back. Indeed the success of the EU may actually have stoked
rather than quelled the flames of secession, by potentially reduc-
ing its costs. For small states, the EU means access to a large and
deep single market, membership ofa big trading bloc, and even a
dash of foreign and security policy. For Scottish, Catalonian or
Flemish voters, such considerations may well make secession
look less daunting. “Not only does the EU make independence
possible,” argues the Flemish manifesto, “it also stimulates it.”

Catalonia is plainly a viable EU member. It is rich, for the most
part well-governed, and has strong trade links to the rest of Eu-
rope, which takes two-thirdsofitsexports. Like the rest ofSpain, it
is strongly pro-European. But the EU has no provision for dealing
with a region’s secession in defiance of a member country. (Scot-
land’s accession bid would probably have been accepted eventu-
ally, since the UK accepted its right to seek independence.) 

That iswhypro-independence Catalanshave struggled to win
European sympathy. They expected it after footage of riot police
bashing Catalan voters circulated on October 1st. The next day
the European Commission’s turgid daily press briefing was
broadcast live on Catalan television. But beyond a call for re-
straint, the commission had little to offer them: it agreed that the
vote was unconstitutional and left the matter to Mariano Rajoy,
Spain’s prime minister. The main political groups in the Euro-

pean Parliament, courted assiduouslybySpanish ministers, were
similarly reluctant to stir the pot. What support the Catalans have
found comes from friends they would rather avoid: populists like
Nigel Farage and Geert Wilders, Greekanarchists (who invaded a
Spanish embassy) and the odious Julian Assange.

If regions are legally toothless inside the EU, there are other
ways for them to flex their muscles. They establish “embassies”
and hire lobbyists; the Catalanshave effectivelycourted the inter-
national press. When the Belgian Walloons (French-speakers)
threatened to scupper an EU trade deal with Canada last year,
they were publicly denounced by their Flemish brethren. And
citizens have rights enshrined in the EU’s treaties, which could
not be ignored if the violence in Spain escalated. 

But for all the fuzzy aspirations of its founders, the EU remains
firmly a club of its member states. Spain is one; Catalonia is not.
Mr Rajoy has taken supportive calls from the likes ofAngela Mer-
kel and Emmanuel Macron, and this week Donald Tusk, presi-
dent ofthe European Council, publicly urged Carles Puigdemont,
the president of the Catalan government, to step back from the
brink. European leaders, especially those with separatist stirrings
inside their own borders, have each other’s back. “No one would
risk the EU’s cohesion by questioning Spain’s right to handle this
situation,” says one foreign minister. Catalan officials fear that
Madrid will understand the EU’s approach as an endorsement of
its hard line. They are right to. 

A still bigger headache for the Catalans is the “Prodi doctrine”,
named after a former commission president, which states that
any region that breaks away from an EU member will automati-
cally leave the club and have to reapply under the usual rules, a
lengthy process that leaders will have no incentive to abbreviate.
Even if it were to secede with Spain’s consent, an independent
Catalonia would be cut off from the rest of Europe, possibly fac-
ing barriers to the movement of people and goods, perhaps even
ejected from the euro zone. This is a far cry from the romantic vi-
sion Mr Puigdemont has offered his supporters.

Ifat first you don’t secede
The EU is trickyforboth sides in the Catalan debate. The indepen-
dence movement is a coalition that includes radicals who think
the EU is a neoliberal plot from which they seek liberation. The
Spanish government is reluctant to debate an independence pro-
position it considers illegitimate to start with. Yet the prospect of
secession from Europe undoubtedly colours the argument. Lluis
Orriols, a political scientist at Charles III University in Madrid, ar-
gues that independence movements must win their battle on
three fronts: emotional, instrumental and international. By de-
priving the nationalists of the last, and thereby threatening the
second, the EU pulls the rug from under their feet.

This tips some Catalans into magical thinking. The Prodi doc-
trine wasa throwawayremarkwith no legal standing, they argue.
Should Catalonia win its freedom, Europe’s leaders will put prag-
matism before principle and ensure its place in the EU remains
unmolested. Independence-minded business groups even sug-
gest that worried German investors in Catalonia would lean on
Mrs Merkel to shield it from ejection. (Brexit-watchers will recog-
nise this questionable line of thinking.) It is hard for dreamers to
swallow, but the existence of the EU has become the best guaran-
tee of its members’ territorial integrity. For separatists, the EU
once looked like the net that would guarantee their safety as they
leapt into freedom. Instead, it has become their cage. 7
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THE parallels are almost oppressive.
Successive Tory leaders, from Margaret

Thatcher to David Cameron, have experi-
enced painful party rifts over Europe. The
most telling was John Major’s battle in the
1990s with anti-EU Tory rebels over the
Maastricht treaty, which set up the single
currency. Now, as Theresa May fends off
coup attempts from her own backbench-
ers, Tim Bale, a historian of the Conserva-
tive Party at Queen Mary University of
London, detects a whiff of those days in
the air. Indeed, many ardent Brexiteers cut
their teeth causing trouble then.

Theresa May’sproblemsare a lotbigger,
however. Brexit is a far riskier proposition
than arguing over a treaty. The economy is
in worse shape now, with sterling weak
and growth forecastsbeingcut. Today’s far-
left Labour leader, Jeremy Corbyn, is a
more disturbingalternative than hisprede-
cessors. As Mrs May prepares for an EU
summit next week, she might echo Mr
Cameron’s one-time hope that the party
would stop “banging on about Europe”.

Sadly, the timetable makes that impos-
sible. The summit had been due to agree
that sufficient progress had been made on
the Article 50 Brexit divorce (which in-
cludes such matters as EU citizens’ rights,
the border in Ireland and the exit bill) to al-
low the start of talks about trade. But it is
clear this will not happen. Mrs May argued
this week that, after her recent speech in

tional arrangements to avoid a cliff-edge
Brexitwhen the Article 50 deadline expires
in March 2019. The commission’s negotia-
tor, Michel Barnier, still wants to do this.
Yet France and Germany are opposed,
showing again that national governments,
not the Brussels institutions, are the tough-
est customers on Brexit. Informal scoping
out by the EU 27 of both transitional and
trade arrangements is likely to begin after
the summit, even so. One risk is that they
once again cement in place too rigid a ne-
gotiating mandate.

On transition, the reality has always
been that nothing will be on offer except a
prolongation of the status quo. Mrs May
acknowledged this in Florence, when she
said that business should not have to ad-
just twice to a post-Brexit world. This week
she conceded that the European Court of
Justice would continue to play a role dur-
ing this period, which she again said
would last “around two years”. Although
she wasmore ambiguousabout remaining
in the single market and customs union, in
practice Britain will have to stay in both.

That prospect causes jitters among
Brexiteers, who worry that a lengthy tran-
sition will amount to continuing member-
ship without voting rights. Mujtaba Rah-
man of the Eurasia Group, a consultancy,
notes that the past six months have seen
the slow but steady acceptance by Tory
Brexiteers ofa softening ofMrs May’s posi-
tion on transition, on the basis that a year
or two of delay is a price worth paying for
the ultimate prize. But that logic may cease
to work if transition is prolonged and
doubts grow about the final destination.

This has led to the revival of an old fa-
vourite amonghardliners: a no-deal Brexit.
Mrs May’s Florence speech dropped her
earlier mantra that no deal was better than
a bad deal, but her weakening position has

Florence, in which she proposed a transi-
tional arrangement and implicitly offered
some €20bn ($24bn) towards Britain’s tab
in Brussels, the ball was in the EU’s court.
The European Commission promptly
lobbed it back. And Donald Tusk, the Euro-
pean Council’s president, spoke only of
possible agreement in December.

The delays are partly the EU’s fault for
over-rigid sequencing. The truth is that nei-
ther Ireland nor the exit bill can be settled
without some deal on future trade. But
more blame attaches to Mrs May. Her fuzzi-
ness over what Britain wants the eventual
relationship to look like has become grat-
ing. More important, her political weak-
ness is making it hard for the EU to engage
in serious negotiation.

The fact that her snap election in June
backfired is only the starting problem. Her
inability to control the cabinet, with Boris
Johnson, her foreign secretary, openly con-
tradicting the line ofherFlorence speech, is
more aggravating. Her lack of clout in the
party and the desire of many Tory MPs to
replace her before the next election in 2022
further undermine her. She could shore up
her position by firing Mr Johnson, but at
the cost of inflaming Brexiteers’ demands
for her to sack the pro-Remain chancellor,
Philip Hammond, as well.

The hope after the Florence speech was
that, even if trade talks could not start, the
EU would open negotiations on transi-

Brexit and Theresa May’s future

Of balls, courts and no deals

Aweakened Toryprime ministerfaces make-or-breakEuropean Union talks.
Sound familiar?
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2 forced her to wheel it out again. This week
she talked of the need to plan for the worst
outcome. Two new government white pa-
pers, on customs and future trade policy,
discuss the possibility of a contingency
scenario with no agreement. On October
11th Mr Hammond said the Treasury was
not yet ready to spend money on such
plans, but he also warned of the risk of a
“bad-tempered” breakdown of talks.

Some Brexiteers want a walkout be-
cause they fear the referendum will be be-
trayed—a worry amplified when Mrs May
this week refused to say she would back
Brexit in a referendum held today. Even
those who recognise the disruption it
might cause believe that the no-deal threat
strengthens Mrs May in Brussels. Many
reckon Mr Cameron failed to win a better
deal in his renegotiation of Britain’s mem-
bership terms in early 2016 largely because
he was not prepared to walkaway.

Yet there are two problems with reviv-
ing “no deal” talk. The first is the huge po-

tential damage. The risks of airlines ceas-
ing to fly, lorries backing up outside ports
and hospitals losing access to radioactive
materials may be exaggerated, but they are
real even so. A no-deal exit would damage
the EU, too, but a lot less. This leads to the
second problem, which is that other EU
countries do not believe Britain’s threats to
walk out. They see banks and other busi-
nesses already talking of leaving the coun-
try, and they doubt there is a parliamenta-
ry majority in favour ofno deal.

They may well be right. But the danger
they overlook is that, even if a Brexit with
no deal is unlikely to happen deliberately,
it could do so by accident. The clock is tick-
ing and negotiating positions are en-
trenched. The rational outcome of the
Brexit negotiations ought to be a mutually
beneficial deal that gets as close as possible
to keeping frictionless free trade. But nego-
tiations between an implacably legalistic
EU and a politically weakened Mrs May
might not always be rational. 7

“WHAT kind of country do we want
to be?” asked Nicola Sturgeon,

Scotland’s first minister and the leader of
the Scottish National Party, in her closing
speech at the SNP’s annual conference in
Glasgow. A heckler provided an answer:
“An independent one!” The crowd
cheered. But Ms Sturgeon winced.

The shout was a painful reminder that
the party’s ultimate aim of independence
is some wayoff. Afteran abortedpush for a
second referendum earlier this year (the
first such plebiscite was lost by 45% to 55%
in 2014), Scotland’s nationalist party now
hesitates on the topic. Independence will
come “as soon as we can”, said Angus Rob-
ertson, the SNP’s deputy leader. Beyond
that, details are thin. The newfound reti-
cence is simple: 52% of Scots oppose hold-
ing an independence referendum within
the next five years, according to polls by
YouGov. But not many of this number
were in Glasgow. Any mention ofa second
vote on independence was met with wild
enthusiasm by SNP supporters that belied
the project’s indefinite timeline.

Their zeal clashed with a leadership
desperate to use the three-day gathering to
portray the SNP as a party of government,
rather than just independence. Catalan-
flag-wielding delegates were treated to a
buffet of new policies to compensate for
the absence of the one they really want.

Scottish parents will benefit from 30 hours
offree child-care perweek, thanks to an ex-
tra £420m ($550m) in funding by 2021. Bur-
saries worth £20,000 will be handed to
those thinking of becoming teachers. A
publicly owned energy company will sell
gas and electricity at close to cost price.
Some carers will be exempt from council
tax. “We can do all these thingsbecause we
are in government,” pleaded Ms Sturgeon.

As far as the SNP’s leadership is concerned,
the route to independence lies through
good governance.

This path to freedom will not be easy.
The above policies are pricey. Ms Sturgeon
hasmade tentativenoisesabout increasing
taxes. Despite having the power to do so,
the SNP has been reluctant. Tax rises are al-
ways tricky, but especially so for a party
that has built its success on popular give-
aways such as free university tuition. Any
increase would probably not come until
next year. By the time any benefit trickled
into the public finances, the Scottish parlia-
mentary election of 2021 would be nigh,
points out Mark Diffley, an independent
pollster. Voters would have less money in
their pockets and not much in the way of
higher public spending to show for it.

After ten years in power in Scotland, the
SNP’s support is waning. It lost 21 of its 56
MPs in the general election in June, after
half a million voters deserted the party. Its
remaining 35 MPs have small majorities:
the SNP’s safest seat has a cushion of fewer
than 7,000 votes, whereas 22 have major-
ities of under 3,000. In June it was
squeezed by both the resurgent Scottish
Conservatives, who picked up much ofthe
unionist vote, and by Labour, which out-
flanked the SNP on its left. Labour’s revival
in England also weakens the SNP’s argu-
ment that independence is the only way
that Scots can avoid being governed by To-
ries in Westminster.

In the Scottish Parliament, where the
party has 63 out of 129 members, it is on
trackto lose seats in 2021. Though it is likely
to remain comfortably the largest party, it
may lose the narrowparliamentarymajor-
ity in favour of independence.

Brexit adds more confusion, providing
the SNP with both a rallying cry and a
schism. The party’s desire for Scotland to
remain in the EU, in line with the vote of
62% of Scots last year, has been full-throat-
ed. But that sits uneasily with polls show-
ing that about a third of SNP supporters
voted to leave. An independent Scotland
would face barriers to trade with England,
its main trading partner, if one country
were inside the EU and the other outside it.
Yet some Scottish nationalists are banking
on Brexit being such a disaster that clam-
our for separation grows. Independence,
say several MSPs, is a “lifeboat” from the
soon-to-be-shipwrecked Britain. “The
strategy as such is simply: stay in power,
and then hope that someone makes some
awful screw-up,” says Alex Bell, a former
SNP staffer.

Independence is still the aim, but an in-
creasingly distant one. Ms Sturgeon closed
her speech with a plea for patience. For
now, governing comes first. 7
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Lord, make me free—but not yet

GLASGOW

As independence becomes more distant, Scotland’s nationalists focus on governing

¡Viva Escocia!

Correction: An article about Polish Saturday schools
(“Polishing up”, September 16th) said that the Polish
government disbursed £10m ($13m) last year to such
schools in Britain. In fact the amount was £1.2m.
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THE most exciting, if also the most troubling, change in British
politics in recent years is the rebirth of ideology. During the

Blair-Brown-Cameron years, political debate was imprisoned in
the gilded cage ofeconomicand social liberalism. Today thatcage
lies in pieces, smashed by the triple hammer-blows of the finan-
cial crisis, Brexit and Jeremy Corbyn, Labour’s socialist leader.
Britain is consumed byfundamental arguments: about the role of
the nation-state in a global economy; about the costs and benefits
of immigration; and about the merits ofcapitalism.

Surprisingly, the most wide-ranging discussion of capitalism
is taking place on the right. On the left, Mr Corbyn has imposed
strict rules on the debate. On the right, anything goes: Tories have
taken to quoting Yanis Varoufakis, a hard-left Greek economist,
and Robert Reich, a soft-left American academic who once
worked in the Clinton administration and author, most recently,
of “Saving Capitalism”. Peering through the ideological confu-
sion you can just about discern three groups.

Maggie v Marx
The first consists of unreconstructed Thatcherites who think that
all you need to do is replay old vinyl records of Margaret Thatch-
er’s speeches, preferably at top volume, and the electorate will re-
turn to the true faith. This group sees Brexit as an opportunity to
renew Britain’s commitment to tariff-free trade on a global scale.
It argues that the solution to the problems that are driving young
voters to the left lies in rolling back the state rather than rolling it
forward. An article on the housing crisis by Oliver Wiseman on
CapX, a newswebsite, captured this group’s spirit in a line: “Capi-
talism isn’t the problem. Capitalism is the solution.” 

In addition to the fact that they seem as dated as vinyl records,
the Thatcherites suffer from a couple of big problems. They have
played their winning cards: it was easy to win support in the
1980s when you were selling off council houses or shares in pub-
lic utilities, but much more difficult when you are grappling with
the problem of a shortage of affordable housing or high utility
prices. And many people voted for Brexit in order to reassert con-
trol over the market, not to let it rip. 

The second group wants to return to the One Nation Toryism
that dominated the party before Thatcher. This group empha-

sises the creative power of the state to solve pressing social pro-
blemssuch as the shortage ofaffordable homesorthe rise in ener-
gy prices. But it frequently comes across as nothing more than
Corbyn-lite. By conceding that Mr Corbyn has a point on social
housing or university fees but then offering tame solutions, such
as freezing fees at £9,250 ($12,200) orbuilding just 25,000 more so-
cial homes, the doctrine is in dangerofsimply whetting the appe-
tite for Mr Corbyn’s Special Brew. The Conservative Party’s pro-
blems are deepened by the fact that its leadership swings wildly
between these two positions. One moment Theresa May is cele-
brating the free market and condemning Mr Corbyn as a Venezu-
elan-style socialist and the next she is lamenting the failures of
the market and aping his policies. 

A third group of (mostly younger) Tories is trying to produce a
more sophisticated message: one that recognises that, after sever-
al decades of pro-market policies, Britain still suffers from low
productivity and social exclusion, but also grasps that the sol-
ution to these problems does not lie in going back to the big-gov-
ernment corporatism of the 1970s. These Tories are more open
than the Thatcherites to giving the state a bigger role in helping
the disadvantaged, but they are also more aware than the One
Nation Tories of the creative power ofcapitalism.

Lotsofideasare floatingaround, such asgivingshareholders a
mandatory vote on bosses’ pay, encouraging companies to give
shares to workers, and making it easier for family firms to go pub-
lic without sacrificing control, through voting and non-voting
shares. The danger is that these ideas become no more than a
hotch-potch. To succeed, their proponents must focus on two
guiding themes. The first is confrontingBritain’snewvested inter-
ests. Thatcher and her successors took on trade unions and other
working-class interest groups. They were much less successful
with professional interest groups, which have done a remarkable
job of protecting themselves from the downside of the market
while enjoying the upside. Public-sectorbosses enjoy a combina-
tion of private-sector pay and public-sector perks, from grace-
and-favour flats to guaranteed gongs. The heads of public firms
have seen their pay escalate regardless ofperformance.

The second theme is recognising the power of entrepreneurs.
This ought to be obvious. Thatcher’s most enduring achievement
was not selling off houses or utilities but freeing businesspeople
from the serpentine grip of the state. The internet has increased
the power of entrepreneurs to start businesses from nothing and
to transform idle resources (such as spare rooms) into economic
inputs. Britain is a world leader in fintech and artificial intelli-
gence. But the current Tory leadership is blind to all of this. Its
election manifesto was silent on wealth creation. Mrs May
knowsnothingaboutbusiness. Philip Hammond, the chancellor,
is interested in spreadsheets rather than world-transforming
ideas. Greg Clark, the secretary of state for business, energy and
industrial strategy, makes Spreadsheet Phil lookcharismatic. 

The ideological turmoil that Britain is experiencing is forcing
the country to confront long-buried problems. The risk is that it
comes up with answers that end up entrenching them. It should
not give more power to trade unions, as Mr Corbyn argues. Nor
should it apply capitalism with a few cosmetic fixes, as Mrs May
seems to think. The answer is a rebooted capitalism for a new
economicera, using the powerofthe state where it isnecessary to
fixmarket failures and to breakup vested interests, but also recog-
nising the unique power ofentrepreneurs to produce abundance
out ofscarcity and dynamism out ofstagnation. 7
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BY 11.30pm on October 1st, 90 minutes
after Stephen Paddock began firing out

of a window at the Mandalay Bay hotel in
Las Vegas, the floors of the emergency de-
partment at Sunrise Hospital and Medical
Centre were awash with blood. The air
smelled of iron. Staff slipped and slid as
they moved from one patient to another. 

Though experienced in treating gun-
shot wounds, they had never received doz-
ens of patients with multiple injuries from
semi-automatic rifles. Bullets from these
can travel three times as fast as those from
handguns. They not only pierce tissue on
impact but produce shockwaves that burst
arteries and organs. Patients faced death
from blood loss, asphyxiation or both. “It
was like a war zone,” says one surgeon. 

After mass-casualty incidents, compar-
isons to the battlefield typically refer to the
scale. Paddock killed at least 58 people and
injured more than 500, in America’s worst
mass shooting of modern times. Since the
Vietnam war the only battle with a heavier
toll of Americans was in the Iraqi city of
Fallujah in 2004. That battle lasted for 48
days, however; Paddock’s barrage lasted
only ten minutes. 

There is another way in which, after
major attacks, trauma hospitals such as
Sunrise resemble war zones. In recent
years, as they prepare for and respond to

rorist attackwas between 15% and 37%. 
So few of the victims of more recent at-

tacks in rich countrieshave died in hospital
that rates have been much lower. That has
been true both for lone gunmen, as perpe-
trators so often are in America, and for Is-
lamist terrorists using knives, bombs or ve-
hicles, as recently in Europe.

On June 3rd the driver and passengers
ofa hired van ran over pedestrians on Lon-
don Bridge, then marauded through Bor-
ough Market, wielding knives. King’s Col-
lege Hospital (KCH) typically admits three
or four people with stab wounds on a Sat-
urday night. In the hour after the first vic-
tims arrived it received one every five min-
utes. Eight people died at the scene, but all
14 admitted to KCH survived. So did all 34
admitted elsewhere. “The numberofsaves
was truly remarkable,” says Chris Moran,
the clinical director for trauma for Eng-
land’s National Health Service (NHS).

No one died in hospital after the Boston
marathon bombings in 2013. There was
just one death among the 20 Norwegians
admitted to hospital after the attacks by
Anders Breivik in 2011. Hospitals in Paris
saved all but two of the patients admitted
after gunmen and suicide-bombers in-
jured more than 400 people and killed 130
on November 13th 2015. The response to
Las Vegas has not yet been audited, but of
the 104 admissions to the University Medi-
cal Centre of Southern Nevada (UMC), an-
other trauma hospital, just four died.

The improvement in critical mortality
reflects the better treatment of trauma, in
large part inspired by lessons learned on
battlefields. In the second world war about
30% of wounded American soldiers died.
In the Korean and Vietnam wars the share
wasabouta fifth (see chart). By Iraq and Af-

these events, civilian medical teams have
drawn on the experience of their military
peers. That has enabled them to save more
and more patients with critical injuries. 

The best way to measure medics’ suc-
cess in treating victims of mass incidents is
“critical mortality”, the share of those ad-
mitted to hospital with life-threatening in-
juries who die. This is more meaningful
than the ratio of fatalities to injuries, since
different modes of attack cause wounds of
different types and severity. A paper in
2012 co-authored by Christine Gaarder, a
doctor involved in the response to the Oslo
attacks, found that between 2001and 2007
the typical critical-mortality rate after a ter-
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2 ghanistan it had fallen to less than a tenth.
The decline did not happen by chance,

a report by the National Academy of Sci-
ences concluded in 2016. Sturdier armour
helped. But so did the “focused empiri-
cism” of military medical teams who
made incremental improvements to their
treatment of the wounded. Civilian medi-
cine has since embraced both clinical pro-
cedures developed in wartime and that
way of thinking. Higher survival rates are
mostly not about decisions taken by indi-
vidual doctors, says Malcolm Tunnicliff,
the clinical director for emergency and
acute medicine at KCH. “It is the whole sys-
tem that saves people’s lives.”

That system was, until recently, deeply
flawed. In 2010 Britain’s National Audit Of-
fice (NAO), a government watchdog, pub-
lished a report into trauma care noting that
mortality rates in England had barely im-
proved in two decades. Critically ill pa-
tients were brought to their nearest hospi-
tal, meaning few hospitals saw enough
cases to gain expertise in urgent, complex
and multiple injuries.

During major incidents British hospi-
tals were overwhelmed. Joshi George, a
neurosurgeon, did his first shift as a junior
doctor on August 15th 1998, when Republi-
can terroristsdetonated a bomb in Omagh,
Northern Ireland, killing 29 people. He re-
members the smell ofburnt flesh and mor-
tar oil—and that “there was really no
set-up.” The walking wounded took buses
to the local hospital, filling beds needed for
the critically ill. Communication between
hospitals was poor, a failing also evident
after the bombings in London on July 7th
2005. With phone networks jammed,
medical students were sent running from
site to site with messages on paper.

After the NAO report the NHS restruc-
tured its trauma care around 27 expert hos-
pitals. Critically injured patients now tra-
vel to expert hospitals even if that means
passing a local hospital on the way. That
has improved the odds of surviving every-
day traumas such as car crashes. (Trauma
causes one in ten deaths globally and in
many countries is the commonest cause of
death for under-45s.) The NHS estimates
that the change has saved 300-500 lives a
year. The Netherlands and Germany have
adopted similar “hub and spoke” systems.

Specialist trauma hospitals help save
lives after major incidents. Partly this is be-
cause their doctors are more experienced.
Between 30% and 50% of the critical inju-
ries seen at KCH are from penetrative inju-
ries, mostly knife attacks, often by gangs
who inflict multiple wounds because they
have learned how expert the hospital is in
keeping their victims alive.

It is also because these hospitals are
central to cities’ major-incident plans. Lon-
don’s four main trauma hospitals (KCH,
Royal London, St George’s and St Mary’s)
must be prepared to receive patients with

“injury severity scores” above15; that is, on
the verge of death. They must be able to
clear at least ten beds within two hours
and halt elective surgery. On-call staff must
be able to turn up within 30-60 minutes.
Enough blood for two to four hours, and
surgical kit for 12 hours, must always be
available.

Paris’s plan blanc gives the city the pow-
er to commandeer 40 hospitals and
100,000 health-care professionals. The
scale reflects France’s disastrous response
to a heatwave in 2003, when15,000 people
died. Israel’s hospitals must plan for deal-
ing with 120% of normal bed capacity in
case of emergency, and be able to increase
that to150% in times ofwar.

Emergency responses are regularly re-
hearsed. Medics at UMC carry out two
large drills each year, and were briefed by
doctors from Orlando after the Pulse night-
club shooting last year. A week before the
attack on Westminster Bridge on March
22nd, in which an Islamist terrorist injured
more than 50 pedestrians and killed four
by driving into them, as well as stabbing a
police officer to death, London’s doctors
had done a run-through. Hours before the
November 2015 Paris attacks the city’s doc-
tors had practised their response to a mass
shooting. Duncan Bew, the clinical director
for trauma and acute surgery at KCH, is
fond of the saying about no plan surviving
first contact with the enemy. But planning
and practice build in a “reflex”, he says, aid-
ing medics to improvise when events do
not go as rehearsed.

The medical response begins at the
scene. The first ambulance arrived at Lon-
don Bridge three minutes after the van at-
tack was reported, as the stabbings contin-
ued in Borough Market. A three-day
rampage by gunmen in Mumbai in 2008

had alerted European police forces to the
need to plan for cordons to protect para-
medics, says Cressida Dick, the head of
London’s Metropolitan Police. On June 3rd
the London Ambulance Service and the
Met demarcated unsafe “hot” zones from
“cold” zones, where paramedics treated
patients and set up casualty-clearing sta-
tions to dispatch them to hospitals.

After a mass incident patients must
quickly be triaged according to the severity
of their injuries: P1, life-threatening; P2, se-
rious; and P3, walking wounded. (P4 is
dead.) The priority of medics on the scene
is to get P1s to hospital alive. Labelling a P1
patient as P3 is of course dangerous but
“over-triage” is also associated with higher
mortality, since it can clog up wards.

Stopping heavy bleeding is crucial.
Blood loss is the cause of 30-40% of deaths
from trauma. Yetuntil around a decade ago
tourniquets were not routinely used.
Poorly applied they can destroy nerves or
limbs. But going without is usually more
dangerous. Between 2005 and 2011 in Iraq
and Afghanistan tourniquets, including
new versions that clamp big, hard-to-find
vessels such as the femoral artery, which is
buried deep in the pelvis, saved up to
2,000 American lives, according to the Na-
tional Academy of Sciences. Simple steps
can ensure that tourniquets are not left on
too long. British soldiers write “T” on the
forehead of anyone receiving one, so doc-
tors are reminded to remove it.

Tourniquets are now commonplace in
civilian medicine, as are haemostatic pow-
ders that clot blood. But there are not al-
ways enough. After Parisian medics used
their belts as improvised tourniquets,
many arrived at the hospital with their
trousers falling down.

Precious moments
Another lesson from military medicine is
to do the minimum to keep people alive,
then get them to a specialist hospital as
soon as possible. In the Vietnam war it
took on average 45 days for a critically in-
jured soldier to reach America. From Af-
ghanistan and Iraq it tookfour. One soldier
injured by a mortar attack in Balad, Iraq,
was moved from the blast site to a field
hospital, then to Germany, and finally to
Virginia, all in under 36 hours.

Speed saved lives in Paris and London,
too. The first two patients to arrive athospi-
tal from the 2015 Paris attacks did so by taxi.
They did not even realise they had been
shot. Police officers took two colleagues hit
by the van on London Bridge to St Thomas’
Hospital nearby using a makeshift stretch-
er. After theyhad been stabilised they were
taken to KCH. Without this “scoop and

Rehearsing for the worst in Paris

Editor’s note: The Economist is conducting a survey of
readers and subscribers. We are keen to find out more
about your views of this newspaper. To take part, please
visit: economist.com/survey17
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2 run” both would have died.
In the minutes before patients arrive

doctors prepare for the surge. As the Lon-
don Bridge incident unfolded, KCH set up
its command structure. Switchboard oper-
ators alerted on-call staff, though most
found out an attack was under way via
Twitter or WhatsApp and set out un-
prompted. When they arrived at KCH they
received a one-page “flash card” explain-
ing their role. Senior doctors check sup-
plies. Whole blood containing plasma,
platelets and red blood cells is readied. Re-
cent research has shown that transfusing
thismixture rather than individualcompo-
nents improves survival rates. Some inci-
dents require specific equipment. On his
drive to KCH as fire engulfed Grenfell Tow-
er in London on June 14th, Dr Tunnicliff
toldprocurement teamstograbkits for cya-
nide poisoning, since this is caused by in-
haling fumes from burnt upholstery.

Once a major incident has been de-
clared, medics may take a moment to steel
themselves. An anaesthetist working the
night shift on May 22nd, when a home-
made bomb placed by an Islamist terrorist
in the Manchester Arena injured 250 peo-
ple and killed 22, many of them children,
says he tried to visualise what was coming,
like a sportsman before a match. That
helped, a little. The extent of the shrapnel
injuries meant that several staff were cry-
ing as they operated on the injured girls.

Faster than a speeding bullet
As the surge begins doctors perform an-
other triage, usually at the entrance of the
resuscitation room. Patients may have de-
teriorated, especially if they have spent a
long time waiting in the hot zone. Others
may later decline in hospital. On June 3rd
one patient brought to KCH from the Lon-
don Bridge attack had been assessed as P3;
despite being stabbed in the back of the
head he was walking around. But soon
enough he was reassessed as P1because of
a blood clot and whisked to theatre.

Once inside the resuscitation room Dr
Bew started logging patients’ details in a
notebook. In Paris patients were tagged
with barcodes denoting their triage status.
But keeping tabs on patients is more rudi-
mentary in the NHS. As it is in Las Vegas:
doctors in Sunrise wrote patients’ triage
status and details of their injuries directly
onto them.

Doctors are trying to make sure patients
do not need to return to the resuscitation
room. That requires senior doctors to treat
individual patients at the same time as
keeping tabs on what is happening in the
rest of the room. At KCH, every 15 minutes
the clinical directors shouted out situation
reports. Radiology is often a bottleneck en
route to the intensive care unit (ICU) or op-
erating room. So hospitals are bringing
scanning equipment closer to it. X-rays re-
veal lungs collapsed from stab wounds;

whole-body CT scans pick up the internal
injuries from blast wounds. Bullets and
shrapnel burrow into odd places.

Twenty years ago trauma doctors
would “stay and play”, notes John Hol-
comb, a trauma surgeon and professor at
the University of Texas. Now, rather than
do everything a patient needs in one go,
surgeons will do the minimum necessary
to save life and move on to the next case.
After the Paris attacks the first patient ad-
mitted to Hôpital Saint Louis spent just 30
minutes on the operating table. Surgeons
removed two bullets from his abdomen
and cut out 60cm of his intestine. They left
three less life-threatening bullets to be re-
moved later, and sent him to the ICU. This
“damage control” approach is inspired by
the armed forces. In emergencies surgeons
at Camp Bastion, the British base in Af-
ghanistan, aimed not to operate on any pa-
tient for more than an hour.

Most surgery has become highly spe-
cialised. “Even brain surgeons can’t oper-
ate on every part of the brain,” says Dr
George. But trauma requires surgeons to
operate across anatomical boundaries un-
der extreme pressure. After the London
Bridge attack doctors at KCH performed
more than a dozen chest drains and “clam-
shell” thoracotomies, where the chest is
cutopen in an arcbeneath the rib cage. Sur-
geons tied severed bowels and clamped
vessels. They cleaned wounds thoroughly,
fearful of contamination when the same
knife is used on multiple people.

But they did not linger. Trauma medi-
cine is not for perfectionists or mavericks.
Teamwork is essential. One surgeon at
KCH recalls draining a patient’s chest at the
same time as cardiac, vascular and facial
surgeons were operating. In Las Vegas’s
hospitals, surgeons rushed to deal with the
carnage wrought by semi-automatic
weapons. Bodies were littered with bul-
lets. Some had entered at odd, multiple an-
gles as people crouched in an attempt to

protect themselves. 
After the surge subsides, hospitals try to

return to their normal schedule as soon as
possible. But a major incident can be de-
clared over too soon. Some hospitals in
Manchester restarted elective surgeries a
few hours after the bombing. Yet in the fol-
lowing ten days the injured required 139
hours of additional theatre time—about
two normal weeks’ worth ofsurgery. 

Saving more lives means a greater need
for rehabilitation, both physical and psy-
chological. Trauma hospitals are increas-
ingly bringing physiotherapists and rehab
doctors onto ICU rounds rather than refer-
ring patients later. In Paris a 35-strong team
of psychiatrists and psychologists was
called up as part ofplan blanc. In Manches-
ter a dedicated “bereavement service”
counselled the parents ofvictims. 

It is not just patients who need psycho-
logical support. One doctor involved in the
Manchester attacks still hears the voices of
injured parents who awoke screaming for
lost children. In the resuscitation room
after the Grenfell fire staffhad allowed crit-
ically ill patients to use phones to speak to
trapped loved ones for the last time. Hospi-
tals such as KCH are using a peer-to-peer
counselling method used by the British
army for post-traumatic stress. 

Each major incident is followed by ef-
forts to learn lessons from how it played
out. Professor Moran has overseen de-
briefs for the Westminster, Manchester
and London Bridge attacks. It is vital, Dr
Bew says, for trauma doctors to admit their
mistakes and for hospitals to have an open
and honest attitude towards error. 

All of which will help trauma teams to
keep improving. They will need to. The
treatment of victims of terrorism has been
transformed by lessons learned by trying
to save injured soldiers. But as the attack in
Las Vegas shows, those seeking to harm ci-
vilians will continue to test those who deal
with the aftermath. 7

Heroes run towards danger
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DEREGULATION, along with tax cuts
and trade reform, is one of the three

pillars of President Donald Trump’s eco-
nomic agenda. Republicans promise that,
freed of red tape, American firms will in-
vest more and unleash faster economic
growth. And while Mr Trump has yet to
unite his party around a majorpiece of leg-
islation, the White House has plenty of
sway over regulatory policy. For a start, the
government agencies Mr Trump com-
mands can regulate and deregulate on
their own (subject only to the instructions
that Congress has given them in the past).
How much red tape have they managed to
tear down since Mr Trump tookoffice? 

Regulation is difficult to measure pre-
cisely, but the long-term trend towards ex-
cessive rulemaking has been obvious. In
1970 there were about 400,000 prescrip-
tive words such as “shall” or “must” in the
code of federal regulations, according to
the Mercatus Centre, a libertarian-leaning
think-tank. Today there are 1.1m (see chart
on next page). Wonks of many stripes
agree that this is far too many and that the
rule book must be shortened. Agencies
have rarely combed over old edicts to see
whether they are worth keeping. The pro-
blem predated Barack Obama’s adminis-
tration; both Republicans and Democrats
have presided over regulatory expansions.
That said, Mr Obama was an unusually
prolific rule-writer, because formuch ofhis

fore still subject to review by Congress,
from going into effect. Not only were those
regulations blocked (by means of the Con-
gressional Review Act, or CRA); agencies
will never again be able to write replace-
ments that are “substantially the same”
without lawmakers’ express approval. Be-
fore 2017, Congress had exercised its power
to review regulations only once: in 2001,
after George W. Bush came to office, it
blocked a set of standards for chairs and
desks aimed at stopping office workers get-
ting backpain.

Yet wielding CRA as a deregulatory
weapon has its limits, for Congress can re-
view only rules issued during its previous
60 days in session. Tackling the bedrock of
regulation is far harder. Three approaches
are possible: later implementation of new-
ish rules, looser enforcement of existing
ones, and formal rollbacks ofothers. 

Make America wait again
The first tactic, delay, is being used with
abandon. For example, the Labour Depart-
ment is trying to stave offparts ofa new “fi-
duciary rule”, which requires investment
advisers always to work in the best inter-
ests of their clients. (This requirement, like
many seemingly simple rules, has some-
how spawned hundreds of pages of legal-
ese.) The fiduciaryrule came into partial ef-
fect in June, but the administration is trying
to postpone enactment of the remainder,
which would give the edict teeth, by 18
months, to July 2019. 

Delays do not always work. When Scott
Pruitt, a sceptic on climate change who
heads the Environmental Protection Agen-
cy (EPA), tried to put offa regulation aimed
at curbing emissions of methane, a power-
ful greenhouse gas, from oil and gas wells,
a federal court found the decision to be
“unreasonable”, and blocked it. “I can’t tell 

presidency a hostile Congress meant that
regulation was often his best tool.

Against this backdrop, the impact of the
Trump administration has been dramatic.
The flow of new rules is suddenly a drib-
ble. Since Mr Trump was inaugurated the
number of regulatory restrictions has
grown at about two-fifths of the usual
speed. In the last year of the Obama ad-
ministration, the federal government
wrote 527 regulations deemed “signifi-
cant”. Mr Trump’s bureaucrats have
penned only 118. And even that number is
artificially high, because many of those
edicts served only to delay or weaken Mr
Obama’s rules. Examples of genuinely
new regulations are few and far between.
The White House has acknowledged only
one—a rule aimed at reducing the amount
of mercury dentists discharge into sewers,
which went into effect in July.

Mr Trump has slowed rulemaking in
two main ways. First, on coming to office,
he ordered government agencies not to im-
pose any net new regulatory costs on com-
panies, regardless of the benefits of doing
so, and said that in order to write any new
rules they would have to repeal two old
ones. Because it takes time to unearth and
discard dud rules, the practical effect ofthis
has been to put a brake on new issuance. 

Second, Mr Trump has signed 14 bills
stopping rules that were issued late in the
Obama administration, and were there-

Deregulation in America

Trump v the rule book
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The White House has found it easy to stop newregulations in their tracks.
Repealing old ones will be much harder

Business
Also in this section

57 American factories’ skills shortage

58 McKinsey’s South African troubles

59 Procter & Gamble’s close shave

59 Kobe Steel falsifies data

60 Fake smartphone apps

61 Schumpeter: The nuclear option



56 Business The Economist October 14th 2017

1

2 you how illegal that proposal was,” says
Bill Pedersen, an environmental lawyer.

The second method—enforcing rules
lightly, if at all—can be implemented
through handy budget cuts. For example,
Mr Pruitt has proposed slimming the agen-
cy’s budget by almost a third, though the
idea met a frosty reception in Congress. 

But it is the final approach, rescinding a
regulation altogether, that is the trickiest to
pull off. The EPA hopes to repeal the two
main Obama-era environmental regula-
tions: the Clean Power Plan, aimed at re-
ducing carbon-dioxide emissions from
powerplants, and the Waters ofthe United
States (WOTUS) rule, which expanded the
scope of federal regulation of waterways.
Neither has ever come into effect, because
both have been delayed by lawsuits
brought by states and affected firms. Some
such challenges to Obama-era rules have
ended successfully. A court in August
struck down a Labour Department rule
thatgreatlyexpanded the numberofwork-
ers eligible for overtime pay. 

Unless courts invalidate a regulation,
though, undoing it is “like turning a battle-
ship around”, says Steven Silverman, a
lawyer who worked at the EPA for almost
four decades. Agencies must start a fresh
regulatory process, consult interested par-
ties and show why their old cost-benefit
analysis was wrong—a procedure itself
vulnerable to legal challenges. While those
play out, the Democrats could win back
the White House and change course again.

For now, the administration’s tactic has
been to try to stall the court cases, to keep
the rules from taking effect, while they pre-
pare replacements. But the administration
may eventually have to convince judges
that Mr Obama’s numbers were wrong.
That will be easier in some cases than in
others. Mr Obama’s administration often
cast around for additional benefits to justi-
fy new rules. Sometimes, its methods were
unprecedented. For example, the adminis-
tration included the boon to foreign coun-
tries when totting up the value of reducing
carbon emissions. The proposal to with-
draw the Clean Power Plan, which was re-
leased on October 10th, shows that Mr
Trump’s regulators have ditched that cal-
culation. They have also taken a harder
stand on so-called “co-benefits”, the posi-
tive side-effects of regulations.

The question is how fast the Trump ad-
ministration will run in the exact opposite
direction. The White House is focused on
reducing costs to companies; wider bene-
fits barely seem to enter its thinking. This
particularly threatens environmental regu-
lations, which tend to have the biggest
costs, but also the largest benefits (see chart
2). In reassessing the economic impact of
WOTUS, the EPA took just a few short sen-
tences to dispense with at least $300m in
annual benefits to wetlands that had been
included in the agency’s 2015 analysis. The

Clean Power Plan replacement disregards
entirely the effect that cutting carbon
would have on reducing other noxious
emissions that cause premature
deaths—an omission that will surely invite
a legal challenge.

Yet in other areas the administration
seems more thoughtful than zealous. Take
financial deregulation. In January Mr
Trump made a crude promise to “do a big
number” on Dodd-Frank, Mr Obama’s fi-
nancial law, which has spawned thou-
sands of pages of associated rules. Yet the
two reports the Treasury has published on
the subject have been detailed and rigor-
ous. The first, on banking, contained a vari-
ety of relatively moderate proposals, such
as raising the threshold above which
banks must carry out “stress tests” from
$10bn of assets to $50bn, and excluding
cash and Treasury securities when calcu-
lating banks’ leverage. 

The second report, released on October
6th, concerns capital markets. Equity mar-
kets do not seem to be doing their job well,
it says, as seen by a fall in the number of
public companies, possibly because of reg-
ulatory complexity. But elsewhere it warns
of the risks that Dodd-Frank funnelled to-
wards so-called “clearing houses”, such as
LCH.Clearnet and Intercontinental Ex-
change. The Treasury argues that clearing
houses should be subject to “heightened
regulatory and supervisory scrutiny”.

Those are not the words of an adminis-
tration bent on wanton financial deregula-

tion. Instead, figures such as Jay Clayton,
the new chairman of the Securities and Ex-
change Commission (SEC), and Randal
Quarles, whom the Senate confirmed on
October 5th as the Federal Reserve’s vice-
chairman for (bank) supervision, are likely
to prune existing regulatory structures. In
September the Fed and the Federal Deposit
Insurance Corporation (FDIC) gave a taste
of what is to come. They said banks may
now be allowed to refile their “living
wills”, which set out how they could be
dissolved in a crisis, every two years rather
than annually, so long as their business
had not changed materially. This is hardly
revolutionary, yet it is important to banks. 

Some rulemaking is beyond the admin-
istration’s reach. On October 5th the Con-
sumer Financial Protection Bureau (CFPB)
said it would require payday lenders, who
offer short-term loans at very high interest
rates, to carry out new affordability checks
before advancing credit. The agency will
also limit lenders’ access to borrowers’
bank accounts. The CFPB can keep regulat-
ing in defiance of Mr Trump because—like
the SEC—it is independent, meaning the
president cannot dismiss its leadership
without good reason. 

Alternative facts
There can be little doubt that fewer federal
regulations are in place today than would
have been were Hillary Clinton president.
But until many more rules face the chop,
companies are unlikely to benefit all that
much. Few mentioned deregulation in
their second-quarter earnings calls this
summer. When economists at Goldman
Sachs, a bank, surveyed their stock-pickers
in May, regulation was not considered the
key policy issue in a single sector. Analysts
emphasised tax reform instead. 

The exceptions were watchers of tech-
nology, media and telecoms firms, who
emphasised the importance of antitrust
regulation. The Trump administration’s at-
titude towards consolidation in those in-
dustries, most notably a proposed merger
between AT&T , a wireless giant, and Time
Warner, a content empire, is unclear. Inter-
net service providers (ISPs) would also get
a boost if the Federal Communications
Commission succeeds in loosening
Obama-era rules on “net neutrality” (the
principle that different sorts of web traffic
should be treated equally).

Despite the lack of much true deregula-
tion, the new approach in Washington
does seem to have boosted business confi-
dence. The “tone” of federal regulators has
changed, notes one seniorWall Street exec-
utive, and slowing the flow of new rules
has reduced regulatory uncertainty. Parts
of Main Street agree: the percentage of
small firms reporting regulation as their
biggest concern has fallen slightly, from
20% a year ago to 16% today. Another sign,
perhaps, is that the overall optimism of
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2 small businesses surged after the election
to close to an all-time high, and has yet to
fall backmuch.

Whether deregulation translates into
faster economic growth will only become
clear over time. The range of estimates re-
garding how much regulation affects
growth is wide, while the quantity of evi-
dence is thin. Economists at the White
House point to a study by Mercatus which
argues that if regulations had been frozen
at their 1980 level, growth would have
been 0.8 percentage points higher per year.
Critics say that this actually implies a rath-
ersmall growth effect, given thatMr Trump
is taking aim at a relatively small number
of Obama-era rules. The study also seems,
implausibly, to blame regulation for a fall
in investment after the financial crisis.

Ultimately, whether or not such claims
are put to the test depends on whether the
Republicans keep the White House in
2020. If they do, Mr Trump will have time
to overcome the inevitable legal chal-
lenges to his agenda. America would prob-
ably see a large-scale deregulatory experi-
ment. Iftheydo not, the currentperiod will
look more like a regulatory hiatus than the
beginning ofa reversal. 7

“WE ARE always short ten to 20 peo-
ple,” says Jack Marshall, the man-

ager of PPG’s plant in Oak Creek, Wiscon-
sin. The company makes coatings, paint
and speciality materials for customers
such as Harley Davidson, a motorcycle
manufacturerbased in the state, with a pal-
ette ranging from black denim to candy
orange. His factory employs 550 people,
many of whom must work overtime. It is
hard to fill jobs, he explains, because many
still think factory work involves repetitive
assembly-line tasks, as in the candyfactory
on the old TV sitcom “I Love Lucy”. 

As part of trying to shed this outdated
image, America’s manufacturing industry
has for the past five years celebrated the
first Friday in October as National Manu-
facturing Day. Some 2,800 events across
the country were organised this time
round, ranging from factory tours to ban-
quets. Intel, a chip giant, displayed its wa-
fer-fabrication equipment at its enormous
semiconductor manufacturing campus
outside Portland, Oregon. Toyota showed
visitors its robots and other advanced
equipment used to make trucks at its fac-
tory in San Antonio, Texas. 

The notion of a fading economic sector
arises from a big drop in manufacturing
employment over the past two decades
(see chart). Some places were hit especially
hard. From 1980 to 2005, for example, the
number of factory jobs fell by some 45% in
Rochester, New York, and in Scranton,
Pennsylvania. Many people, including
President Donald Trump, reckon that glo-
bal trade, especially with China, is largely
to blame. When Taiwan’s Foxconn, the
world’s largest contract manufacturer,
which employs over 1m people in China,
said this summer it would build a factory
in Wisconsin employing up to 13,000 peo-
ple in return for $3bn in various tax breaks
and subsidies from the state, Mr Trump
called a press conference to celebrate. 

However, studies show that the major-
ity ofpast factory job losses were the result
of investments in automation, which con-
tinue to pay off. American manufacturing
has more than doubled output in real
terms since the Reagan era, to over$2trn to-
day. Productivity is soaring. Output per la-
bour-hour rose by 47% between 2002 and
2015, outpacing gains in Britain, France and
Germany. A survey of global chief execu-
tives conducted in 2016 by Deloitte, a con-
sultancy, found that bosses expect Ameri-
can manufacturing to become more
competitive than China’s as soon as the
next few years, in part because pay for Chi-
nese workers has risen. A closely followed
index of American manufacturing activity
hit a 13-year high in September. 

America’s most technologically-ad-
vanced manufacturers are now expanding
confidently. Take, for example, factories in
Connecticut, which long ago led the coun-
try but which have suffered badly in recent
decades (from 1980 to 2005, manufactur-
ing employment in Hartford, the state’s
capital, collapsed by half). In the 1800s lo-
cal manufacturers including Eli Whitney,

who invented the cotton gin, perfected the
use of interchangeable parts. Those grimy
workshops made muskets and machine
tools. Today the state’s manufacturers
make the high-tech products of their age.

General Dynamics Electric Boat (EB), a
local defence contractor, won a $5.1bn con-
tract in September to develop a new class
ofnuclear-powered submarines. It expects
to hire between 15,000 and 20,000 work-
ers by 2030. Pratt & Whitney (P&W), a divi-
sion of United Technologies Corporation
that makes jet engines, plans to hire some
8,000 workers in Connecticut (and 25,000
worldwide) over the next decade.

A huge problem is that factories are
struggling to find enough skilled workers.
The Manufacturing Institute, an industry
body, and Deloitte calculate that there will
be nearly 3.5m manufacturing job open-
ings in America in the decade to 2025, but
that 2m may go unfilled. Scott Peterson,
chiefhuman-resources officer at Schwan’s,
a privately owned food-manufacturing
firm based in Minnesota, says he is strug-
gling to find workers. The state is short of
around 200,000 employees, he says.

Much is being done to address a nation-
al shortage of skills. A coalition of research
institutes, manufacturers and federal agen-
cies in 2014 launched the National Net-
work for Manufacturing Innovation. This
public-private partnership aims to speed
up the development and adoption of such
advanced techniques as 3D-printing and
digital manufacturing, and to help train
workers in these areas.

Policymakers, educators and compa-
nies in several states are trying to promote
innovative local training schemes. JPMor-
gan Chase, a bank, recently announced an
investment worth $40m in Chicago’s
struggling South and West Sides over three
years; it is also helping to revitalise Detroit.
Some money in Chicago will go on a robot-
ics-technology training programme for
jobs in advanced manufacturing.

Manufacturing

Making it in
America
OAK CREEK, WISCONSIN

American factories could prosper if
theyfind enough skilled workers

Rise of the machines

Sources: BLS; Federal Reserve
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MCKINSEY, a global management con-
sultancy known for its discreet pro-

file and rarefied air, is unused to the sort of
tub-thumping popular revolt it is experi-
encing in South Africa. Such is public out-
rage over the Guptas, an Indian-born busi-
ness dynasty accused of growing rich off
their relationship with President Jacob
Zuma, that a few professional-services
firms linked to the family, includingMcKin-
sey—as well as SAP, a German software
giant—have become targets of Twitter
storms and protest banners.

Anti-corruption groups and the opposi-
tion Democratic Alliance (DA) have drawn
blood in the case of Bell Pottinger, a British
public-relationsfirm accused oforchestrat-
ing a racially divisive public-relations cam-
paign on behalfofthe Guptas. Acomplaint
by the DA to a British PR industry associa-
tion set in motion Bell Pottinger’s swift im-
plosion in September. At KPMG, a global
audit firm, eight senior executives in South
Africa left in the same month because of
the firm’s work for the Guptas. Such victo-
ries have fuelled the mood. On October
5th civil-society groups picketed McKin-
sey’s Johannesburg offices.

At the heart of the affair are allegations
of “state capture” by the Guptas, who
moved from India to South Africa in the

1990s and turned a computer parts busi-
ness into a conglomerate with properties
in media, mining and professional ser-
vices. One of Mr Zuma’s sons, Duduzane,
has worked for the family. A report in 2016
by South Africa’s public protector, an inde-
pendent ombudsman, detailed allegations
that the Guptas had meddled in cabinet
appointments and used their connections
to scoop lucrative government contracts
(they and Mr Zuma have repeatedly de-
nied any wrongdoing).

McKinsey did highly-paid work for Es-
kom, a state-owned electricity monopoly
at the centre of several of the “state cap-
ture” allegations. Documents show that
McKinsey worked with Trillian Capital, a
local consultancy that until recently was
owned by Salim Essa, a Gupta associate, as
part ofwinning contracts from the utility. 

As an international firm requiring a lo-
cal partner, McKinsey had previously
worked with a related company called
Regiments. The consulting firm says that
after Trillian emerged from Regiments in
late 2015, it carried out a due diligence re-
view and cut its ties with Trillian a few
months later. McKinsey says it never en-
tered into a formal contract with Trillian or
made payments to the company, and there
are letters to show that McKinsey warned
Eskom about the risks of doing business
with Trillian.

But that has not put a stop to questions
about the relationship. A former executive
of Trillian, Bianca Goodson, has alleged
that Trillian acted as a gatekeeper, using Mr
Essa’s connections to land contracts and
then passing the workover to “internation-
ally recognised companies” including
McKinsey. The firm stands behind its work
for Eskom, says Steve John, global director
of communications at McKinsey. Neither
the Gupta family nor any company public-
ly linked to the Guptas has ever been a cli-
ent of the firm, he notes. It has hired a law

firm, Norton Rose Fulbright, to carry out a
detailed internal investigation.

It is an embarrassing situation for a
group that prides itself on operating as
“One Firm” across its local offices, says
Tom Rodenhauser of ALM Intelligence, a
market-research firm that monitors the
consulting industry. McKinsey has weath-
ered damage to its reputation before; in
2010 one of its consultants pleaded guilty
to passing inside information to a New
York-based hedge fund, Galleon Group.
McKinsey’s close links with Enron also
meant that its reputation was tarnished by
the energy company’s collapse in 2001. 

Politicians’ scrutiny may drag on. The
DA party says it will push for the firm’s ex-
ecutives to appear before a parliamentary
inquiry into Eskom this month. The party
has also gone to the police to file a com-
plaint of fraud and racketeering against
McKinsey, and written to America’s Secu-
rities and Exchange Commission and Brit-
ain’s Serious Fraud Office (the firm had no
comment about the DA’s complaints). 

Public anger has also focused on the
fees charged by McKinsey to Eskom, a pub-
lic entity. According to a report by Eskom
and G9 Forensic, an anti-corruption con-
sulting firm, McKinsey and Trillian earned
1.6bn rand ($117m) for work done in 2015
and 2016, and expected to make another
7.8bn rand. A second review commis-
sioned by Eskom from Oliver Wyman, an-
other consulting firm, into its contracts
with McKinsey, found a “veryunusual” fee
structure that resulted in costs above in-
dustry norms. On October 5th Eskom de-
manded that McKinsey pay back1bn rand.
(McKinsey said it would support a high
court review of the contract and repay its
fees if the deal were found to be illegal).
Standard Bank, Africa’s biggest lender by
assets, is reviewing its relationship with
McKinsey. The publicity is likely to test the
loyalty ofmany other African clients. 7

McKinsey in South Africa

In the eye of the
storm
JOHANNESBURG

The consulting giant is in trouble for
working with a firm tied to the Guptas

An unfamiliar sight for McKinseyites

In Connecticut, too, schools as well as
factories are being upgraded. Mary Moran,
the principal ofEli WhitneyTechnical High
School near New Haven, says that just five
years ago its facilities looked like some-
thing out of the 1950s. Its workshops are
now equipped with computerised lathes
and precision-measurement machines. At
HousatonicCommunityCollege in Bridge-
port, students earn qualifications in metal-
working, factory safety and Six Sigma (a
statistical method for quality control), and
gain experience with local manufacturers. 

Itwill take more than a fewenterprising
colleges, and local partnerships with com-
panies, to tackle America’s yawning skills
gap, but these are a start. By encouraging
lots of initiatives, policymakers and manu-
facturers can judge what works best and
copy successes elsewhere, and on a larger
scale. Continued technological progress
will keep manufacturing employment
from returning to past heights. But if firms
can find enough skilled workers to guide
the machines, the sector’s output could
really take off. 7
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THE port city of Kobe, on the southern
side of Japan’s main island, is known

for luxury beef from pampered cattle, fine
sake and precision engineering. Its reputa-
tion for the last of those products took a
blow on October 8th when one of its old-
est industrial firms, Kobe Steel, admitted
that that it had falsified data on many of its
aluminium, copper and steel products. By
October 11th, the company’s shares had
fallen by a third, reducing its market value
by ¥180bn ($1.6bn). 

 Kobe Steel has admitted to falsification
over the past year relating to large quanti-
ties of four types ofmaterial; 19,300 tonnes
ofaluminium sheets and poles; 19,400 alu-
minium components; 2,200 tonnes of cop-
per products and an unspecified amount
of iron powder that was supplied to over
200 customers. These items were certified
ashavingproperties—such asa level of ten-
sile strength, meaning stiffness—that they
did not in fact possess. 

No deaths or accidents have yet result-
ed, but the firm’s products are used by a
long list of household names in Japan and
overseas. Companies rangingfrom Boeing,
Ford and GM of America to Hitachi, Nis-
san, Toyota and Mitsubishi Heavy Indus-
tries of Japan are rushing to examine their
products’ safety. Mitsubishi has already
said that affected steel was used in an H-2A
rocket that safely launched a global-posi-
tioning satellite into orbit on October 10th.

Replacing the faulty metal sold may ini-
tially cost Kobe Steel just ¥15bn, according 

Kobe Steel

Base metal

TOKYO

AnotherJapanese manufacturing
scandal hits firms across the world

Kobe Steel’s bosses bow under pressure

SHAREHOLDER meetings in Ohio are
notusually the stuffofhigh drama, buta

recent gathering was a nail-biter. Nelson
Peltz of Trian Fund Management, an activ-
ist hedge fund, sought a seat on the board
of Procter & Gamble (P&G), the world’s
largest consumer-goods company, in a
proxy vote on October 10th. It was the big-
gest such battle ever. In the weeks leading
up to P&G’s shareholder meeting, the fight
resembled a political contest, complete
with carefully crafted videos, lengthy
white papers, mass mailings and tens of
thousands of phone calls urging share-
holders to vote blue (P&G) or white (Trian). 

As The Economist went to press, P&G
said it had won and Mr Peltz was contest-
ing the tally. “Everybody but [P&G’s] cur-
rent employees voted for us,” he said after
P&G declared victory. “Maybe that’s why
theykeep so much overhead.” So the brawl
isnotover. Yet the outcome maynotmatter
much. Mr Peltz will push P&G for change
regardlessofwhetherhe winsa board seat,
and it is unclear that he will have much ef-
fect, be he on the board or off. 

It is not that Mr Peltz lacks heft. He has
taken on consumer firms including Heinz
and Wendy’s in the past. Martin Lipton, a
lawyer who has long defended companies
from such activists, has noted his “impres-
sive record of success with consumer pro-
ducts companies”. Even when Trian tech-
nically loses a fight, it often wins. It lost a
proxy battle against DuPont, a chemical
company, in 2015, but the company went

on to make many changes that Mr Peltz
had sought. Trian recently won a separate
victory, securing a seat on the board of
General Electric on October 9th. 

At P&G, new thinking is sorely needed.
The 180-year-old company sells products
in nearly 200 countries and territories. It
has America’s bestselling razors (Gillette),
toothpaste (Crest), detergent (Tide) and toi-
let paper (Charmin), to name but a few of
itsproducts, buthas lost share in more than
a dozen of its top categories. Total share-
holder return in the five years to February
13th 2017, the last trading day before Trian’s
stake (of 1.5%) was announced, lagged the
median of its peers by 55 percentage points
and the S&P 500 Consumer Staples Index
by 27 percentage points. 

P&G has taken steps to become more
streamlined. In the past three years it has
culled its brands from 170 to 65 and re-
duced the number of employees by
35,000. But MrPeltz maintains that the firm
remains too insular and slow to adapt to a
fast-moving market. His frustrations are
shared by many institutional investors.
Those recently surveyed by Sanford C.
Bernstein, a research firm, were particular-
ly critical of the board, which is packed
with other bosses, including Terry Lund-
gren, the chairman of Macy’s, a depart-
ment store, and Meg Whitman, boss of
Hewlett Packard Enterprise, an IT firm. 

Institutional ShareholderServices (ISS),
an influential proxy-advisory firm, recent-
ly noted that the board had presided over
bureaucratic tangles and botched acquisi-
tions. Both it and Glass Lewis, another
proxy adviser, backed Mr Peltz’s appoint-
ment. Many small investors, who own
about 40% of P&G’s shares, appear to have
disagreed. Employeesmayhave feared big-
ger layoffs to come. Mr Peltz says he will
continue to push P&G even ifhe fails to pre-
vail in the proxy’s certified vote count. 

Buthispowersmaybe limited. He isnot
seeking to sack David Taylor, who became
chief executive in 2015 and is thought to be
moving P&G in the right direction (albeit
too slowly for investors’ taste). Nor is he
trying to split up P&G. Mr Peltz’s most sub-
stantive change would be to reorganise its
ten business units into three, overseen by a
lean holding company, to make the firm
nimbler. Reorganisation—if the board sup-
ports it—could take years to yield results. 

Mr Peltz is also urging P&G to acquire
more small and local brands. Yet given the
mismanagement of prior deals, it is un-
clear that it would find suitable targets or
sustain their growth. Many of the world’s
largest consumer firms are struggling—
against small online brands on the one
hand and the expansion of Amazon and
the rise of Aldi and Lidl, two German dis-
count chains, on the other. Dealing with
such challenges will require ingenuity and
speed not yet seen at P&G. It is far from
clear ifMr Peltz has the answers either. 7

Procter & Gamble

Close shave

NEW YORK

Abitterlycontested, inconsequential
proxyvote
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Smartphone security

Mind the app

THE new app for an upmarket British
department store certainly looks the

part. Released on Google Play, a shop for
Android software, on September 5th, it
has the right logo, the correct vibrant
colour and offers fashionable clothes and
accessories. But the app is not authorised
by the brand, is littered with pop-up ads
and is painfully slow (furious users gave
it one-star ratings). Its developer, Style
Apps, has also launched apps for other
clothing brands that are household
names in America.

Such fake apps are designed by crafty
developers to trick inattentive users.
Google and Apple police their app stores
but many impostors get through. In
third-party app stores, unofficial plat-
forms run by someone other than the
two tech giants, the problem is even
worse. Users are tricked in two ways.
Some apps fill a gap in the market. Self-
ridges, a chain ofBritish fashion stores,
for instance, has a legitimate app for
Apple devices but not for Android ones.
RadioShack, an American electronics
retailer that filed for bankruptcy in Febru-
ary 2015, has a website but not an official
app. Three imitation apps have by now
sprouted under the shop’s name.

Other developers simply copy an
existing app and hope users will fail to
notice. The Economist found that halfof
the 50 top-selling apps in Google Play
had fakes. These included ones with

tweaked names (“MyGoogleTranslate”
rather than “Google Translate”) and a
bogus Netflix app that uses a weird Hal-
loween-themed font for the logo. Google
says it is reviewing these apps and will
take action where necessary.

Fake apps are often stuffed with ma-
licious code. Academics from a research
group, SerVal, at the University of Luxem-
bourg, estimate that around a fifth ofall
Android app-based malware is hidden in
fake apps. The malware facilitates va-
rious money-making schemes. The most
egregious are designed to steal the pass-
words that unlockusers’ bankaccounts.
But it is more common for scams to profit
from ordinary advertising, particularly
on Android devices, says Eliran Sapir of
Apptopia, a tech firm. Adverts in the
smartphone’s web browser get quietly
replaced by similar ones chosen by the
fake-app developer.

Another money-spinner is to mine
cryptocurrencies. Analysts at Trend
Micro, a cybersecurity firm, in 2014 dis-
covered that copies ofFootball Manager
Handheld, a smartphone game, and
TuneIn Radio, an audio app, contained
malicious software that mined crypto-
currencies, the proceeds ofwhich were
probably funneled to the developers.
This still goes on. It does not harm users
directly, but researchers warn that such
“vampire” apps drain phone batteries.

Developers can make much more
money with fake apps than through
legitimate means, reckons Mr Sapir. On
dark-web forums, hackers and small-
time digital advertisers offer developers
around $1per user per year to inject their
apps with malicious code. In theory, a
single app with 15,000 users (about a
tenth ofall apps have this many) could
bring in roughly $1,250 per month. Most
legitimate apps make about $1,000 per
month, according to a survey from In-
Mobi, a mobile-advertising company. 

Fake-app developers are also quick to
catch onto the latest trends. When Poké-
mon Go, a smartphone app based on a
video game, became popular in July 2016,
developers released a walk-through
guide to the game which flooded smart-
phones with advertising. The guide was
downloaded over 500,000 times. But the
pickings are richest in retail, and especial-
ly in the autumn when fake-app devel-
opers are gearing up for spending binges
during sales around Thanksgiving and
Christmas, says Chris Mason ofBranding
Brand, a tech firm. Shoppers, beware.

Craftyapp developers are making money by ripping offbig-name brands

to J.P. Morgan, a bank. Yet taking into ac-
count the need to idle and repairany affect-
ed cars and planes, the overall cost could
soar. More revelations may be on the way,
for Kobe Steel admits that its current pro-
blems stretch backat least a decade.

The news has come at the worst possi-
ble moment. Like the rest of its industry in
the rich world, Kobe Steel has been hit by a
flood of cheap aluminium and steel im-
ports. In 2016 it lost ¥23bn. In order to com-
pete, mills will have to produce the sort of
high-tech steel for cars, planes and trains
that still commands premium prices, says
Wolfgang Eder of Voestalpine, one of the
few steel firms in Europe that is still profit-
able. Kobe Steel has lately switched its fo-
cus to higher-tech metals, but if it cannot
guarantee their quality it will be in trouble.

The firm’s stumble is the latest in a long
list of scandals for Japan’s once-bright cor-
porate stars. Earlier this month Nissan was
obliged to recall 1.2m cars after finding that
unqualified inspectors had been conduct-
ing safety checks. In June, Takata, a maker
of faulty airbags linked to 18 deaths world-
wide, declared bankruptcy after being hit
by a whirlwind of lawsuits. Last year, the
bosses ofSuzuki and Mitsubishi, two Japa-
nese carmakers, resigned after their firms
were found to have falsified fuel-consump-
tion data on their vehicles. And between
2009 and 2011, Toyota, another carmaker,
recalled 9m cars equipped with dangerous
accelerator pedals.

Such scandals are not unique to Japan.
Volkswagen, a German carmaker, has
been caught falsifying emissions data.
Reckitt Benckiser, a British firm, sold clean-
ingproducts linked to the deathsofover 90
people in South Korea from 2011 onwards.
But it is obvious that Japanese firms have
not learned the lessons from recent scan-
dals, says Toshiaki Oguchi of Governance
for Owners Japan, a corporate-governance
lobby group. A recurring theme is a lack of
transparent leadership and a tendency to
paper over problems. Japanese workers
are ethical, he says, but tend to hide wrong-
doing rather than confront management.
Kobe Steel ignored at least one whistle-
blower who sounded the alarm over its
substandard metal. Its president and chief
executive, Hiroya Kawasaki, has promised
to lead an internal probe.

His company’s woes add urgency to ef-
forts to improve corporate governance in
Japan. Shinzo Abe, the prime minister
(who worked at the steel group before go-
ing into politics) has introduced a new
stewardship code but “has not really had
the stomach for a more serious fight over
things like holding management more ac-
countable,” says Tobias Harris of Teneo In-
telligence, a risk consultancy. Scandals
leave Japanese companies vulnerable to
foreign takeovers. Takata, for instance, was
snapped up byChinese interests soon after
it went bust. 7
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WARS are fought with weapons, but also with money. To un-
derstand the global balance of power in the coming de-

cades, it helps to pay attention to the commercial subplot of the
North Korean crisis. For the first time, America is attempting to
use its full legal and financial might to change the behaviour of
Chinese companies and banks, which it believes are propping up
North Korea by breaking UN and American sanctions. Some
American politicians have concluded that, as China’s firms have
integrated with the global economy, they have become more vul-
nerable to Uncle Sam’s wrath. America has potent weapons, but
the trouble is that China can retaliate in devastating fashion.

North Korea is highly dependent on China. Some 60-90% of
its trade is with its northern neighbour. China’s state-run energy
giant, CNPC, is thought to have sold it oil in recent years—and is
the parent of PetroChina, which has depositary receipts listed in
New York. North Korean banks and firms operate in China, and it
is likely that Chinese banks have dealt with them or their proxies. 

After months of American pressure, on September 21st Chi-
na’s central bank was reported to have told the country’s lenders
to stop writing new business with North Koreans. But America’s
Treasury is still on the warpath. On September 26th it blacklisted
19 North Korean bankers working in China and eight North Kore-
an firms. In private it is excoriating China’s largest lenders, which
own $125bn of assets in America, equivalent to 14% of their total
capital. On September 28th a Senate committee demanded an
ever tougher crackdown on Chinese banks.

Such extraterritorial reach by American regulators (and
courts) is a feature of international business. Misdeeds anywhere
can be punished, if the firm in question issues securities in Amer-
ica, hasa subsidiary there ormakeselectronic transactions in dol-
lars. America has pursued eight ofEurope’s biggest 50 companies
by market value for breaking sanctions in the past decade, and 18
of them for corruption. After the attacks of September 11th 2001
America stepped up efforts to police the global dollar payments
system. It aggressively enforced sanctions against Iran. European
financial firms faced $13bn of related fines and France’s BNP Pari-
bas and Britain’s Standard Chartered almost lost their American
licences, which would probably have put them out ofbusiness.

Yet until a year ago, big Chinese firms were exempt, at least in-

formally. America probably worried about starting a trade war.
Sanctions in 2013 on four small Chinese firms that traded with
Iran met a furious response from China’s foreign ministry. In
some cases Uncle Sam’s relaxed attitude was obvious. In 2015
China Construction Bank’s New York office was found by the
Federal Reserve to have deficient anti-money-laundering pro-
cesses but was forgiven. In 2014-15 Agricultural Bank of China’s
NewYorkoffice processed over$100bn ofpaymentswithoutade-
quate controls. It got a token $215m fine. When PetroChina listed
in New York in 2000, it sidestepped sanctions by transferring as-
sets in Sudan to CNPC, according to the memoirs of Hank Paul-
son, a Goldman Sachs banker who was later treasury secretary.

Now China Inc would appear to be a sitting duck. Hundreds
of firms have securities listed in America. There is lots of graft in
China and it is a large trading partner not only ofNorth Korea but
of Iran, Syria and Cuba, which also face American sanctions. A
sharp change of mood was signalled in March when Wilbur
Ross, the commerce secretary, announced a $1.2bn fine on ZTE, an
IT companywhich had done businesswith Iran and North Korea.
Huawei, a rival, is under scrutiny for a possible breach of Ameri-
can trade controls on Iran and Syria. While China may hope that
its recent order to its banks may calm things, there is a fever in
Washington to punish its firms, both for patriotic reasons and be-
cause protectionists are newly influential.

China’s banks run large businesses in dollars as well as in
yuan, which has made them especially vulnerable to American
pressure. The four largest—Agbank, Bank of China, CCB, and
ICBC—have $940bn of dollar liabilities, including debt and de-
posits raised from international markets. If America excluded
them from its financial system, they would face big problems as
global investors shied away. China’s central bank might need to
help fund them. For American lawmakers they are thus a tempt-
ing target—especially since America’s big banks, with only $54bn
of loans in China and few liabilities in yuan, hardly need China.

Taking it to the brink
Yet China, no stranger to the darkarts ofbullying firms for geopo-
litical ends, has other means of retaliation. In 2009, for example,
BP was warned to abandon an offshore oil project near Vietnam.
If it did not, the word was, all of its contracts in China would be
reconsidered and China would be unable to guarantee the safety
of its staff, according to “Asia’s Reckoning”, a new book by Rich-
ard McGregor. Today General Motors and Apple together make
$20bn of profits a year in China. Fining them heavily or prohibit-
ing their operations would hit American interests hard. China
could escalate by putting pressure on its autonomous territory of
Hong Kong to punish large Americans banks based there.

North Korea is a geopolitical flashpoint and a humanitarian
catastrophe. But it also highlights a faultline in the world’s busi-
ness architecture that will cause problems for decades to come. It
is almost inconceivable that China will accept the extraterritorial
reach of America’s legal and financial system in the same way
that America’s allies in Europe, and Japan, have done.

Perhaps America will laterdecide to limit its reach. For its part,
China is erecting defences to avoid the long arm of Uncle Sam,
such as its own cross-border payments system, which it began
around a decade ago, but this will take years. Until then, simmer-
ing tension and the riskofmutually assured financial destruction
are bound to continue. The only consolation is that commercial
war does not necessarily come with a mushroom cloud. 7

The nuclear option

America’s politicians try to control Chinese firms abroad. It is a dangerous game

Schumpeter



space.economist.com @EconomistEvents
#EconSpace

November 9th 2017 | Seattle

The business case to dream

Speakers include:

CARISSA BRYCE 
CHRISTENSEN
Founder and chief executive
Bryce Space and 
Technology

STEVE JURVETSON
Partner
Draper Fisher 
Jurvetson

GEORGE WHITESIDES
Chief executive
Virgin Galactic and The 
Spaceship Company

YURI MILNER
Founder
DST Global

New capabilities and an atmosphere of entrepreneurialism have resulted 
in a wave of terrestrial technology with the potential to turn lofty ambitions 
into profitable realities.

Join editors of The Economist and 200 aerospace engineers, venture 
capitalists, financiers, astronauts, scientists, telecommunication executives, 
academics and policymakers at A New Space Age to discuss what makes 
space a financially viable investment.

quote code  
ECONMAG
Prices increase
October 20th 2017 

15%

discount

Register to attend:
212-641-9865
event-tickets@economist.com

Comms agencyGold sponsorFounding sponsor



The Economist October 14th 2017 63

For daily analysis and debate on economics, visit

Economist.com/economics

1

IN 2015 Kiddyum, a small company from
Manchester that provides frozen ready-

meals for children, won a contract from
Sainsbury’s, a big British supermarket
chain. Jayne Hynes, the founder, was de-
lighted. But sudden success might have
choked Kiddyum’s cashflow. Sainsbury’s
pays its suppliers in 60 days; Ms Hynes
must pay hers in only 30.

In fact Kiddyum gets its cash within a
few days. Once approved by Sainsbury’s,
its invoices are loaded onto the supermar-
ket’s supply-chain finance platform, run by
PrimeRevenue, an American company.
The Royal Bank of Scotland (RBS) picks up
the bills, paying Kiddyum early. Kiddyum
pays a fee which, Ms Hynes says, is a small
fraction of the cost ofa normal loan. Sains-
bury’s pays RBS when the invoice falls due.

Suppliers, of course, have always need-
ed finance for the gap between production
and payment. Traditionally, they could
borrow on their own account, or sell their
receivables—unpaid invoices—at a dis-
count to businesses known as factors.
Modern supply-chain finance, now some
25-years-old, also lets suppliers piggyback
on the creditworthiness—and lower bor-
rowing costs—of big corporate customers.
Cash replaces receivables on theirbalance-
sheets. Buyers can lengthen payment
terms (from 60 to 90 days, say), knowing

trade finance, a related field, at $1.5trn.
Anand Pande, head of supply-chain fi-
nance at iGTB, which provides technology
to banks, calls supply-chain finance “a land
ofunrealised promise”.

That is true for both banks and borrow-
ers. Eric Li of Coalition, a research firm,
forecasts that this year large banks’ rev-
enues from programmes instigated by big
buyers will be $2.8bn, 28% more than in
2010. If supplier-led finance is included,
growth has been just 18%, far less than for
lending volumes. Margins have been
squeezed. The market is fragmented, Mr Li
notes. After the financial crisis, many
banks cut back their foreign operations. 

Only connect
They also face competition. Technology
firms are pushing into supply chains. On-
line lenders have made less impact than
third-party platforms that match buyers
and suppliers to sources of finance. Prime-
Revenue, for instance, connects 70 lenders,
including 50-odd banks, to 25,000 suppli-
ers with $7bn-worth of invoices a month.
There is also space for specialists. Innerva-
tion Finance, based in New York, manages
programmes for buyers offering finance to
“diverse” suppliers (eg, run by people from
ethnic minorities, women, veterans, the
disabled or gay people) in banking, manu-
facturing and pharmaceuticals. Mark Fer-
guson, the chief executive, says the cost of
capital for such firms may be two or three
times that ofother small businesses. 

More banks are settingup programmes.
BankofBaroda, a public-sectorbankthat is
India’s fifth-biggest by assets, began only a
few months ago. Litesh Majethia, who
runs the supply-chain business, admits
that rival banks are already established. 

suppliers are less likely to fail for want of
cash. Banks acquire good-quality assets.

Definitions of supply-chain finance
abound and its scale is hard to pin down.
But it is agreed that it is growing fast. BCR
Publishing, which reports on the industry
annually, estimates that at the end of 2014
banks and factoring operations had
€40bn-50bn ($48bn-60bn) of “funds in
use”. Thomas Olsen of Bain, a consulting
firm, reckons (on a broader definition) that
the market is expanding by15-25% a year in
the Americas and by 30-50% in Asia, with
food and retailing among the most active
industries. Naveed Sultan, who heads Citi-
group’s trade-finance and treasury divi-
sions, says supply-chain finance is the fast-
est-growing area ofhis trade business.

Unmet demand looks enormous. Even
domestic supply chains are extensive. A
new study by Mercedes Delgado of MIT’s
Sloan School and Karen Mills of Harvard
Business School finds that American firms
supplying other firms employ 44m people.
Of those, employers of 26.8m are involved
in international trade. So far financing pro-
grammes have largely focused on big cor-
porations and their first-tier suppliers.
Among the obstacles to growth are know-
your-customer and anti-money-launder-
ing rules. The Asian Development Bank es-
timates the annual global “finance gap” in

Supply-chain finance

The missing link

Technology is reshaping the financing offirms that sell to otherfirms, and leading
banks into newalliances
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MANY people complain that the fi-
nance industry has barely suffered

any adverse consequences from the crisis
that it created, which began around ten
years ago. But a report from New Finan-
cial, a think-tank, shows that is not com-
pletely true.

The additional capital that regulators
demanded banks should take on to their
balance-sheets has had an effect. Be-
tween 2006 and 2016, the return on capi-
tal of the world’s biggest banks has fallen
by a third (by more in Britain and Europe).
The balance of power has shifted away
from the developed world and towards
China, which had four of the largest five
banks by assets in 2016; that compares
with just one of the biggest 20 in 2006.

The swaggering beasts of the invest-
ment-banking industry have also been
tamed. The industry’s revenues have
dropped by 34% in real terms, with profits
falling by 46%. Return on equity has de-
clined by two-thirds. Staffare still lavishly
remunerated, but pay is down by 52% in
real terms. (Perhaps it is time for a charity
single: “Buddy, canyouspare a Daimler?”)
The relative importance of different divi-
sions has also shifted, with the revenues
of the sales, trading and equity-raising de-
partments shrinking more than the merg-
er-advice or debt-raising divisions.

This last change reflects market devel-
opments. In 2016 stockmarkets were
smaller, as a proportion ofGDP, than they
were in 2006, despite the record highs on
Wall Street; that was because Europe and
Asia have not performed as well. Both
government- and corporate-bond mar-
kets were bigger than they were a decade
earlier. Although the crisis started be-
cause of overindebtedness, corporate-
bond issuance has doubled in real terms
over the decade, while the volume of
stockmarket flotations has fallen by half.

Meanwhile the game of “pass-the-par-
cel” of assets around the markets has
speeded up; trading volumes in equities,
foreign exchange and derivatives have in-
creased in real terms. In the corporate-
bond market, trading in American securi-
ties has grown but trading in European
debt has declined.

In the midst of the crisis, central banks
stepped in with quantitative-easing pro-
grammes to buy financial assets. This has
had profound effects, most notably in the
bond markets, where yields have fallen to
historic lows (and hence prices have risen).
In contrast to equities, the value of both
corporate and governmentbonds is signifi-
cantly higher, relative to GDP, than it was
ten years ago.

This has proved to be a pretty decent cli-
mate for money managers, who earn fees
based on a percentage of the assets they in-
vest. The industry’s pre-tax profits rose by
30% between 2006 and 2016, despite the
growing market share of low-cost index-
tracking funds at the expense of actively
managed ones. At the other end of the cost
spectrum, hedge funds, private equity and
venture capital have all increased their as-

sets, relative to GDP. The asset-manage-
ment industry has become more concen-
trated. The 20 largest firms control 42% of
assets, up from 33% a decade ago.

Overall, the authors of the report re-
markthat “it is perhaps surprisinghow lit-
tle has changed”. It may be less surprising
ifyou consider that finance has two faces:
first, as a driver of the economic cycle via
credit expansion; and second, as an insti-
gator of crises when creditors lose confi-
dence. If markets are plunging and banks
failing, as they were in 2008, it is under-
standable that the authorities do all they
can to stabilise markets and rescue banks.
As Tim Geithner, a former treasury secre-
tary in America, put it: “The truly moral
thing to do during a raging financial infer-
no is to put it out.”

By making the banks take on addition-
al capital, the authorities have at least
made the system less likely to suffer an ex-
act repeat ofthe last crisis. But the world is
still marked by a combination of high as-
set prices and high levels of debt. Outside
the financial sector, there is even more
debt than there was ten years ago; the
combined total of government, house-
hold and non-financial debt levels are
434% ofGDP in America, 428% in the euro
zone and 485% in Britain.

In other words, the borrowing has
been shifted to other parts of the econ-
omy; but that makes the finance industry
no less vulnerable. A sudden fall in asset
prices, or a sharp rise in interest rates,
would reveal the jagged rocks beneath
the surface. Central banks know this; that
is why they are so cautious about un-
winding monetary stimuli. At the heart of
the next economic crisis will be the fi-
nance business; that is something that has
not changed in the past decade.

The more things change

The bad old days

Sources: The Banker;
New Financial
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Banks maybe safer, but finance is still a big source ofrisk
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But with small and medium-sized Indian
firms facing a funding gap of $400bn, he
says, there is plenty of room; and a spank-
ing new digitised system is a plus.

Banks are not, however, being over-
thrown by technological upstarts—as, say,
high-street retailers have been by Amazon.
Symbiosis is the rule. Two big banks, HSBC
and Santander, have allied with Tradeshift,
an invoicing, finance and procurement
network that connects over 1.5m buyers
and suppliers worldwide. HSBC has also
joined forces with GT Nexus, a global sup-
ply-chain management platform. Banks
can tap into a new pool ofcustomers; com-

panies in the tech firms’ networks can find
finance more easily. Smaller local banks,
however, may lose out as the market ex-
pands, and suppliers spurn them to bor-
row more cheaply from larger lenders.

Technology is opening up more pos-
sibilities. C2FO, another financial-technol-
ogy firm, matches suppliers’ requests for
payment at a date and interest rate of their
choosing, with buyers willing to lend. Typ-
ical supply-chain finance, says Sandy Kem-
per, C2FO’sboss, is far lessflexible. Hisplat-
form is available to smaller suppliers.
Back-to-back deals along the chain are
even allowingthird- and fourth-tiersuppli-

ers to join in. No bank is involved, though
the firm has recently teamed up with Citi-
group. Citi can lend to more companies;
C2FO gains access to the giant’s clients. 

More is in the pipeline: banks are ex-
ploring, forexample, how blockchain tech-
nology might align the flow of data and
money more closely with the flow of
goods. Bain’s Mr Olsen sees several busi-
ness models emerging, some led by single
banks, some by groups ofthem, and others
by platforms, big companies and e-com-
merce firms such as Amazon and Alibaba.
Not every bankwill win. The smaller fry in
the world’s supply chains just might. 7
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FOR all the talk of banks deserting Lon-
don as Britain’s departure from the EU

looms, relatively little attention has been
paid to the derivatives market. Yet this is a
crucial area of business for British-based
banks. The City handles a big chunk of the
market, including 39% of the market in in-
terest-rate derivatives alone, where global
daily turnover averages $3trn. The rest of
the EU accounts for just 9%. Brexit seems
sure to cause significant disruption. Mark
Carney, the governor of the Bank of Eng-
land, recently warned that the very “legal
validity” of pre-existing derivatives con-
tracts could be put into question.

Brexit-related discussion of derivatives
has tended to focus on the role of clearing-
houses, which ensure that a contract can
be honoured even if one side goes bust.
Since the financial crisis, most countries
have made it mandatory to clear deriva-
tives trades. LCH, a clearing-house in Lon-
don, clears over 50% of interest-rate swaps
across all currencies; London houses clear
75% of swaps in euros and 97% of those in
dollars. The EU has mooted the idea of
forcing euro-denominated derivatives to
be cleared within the EU, to ensure the
euro zone’s financial stability. There is an
obvious commercial incentive, too. On Oc-
tober 9th, Eurex, LCH’s largest continental
competitor, based in Frankfurt, announced
that it would allow banks to share in the
profits from clearing. This brings its struc-
ture closer to LCH’s, in the hope banks will
shift business away from it to Eurex.

Yet about a quarter of derivatives con-
tracts are not cleared—often because they
predated the new rules. Such contracts are
a worry. A “hard” Brexit, which more and
more firms and even regulators feel they
have to prepare for, implies a loss of the
“passporting” rights that allow financial
firms to do business across the EU. British-
based banks would no longerautomatical-
ly be licensed in the EU. They would lose
the right to sign new derivatives contracts
with European counterparties. And the
status of their existing contracts would be
thrown into doubt.

To be clear, not even the hardest ofBrex-
its would void contracts at once. But deriv-
ativescontractsand portfoliosare often ad-
justed. One method is “compression”,
where some (or all) offsetting contracts are
terminated and replaced with an equiva-
lent derivative. Another is “novation”,
where an existing contract is transferred to
a different legal entity. Under the rules in

six large EU memberstates analysed by the
International Swaps and Derivatives Asso-
ciation (ISDA), a global trade body, nova-
tions and compressions would be consid-
ered regulated activities. Without a
“passport” or an equivalence decision,
these options would no longer be open to
British counterparties. Unable to readjust
their “legacy” portfolios left in London, EU
firms would struggle to manage the risks.

Another option would be for banks to
transfer all their pre-existing contracts to a
legal entity within the EU. But Deepak Sit-
lani of Linklaters, a law firm, says such a
step would mean the contracts would lose
their “grandfathered” status. They would
suddenlybe subject to the clearingrequire-
ments, as well as new ones governing col-
lateral. Besides being a short-term shock,
this would raise costs in the long term.

The sheer logistical hurdles should not
be underestimated, either. As Peter Werner
of ISDA points out, novation requires the
consent of all counterparties on any given
contract. This could prove a nightmare: the
BankofEngland reckons tens ofthousands
of firms could be affected. And each con-
tract must be rewritten: Allen & Overy, an-
other law firm, has over the past few
months been building an automated sys-
tem to help in this mammoth task.

A simple solution that would avoid all
these complications, notes a senior British
official, would be a law, passed in Britain
and in the restofthe EU, to grandfatherpre-
existing contracts. If broad enough it could
encompassothersortsofcontract too, such
as those in insurance, which face similar
problems. Alternatively, all these issues
could be incorporated in the Brexit agree-
ment. However, the chances of that seem
ever slimmer. In the huge pile of outstand-
ing issues the Brexit negotiations have to
wade through, the fate of the derivatives
markets is probably not near the top. 7

Brexit and derivatives

Standing
novations

Brexit will give the derivatives market a
nastyheadache

ON OCTOBER 18TH, President Xi Jin-
ping will preside in Beijing over the

most important political event in five
years. At the Communist Party’s 19th con-
gress much will be made of the triumphs
achieved in nearly four decades of reform
and opening up. So expect a glossing over
of one part of that process where progress
has largely stalled: the “internationalisa-
tion” ofChina’s currency, the yuan. 

This seems odd. Just a year ago, the
yuan became the fifth currency in the bas-
ket that forms the IMF’s Special Drawing
Right (SDR). This marked, in the words of
Zhou Xiaochuan, China’s central-bank go-
vernor, in a recent interviewwith Caijing, a
financial magazine, “historic progress”.
Symbolically, China’s monetary system
had been awarded the IMF’s seal of ap-
proval. A further boost to prestige was the
announcement in June this year that some
Chinese shares would be included in two
stockmarket benchmarks from MSCI. 

Yet the yuan’s international reach has
in fact fallen in the past two years. It has re-
gained its ranking as the world’s fifth most
active for international payments, after
slipping to sixth in 2016. But its share of this
market has slipped from 2.8% in August
2015 to 1.9% now (see chart on next page).
Use of the yuan in global bond markets
over this period has fallen by half, as com-
panies have instead raised funds within
China. In Hong Kong, the largest offshore
market, yuan deposits have plunged by
47% from their peak in December 2014. Of
the foreign-exchange reserves held by the
world’s governments, just 1.1% are in yuan,
compared with 64% for the dollar.

The constraints on the internationalisa-
tion of the currency are largely self-im-
posed—and in manycasespredated admis-
sion to the SDR. Aminordevaluation of the
yuan in August 2015, intended to make the
currency more flexible, was botched. This
led to speculation about further falls in the
yuan’s value, and forced the central bank
to tighten capital controls and spend for-
eign-exchange reserves to prop it up.

Since January this year, China’s re-
serves have been growing again. But strin-
gent capital controls remain in place. In his
interview Mr Zhou called for a renewed
drive to free up China’s financial system,
citing a “troika” of targets: increased for-
eign trade and investment; a more market-
based exchange rate; and a relaxation of
capital controls. He said there was a “time
window” for this. If missed, the cost of re-

China’s currency

Tricky troika

The yuan’s internationalisation stalls
and may not pickup soon
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2 form would be higher in the future.
Few observers, however, take Mr

Zhou’s comments as official policy. In of-
fice since 2002, he is expected to be re-
placed next year. He represents one side of
a continuing debate. In September two
capital-control rules were indeed eased,
but foreign traders tended to share the
view of Mitul Kotecha of Barclays, that the
move was purely cosmetic. In the words of
EswarPrasad, an economistatCornell Uni-
versity and author of “Gaining Currency”,
a book about the yuan, “what the govern-
ment giveth, the government can taketh
away.” Most foreign investors are all too
aware of that.

So the currency’s international ad-
vance is unlikely to resume soon. More
likely is a gradual opening of yuan mar-
kets. One avenue is to standardise systems
such as the China International Payment
System, which processes cross-border pay-
ments. Another is to expand the Bond Con-
nect and Stock Connect programmes that
linkChinese markets to HongKong. A third
involves China’s intense diplomatic drive
to push its “Belt and Road Initiative”, in-
volving massive investments in infrastruc-
ture to boost transport, trade and invest-
ment links between China and Central
Asia, Europe and Africa.

However, David Woo ofBankofAmeri-
ca Merrill Lynch argues that none of this is
likely to lead to a big surge in foreign hold-
ings of Chinese financial assets. That will
depend on the liberalising measures Mr
Zhou is advocating, as indeed does the fu-
ture shape ofthe Chinese economy. “There
isn’t a single country,” Mr Zhou argued,
“that can achieve an open economy with
strict foreign-exchange controls.”

But his apparent belief that measures
already taken, such as joining the SDR bas-
ket, have set the yuan on a remorseless
path towards internationalisation has
been contradicted by the experience of the
past two years. The party’s watchword re-
mains “stability”. And whatever the bene-
fits of capital-account liberalisation, it
would bring a measure ofunpredictability.
In a battle between openness and control,
Mr Xi is likely to favour control. 7

Not catching on
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MYANMAR’S democratic transition
sometimes seems marked as much

by continuity as by change. Depressingly,
the army continues its bloody persecution
of Rohingya Muslims in the west, for ex-
ample (see page 75 ). But elsewhere moves
to open the country’s markets, started by
the preceding military regimes, have gath-
ered pace. New commercial and financial
services are springing up.

Take Khin Hlaing, who owns Global
Mobile Shop, a small store surrounded by
tarpaulin-covered stalls selling fresh fruit
in Hlaing Tharyar, an industrial area out-
sideYangon, thebiggest city. He isone ofal-
most 12,000 agents for Wave Money,
Myanmar’s largest mobile-money transfer
platform. Most days about 20 people use
his shop to send funds to friends or family
elsewhere in the country. One customer,
who walks in wearing a long red longyi
and delicately beaded top, says she was at
first nervous about Wave. A clothesmaker,
she now sends earnings through it twice a
month at a cost of500 kyat ($0.37) a go. She
says Wave’s appeal is its “convenience”.

Globally 2bn people lack savings ac-
counts and access to credit. Cash-depen-
dence leaves them vulnerable to crime.
And governments struggle to collect taxes,
spend on development and get money to
those in need. Economies suffer as small
businesses are starved of loans. Digital ini-
tiatives could help 1.6bn people obtain ac-
cess to financial services for the first time,
reckons the McKinsey Global Institute, a
research wingofthe consultingfirm. Those
providing them could boost their balance-
sheets by $4.2trn into the bargain.

In Myanmar cash is king. Fewer than
one in ten of its 53m people has a bank ac-
count. But an explosion in smartphone use
means rudimentary financial offerings are
appearing where even roads are rare. After
the end of the state’s mobile-phone mo-
nopoly four years ago, mobile penetration
jumped from 7% to 89% now. Billboards
line Yangon touting the selfie-taking skills
of phones made by Vivo and Oppo, two
Chinese handset-makers. Teenagers
blithely test them at street-corner noodle
stalls. Foreign telecoms firms, notably Nor-
way’s Telenor and Qatar’s Ooredoo, have
entered the market, bringing cash with
them: in 2014 and 2015 telecommunica-
tions accounted for $2.8bn in foreign direct
investment, almost a third of the total.

Wave Money is Telenor’s mobile-mon-
ey service; Ooredoo’s M-Pitesan, which

launched last month, is a fledgling rival.
Others are emerging too, but Wave is
ahead of the pack. It has backing from
Yoma Bank, Myanmar’s fourth-largest,
with a balance-sheet of $1.3bn. Wave did
charge more than banks for transfers, says
its boss, Brad Jones. But it lowered its prices
last month to undercut most of them. For
customers, it may still be an easier option.
Rigid business hours mean that people of-
ten have to skip work to stand in queues at
the bank instead. More than six in ten of
Wave’s transactions occur in the evenings
or at weekends, Mr Jones estimates. Be-
sides, banks are few and far between in
Myanmar. Hal Bosher, the Canadian head
of Yoma Bank, says it can cost $500,000 to
set up a new branch, and he has just 80.
“I’ve got branches with bullet holes in, and
branches which flood,” he explains. Wave,
by contrast, has a presence in 255 of Myan-
mar’s 330 townships.

Last yearMyanmar’s central bankintro-
duced tough rules on mobile financial ser-
vices, inspired by those in countries such
as Kenya. Wave was the first company to
register under them in October and uses
the details associated with a customer’s
SIM card to satisfy identification require-
ments, for example. Mr Jones points out
that the small sums transferred mean the
service is unlikely to attract fraudsters and
criminals. SharminSultana ofBRACMyan-
mar, the Burmese arm ofa big Bangladeshi
NGO, hopes that the platform can speed
up repayments for microloans and eventu-
ally be used to develop credit scores. Wave
has yet to turn a profit, despite processing
almost 100,000 transactions a month. Its
focusso faron spreading itsname, and rais-
ingawarenessofwhat itdoes, hasnot been
cheap. But Mr Bosher exudes patience:
change will come because “the banking
sector in Myanmar is so bad”. 7

Financial technology in Myanmar

Passing the buck

YANGON

Mobile-money services reach
customers where banks cannot

For chats and kyats
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OUTSIDE, a patch of grass affording a
spectacularview ofthe Sierra de Gua-

darrama is littered with cartridge casings.
Inside the Club de Tiro de Madrid (Madrid
Shooting Club), on the city’s northern
edge, over 400 people are fixing their
sights for the next three months. Their busi-
ness is not shooting but banking. Teams sit
at 27 tables workingon specific projects—to
improve the global mobile platform, say, or
to share information about job applicants.
At another 12 tables are data specialists, in-
house lawyers and others whose expertise
the teams will need. The targets are on the
walls: white boards that are soon covered
in yellow and pink Post-it notes, listing
tasks for the weeks ahead.

BBVA, Spain’s second-largest bank, be-
gan quarterly planning sessions like this
three years ago, in its Mexican subsidiary.
This is the fourth global gathering. The
idea, explains Derek White, head of global
customer solutions, is to replicate the nim-
bleness of financial-technology startups
(“fintechs”) at large scale. When a project is
conceived, a small group is assembled to
work on it within three days. A prototype
is created in six weeks. The finished article
should be “en las manos de los clientes”—in
customers’ hands—within nine months.
The quarterly cycle starts with a planning
session to thrash outpriorities. It ends with
a demo day, startup-style.

Western banks have so farproved large-
ly resilient to the digital disruption that has
upended retailing, the taxi and hotel
trades, and more. But they know they can-
not be complacent. They are spending bil-
lions on technology, and are both buying
and allying with fintechs.

e-mortality
Francisco González, BBVA’s executive
chairman since 2000, believes that sooner
or later the giants of the internet—Amazon,
Facebook, Google—will be his main rivals.
Because “the digital world doesn’t allow
many competitors”, in 20 years the ranks
of banks worldwide could be thinned
from thousands to dozens, which will
need scale to survive. Wariness of regula-
tion may delay the e-behemoths, but not
for ever. “If you are not prepared for this
precise moment, and you are not as effi-
cient as they are, you are dead.” 

Under Mr González—who began his ca-
reer as a computer programmer and says “I
do not see myselfas a banker”—BBVA start-
ed early. It began overhauling its comput-

ing systems in around 2007, a six-year task
Mr González says he would rather have
undertaken sooner. Now the bankis focus-
ing on what customers see “above the
glass” of their smartphones and on the in-
ternal processes below it. “At the end of the
day, we won’t be a bank any more,” he
says, but a “digital house”.

The planning sessions help to share
ideas and cost-savings across BBVA’s sub-
sidiaries in different countries. BBVA also
looks outside for expertise. In the past few
years, it has bought Madiva, a big-data
company, Spring Studio, a digital-design
specialist, digital banks in America and
Finland, and 29.5% of Atom, a British on-
line bank. Through Propel, a venture-capi-

tal firm, it invests in young fintechs. As if to
infuse the place with the startup spirit, at
BBVA’s headquarters in Madrid only Mr
González has his own office.

Carlos Torres Vila, the chief execu-
tive—an engineer by training, promoted by
Mr González from running digital oper-
ations in 2015—tracks the take-up of tech-
nology obsessively. In Spain digital sales
(eg, loans, mortgage or insurance policies
arranged online) made up 26.3% of the to-
tal, by volume, in the first eight months of
2017, up from 17.1% in 2016 and just 8.8% in
2015. The number using the app as their
main link to services has risen by 40% in
the past12 months.

The top brass believes that BBVA’s
growing wealth of information about its
customers, plus the trust that comes from
tending their money, gives it an advantage
over the tech giants. Even if people rarely
visit branches, they interact with the bank
more often on smartphones, says Mr
White. Therein lies a chance to become an

online marketplace for financial services,
including those of third parties—and per-
haps non-financial services too. Next year
the EU’s new Payment Services Directive,
known as PSD2, will open up customer
data, exposing banks to competition from
each other and from outsiders; BBVA’s
bosses insist that, for their bank, PSD2 is
more opportunity than threat. 

Valora, BBVA’s app for Spanish home-
buyers, indicates the bank’s direction. It
tells you the likely price of the house you
fancy, how much others nearby were sold
for and what your own might fetch—all
data pulled in from elsewhere. It assesses
the damage to yourmonthly budget and of
course steers you to BBVA for a mortgage.
People using BBVA’s mortgage simulator
are twice as likely to take out a loan if they
go through Valora.

Other ideas are popping up. Tuyyo, an
app for sending remittances between
America and Mexico, is due to appear on
October 16th—and other products, such as
insurance, could one daybe added to it. For
a few cents Colombian customers taking
out cash can buy insurance against being
robbed during the next few hours, by
pressing a button on the automated teller
machine; 250,000 did so in July and over
350,000 in August.

So far, however, the grand vision has
yielded more promise than profit. Grant-
ed, there is much to admire. BBVA’s return
on tangible equity in the second quarter, at
10.5%, was healthy by Europe’s modest
standards and 1.6 percentage points higher
than a year earlier. Its Mexican bank, BBVA
Bancomer, the country’s largest, boasts hef-
ty margins and is the biggest contributor to
group profit. BBVA’s stake ofjustunder half
in Garanti, Turkey’s second-biggest bank,
looks like a good bet on a young, tech-hun-
gry country, despite political turmoil there. 

But few clear signs suggest the techno-
logical transformation isyetyielding much
revenue. Analysts praise BBVA’s plans and
its early start, but also speak highly of ING,
of the Netherlands, Germany’s Commerz-
bank and others. They complain that Mr
Torres Vila’s indicators of digital progress
lack long-term financial targets (except for
the ratio of equity to risk-weighted assets,
at 11%; it beats that). The stockmarket is not
very impressed. Over the past five years,
little distinguishes BBVA’s share price from
those of Santander and CaixaBank, which
rank first and third in Spain (see chart). In
recent days all three have been dented by
the crisis in Catalonia.

“It takes four or five years to have a sub-
stantially different business,” Mr Torres
Vila says. A good flow of digital products
will take time to show a return. By then, Mr
González will be gone. He is 72 and the
bank’s rules say he must go at 75. If he is
right, the tech giants may by then be
parked on BBVA’s lawn. At least it will be
expecting them. 7

BBVA

Moving target

MADRID

The Spanish bankis in a hurry to reinvent itselfas a digital business. Investors are
having to be patient

Three of a kind
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THE credit-card bill arrives. You have enough money in a sav-
ings account to pay it off—the sensible thing to do, arithmeti-

cally speaking, since the interest rate on the credit-card balance
far exceeds that earned on the savings. Yet you leave the savings
untouched, and pay only as much of the bill as your current-ac-
count balance allows. What looks a daft choice to most econo-
mists makes perfect sense to Richard Thaler, who on October 9th
was awarded the Nobel prize for economics for his work in be-
havioural economics. Mr Thaler helped demonstrate how hu-
man reasoning diverges from that of the perfectly rational homo
economicus used in most economic modelling. The world, and
the field ofeconomics, is better for his contributions.

Economists mostly recognise that normal people fall short of
perfect rationality in day-to-day decision-making. Economic
modelling requires simplification, however, and economists gen-
erally suppose that theories assuming people are well-informed
and rational offer the best available account ofeconomic activity.
Over time, however, scholarshave builtup an imposing list ofthe
ways in which humans systematically refuse to behave as the
models predict. Economists such as Herb Simon (who won the
Nobel in1978), Daniel Kahneman (2002) and Robert Shiller (2013)
are celebrated for their contributions to this effort. But perhaps
more than any other scholar, Mr Thaler lifted behavioural eco-
nomics to prominence, and helped put its lessons into practice.

Mr Thaler, an American born in New Jersey in 1945, spent
most of his early career at Cornell University before moving to
the University ofChicago in1995. Unusually for an economist, he
is known for the clarity ofhis ideas and the quality of his writing.
“Nudge”, a book co-written with Cass Sunstein, is both an ex-
traordinarily influential work and a bestseller. Its lessons have
been adopted by governments across the world; “nudge units” in
America and Britain studied how to boost saving and taxpaying,
encourage healthy behaviour and reduce energy use.

“Nudge” drew on years of work by Mr Thaler and co-authors
identifying oddities in human behaviour. Setting out to explore
why people feel losses more keenly than gains, he helped uncov-
er the endowment effect: a tendency to value something more
highly just because you own it. To detect it, he distributed coffee
mugs at random to halfofa group oftest subjects, who were then

invited to sell the mugs, if they wished, to the other, mugless half.
Theory would predict that those with and without mugs should
value them the same, on average, and so about half of the mugs
should change hands. In fact, those with mugs valued them more
than those without. Offers to buythe mugsbythe have-nots were
usually too low to convince the haves to sell, and relatively few
transactions tookplace.Thisfinding, since replicated manytimes,
suggested that the contextofan economicchoice matters. That, in
turn, means that the way choices are framed, by firms or govern-
ments, can influence how people respond.

The importance of context also arose in Mr Thaler’s work on
“mental accounting”. In thinking about money, people tend to
compartmentalise, grouping certain types ofspending or income
together. In some cases this might amount to a strategy for man-
aging imperfect self-control (as in the credit-card debt example).
More broadly, it reflects the human tendency to tackle cognitive
problems in pieces, rather than as a whole. When petrol prices
fall, for example, drivers sometimes switch from regular-grade
petrol to premium (rather than use savings out of the “petrol” cat-
egory somewhere else). Because of this mental pigeonholing,
taxi drivers who aim to earn a certain amount each day may stop
workearlyonbusydaysand lateron slowones, though the oppo-
site approach would maximise earnings per hour.

Mr Thaler, with his colleague Hersh Shefrin, understood
choices as battles between two competing cognitive forces: a
“doer” part of the brain focused on short-term rewards, and a
“planner” focused on the long term. Willpower can help sup-
press the doer’s urges, but exercising restraint is costly. This inter-
nal struggle is continuous, so individual preferences are not con-
stant over time (whether you have another beer may depend on
the state of the brain at a given moment). It also means that pre-
senting people with a “choice architecture” which favours the
planner over the doer can have big effects on behaviour. That in-
sight became the basis for “nudging”. Making enrolment in pen-
sion plans the default for new employees (ie, they must decide to
opt out rather than opt in) dramatically increases the share ofem-
ployees saving through such programmes, for example.

Mr Thaler, with Mr Kahneman and Jack Knetsch, also worked
to understand the role offairness in judging economic outcomes.
They conducted experiments in which a student chosen at ran-
dom was asked to divide $20 between himself and another sub-
ject. Only rarely would the student keep most of the money, as
pure rationality suggests he should. Similarly, the authors used
surveys to show that people find practices like price gouging in
the wake of disasters unfair. In some multi-round experiments
players chose to punish participants who acted selfishly in early
rounds, even if that meant accepting a lower payout themselves.

Best laid plans
These insights—that people care about fairness, find self-control
hard and hate losing what they already have—may seem trivial
outside the strange world of economics. In fact, the greatest con-
tribution of behavioural economics may have been to nudge the
field awayfrom attempts to extrapolate grand theories from basic
rules of individual behaviour. Today ambitious economists are
quite likely to immerse themselves in empirical workfocused on
specific policy questions. That is a legacy worth treasuring, how-
ever you do the mental accounting. 7
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AFTER 4,000 years of development, you
might assume that just about every-

thing there is to be known about glassmak-
ing has already been found out. Not so.
Though the basic recipe of sand, soda and
lime remains the industry’s core, first al-
chemists and then chemists have tinkered
with the ingredients over the centuries to
produce specialised products. For clarity
and sparkle in tumblers and decanters,
they added lead. For heat resistance in
ovenware, they added boron. For a beauti-
ful blue colour in drinking vessels and dec-
orative bowls, they added cobalt. To in-
crease the speed at which light traverses it,
as may be useful in an optical fibre, they
added germanium. To reduce that speed,
they added fluorine. And so on.

So when, one day in 2006, Steve Jobs,
the founder of Apple, came knocking on
the doorofCorning, one ofthe world’s big-
gest glassmakers and based in an upstate
New York town from which it took its
name, they were ready for him. The re-
quest was for a perfectly clear, tough and
scratch-resistant glass to cover the screen
of Apple’s newly designed “iPhone”. Jobs,
being Jobs, wanted it in six months. 

Scientists at Corning’s research centre
produce thousands of new formulations
of glass every year. Some are promising
enough to go to a small glassworks within

tion of the stuff (the latest iteration, re-
leased last year), can survive four times out
of five if dropped facedown from a height
of 1.6 metres (63 inches) onto a rough sur-
face. As a consequence, Jobs’ job was but
the first of many. Gorilla Glass is now
found in some 5bn smartphones, tablet
computers, laptops and other devices pro-
duced by electronics companies around
the world. It isbeginning to appear in other
things, too, including cars—an ironic devel-
opment, as the motor industry, one puta-
tive destination of the original version
from the 1960s, had rejected it back then.

Two tricks give Gorilla Glass its
strength. One is its composition—or, rather,
the way that composition is modified in
the middle of the manufacturing process.
The other is a detail of this process itself. 

The material starts off as a mixture of
silica, aluminium oxide (a standard
strengthening agent) and sodium oxide.
This mix, once molten, is turned into a
sheet using the “fusion draw” process, a
technique pioneered by Corning. Fusion
drawing involves pouring molten glass
into a V-shaped trough and letting it over-
flow down the sides of that trough, cling-
ing to them and running down them as
treacle might cling to and run down the
outside ofa bowl. 

As the two streams of glass meet at the
bottom of the V their inner surfaces fuse
into a single, thin sheet. Because the out-
side surface ofeach stream has had no con-
tact with a production surface, those sur-
faces do not pick up any contamination or
other damage, and emerge flat and devoid
of defects. Materials break at their weakest
point. For a sheet of glass that is often an
impurity, crack or scratch on its surface. Fu-
sion drawing eliminates such weakness.

the centre, for trial production—but only a
few make it to market. Everything that is
learnt, however, is filed away for a rainy
day. Asearch in the archives in light ofJobs’
request turned up a project from the 1960s
to develop a toughened lightweight glass
for industrial use. The new glass had been
made in small volumes, but it never took
off and was abandoned. Corning re-
worked the formula to produce a strong,
thin glass suitable for touchscreens. They
also reworked the name. And thus was
born Gorilla Glass.

Touchy feely
Gorilla Glass’s unique selling point is not
that it is tough, but that it stays tough when
formed into sheets thin enough to protect
the surfaces of the touchscreens of today’s
increasingly skinny mobile devices with-
out affecting those screens’ function. That
means permitting the circuits within a
screen to locate the position of a finger
placed on the surface. In manyportable de-
vices that is done by detecting a tiny
change in an electrical charge across the
screen at the point where the finger touch-
es. Too thicka screen can make this change
harder to detect. Since its launch, Gorilla
Glass has been getting thinnerand tougher
still. According to Corning, a sheet less
than 1mm thick, made of the fifth genera-
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2 The next stage, modifying the glass’s
composition to impart strength through-
out its volume, involves immersing the fu-
sion-drawn sheet in a hot bath of potassi-
um salts. This results in a process called ion
exchange, in which sodium ions within
the glass are forced out and replaced by po-
tassium ions from the bathing solution. So-
dium and potassium are chemically simi-
lar, which is what permits this to happen.
But potassium ions have about two-and-a-
half times the volume of sodium ions.
When the glass cools, this extra ionic vol-
ume compresses the material from the in-
side. That makes it more resilient to knocks
and scrapes. 

Gorilla Glass dominates the market for
cover glass for electronic equipment, but it
faces rivals, includingDragontrail, a chemi-
cally toughened glass manufactured by
Asahi Glass in Japan. This is made using
the float-glass system, in which molten
glass is floated onto a bed of molten metal.
(The technique was invented in the 1950s
by Pilkington, a British glassmaker which
is now owned by NSG, a rival Japanese
glassmaker.) Another potential competitor
is sapphire glass, which is not really a glass
at all, but rather a crystalline material that
is a synthetic version of the eponymous
gemstone. Sapphire glass isextremely hard
and is used in some high-end watches, but
it can be heavy and is more expensive than
Gorilla Glass—though researchers are try-
ing to reduce both its weight and its cost. 

Corning, meanwhile, is pushing Gorilla
Glass, and other specialist glasses made by
fusion drawing, into more areas. According
to Jeffrey Evenson, the firm’s chief strategy
officer, tough, lightweight glass opens up
new possibilities for giant display screens
and for use as part of the architecture of
buildings. Entire walls and tabletops could
become displays with touch-sensitive sur-
faces. Windows, too, will contain electron-
ic layers, allowing their transparency to be
tweaked as desired—and perhaps even
permitting them to gather solar energy
from non-visible frequencies, to generate
electricity. Other types of glass will be-
come more flexible, enabling portable de-
vices to be bendable, or even foldable.

One of the biggest areas for growth, Mr
Evenson reckons, will be in cars. Already,
instruments and switches on the dash-
boards ofnew cars are being replaced with
touchscreens. As glass can be formed into
different shapes, these screens can be
curved into the contours ofa vehicle’s inte-
rior. But Gorilla Glass, or something like it,
could also be employed to make car win-
dows. These, being thinner than existing
windows, would be lighter and thus save
fuel (or, in a battery-powered car, electric-
ity). A version of Gorilla Glass is already
being used for the windscreen ofFord’s GT
sports car. Ford reckons the new glass is
about 30% lighter than what it is replacing.
It isalso stronger, and scratch-resistant. Fur-

ther ahead, electronics could be incorpo-
rated into the glass, to project images onto
the windscreen, to assist drivers.

Perhaps, one day, one of Gorilla Glass’s
descendants will be strong and tough
enough to abolish the windscreen alto-
gether, and replace it, the other windows
and the roofwith a single, transparent can-
opy. For drivers, while drivers there contin-
ue to be, thatwill improve visibility. And, if
cars of the future really do become driver-
less, it will let everyone on board relax and
enjoy the scenery. 7

DO MEN, in essence, marry their moth-
ers, and women their fathers? And do

they also choose mates by smell in a way
that is likely to result in healthy offspring?
These are both old hypotheses and both
have been tested by studies published this
week. Only one of them, however, seems
to hold up.

Janek Lobmaier of the University of
Bern, in Switzerland, and his colleagues,
looked at the question ofsmell. Their work
appears in the Proceedings of the Royal
Society. Lisa DeBruine of the University of
Glasgow, in Britain, and her colleagues
looked, in a paper posted to bioRxiv, an on-
line database, at eye colour—specifically,
whether the eyes of someone’s lover
match those ofa pertinent parent.

Dr Lobmaier and his team were testing
the idea that people literally sniff out part-
nerswith appropriate majorhistocompati-
bility complex (MHC) genes. Individuals
with more diverse sets of MHC genes have

stronger immune systems. Mates with dif-
ferent MHC genes are thus likely to have
healthier offspring. MHC genes also affect
body odour, so it is no surprise that many
species of animal choose, on the basis of
odour, mates with dissimilar MHC genes. 

Whether people follow suit, though, is
unclear. Experiments have produced
equivocal results. So, to nail things down,
Dr Lobmaier recruited 42 female odour do-
nors and 94 male odourraters, all ofwhom
gave blood samples that he analysed to de-
termine which versions of six different
MHC genes they possessed. Every man
was asked to rate the smell of eight wom-
en, collected on a cotton pad held over-
night in the armpit of the woman in ques-
tion. Crucially, which had not been the
case in previous work, these samples were
all collected at the point in the volunteers’
menstrual cycles when their fertility was
at its peak. Four of the eight were from
women with similar MHCs to the man do-
ing the sniffing, and four were from wom-
en with dissimilar MHCs.

Dr DeBruine’s experiment, meanwhile,
involved 150 men and 150 women, half of
whom in each case had long-term lovers of
the same sex. She asked participants their
own eye colour, that of their lover and that
of their parents. She then sorted these col-
ours, for statistical convenience, into two
groups: light (hazel, green, blue-green, blue
and grey) and dark (black, dark brown and
light brown). Her aim was to test three con-
flicting hypotheses: that people are attract-
ed to mates similar to themselves; that
daughters genetically inherit preferences
from mothers, and sons from fathers (so
they will prefer the eye colour of the other
parent); or that preferences are learned by
imprinting on a parent.

For heterosexuals, however, the out-
come of the second and third hypotheses
would be the same. It was by including gay
men and women in her sample that Dr De-
Bruine thought she might be able to distin-
guish between them. A gay son, she hy-
pothesised, would imprint on his father,
and a gay daughter on her mother.

And so it proved. When she crunched
the numbers, she found that gay men and
straight women were both twice as likely
as chance would predict to have a lover
with a similar eye colour to their father’s.
Likewise, straight men and gay women
were two and a half times as likely as
chance to have lovers of a similar eye-col-
our to their mother’s. Though eye-colour is
but one of many features that may attract
romantic interest, in its particular case, that
attraction seems likely to be imprinted. 

As to Dr Lobmaier, he found that,
though the men in his study expressed
strong likes and dislikes concerning the
odours he asked them to smell, these bore
no relation to the MHCs of the women in-
volved. On that hypothesis, then, it is back
to the drawing board. 7
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Clean energy and ecology

Flexing the mussels

IN THE North Sea, wind power is boom-
ing. At the moment the world’s biggest

offshore wind farm, with a capacity of
630MW, sits in the Thames Estuary. But
the London Array, as this farm is known,
will not hold the record for long. Another
farm, over twice the size, is under con-
struction offthe coast ofYorkshire. Of the
six countries with the most installed
offshore capacity, five are part of the
North Sea’s littoral. (The exception is
China.) Bloomberg New Energy Finance,
a research firm that keeps a close eye on
the industry, reckons the world’s offshore
wind-generation capacity will quadruple
by 2025.

Given the need to cut carbon emis-
sions, that is welcome news. But, just
because wind turbines produce little
carbon dioxide does not mean they have
no environmental impact. In a study
posted on the arXiv, an online repository
ofscientific papers, Kaela Slavikand her
colleagues at the Helmholtz Centre for
Materials and Coastal Research, in Gees-
thacht, Germany, explore the effects that
the turbines might have on local wildlife.

As every sailor will tell you, almost
anything immersed in seawater for long
enough will be settled by living creatures.
Wind turbines—or, rather, the concrete

pilings upon which they sit—are no differ-
ent. Turbines in the North Sea provide a
particularly enticing home for a type of
tasty, edible mollusc called the blue
mussel. FINO1, a German research plat-
form, for instance, was found to have an
average of4.3 tonnes ofmussels clinging
to each of its four piles. Dr Slavik and her
colleagues wondered what might hap-
pen as more and more turbines prolifer-
ate across the North Sea.

One thing seems certain: there will be
plenty more mussels. The team calculate
that, ifall the wind farms currently
planned for the North Sea are built, they
will provide extra habitat equal to about
a fifth of the naturally occurring mussel
beds along that sea’s coasts.

This will have consequences. Mussels
eat plankton that they filter from the
surrounding water. Dr Slavik’s computer
modelling suggests plankton numbers
around wind farms could fall by as much
as10%. Since plankton are at the start of
most marine food chains, that will mean
less of them for other animals, such as
anemones, scallops and jellyfish, and
thus less of those species and others that
in turn depend on them. It will, however,
mean more food for species that eat
mussels, ofwhich there are many—star-
fish, seagulls, seals and, not least, people,
especially Belgians, who have already set
up an experimental mussel farm on one
of their wind farms.

Wind-farm piles may even increase
the North Sea’s biodiversity, by providing
homes for species that do not currently
live there. One such is the marine splash
midge, a fly originally from Australia.
After hitching a ride to Europe on ship
hulls, it has been found flourishing just
above sea level on the piles ofDanish
and Swedish wind farms.

Whether local ecosystems will benefit
from a new midge joining them remains
to be seen. People, though, are unlikely to
be inconvenienced. Unlike the midges
that terrorise the Scottish Highlands,
marine splash midges do not bite.

Offshore wind farms are spreading. That will change life in the sea

Fresh from the wind farm

ROUGHLY one human pregnancy in ten
presents complications (for example,

breech presentation) that might justify the
baby being delivered by Caesarean sec-
tion. In some places that is not possible,
and mother and infant have to take their
chances with a normal delivery. But the
opposite is also true. Elective Caesarean is
becomingmore and more common. In Bra-
zil, Italy and Iran more than 40% of chil-
dren are born this way. 

That a stressful and expensive proce-
dure is being conducted more often than is
strictly necessary has long been a concern.
But, more recently, a second worry has
emerged. This is that Caesarean section
stops infants picking up, from their moth-
er’s vaginas and perineums, bacteria that
would normally establish themselves in a
newborn’sgut, and bydoingso improve its
future health. Accumulating evidence sug-
gests three things, in particular. These are
thatCaesarean babiesare more prone than
others to allergies (in which the immune
system responds to inappropriate stimuli,
such as nut proteins), to autoimmune dis-
eases (in which the immune system at-
tacks body cells, as happens in type-1 dia-
betes), and that they are also more likely to
become fat. A study published in Science
Advances this week, by Maria Dominguez-
Bello at New York University School of
Medicine, speaks to the latter hypothesis.

A connection between obesity and the
types of bacteria living in someone’s gut is
well established, and thus seems the likely
explanation for the link between Caesar-
eans and obesity. But this could come
about in one of two ways. Either the proce-
dure itselfkeepsbabyand bacteria apart or
the large amounts of antibiotics which
usuallyaccompanythe surgeryare respon-
sible. Since testing the distinction on peo-
ple, though easy, would be unethical, Dr
Dominguez-Bello turned instead to mice.
She permitted some pregnant rodents to
give birth naturally, while performing anti-
biotic-free Caesareans on others. She then
raised the pups in identical conditions.

Her sample was not large—a mere 13
pregnant females produced 69 offspring,
of which 35 were born naturally and 34
were delivered by Caesarean. But her re-
sults were conclusive. At 15 weeks of age,
pups that had been delivered naturally
weighed an average of39 grams. TheirCae-
sarean-delivered kin averaged 45 grams.
The probability of this difference resulting
from chance is less than one in 1,000.

Moreover, when Dr Dominguez-Bello ex-
amined the gut bacteria of her mice she
found that those born naturally had a nor-
mal mixture while those born via Caesar-
ean lacked Bacteroides, Ruminococcaceae
and Clostridiales. These are all groups as-
sociated with lean bodies. 

It seems, then, that in mice—and by ex-
tension presumably in women—it is the
operation itself rather than the associated

antibiotics that are promoting bacteria-
mediated obesity. Fortunately, as Dr Do-
minguez-Bello points out, this should be
an easy problem to fix. She is now experi-
menting with taking a swab of the moth-
er’s vagina and wiping it on an infant’s face
shortly after a birth by Caesarean, to try to
pass on the relevant bugs. It might sound
distasteful. But if it works it will give Cae-
sarean babies a better start in life. 7
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THISisnot reallya bookabout the future
of warfare, with all that might imply in

termsofexotic technologies thatwill trans-
form not only the character of war, but,
some believe, even its very nature. Law-
rence Freedman does indeed discuss the
impact of cyber-attacks, artificial intelli-
gence and machine learning on the con-
flicts of the future. But that is not his main
purpose. The clue is in the title. The author,
arguably Britain’s leading academic strat-
egist, examines how ideas about how fu-
ture wars could be fought have shaped the
reality, with usually baleful results.

In the middle of the 19th century, a gen-
eration afterWaterloo, the classical ideal of
warfare, seemingly epitomised by Napo-
leon but derived from the ancient Greeks
and the Romans, still held sway. Wars
would be short and victors would achieve
their (usually) limited political aims. Maxi-
mum effect with the first blow was crucial,
preferably achieved by forcing an adver-
sary into a “battle ofannihilation”.

Prussia’sdefeat ofFrance at the battle of
Sedan in 1870 and the surrender of Napo-
leon III showed how it should be done.
Prussian military organisation and tactical
genius, embodied byHelmuth von Moltke,
had demonstrated the classical ideal in a
modern context. Prussia’s success
spawned imaginative works, such as the
fictional tale of “The Battle of Dorking”,
published in England the following year,

possibility that wars between great pow-
ers could be decisive and quick endured.
By restoring mobility and manoeuvre to
the battlefield, tanks and planes would re-
vive the classical ideal. National resistance
movements fighting on after defeat would
be ruthlessly crushed. Once again, an idea
about the future of war made a real war
not just imaginable but attractive. And just
as before, despite the early successes of the
Germans in Russia and the Japanese at
Pearl Harbour, the near-inevitable defeat
of both by more powerful coalitions dem-
onstrated the folly of those ideas.

Today, the same wishful thinking is as
stubborn as ever. The so-called revolution
in military affairs (RMA), begun in the
1980s, brought together a cluster of new
technologies that, as the author puts it,
“collected, processed, fused and communi-
cated information with those that applied
military force”. These included digital net-
works, fast data links, sensors and preci-
sion guidance using GPS or lasers.

Initially developed to give NATO com-
manders the ability to destroy numerically
superior Warsaw Pact tank formations
without having to resort to nuclear weap-
ons, their devastating effectiveness was
not fully understood until the first Gulf
war in 1991. Cruise missiles snaked through
Baghdad streets on their way to their tar-
gets, and videos showed laser-guided
bombs exploding with pin-point accuracy.
This seemed to announce the advent of a
form of warfare that combined the best of
the classical ideal with the promise of min-
imal casualties (even of the adversary,
whose forces could be destroyed without
the mass killing ofcivilians).

But once again, the future of war defied
those who had come to believe that wars
could be quick and relatively painless for
those with superior technology and doc-

depicting a successful invasion. Almost
equally imaginative war plans drawn up
by general staffs across Europe warned
how a nation lacking in preparedness
could be quickly defeated by a competent
aggressor (usually expected to be Prussia/
Germany). Little attention was paid to the
problem the Prussians had after Sedan of
subduing a population that did not accept
the verdict of the battlefield.

Even as people’s wars were replacing
the “cabinet” wars of the past, the belief in
swift, clean victories became ever more
baked into concepts of future war. In par-
ticular, the German general staffbefore the
first world war, led by the victor of Sedan’s
nephew, Helmuth von Moltke the youn-
ger, was in the grip of short-war illusion.
Thiswasnot for lackofevidence to the con-
trary: the history books available to them
could have shown how rare it was for sin-
gle battles or brilliant generals to be deci-
sive. Most wars have been wars of attri-
tion, settled by which side had more
staying power through the ability to apply
men and materiel. Nearly all the belliger-
ents in 1914 believed theywould be fighting
a short war, until they found they weren’t.

Even after that experience, belief in the

Military planning
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2 trine. The Iraq war and its aftermath came
as another salutary shock. Although Iraq’s
army quickly succumbed to “shock and
awe”, the RMA was little help against a bru-
tal insurgency in which the main battle-
ground was cities and the enemy’s weap-
ons were suicide-bombers and
improvised explosive devices.

Today, advocates believe that another
technological advance could fundamen-
tally change the character of war. Un-
manned systems equipped with artificial
intelligence and varying degrees of auton-
omy suggest a future of war in which ma-
chines take the brunt of the fighting and
make decisions at hyper-speed. Cyber-
weapons that blind and disable the ene-
my’s own systems could become more im-
portant than physical violence in deter-
mining outcomes.

Will these technologies make warmore
likely by making it more acceptable? Sir
Lawrence is sceptical. The bar for interstate
wars between major powers will, merci-
fully, remain high thanks to the deterrent
of nuclear weapons. On current trends,
most wars will be civil wars in weakstates,
or “hybrid” wars in which cyber-disrup-
tion, false information and infiltration are
the weapons of choice. Fighting is more
likely to be in bigcities than in open terrain,
because that is where most people live.
The battle of Mosul is a reminder of how
lethal and destructive urban warfare re-
mains for both fighters and civilians.

But even this is uncertain: the one thing
that Sir Lawrence is sure of is that predic-
tions of future war rarely get it right. His
message to policymakers is to beware
those who tout “the ease and speed with
which victory can be achieved while un-
derestimating the resourcefulness of ad-
versaries”. Anybody who thinks other-
wise should read this book. 7

THE gradual implosion of an autocracy
can open up a dangerous void. In

Myanmar, on a fragile path ofdemocratisa-
tion after nearly half a century of military
rule, the power of the forces that filled that
void—nationalism and religion—is only
now becoming clear. 

“Myanmar’sEnemyWithin”, byFrancis
Wade, explores the outbreak of violence
between Buddhists and Muslims in Myan-
mar’s Rakhine state in 2012, and how it

went nationwide in the years that fol-
lowed. Mr Wade, a journalist who has re-
ported on the country for nearly a decade,
looks at nationalism, the pitfalls of the
democratic experiment in Myanmar and
how the military’s manipulation of ethnic
and religious identities laid the foundation
for conflict between the two communities.
Published ten days before attacks by Mus-
lim-minority Rohingya insurgents trig-
gered a state-led campaign of ethnic
cleansing that has pushed more than
500,000 stateless Rohingyas across the
border to Bangladesh, Mr Wade’s book is
exceptionally timely.

His most intriguing passages come
when telling the stories ofordinary people
caught up in this vicious ethno-national-
ism. There is a young Buddhist nationalist
who speaks of the necessity to build a
“fence of bones” to defend Buddhism; a
young Mon woman who sheds her ethnic
identity to become registered as a Ba-
mar—a member of the country’s ethnic
majority—in order to get jobs and educa-
tion available only to Bamars; and a Rohin-
gya man who also gives up his religious
and ethnic identity to enter the army, end-
ing up as an enforcer of an apartheid sys-
tem directed at his own people. 

Mr Wade exposes a bizarre narrative
promoted by the Buddhist and Bamar ma-
jority—that Islam, with only a few million
adherents in a country of53m, has become
the new threat to Myanmar. The book ex-
plores the tangled roots of Myanmar’s
ethno-nationalism: a toxic mix of the bur-
den of colonial rule, the army’s Burmani-
sation project and hate speech by radical
monks, all left unchecked by a weak state
and enabling politicians. It describes the
deep-rooted fears of Rakhine Buddhists of
losing resources and status to the Rohin-
gyas, the collapse of social cohesion in
Rakhine and the systematic dehumanisa-
tion of the Rohingyas, whom most Bur-
mese regard as Bengali immigrants. But the

author also finds communities—away
from the camps and ghettos—where Bud-
dhists and Muslims had not withdrawn
“into their collective shells” and “the pro-
ject ofsegregation wasn’t viable.” It would,
Mr Wade writes, “have taken a pogrom of
unimaginable intensity to drive Rohingya
out of Buthidaung”, a town in northern
Rakhine. Sadly, after Mr Wade’s book was
written, just such a pogrom came: Buthi-
daung, like much of the surrounding area,
is now all but empty ofMuslims.

Mr Wade offers a lucid account of what
all of this means for Myanmar’s political
future. The Burmese nationalist move-
ment—traditionally a domain of the ruling
elite—is now mainstream. And it has be-
come the chief threat to the democratic
transition, “for itshostility towardscalls for
inclusivity played into the hands of regres-
sive forces that had no desire to see the
democratic opening come to fruition.”

Unless something extraordinary hap-
pens, the Rohingyas’ future now lies out-
side Myanmar. The army has radicalised
its western districts, stoked anti-Western
sentiment and created a new fault line in
Asia between Buddhism and Islam. Mr
Wade’s bookis vital to understanding how
things could go so disastrously wrong. 7

Myanmar and the Rohingyas

At first light the
darkness fell

Myanmar’s Enemy Within: Buddhist
Violence and the Making of a Muslim
“Other”. By Francis Wade. Zed Books; 280
pages, $24.95 and £14.99

Personae non gratae in Myanmar

FOR Eli Finkel, the rise of speed dating
was almost too good to be true. A psy-

chologist at Northwestern University who
studies relationships, he found that hook-
ing up recording equipment at the tables
where singles have brief chats with multi-
ple prospective dates offered an extrava-
ganza ofdata. The ability to follow up with
participants for years afterwards helped
make Mr Finkel one of the leading lights in
the realm of relationship psychology. 

Then, after his wife suffered two diffi-
cult pregnancies and post-partum depres-
sion, his own marriage, rewarding up until
that point, was suddenly struggling for life.
Love, intimacy and sex were all but gone.
In his candid first book, “The All-or-Noth-
ing Marriage”, Mr Finkel examines both
how he and his wife survived the worst,
and how other couples might do the same.

He argues that high expectations for a
marriage greatly benefit a couple when 

Marriage

What goes down
may come up

The All-or-Nothing Marriage: How the Best
Marriages Work. By Eli Finkel. Dutton; 352
pages; $28

The State of Affairs: Rethinking Infidelity.
By Esther Perel. Harper; 336 pages; $26.99.
Yellow Kite; £14.99
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2 times are good, but are counterproductive
when times are tough. Mr Finkel and his
wife made it through their own emotional
rough weather by lowering expectations
for a few years. It was instinctive at the
time, but he later discovered the research
ofJamesMcNultyatFloridaStateUniversi-
ty which finds that couples with high ex-
pectations are almost twice as happy dur-
ing easier times as couples with lower
expectations—but they are also almost
twice as unhappy during hard times.

MrFinkel describesotherstrategies that
couples can use to heal damaged mar-
riages. Some of these are minor “love-
hacks” like cultivating gratitude. Research
shows that when couples regularly spend
time thinking about the investments in the
relationship that their partner has made,
they end up feeling more committed to the
marriage. And in ongoing work with his
colleague Elaine Cheung, Mr Finkel is find-
ing quantifiable value in outsourcing mar-
ital needs: seeking friends who provide
somethingthe spouse cannot, like a love of
dancing or debate. Overall, he concludes
that people today want their marriages to
provide everything, but this unrealistic
goal is often the enemy of making a mar-
riage good enough to last. 

Inevitably, some marriages face the
hardest test: infidelity. Most books are pre-
scriptive, with tips on how to prevent the
crisis in the first place, or how to dump the
bum and weather the trauma. As most are
written for the loyal spouse, the philander-
ers are often cast as villains. Such moralis-
ing, suggests Esther Perel, is not helpful.
With “The State ofAffairs”, she hopes to in-
spire “a more productive conversation”
about cheating.

Since publishing “Mating in Captivity”
in 2006, Ms Perel has become a globe-trot-
ting guru on sex and relationships. She has
noticed that no subject fascinates and un-
nerves people more than infidelity—“uni-
versally forbidden yet universally prac-
tised”. People assume that affairs are
symptoms of relationships gone awry;
that the adulterer is always the selfish one;
and that affairs are always harmful to a
marriage. Ms Perel uses this sensible book
to dispel these myths and to show that af-
fairs can sometimes even fortify relation-
ships, so long as they spur a couple to dis-
cuss what has long been left unsaid. 

Just how many people stray is anyone’s
guess, as few can agree on what counts as
infidelity (sexting? a lap-dance?), and there
are few incentives for honesty. But every-
one seems to agree that the numbers are
rising, largely because female philanderers
are gaining on men. This may seem like a
consequence of a sexually permissive age,
yet views of infidelity are actually harsher
than just a few generations ago. Ms Perel
thinks that this is because couples who
marry for love invest more of their self-
worth in their relationships. When a mar-

riage is built on emotion, rather than prag-
matism or duty, it is more vulnerable to the
vagaries of the heart and the temptations
ofTinder. When a lover is also a best friend
and confidant, betrayal cuts more deeply.

Sometimes an affair is a signal that a re-
lationship should end. But plenty of adul-
terers are content with their home lives.
Prising out the stories of happy people
who cheat, Ms Perel learns that many adul-
terers are most excited to discover a new
self—one that is creative, erotic and very
much unlike the devoted mum who
spends her days chauffeuring her children.

Ms Perel’s critics say she is soft on those
who cheat, but she acknowledges the grim
effects of infidelity. A betrayal can not only
hijack a couple’s hopes and plans, but also
destroy their sense of history. There are
good reasons why discovering an affair
can make someone crazy, not leastbecause
transgressions nowadays tend to leave an
extensive digital trace. 

How do couples move past an affair?
Once the initial crisis is over, Ms Perel rec-
ommends conversations rooted in curios-
ity. Partners who probe the meaning of an
affair are better able to bring into their rela-
tionship whatmighthave been missing, be
it candour, eroticism or an awareness of a
partner’s allure to others. Although “our
creative imagination seems to be richer
when it comes to our transgressions than
to our commitments,” Ms Perel notes that
quite a few people manage to bring their
new-found selves back to their partners. 

Ms Perel is not suggesting that couples
in a rut indulge in a bit of infidelity. “I
would no more recommend having an af-
fair than I would recommend getting can-
cer,” she says. But just as many people who
survive life-threatening illnesses come to
appreciate the pleasures of life anew, so
too can couples who brave the turmoil of
an affair emerge feeling invigorated. 7

INCITEMENT to violence is one offew ex-
ceptions the Supreme Court has carved

out from America’s most celebrated consti-
tutional right: the right to free speech. But
on today’s college campuses, struggles
over speech extend well beyond expres-
sion thatencouragesphysical harm. In 2015
a lecturer at Yale was excoriated—and felt
compelled to resign—after she raised ques-
tions about the college’s plea that students
avoid culturally insensitive Halloween
costumes. The next year the dean of stu-
dents at the University ofChicago caused a
stir by coming out against “intellectual
‘safe spaces’” where students “retreat from
ideas and perspectives at odds with their
own”. Studentshave repeatedlysucceeded
in having invitations to controversial
speakers cancelled, and even made ten-
ured faculty fear provocative comments.

These students think they are sticking
up for the vulnerable, practising a kind of
self-defence. Others wonder what hap-
pened to the spirit of inquiry that is meant
to be the point of a university. Nearly half
of students advocate some curbs on ex-
pression, and nearly a fifth think it accept-
able to shut down unacceptable speech
with violence. On October 9th, the presi-
dent of Texas Southern University got in
on the act, cancelling a speech by a Repub-
lican legislator in mid-stream after student
protesters tried to disrupt it. The talk hadn’t
been scheduled through proper “universi-
ty procedures”, he said.

These developments are alarming, but
it is a mistake, argues Sigal Ben-Porath of
the University of Pennsylvania, to con-
clude that today’s student activists have no
serious concerns. In “Free Speech on Cam-
pus”, a reflection on her time as chairman
of her university’s committee on open ex-
pression, Ms Ben-Porath urges a re-think-
ing of the battles over campus speech. Her
book begins with a broad defence of free
inquiry: “Speech, including controversial
speech, is central to teaching and learning”
and to campus life. She rejects speech
codes, mandatory sensitivity training and
systems whereby students report episodes
of professor bias to administrators. She
criticises the president ofWilliams College
for stepping in last year to cancel a talkby a
lecturerwith racistviewswho had been in-
vited by a student group. It is wrong, Ms
Ben-Porath argues, “to forgo free speech for
the sake ofadministrative order”.

Still, she says, the activists have a point. 

Speech on the quad

The talking cure

Free Speech on Campus. By Sigal
Ben-Porath. University of Pennsylvania Press.
128 pages; $19.96 and £15.99
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2 As colleges become more diverse, the stu-
dents they teach often find campus life sti-
fling or unwelcoming. Any university ef-
fort to protect freedom of speech, Ms
Ben-Porath suggests, is incomplete with-
out genuine attempts to include all stu-
dents in the speaking. She calls this combi-
nation of robust speech protection and
harnessing all voices “inclusive freedom”.

Though she disdains speaker disinvita-
tions and other limits on speech, Ms Ben-
Porath has no trouble with trigger warn-
ings to alert students to a potentially trou-
bling reading. These are “good pedagogy”,
not a “surrender to weakness and laziness
of thought”. She also speaks up for much-
maligned safe spaces where students can
find comfort in the companyofothers who
share an aspect of their identity. But the
university itself should not be one big in-
tellectual safe space; protecting students’
dignity is not the same as protecting them
from challenges to their ideas.

That is a sound analytical distinction,
but it is not clear how it should work out in
practice. Consider the mêlée in March at
Middlebury College, where Charles Mur-
ray, best known for his 1994 book arguing
that IQ variation between racial groups is a
cause of inequality, was invited to speak
about his book from 2012 on divisions be-
tween American whites. Hundreds of
alumni signed a letter calling Mr Murray’s
invitation “unacceptable and unethical”,
and the students were never going to listen
to him. After jeers made holding the public
lecture impossible, he gave his talk in an
improvised video studio. Afterwards, cha-
os erupted and Mr Murray’s host, a Mid-
dlebury professor, suffered a concussion.

Violently disrupting a speech is anti-
thetical to intellectual openness. But the
protesters felt that Mr Murray’s presence it-
self was an assault—in Ms Ben-Porath’s
words, a “dignitary harm” on minority stu-
dents. Administratorsoften plead for civili-
ty at times like these, but Ms Ben-Porath ar-
gues that civility can mean privileging
peace and quiet over vigorous challenges.

How can colleges manage a sea of stri-
dent voices while neither suppressing in-
quiry nor sanctioning hecklers like those
who shut down a “white supremacist” hu-
manities class at Reed College? (The class
in question featured, for the objecting stu-
dents, too many white men on the reading
list.) Ms Ben-Porath thinks that volunteer
monitors at public events, to step in when
anyone’s right to speak is disrupted, might
help, and that students should be encour-
aged to seek out and talk to people with
whom they disagree. Administrators
should aim for a more democratic campus
culture. She admits, though, that there are
no “quick fixes”. That is putting it mildly.
Her suggestions are rathergauzy in the face
ofa new wingofAmerica’s left that no lon-
ger esteems freedom of speech as a value
worth fighting for. 7

JOHANNES VERMEER’S depictions of
contemplative moments in serene Dutch
interiors have made viewers lean in and

gasp for centuries. Only 34 paintings out of
a total of no more than 50 have survived,
and there are no extant diaries or letters to
reveal the intimate chambers of his own
life. He was nicknamed “the Sphinx of
Delft” by a 19th-century art historian, and
thus was born the image of a lone genius
working in isolation.

“Vermeer and the Masters of Genre
Painting: Inspiration and Rivalry”, which
attracted record crowds during stays in Par-
is and Dublin, and which comes to the Na-
tional Gallery ofArt in Washington on Oc-
tober 22nd, was designed to shatter that
myth. Presenting ten of his masterpieces
alongside comparable pieces by artists of
his era, the curators seek to present Ver-
meer as a painter in an artistic milieu, en-
gaged in an active exchange of ideas. 

All artists trade ideas with others, says
Adriaan Waiboer of the National Gallery
of Ireland, and the exhibition’s lead cura-
tor. “What is interesting is which ideas
does Vermeer take from other people and
how does he change them?” One of the at-
tributes often associated with Vermeer, for
example, is a focus on a solitary figure
standing alone in a room near a window,
engaged in a household task like sewing,
pouring milk or writing a letter. Although
Vermeer excelled at these genre scenes,
they were pioneered by an older artist, Ge-
rard ter Borch.

In the 17th century, Ter Borch was the

most influential of all the artists in the
show, says Arthur Wheelock of Washing-
ton’s National Gallery, a co-curator. He “es-
tablished a new framework for subject
matter, taking people into the sanctum of
the home”, showing the figures’ uncertain-
ties and expertly hinting at their inner
lives. “That is transformative in terms of
what that genre was all about. The ques-
tion is ‘why has Vermeer overtaken Ter
Borch as a painter?’”

A painter’s son himself, Ter Borch was
encouraged to study in London and travel
to Spain, where he observed the work of
Velázquez, and to paint in what was con-
sidered the “modern style”. He brought
these ideas back to Holland, where his
paintings influenced Gabriel Metsu, Gerrit
Dou, Eglon van der Neer and Vermeer.

The exchange of love letters between
men and women, for example, was one of
the major themes of Dutch genre painting
in the years from 1650 to 1675. The first
known portrayal of the subject was in
1655-56 by Ter Borch, using his half-sister,
Gesina, as a model, with an inked quill in
hand. Metsu painted two stunning paint-
ings of the same subject in the early 1660s,
usingboth male and female subjects. Frans
van Mieris depicted a woman sealing a let-
ter by candlelight in 1667. Vermeer painted
his famous “Lady Writing” (pictured) in
1665-66, and the lovely “Woman Writing a
Letter with her Maid” in 1670-71. 

Seeing these side-by-side, it is easy
enough to pickout shared elements: a table
covered with a cloth or rug; a window
opened for daylight; an attendant waiting
to convey the letter; the moment before
sending, pregnant with expectation. It is
thus easy to make the link between artists
that the curators want to demonstrate, ob-
servingwhat each subsequent painterbor-
rowed from the previous one, and also
what he (all the artists in the show are
male) chose to jettison along the way.

It is seductive to engage in rating them
by their various stylistic achievements:
Metsu’s fabric texturesare rendered in a su-
perior fashion, for example. Vermeer’s fa-
cial features are sometimes inferior, but his
sense of colour and light is leagues beyond
that ofhis contemporaries. 

The notion that Vermeer may not have
been a true originator, but rathera follower
or even—gulp—a copycat, would be heresy
to fans who have a cult-like love of his ge-
nius. But viewers of the two previous itera-
tions of the exhibition in Paris and Dublin
seem to be unruffled by the suggestion.

“People keep saying to me that ‘I always
liked Vermeermost,’ and I say ‘that was the
whole point of the show,’” said Mr Wai-
boer. “I don’t believe that we need to tell
people that Vermeer was an exceptional
artist, because people can see that for
themselves.” Instead, the show reveals
how a genre painter, in dialogue with con-
temporaries, can still tower above them. 7

Vermeer

Answering the
riddle

Though seen as a lone genius, Vermeer
borrowed liberally from others
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The Republic of Kosova has received financing from the Saudi Fund for Development (SFD)
and OPEC Fund for International Development (OFID) (hereinafter called “the Funds”)
toward the cost of “Upgrading of the Milloshevë - Mitrovicë M2 Main Road Project”,
and it intends to apply part of the proceeds toward payments under the following contracts:

Lot 1: Upgrading Milloshevë - Mitrovicë M2 Main Road Project, section from 7.165km to
16.95km - Civil Works

Lot 2: Upgrading Milloshevë - Mitrovicë M2 Main Road Project, section from 21.50km to
26.7km - Civil Works

The Ministry of Infrastructure intends to pre-qualify contractors and/or firms for construction
works. It is expected that invitations for bid will be made in December 2017.

Pre-qualification will be conducted through pre-qualification procedures specified in the
Guidelines for the Procurement of Goods and Contracting for the Execution of Works issued
by the Development Institutions Members of the Coordination Group (First Edition 2001),
and is open to all eligible applicants as defined in the guidelines.

Interested eligible applicants may obtain further information from and inspect the Pre-

qualification Document at the email address indicated below during working hours (09:00 to
16:00) from Mondays to Fridays.

A complete set of the Pre-qualification Document in the English language may be obtained

by interested applicants through submission of a written application to the address or an
email indicated below. The Pre-qualification Document could be obtained by the authorized
person or through suggested emails.

Applications for Pre-qualification should be submitted in sealed envelopes, and be delivered
to the address below by 29 November 2017 at 12:00hrs (Local time), and be clearly
marked “Pre-qualification for Civil Works for the Upgrading of Milloshevë - Mitrovicë M2
Main Road Project LOT 1 or LOT 2 or Both;

Ref. No. MoI/ICB/Works/2017-18/020/02”.
Attention: Project Management Unit (PMU)

The Ministry of Infrastructure
Address: Bregu i Diellit II, Lam: 4/3, Off.no. 3; Pristina 10000, Kosova

Tel: +381 38 555 934
E-mail: PMUprocurement@rks-gov.net
Website: http://mi-ks.net/sq/tendere

Republic of Kosovo, Government, Ministry of Infrastructure
Invitation for Pre-qualification of Contractors

Project Description: Upgrading of the Milloshevë -
Mitrovicë M2 Main Road Project

Contract/Bid No. MoI/ICB/Works/2017-18/020/02

INVITATION TO PRESENT MODERN AGRICULTURE TECHNOLOGIES

COUNTRY: SRI LANKA   NAME OF THE PROJECT: AGRICULTURE SECTOR MODERNIZATION PROJECT (ASMP)   CREDIT NO: LK-5873

Invitation to interested International/ National Services Providers and Consulting Companies to present technology innovations, development approaches and 
implementation experiences relevant to the modernization of the Agriculture Sector in Sri Lanka.

The Ministry of Agriculture with funding from the International Development Association (IDA) of the World Bank, is implementing an Agriculture Sector Modernization Project (ASMP) in 
seven Districts (Jaffna, Mullaitivu, Batticaloa, Monaragala, Anuradhapura, Pollonnaruwa and Matale).

The Project aims to support smallholder farmers to produce competitive high-value agricultural products, improve their ability to respond to market needs and access domestic and 
international markets, and become efficient and sustainable market participants.

To achieve these objectives, the Project intends to assist farmer communities to develop innovative modern agriculture value chains in form of Agriculture Technology Demonstration 
Parks/ Agriculture Clusters in the selected Districts. For more information on the project please visit:

http://projects.worldbank.org/P156019?lang=en

The Ministry of Agriculture seeks interested international and domestic private sector service providers and consulting companies to present their experiences and capabilities in 
innovative integrated agriculture development, covering modern technologies and technology applications, farmer organization and training, productivity enhancements and processing, 
market exploration and product marketing, and other elements of small-holder based agriculture value chain development.

Interested service providers and consulting companies are invited to make a presentation (about 45-60 minutes) to a selected audience of experts from the Ministry of Agriculture on 
November 16th or 17th 2017 (9.00 a.m. – 5.00 p.m.) at Cinnamon Lakeside, Colombo, Sri Lanka. The Ministry of Agriculture will ensure the full confi dentiality of the individual 
presentations.

This is a market scoping exercise for the Ministry of Agriculture and does no entail any commitment for later contracting. Participation in this exercise is voluntary and at the expense of 
the individual Service Provider or Company. The Ministry of Agriculture is providing the meeting venue only.

Service Providers or Companies that choose not to participate or are not able to participate in this exercise at this point of time will still be eligible to submit an Expression of Interest later 
on. It is expected that the Ministry of Agriculture will publish such a separate Expression of Interest for an international competitive bidding process for the development of Agriculture 
Technology Demonstration Parks/ Agriculture Clusters in the selected Districts later this year.

Method of Application

Interested agencies/companies are requested to forward an Expression of Interest, Company or Agency Portfolio along with the below mentioned details as an Application Form to:

Secretary, Ministry of Agriculture, Agriculture Sector Modernization Project, No: 288, Sri Jayawardenapura Mawatha, Rajagiriya, Sri Lanka.
Email: agriculturesectormodernizationproject@hotmail.com & T.P: 0094 112 872 093/97 Ext. 1122 - Mr. Wijesekara / Ext. 1127 – Mr. Tilakaratne (Working Hours: 9.00 a.m. – 4.00 
p.m.)

Details to be included in the Application Form:- Name of Company or Agency/Address/Contact Person with a Contact number, Fax, Email/Company or Agency’s website/Registration 
Number of the Company or Agency/List of Innovative, Integrated agriculture developments, covering modern technologies and technology applications, Farmer Organizations and 
training, Productivity enhancements and processing, Market explorations & Product marketing by the Company or Agency/Confi rmation of your Participation/Authorized Signatory.

Deadline for the Submission of Application is 21 days from the advertisement.

Supportive documents can be provided for the immigration purpose and all costs must be borne by agencies. The project will only provide meeting facilities.

Conferences

Tenders



Economic data
% change on year ago Budget Interest
 Industrial Current-account balance balance rates, %
 Gross domestic product production Consumer prices Unemployment latest 12 % of GDP % of GDP 10-year gov't Currency units, per $
 latest qtr* 2017† latest latest 2017† rate, % months, $bn 2017† 2017† bonds, latest Oct 11th year ago

United States +2.2 Q2 +3.1 +2.2 +1.5 Aug +1.9 Aug +2.0 4.2 Sep -460.9 Q2 -2.5 -3.4 2.33 - -
China +6.9 Q2 +7.0 +6.8 +6.0 Aug +1.8 Aug +1.7 4.0 Q2§ +155.3 Q2 +1.4 -3.9 3.66§§ 6.59 6.71
Japan +1.4 Q2 +2.5 +1.5 +5.4 Aug +0.6 Aug +0.5 2.8 Aug +192.2 Aug +3.6 -4.5 0.06 112 104
Britain +1.5 Q2 +1.2 +1.5 +1.6 Aug +2.9 Aug +2.7 4.3 Jun†† -128.9 Q2 -3.6 -3.6 1.39 0.76 0.82
Canada +3.7 Q2 +4.5 +2.8 +7.4 Jul +1.4 Aug +1.7 6.2 Sep -45.0 Q2 -2.6 -2.0 2.12 1.25 1.32
Euro area +2.3 Q2 +2.6 +2.1 +3.2 Jul +1.5 Sep +1.5 9.1 Aug +362.1 Jul +3.1 -1.3 0.46 0.85 0.90
Austria +2.6 Q2 +0.4 +2.3 +5.7 Jul +2.1 Aug +2.1 5.6 Aug +6.1 Q2 +2.1 -1.2 0.62 0.85 0.90
Belgium +1.5 Q2 +1.7 +1.6 +3.9 Jul +2.0 Sep +2.1 7.3 Aug -4.2 Mar +0.6 -2.0 0.78 0.85 0.90
France +1.8 Q2 +2.2 +1.7 +1.1 Aug +1.0 Sep +1.1 9.8 Aug -26.0 Aug -1.3 -3.1 0.87 0.85 0.90
Germany +2.1 Q2 +2.5 +2.1 +4.5 Aug +1.8 Sep +1.7 3.6 Aug‡ +276.0 Aug +8.0 +0.7 0.46 0.85 0.90
Greece +0.7 Q2 +2.2 +1.0 +5.7 Aug +1.0 Sep +1.2 21.0 Jul -0.7 Jul -1.3 -1.4 5.58 0.85 0.90
Italy +1.5 Q2 +1.4 +1.4 +5.7 Aug +1.1 Sep +1.3 11.2 Aug +51.2 Jul +2.5 -2.3 2.17 0.85 0.90
Netherlands +3.3 Q2 +6.3 +2.7 +3.9 Aug +1.5 Sep +1.3 5.9 Aug +76.0 Q2 +10.0 +0.6 0.56 0.85 0.90
Spain +3.1 Q2 +3.5 +3.1 +2.2 Aug +1.8 Sep +2.0 17.1 Aug +23.1 Jul +1.4 -3.3 1.69 0.85 0.90
Czech Republic +3.4 Q2 +10.3 +4.5 +5.8 Aug +2.7 Sep +2.4 2.9 Aug‡ +1.7 Q2 +0.9 -0.1 1.37 21.9 24.4
Denmark +1.9 Q2 +2.8 +2.2 +2.1 Aug +1.6 Sep +1.0 4.5 Jul +25.8 Aug +8.2 -0.4 0.58 6.30 6.73
Norway +0.2 Q2 +4.7 +1.9 +5.7 Aug +1.6 Sep +2.0 4.2 Jul‡‡ +16.6 Q2 +5.4 +4.2 1.65 7.94 8.18
Poland +4.6 Q2 +4.5 +4.3 +8.7 Aug +2.2 Sep +1.8 6.9 Sep§ -2.5 Jul -0.6 -2.0 3.42 3.63 3.88
Russia +2.5 Q2 na +1.8 +1.5 Aug +3.0 Sep +4.0 4.9 Aug§ +36.9 Q3 +2.5 -2.1 8.13 57.9 62.6
Sweden  +3.0 Q2 +5.2 +3.1 +7.3 Aug +2.1 Aug +1.9 6.0 Aug§ +22.5 Q2 +4.4 +0.9 0.91 8.07 8.82
Switzerland +0.3 Q2 +1.1 +0.9 +2.9 Q2 +0.7 Sep +0.5 3.1 Sep +68.9 Q2 +9.9 +0.7 0.01 0.97 0.99
Turkey +5.1 Q2 na +4.9 +3.8 Aug +11.2 Sep +10.7 10.2 Jun§ -37.0 Aug -4.5 -2.0 11.34 3.68 3.09
Australia +1.8 Q2 +3.3 +2.4 +0.8 Q2 +1.9 Q2 +2.1 5.6 Aug -21.8 Q2 -1.5 -1.8 2.82 1.28 1.32
Hong Kong +3.8 Q2 +4.1 +3.1 +0.4 Q2 +1.9 Aug +1.6 3.1 Aug‡‡ +15.0 Q2 +4.2 +0.9 1.77 7.80 7.76
India +5.7 Q2 +4.1 +6.7 +1.2 Jul +3.4 Aug +3.5 5.0 2015 -29.2 Q2 -1.4 -3.5 6.74 65.3 66.6
Indonesia +5.0 Q2 na +5.2 +2.3 Aug +3.7 Sep +3.9 5.3 Q1§ -14.2 Q2 -1.7 -2.6 6.47 13,510 13,013
Malaysia +5.8 Q2 na +5.4 +6.0 Jul +3.7 Aug +3.9 3.5 Jul§ +8.1 Q2 +2.3 -3.0 3.91 4.22 4.17
Pakistan +5.7 2017** na +5.7 +13.0 Jul +3.9 Sep +3.9 5.9 2015 -12.1 Q2 -4.5 -5.9 8.20††† 105 105
Philippines +6.5 Q2 +7.0 +6.6 +2.7 Aug +3.4 Sep +3.2 5.6 Q3§ -0.8 Jun +0.3 -2.7 4.66 51.5 48.5
Singapore +2.9 Q2 +2.2 +2.9 +19.1 Aug +0.4 Aug +0.7 2.2 Q2 +59.0 Q2 +19.7 -1.0 2.09 1.36 1.38
South Korea +2.7 Q2 +2.4 +2.8 +2.7 Aug +2.1 Sep +2.0 3.6 Aug§ +83.1 Aug +5.6 +0.9 2.42 1,135 1,120
Taiwan +2.1 Q2 +0.5 +2.2 +3.2 Aug +0.5 Sep +0.6 3.8 Aug +70.7 Q2 +13.2 -0.1 1.04 30.4 31.6
Thailand +3.7 Q2 +5.4 +3.5 +3.7 Aug +0.9 Sep +0.7 1.1 Aug§ +44.9 Q2 +11.4 -2.5 2.20 33.3 35.3
Argentina +2.7 Q2 +2.8 +2.7 -2.5 Oct +23.1 Aug‡ +25.2 8.7 Q2§ -19.7 Q2 -3.4 -6.2 5.24 17.4 15.2
Brazil +0.3 Q2 +1.0 +0.7 +4.0 Aug +2.5 Sep +3.5 12.6 Aug§ -13.5 Aug -0.8 -8.0 8.83 3.16 3.22
Chile +0.9 Q2 +3.0 +1.3 +5.1 Aug +1.4 Sep +2.2 6.6 Aug§‡‡ -5.6 Q2 -1.7 -3.0 4.51 628 668
Colombia +1.3 Q2 +3.0 +1.7 +6.2 Jul +4.0 Sep +4.0 9.1 Aug§ -12.4 Q2 -3.7 -3.3 6.45 2,944 2,917
Mexico +1.8 Q2 +2.3 +2.2 -1.6 Jul +6.3 Sep +5.9 3.3 Aug -17.6 Q2 -1.8 -1.9 7.15 18.6 19.0
Venezuela -8.8 Q4~ -6.2 -9.3 +0.8 Sep na  +720 7.3 Apr§ -17.8 Q3~ -1.2 -19.5 9.58 10.2 9.99
Egypt +4.9 Q2 na +3.8 +40.0 Jul +31.6 Sep +26.9 12.0 Q2§ -15.6 Q2 -6.0 -10.8 na 17.7 8.88
Israel +3.9 Q2 +2.4 +3.6 +2.6 Jul -0.1 Aug +0.4 4.1 Aug +10.7 Q2 +3.5 -2.5 1.75 3.49 3.81
Saudi Arabia +1.7 2016 na -0.5 na  -0.1 Aug +1.1 5.6 2016 +7.6 Q2 +0.5 -7.5 3.68 3.75 3.75
South Africa +1.1 Q2 +2.5 +0.7 +1.4 Aug +4.8 Aug +5.3 27.7 Q2§ -7.9 Q2 -2.9 -3.2 8.71 13.6 14.4
Source: Haver Analytics.  *% change on previous quarter, annual rate. †The Economist poll or Economist Intelligence Unit estimate/forecast. §Not seasonally adjusted. ‡New series. ~2014 **Year ending June. ††Latest 
3 months. ‡‡3-month moving average. §§5-year yield. †††Dollar-denominated bonds. 
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Other markets
% change on

Dec 30th 2016
Index one in local in $

Oct 11th week currency terms
United States (S&P 500) 2,555.2 +0.7 +14.1 +14.1
United States (NAScomp) 6,603.5 +1.1 +22.7 +22.7
China (SSEB, $ terms) 362.9 +0.3 +6.2 +6.2
Japan (Topix) 1,696.8 +0.7 +11.7 +16.1
Europe (FTSEurofirst 300) 1,533.7 nil +7.4 +20.6
World, dev'd (MSCI) 2,021.6 +0.5 +15.4 +15.4
Emerging markets (MSCI) 1,112.5 +1.0 +29.0 +29.0
World, all (MSCI) 493.0 +0.6 +16.9 +16.9
World bonds (Citigroup) 939.7 +0.3 +6.3 +6.3
EMBI+ (JPMorgan) 837.8 -0.2 +8.5 +8.5
Hedge funds (HFRX) 1,260.0§ -0.2 +4.7 +4.7
Volatility, US (VIX) 10.2 +9.6 +14.0 (levels)
CDSs, Eur (iTRAXX)† 55.3 +1.8 -23.4 -14.0
CDSs, N Am (CDX)† 54.7 -1.4 -19.3 -19.3
Carbon trading (EU ETS) € 7.4 +6.5 +11.9 +25.6
Sources: IHS Markit; Thomson Reuters. *Total return index.
†Credit-default-swap spreads, basis points. §Oct 9th.

The Economist commodity-price index
2005=100

% change on
one one

Oct 3rd Oct 10th* month year

Dollar Index
All Items 145.5 146.5 +0.5 +7.6

Food 149.4 149.8 +1.3 -2.4

Industrials

All 141.5 143.1 -0.3 +20.9

Nfa† 129.2 128.7 -6.4 +1.7

Metals 146.8 149.3 +2.1 +30.0

Sterling Index
All items 199.8 201.6 +0.9 -0.5

Euro Index
All items 153.9 154.2 +1.7 +0.7

Gold
$ per oz 1,274.2 1,292.9 -2.5 +2.9

West Texas Intermediate
$ per barrel 50.4 50.9 +5.6 +0.3
Sources: Bloomberg; CME Group; Cotlook; Darmenn & Curl; FT; ICCO;
ICO; ISO; Live Rice Index; LME; NZ Wool Services; Thompson Lloyd &
Ewart; Thomson Reuters; Urner Barry; WSJ. *Provisional
†Non-food agriculturals.

Markets
 % change on
 Dec 30th 2016
 Index one in local in $
 Oct 11th week currency terms
United States (DJIA) 22,872.9 +0.9 +15.7 +15.7
China (SSEA) 3,548.0 +1.2 +9.2 +15.2
Japan (Nikkei 225) 20,881.3 +1.2 +9.2 +13.5
Britain (FTSE 100) 7,533.8 +0.9 +5.5 +12.6
Canada (S&P TSX) 15,800.4 +0.5 +3.4 +10.7
Euro area (FTSE Euro 100) 1,234.4 +0.4 +11.0 +24.6
Euro area (EURO STOXX 50) 3,607.4 +0.3 +9.6 +23.1
Austria (ATX) 3,335.3 +0.8 +27.4 +43.0
Belgium (Bel 20) 4,059.0 +0.4 +12.6 +26.4
France (CAC 40) 5,362.4 nil +10.3 +23.8
Germany (DAX)* 12,970.7 nil +13.0 +26.9
Greece (Athex Comp) 748.6 -0.3 +16.3 +30.6
Italy (FTSE/MIB) 22,552.2 +0.4 +17.2 +31.7
Netherlands (AEX) 541.8 nil +12.1 +25.9
Spain (Madrid SE) 1,036.3 +3.1 +9.8 +23.3
Czech Republic (PX) 1,054.4 +0.2 +14.4 +34.0
Denmark (OMXCB) 943.6 +0.2 +18.2 +32.5
Hungary (BUX) 38,453.1 +1.4 +20.2 +34.6
Norway (OSEAX) 866.9 +0.7 +13.4 +23.3
Poland (WIG) 65,733.8 +3.0 +27.0 +46.8
Russia (RTS, $ terms) 1,143.3 +0.5 -0.8 -0.8
Sweden (OMXS30) 1,641.7 -0.6 +8.2 +22.0
Switzerland (SMI) 9,265.3 -0.2 +12.7 +17.8
Turkey (BIST) 103,816.0 -0.7 +32.9 +27.2
Australia (All Ord.) 5,840.8 +2.1 +2.1 +10.1
Hong Kong (Hang Seng) 28,389.6 nil +29.0 +28.2
India (BSE) 31,834.0 +0.5 +19.6 +24.5
Indonesia (JSX) 5,882.8 -1.2 +11.1 +10.6
Malaysia (KLSE) 1,757.2 -0.3 +7.0 +13.7
Pakistan (KSE) 40,503.7 +0.1 -15.3 -16.1
Singapore (STI) 3,280.3 +1.3 +13.9 +21.4
South Korea (KOSPI) 2,458.2 +2.7 +21.3 +29.1
Taiwan (TWI) 10,641.2 +1.6 +15.0 +22.6
Thailand (SET) 1,714.1 +1.6 +11.1 +19.8
Argentina (MERV) 26,933.5 +1.7 +59.2 +44.5
Brazil (BVSP) 76,659.8 +0.1 +27.3 +30.9
Chile (IGPA) 27,359.6 +0.4 +32.0 +40.9
Colombia (IGBC) 11,050.6 -0.3 +9.3 +11.0
Mexico (IPC) 50,139.7 -0.8 +9.9 +20.8
Venezuela (IBC) 532.1 -1.3 -98.3 na
Egypt (EGX 30) 13,816.1 -0.5 +11.9 +15.1
Israel (TA-125) 1,312.1 +0.5 +2.8 +13.2
Saudi Arabia (Tadawul) 6,890.0 -5.4 -4.8 -4.8
South Africa (JSE AS) 57,770.7 +1.8 +14.1 +14.9

Indicators for more countries and additional
series, go to: Economist.com/indicators

Global investment-banking revenue

Source: Dealogic
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In the first nine months of this year
worldwide revenues from investment
banking were $60.5bn, 7% higher than in
the same period in 2016, according to
Dealogic, a financial-data provider.
Although banking fees were high in the
first half of the year, third-quarter rev-
enues fell to $18.9bn. Equity-market
revenues may have fallen in the last
quarter, but they grew by 29% year-on-
year from January to September. The Uni-
Credit rights issue in February is the
biggest deal of the year, worth $13.7bn.
Japan Post Holdings boosted third-
quarter fees for the banks with a $10.8bn
equity sale last month. J.P. Morgan is the
top bank for equity-market deals: so far
this year it has handled 319 transactions.
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YOU could always spot a thoroughbred.
Veronica Duncan knew at once what to

look for in a pony or a horse, after all those
gymkhanas and point-to-points. And she
could spot it in this man: the imposing
height, the military moustache, the cavalry
twills and tweed cap. This was John, Lord
Bingham, ex-Eton and Coldstream Guards,
the heir to a fortune and to the title of 7th
Earl of Lucan. She was 26, still dreaming of
a god, or at least the coup of marrying a
peer of the realm. And there he was. 

Her sister warned her off. He was a pro-
fessional gambler, his parents were social-
ists, and he was said to be queer. Very “not
so”. She didn’t care. He drove her round in
his green Aston Martin, took her out in his
power boat, and after a while simply car-
ried her into his bedroom, thereby putting
paid to sisterly warning number three. In a
few months, they were married. Within a
year she, a middle-class country girl, petite
and with no confidence, was the Countess
of Lucan, and her husband the most hand-
some man in the House ofLords. 

To be a peeress of the realm was impor-
tant. It did not imply the high life, though
she and John did honeymoon on the
Orient Expressand take holidays in Gstaad
and Monte Carlo. But a good bloodline im-
posed a code of honourable behaviour
and civilised manners. It was fitting that,

when she latersetup awebsite, she put her
coat of arms at the top. And quite correct,
too, given her rank, that she wore a hat at
the inquest into the killingofpoorMrs San-
dra Rivett, her children’s nanny, who had
been battered to death by her husband on
November 7th 1974; after which he had
turned his fury on her, and then vanished
from the face of the Earth.

The story seemed to grip the world
from that moment on. She preferred not to
speak of it but, when asked, her memory
was clear. On that evening, Mrs Rivett had
offered to make her a cup of tea. It was not
part ofher normal duties; but, though they
were on formal terms, they also chatted in-
formally. When the tea did not arrive from
the basement kitchen, she went in search.
On the darkstairs, someone hitherhard on
the head four times, then forced three
gloved fingers down her throat, snapping
“Shut up!” It was her husband. 

With measured blows
Of course, she did shut up. She had done
that all through their marriage. The point
of being married, he said once, was that
you did not have to talk to the person. He
seldom did, after the first few years, except
to say he was displeased with her. The
Clermont Club had become his home,
where he gambled his fortune away while

she sat white with stress in the shadows.
Nothing she could say would stop him.
When she gotdepressed he would beatout
her mad ideas with ten steady, measured
blows on her bare bottom; after which
they would have intercourse, and he
would kiss the injuries tenderly. 

She knew this was weak of her, but she
always wanted to placate him, to try to do
her best. How great was her relief when
she bore him a son! She would also do her
best when he was trying to strangle her,
and she felt a metal bar beside her clotted
with a great deal of her own hair. “Please
don’t kill me, John,” she gasped. She did
not omit the “please”. As they tried to sort
themselves out, politely, in the upstairs
bedroom afterwards, and to wash off the
blood, she made a dash to the nearest pub
and raised the alarm. Meanwhile, he fled.

There was never any doubt in her mind
thathe was the murdererofMrsRivett, and
the near-murderer of her. They had been
separated for over a year, and he had lost
custody of the children, despite telling
everyone that she was an unfit mother. He
had seized them once (by court order) as
they walked with the nanny in Green Park;
she was sure he was stalking her, though
that might have been the effect of the su-
per-strong pills the doctors forced on her.
He tried several times to commit her to the
loony bin. That she did manage to refuse.

She also felt sure she had solved the
mystery of his disappearance. Though he
had behaved badly, he was an honourable
man. Indeed, she had always hoped they
could be reconciled. When he fled, appar-
ently taking the cross-Channel ferry from
Newhaven, he had therefore jumped from
the boat in mid-voyage, deliberately onto
the propellers, so that his remains would
never be found. In that case death duties
would not be immediately payable, and
the children’s education could be secured. 

This thought was some comfort in her
old age. She spent it in the mews cottage in
Belgravia where he had lived after their
separation and from which he had come to
kill her. His portrait in his Lords ermine still
hung on the wall; the blinds were kept
down. Her children were lost to her, find-
ing it more congenial to live with her sister
and refusing to think their father guilty.
From 1982 they never spoke. When her
younger daughter married she watched
through the railings in the rain, on her way
to buy a cardigan from Marks & Spencer.
All her relationships had been cold. 

In old age she wrote a memoir and gave
a television interview, her voice cool and
emphatic. Her account of the night of No-
vember 7th 1974 did not vary, except in one
particular. She preferred to say that she
had cried out, or simply spoken loudly,
when she ran bloodied into the pub. She
had not let the side down by screaming; or,
if so, only with measured breaths. 7

In cold blood

The DowagerCountess ofLucan, née Veronica Duncan, was found dead on
September26th, aged 80

Obituary Lady Lucan



What role will you play?

Since 2012 the World Ocean Summit has sought to harmonise the 

sometimes dissonant perspectives of business, government and civil 
society on how we use our troubled seas. The World Ocean Summit 2018 
will expand into a wider, more ambitious World Ocean Initiative focused 

on five pillars: sustainable fisheries, pollution, climate change, finance and 
technology. The vision of the World Ocean Initiative is an ocean in robust 
health and with a vital economy; the initiative’s purpose is to accelerate 
the transition to sustainable use of the ocean.

If 2017 was the year of big promises, 2018 must be about delivery. Join us.
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