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America’s president, Joe
Biden, held talks by video link
with his Chinese counterpart,
XiJinping. It was the closest
thing to a meeting between the
two men since Mr Biden took
office in January. Mr Xi told Mr
Biden that he was ready to
“take active steps” to improve
relations between China and
America. Mr Biden called for
co-operation “where our
interests intersect”, including
on climate change. America’s
national security adviser, Jake
Sullivan, said the two leaders
had agreed to “look to begin to
carry forward discussions on
strategic stability”. He
appeared to mean that Amer-
ica and China would explore
talks on nuclear-arms control.

A courtin Hong Kong
sentenced Ma Chun-man to
nearly six years in prison for
violating the territory’s nation-
al-security law by chanting
slogans calling for the territo-
ry’s independence. Mr Ma is
widely known as Captain
America because he held a
shield like the superhero’s at
protest rallies.

Russia conducted an anti-
satellite missile test that blew
up one of its own satellites.
The debris it created forced the
crew of the International Space
Station to take refuge in safety
capsules. Worldwide
condemnation followed.

Atleast 2,000 migrants
remained trapped at the Bela-
rus-Poland border. EU coun-
tries have managed, however,
to persuade several airlines to
stop ferrying people from the
Middle East to Belarus, where
they have been lured by the
Belarusian dictator’s false
promise that they will be given
refuge in the West.

Spooked by rising covid-19
hospitalisations, Austria
introduced a lockdown for
anyone over the age of 12 who
has not been fully vaccinated.
About 2m people are affected.
Austria has one of the lowest
vaccination rates in western
Europe. Germany is consider-
ing new restrictions; in Saxony
the unvaccinated have already
been barred from non-essen-
tial shops and other locations.

After a lengthy investigation,
the Manhattan district at-
torney’s office moved to exon-
erate two of the men convicted
of assassinating Malcolm X in
1965. The DA found that prose-
cutors, the FBI and the police
withheld evidence that would
have acquitted the two men,
who were released in the 1980s
(one has since died). A third
man confessed to the murder
and spent 45 years in prison.

An American journalist was
released from jail in Myanmar
on “humanitarian grounds”, a
few days after he had been
sentenced to 11 years for
unlawful association and
other charges. Danny Fenster
is one of the lucky ones. Doz-
ens of Burmese journalists
have been detained since the
military coup in February.

November 30th was set as the
date for the verdict in the
closed-door trial of Aung San
Suu Kyi, Myanmar’s deposed
leader, on a range of charges
including corruption and
breaking secrecy laws. The
ruling junta has also laid new
charges against Ms Suu Kyi of
fraud in last year’s general
election, which her party won.

It's a families affair

Sara Duterte, the daughter of
the president of the Philip-
pines, Rodrigo Duterte, an-
nounced her candidacy for
vice-president, disappointing
her father who had hoped she
would run to be his successor.
In the election, due in May, she
will be allied with Ferdinand
Marcos junior, the son of a
former dictator, who is run-
ning for president (the vice-
president is elected separate-

ly). The late Marcos senior was
overthrown in 1986 amid huge
“People Power” protests.

Saif al-Islam Qaddafi, a son of
the Libyan dictator who was
toppled and killed in 2011,
registered as a candidate for
next month’s presidential
election. He is wanted on
charges of war crimes by the
International Criminal Court.

A government panel found
that the Nigerian army shot
dead at least 11 peaceful prot-
esters in Lagos last year. The
victims were taking partin a
rally against police brutality.
The finding contradicts the
government’s claim that no
massacre occurred.

At least 53 people were killed
when jihadists attacked a
security post in Burkina Faso.
On the other side of Africa four
people were killed and many
more wounded by two suicide-
bombings in Kampala, the
capital of Uganda; an affiliate
of Islamic State claimed
responsibility for that attack.

Cuba’s government arrested
and threatened dissidents
ahead of a planned nationwide
“civic march for change” in the
communist state, thereby
suppressing the protest.
Dissidents had hoped to match
big demonstrations in July.
Hundreds were arrested then.

Argentina’s ruling Peronists
lost control of the Senate for
the first time since 1983. In
mid-term elections the oppo-
sition won 42% of the national
vote compared with 34% for
the Peronists. This was seen as
a rebuff to the leftist-populist
vice-president, Cristina Fer-
nandez de Kirchner. The re-
sults might help the not-so-
populist president, Alberto
Fernandez, strike a deal with
the IMF over a debt of $43bn.

Sixty-eight inmates were killed
amid gang warfare in a prison
in Guayaquil, a city in Ecua-
dor. In September 119 convicts
were killed in the same jail.
The heads of Ecuador’s prisons
and its armed forces resigned
after the latest violence.

|
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Something for everyone

The cop26 conference on
climate change came to an
end. The final agreement
called for further pledges to
reduce emissions next year to
try to put the world on track to
limit warming to 1.5°C. There
were side-deals on methane,
forestry and cars. Rich coun-
tries promised, again, to
provide more aid to poor ones
to adapt their economies, but
a plan to compensate devel-
oping countries for the im-
pact of global warming was
stalled. India led a push to
water down a commitment to
end coal power.

Nine members of Insulate
Britain, a green protest group,
were jailed for three to six
months for defying court
injunctions not to block busy
roads. The group’s zealous
tactics have made life even
more miserable for London’s
already frustrated drivers. The
judge said there was no
alternative to prison for the
nine, given their intention to
keep flouting the injunctions.
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Shell announced a big change
to its corporate structure, with
plans to move its tax residency
from the Netherlands to Brit-
ain, dump its dual-share struc-
ture and remove the legacy
“Royal Dutch” from its legal
name. The oil giant is under
pressure to increase returns to
investors. Relocating its tax
base to Britain gives it more
freedom on share buy-backs.
Shell is keeping several big
divisions, such as global up-
stream, in the Netherlands.
Nevertheless the Dutch gov-
ernment said it was “unpleas-
antly surprised” by the news.

Toshiba laid out formal pro-
posals to split into three pub-
licly listed companies, a move
that came soon after General
Electric’s similar decision to
split. The Japanese conglomer-
ate wants to house its nuclear,
infrastructure and engineering
businesses in one company,
create an asset-management
firm that will oversee its tech
holdings in another, and starta
new company for its chips and
small devices. Some share-
holders want Toshiba to sell
itself to a private-equity buyer
instead.

Meanwhile, Johnson & John-
son, another huge conglomer-
ate, said it would spin off its
consumer-health division into
a separate business, leaving it
to focus on pharmaceuticals
and medical devices.

Natural-gas prices surged in
Europe again, after Germany’s
energy regulator temporarily
suspended its certification of
the new Nord Stream 2 pipe-
line, which is to transport
Russian gas to western Europe.
More Russian supplies would
ease the continent’s energy
crunch, but the regulator said
that the pipeline’s operator
was not in a “legal shape com-
pliant with German law”.

Japan’s economy shrank by
0.8% in the third quarter com-
pared with the previous three
months, a blow for Kishida
Fumio, the new prime min-
ister, ahead of his announce-
ment of a big stimulus pack-
age. Business investment

plunged in the quarter, as
global supply-chain problems
hit the country’s exporters.
Consumer spending also fell
amid a resurgence of covid-19.

—
Consumer prices
% change on a year earlier

United States |

Britain

2011 13 15 17 19 21

Source: National statistics

Britain’s annual inflation rate
jumped to 4.2% in October, the
highestlevel in a decade and
up from 3.1% in September.
This was mostly because of
higher energy costs and sup-
ply-chain shortages, buta
tightening labour market has
added to inflationary pres-
sures. The number of people in
employment rose sharply in
October, allaying fears that
many of the 1m still on the
government’s furlough
scheme, which ended in Sep-
tember, would lose their jobs.
Record job-vacancy rates
persist, which often leads to
higher wages to attract staff.

Joe Biden accused oil and gas
companies of “anti-consumer
behaviour”, alleging they were

ramping up petrol prices for
profit, and asked the Federal
Trade Commission to investi-
gate. The president is under
political pressure as a result of
surging prices at petrol pumps.

What supply-chain crisis?
Walmart reported a bumper
quarter for sales, and said its
shelves would be fully stocked
for the Christmas shopping
season. The retailer has found
that shoppers are gradually
returning to pre-pandemic
habits, with more of them
visiting physical stores than a
year ago. Target issued a simi-
lar earnings report.

Just a week after its 1PO,
Rivian, a maker of electric
vehicles backed by Amazon,
reached $153bn in market
capitalisation, overtaking
Volkswagen in value. Its share
price then dived by 15%, wip-
ing out its lead over vw. Lucid,
which produces luxury electric
cars, passed Ford in market
value. Rivian and Lucid have
yet to make a profit, butin-
vestors are betting that the
companies’ shares will per-
form as well as Tesla’s, though
they could also be as volatile.

The British government or-
dered a full investigation into
Nvidia’s proposed acquisition

REACHING A
CONSENSUS
WAS DIFFICULT..

of Arm, a British chip-design-
er, in part on national-security
grounds. Nvidia, America’s
most valuable semiconductor
manufacturer, later revealed
that America’s Federal Trade
Commission has “expressed
concerns” about the deal,
which is also being investigat-
ed in the European Union.

AstraZeneca is looking to
make “modest” profits from
new orders of its covid-19
vaccine. The drugmaker
produced its vaccine in
collaboration with Oxford
University, and has been sell-
ing it without a profit margin
(unlike rival firms). Its doses
have been used mostly in
Europe, but also in developing
countries, where it will still be
sold at cost.

Theright to be disconnected
News sites pored over the
recent approval ofalaw in
Portugal that bans employers
from contacting their staff
outside working hours,
including by email. Compa-
nies will also have to pay some
of the cost of remote working,
such as an employee’s higher
energy bills, and cannot mon-
itor home workers in any way.
Office workers in Portugal have
nothing to lose, it seems, but
their email chains.
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The triumph of big government

As the state’s footprint expands, how should classical liberals respond?

o EEP YOUR eye on one thing and one thing only: how much

I(government is spending,” Milton Friedman once said. To-
day his eyes would be popping. Governments have spent $17trn
on the pandemic, including loans and guarantees, for a com-
bined total of 16% of global GDP. On current forecasts, govern-
ment spending will be greater as a share of GDP in 2026 than it
was in 2006 in every major advanced economy. America is about
to put $1.8trn into expanding its welfare state; Europe is doling
out a €750bn ($850bn) investment fund; and Japan is promising
a “new capitalism”, with even more government largesse.

In the coming decades the state’s economic footprint will ex-
pand yet further. Four-fifths of the world economy is now sub-
ject to a net-zero emissions target, a goal that in Britain is pro-
jected to raise the government-debt-to-GDP ratio by 21 percent-
age points by 2050 as the state subsidises decarbonisation and
growth slows. And many countries have ageing populations that
will demand vastly more spending on health care and pensions.

It would be easy for classical liberals such as this newspaper
to despair at government’s relentless march. As the state has
grown during the pandemic, its failures have been on full dis-
play. Early in the crisis America’s public-health authorities hin-
dered private labs developing their own tests for the virus; this
year they took until October to approve rapid tests that could
have been available before the summer. For
months Europe’s vaccine roll-out was too slow.
China once celebrated its response to the virus
as a victory for a strong-state model. Now its
zero-covid strategy exemplifies the inflexibility
of unchecked centralised power. One of the
scandals in which British politics is mired is ov-
er whether its leaders took advantage of the cri-
sis to award lucrative contracts to their pals.

The long-term threat of a big state is that such bureaucracy,
institutional failure and corruption become routine and wide-
spread, making people poorer and limiting individual freedom.
But these dangers are mixed with an opportunity. To understand
how, consider why government grows.

As our Briefing this week explains, the state almost always
expands relative to GDP over time. Three forces are at work. The
first is obviously malign. Inertia and mission creep make gov-
ernment hard to pare back. Voters and lobbyists who benefit
from a regulation or item of spending have every reason to work
hard at preserving it, whereas the many taxpayers who pay for
pork barrels have better things to do than petition politicians to
get rid of them. The bureaucrats in charge want to defend their
turf and careers. When a programme fails, its supporters say it
could still succeed if only it were given more money.

The second force is a fact of life. Prices of the services welfare
states provide, such as health care and education, grow faster
than the economy because of their high labour intensity and low
rates of productivity increase. Though government inefficiency
can make things worse, this “cost disease” afflicts the private
and public sectors alike. It comes with the territory.

The third force is that governments today have more things
to get done. As voters became richer over the 2oth century they

demanded more education and more of the expensive health
care that takes advantage of the latest science. Today, as they age,
they want to keep up spending on the elderly. And, increasingly,
they want governments to do something about climate change.

These three forces are plain to see in the true impact of Mar-
garet Thatcher and Ronald Reagan, the anti-government
free-marketeers who loom largest in the public imagination.
They are often said to have laid the groundwork for the “neolib-
eral era”. In fact, they did not leave a sustained legacy of smaller
government. In 2019 America’s federal government spenta high-
er share of its GDP than in any of the ten years preceding Reagan’s
presidency. Three decades after Thatcher left office—one of
those decades being defined by austerity—Britain’s Conserva-
tive government will soon preside over the highest sustained
spending as a share of the economy since the pre-Thatcher era.

The lasting victory of Reagan and Thatcher—and other re-
formers in Sweden, New Zealand and elsewhere—was over the
first of the forces for big government. They realised that the state
isatitsworst when itis swollen by the distorted incentives of in-
siders to seek ever more control. Governments rightly sold off
nationalised firms, cut back regulations, simplified some taxes
and promoted competition. A consensus emerged about the
limited role of government in liberal societies. Its adherents
welcomed markets in most of the economy, but
permitted redistribution and spending on pub-
lic services to make the world fairer.

Today this consensus is under threat just
when it is needed most. As ageing and climate
change irresistibly increase government’s size,
it is vital to recognise what the state can and
cannot do well—and to avoid Leviathan wield-
ing its might to the benefit of insiders and cro-
nies. The argument for limited government should today be
about the nature of the state’s interventions, not whether limit-
ing global warming or providing for the elderly are necessary.

One task is to maximise the role of markets and individual
choice. Climate change should be fought with a price for carbon,
research-and-development subsidies and highly scrutinised
public investments, not by rationing flights, promoting green
national champions or enlisting central banks to distort finan-
cial markets. The welfare state should focus on redistributing
cash and letting those in need choose what to do with it, not set-
ting up new bureaucracies such as President Joe Biden’s pro-
posed federal child-care system. Taxes should be broad-based
and friendly to investment.

The supersized state

The state must also seek to be nimble and efficient. Income sup-
port for households should be automated where possible as the
financial sector becomes more digitised. Much form-filling can
be eliminated, as Estonia’s war on paperwork has shown. If there
were fewer, better-paid bureaucrats, the public sector could at-
tract more talented staff. And politicians should be willing to
start afresh when tackling new problems, rather than relying on
lacklustre incumbent departments. The biggest successes of pp
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» governments during the pandemic have come from internal not. Retirees with deep pockets do not need public handouts. On

startups like Operation Warp Speed, which helped bring about
America’s development of vaccines.

The state should strive to be impartial. Narrow interests,
whether the unions and anointed victim groups favoured by the
left, or the right’s chums in business, will always seek to capture
it. To resist, bureaucrats do not need relentless cynical, self-
serving attacks on their integrity from politicians, but transpar-
ency and support for the ethos of public service. Though rising
total spending on the old is justified, a full-scale gerontocracy is

the contrary, they should bear a heavier burden as taxes shift
from wages, towards property, inheritance and consumption.

The prize is enormous. The difference between good govern-
mentand bad will be measured not just in the rapid transition to
net zero and the provision of a sustainable safety-net for the old,
but in societies that are fairer and a lot more prosperous. In the
20th century classical liberals ensured that the growth of gov-
ernment accompanied the progress of humanity. The same
might yet be true in the 21st. &

Housing

Barbarians at the garden gate

Hostility towards private equity’s push into property is misguided

o ULTURES OUT” read one of the many placards young prot-

Vesters waved at a recent rally in Dublin. The cause of their
anger was spiralling rents in the Irish capital, pushed higher as
the fastest growth in house prices in years has made renting
more attractive. The sentiment is spreading. Private-equity
firms, insurance companies, pension funds and other institu-
tional investors that have snapped up residential property dur-
ing the pandemic are becoming the butt of resentment in rich
countries. As their share of the residential-property market has
grown, so has the backlash. Some blame big landlords for soar-
ing rents. Others accuse them of exploiting crisis for profit.

Policymakers have been fast to respond (see Finance & eco-
nomics section). The White House wants to restrict the types of
properties that large investors are allowed to buy. New Zealand
has scrapped tax breaks for property investors, and Ireland has
slapped a10% tax on the bulk-buying of houses. Canada’s central
bank says the role that big investors play in housing requires
more scrutiny. In Germany Berlin’s residents
voted in September to force their city’s biggest
landlords to sell more than 200,000 flats to the
state, though the referendum was non-binding
and the constitutional court is expected to over-
turn the result if it becomes law. Spain’s left-
wing government is the latest to unleash mea-
sures to deal with big landlords. Under new
proposals, they will face rent controls, higher
taxes on empty property and a ban on buying social housing.

From this brouhaha, you might think that professional land-
lords are gobbling up the market. In fact, their share remains
modest. In America investors own just 2% of rental homes.
Across Europe, publicly listed funds own less than 5%. In Spain
the criticism has focused on Blackstone, the country’s biggest
residential landlord. After entering the market eight years ago,
the private-equity giant now owns 30,000 homes. Yet this
amounts to just1% of the total stock.

There is no doubt that big investors have big ambitions. Sin-
gle-family homes and flats that are built to rent have become a
lucrative line of business. Other Wall Street firms such as KKR
and Goldman Sachs are also piling in to the market—and they
are building as well as buying. By some estimates, they account
for more than 6% of new homes in America each year. ACross
Britain, institutional investors are expected to supply a tenth of
the government’s housing target in the next few years. Since
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2018 they have built nearly a quarter of new homes in Liverpool,
and more than 15% in Nottingham, Leicester and Sheffield.

This injection of capital should be welcomed, not scorned.
The investors want to make money, naturally, but they see a gap
in the market that needs filling and they are doing something
about it. Demand for rental housing has never been higher. In
Britain less than one in ten homes were rented in the mid-1990s.
The share today is closer to one in five. A third of households in
America are rented. Falling home ownership rates across the
rich world mean that decent quality housing in the private rent-
ed market is more sought-after than ever. Yet tenancies are inse-
cure and the supply of rental homes has failed to keep up with
demand. A number of countries face chronic shortages. Cana-
da’s national rental vacancy rate in 2020 was 3%. In parts of Aus-
tralia it is below 1%.

The flood of institutional money into the rental market
comes at a crucial time. City centres are full of empty buildings,
asaresultof the pandemic. That has created the
chance to expand housing there by converting
them. However, this will require not only an
overhaul of planning rules but lots of money to
pay for the building work. Cities like New York
show what is possible. Big investors there have
been turning offices into homes for years. As a
result, some 60,000 people live in Lower Man-
hattan today, up from just 14,000 in the
mid-1990s. The City of London believes it has room for an extra
1,500 homes by 2030.

The crux of the problem is alack of supply in the places where
economic opportunities are greatest. Some say the answer is
higher interest rates or macroprudential tools, such as restric-
tions on the amounts that banks can lend. These policies would
temper demand and price growth, but would not bring the eco-
nomic benefits of letting successful cities grow. Some favour
loan schemes for first-time buyers, but these only inflate house
prices—failing both homebuyers and taxpayers. Straight-
forward solutions such as relaxing planning laws can be polit-
ically poisonous. Britain seems to have shelved a proposed plan-
ning reform that would have encouraged more house-building.

Rather than rely on gimmicks, countries must build their
way out of the crisis. That is why, instead of caricaturing big
funds as barbarians at the garden gate, policymakers should lay
out the welcome mat. m
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The war on terror in Africa

The next Afghanistan

To prevail against jihadists in the Sahel, the West must learn from past mistakes

N MANY WESTERN countries, politicians, soldiers and veterans
I gather every November to pay tribute to comrades killed fight-
ing for their country. Among those commemorated this year
were more than 3,500 troops from America and its allies who
died in Afghanistan before the West’s humiliating retreat this
summer. And among those paying tribute, far from the Ceno-
taphin London or the Arc de Triomphe in Paris, were dusty West-
ern soldiers in small garrisons across a swathe of Africa. With
the formalities over, they resumed their posts among almost
9,000 European and American troops on the front line of what is
now the West’s biggest offensive againstjihadists, in the Sahel. It
is not going well (see Middle East & Africa section). How it will
end depends in no small part on whether the West learns the
rightlessons from its failures in Afghanistan.

Some may argue that the main lesson is to
avoid fighting insurgents in distant lands
where no pressing national interests are at
stake. But thatis not the case in the Sahel, where
jihadists aligned to al-Qaeda and Islamic State
have taken aim at Western countries, bombing
their embassies and kidnapping or killing their
citizens. If the jihadists are given havens and
time, they will surely launch attacks on European or American
soil, too. “That is their goal and their determination and they've
been open about it,” says a Western general.

Western governments see other interests at stake as well. The
most afflicted countries of the Sahel (Burkina Faso, Mali, Niger)
are among the poorest, have the world’s fastest-growing popula-
tions and are among those where climate change will do the
greatest harm. It would not take much of a push by the insur-
gents to make some of these fragile states crumble. Millions
could be displaced, many of whom would flee the ensuing hu-
manitarian disaster northward, to Europe.

How to ward off calamity? Afghanistan underlines the need
for patience. The Economist opposed withdrawing from the

country when a small force could have kept the Taliban at bay
without suffering many casualties. Western governments—and
in particular France, whose forces do most of the fighting—
should be clear that they are in for a long fight in the Sahel.

To try to build a full democracy against a ticking clock in Af-
ghanistan was a fool’s errand. Doing so in the Sahel would take
decades, if it were doable at all. Hence, although the West should
offer more than a purely military solution, it should be realistic
about what it can achieve. A start would be to respond to local
grievances. Niger defeated a rebellion by its Tuareg minority in
the 1990s by pairing military action with talks and promises of
political representation and a share of state revenues. In Mali
more than 40 local peace deals have provided some relief from
relentless conflict. Outsiders must water these
rare green shoots of peace.

Afghanistan also showed that, even with
overwhelming military power, it is hard to de-
feat an insurgency without also winning over
thelocal people. In the Sahel every demand fora
bribe, every massacre by militiamen or sol-
diers, alienates civilians from Western-backed
regimes and drives them towards the black flag
of jihad. But governments are loth to disarm militias or prose-
cute abuses, for fear of provoking more coups. They should look
to Niger which has managed to discourage ethnic militias.
Though hard hit by a jihadist insurgency, it has thereby largely
avoided the spiral of communal violence that afflicts its neigh-
bours. Farther afield, Uganda showed it is possible to hold
troops ruthlessly to account by sentencing two of its peacekeep-
ers to death for killing civilians in Somalia.

Western governments must be honest with their own voters.
Unless they build support for a long war, the jihadists may sim-
ply wait until the French-led operation grows weary. That would
be arecipe for the same ignominious defeat suffered by the West
in Afghanistan. It need not happen again. m

Chile

From role-model to cautionary tale

Unless moderates rediscover their convictions, an extremist will become president

OR MOST of this century Chile was a stable and predictable
Fcountry, with steady economic growth and moderate polit-
ics. Outsiders saw it as a success story and a model for Latin
America. But that stable Chile disappeared two years ago, in an
explosion of massive and sometimes violent protests. Discon-
tent had built up and politicians seemed unable to deal with
slower growth and narrowing opportunities, especially for
younger people. A plan to hold a convention to write a new con-
stitution calmed the protests and seemed to offer a peaceful sol-
ution to the sort of grievances that have afflicted many countries
in recent years. But Chile has yet to recover its balance, as a po-

larised presidential election on November 21st is likely to show.

In a vote for the constitutional convention in May (in which
only 43% turned out), support surged for the hard left while dry-
ing up for mainstream parties. As a result, the convention has
become a theatre of wokeness, with calls to wage war against
pivotal industries such as mining (accounting for over half of ex-
ports) and agriculture for export (more than 30%), alongside
more justified demands for a bigger role for the state in pen-
sions, health care and green regulation. Optimists say a realistic,
modernising constitution can still emerge; pessimists fear a
Utopian list of unaffordable rights and anti-capitalism.
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Similarly, Gabriel Boric, the candidate of the hard left, has
seemed poised to win the presidential election. A former stu-
dentleader, he is a democrat. But some of his allies, who include
the Communist Party, are not. Much of the left has failed to con-
demn the criminal violence of a hard core of protesters and has
opposed the widely popular deployment of the army to quell a
low-level insurgency among some Mapuche, an indigenous
group in the south.

Mr Boric wants to expand tax revenues by 8% of GDP over six
to eight years (impossible, say many economists) and review
trade agreements in order to engage in industrial policy. The
laudable intention is to diversify the economy, but by means
that seem likely to do far more harm than good. Mr Boric might
well prove to be more pragmatic than his programme suggests.
But plenty of Chileans are alarmed by it and by his allies.

That is why support has grown for José Antonio Kast of the
hard right (see Americas section). He has exploited fears of dis-
order, violence and uncontrolled immigration, offering a mano
dura (a firm hand). His promise of big tax cuts just when Chil-
eans want better services is as delusional as Mr Boric’s revenue
target. Whereas Mr Boric promises the most left-wing govern-
ment since the chaotic Socialist-Communist administration of
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Salvador Allende, Mr Kast offers the most right-wing one since
the dictatorship of General Augusto Pinochet, whose crimes he
sometimes denies. Neither offers the combination of stability,
economic growth and reform that the country needs.

The seeming advantage of the extremes owes much to the
discrediting of politicians from the two mainstream co-
alitions—and to their loss of self-belief. Some have embraced
populist measures, such as letting workers spend 30% of their
retirement savings, guaranteeing a future pensions crisis. None
offers a convincing counter-narrative to the radicals. In fact, the
past 30 years were far from the disaster they are now painted as.

The boast of Utopia

There are two moderate candidates, Yasna Provoste of the cen-
tre-leftand Sebastian Sichel of the centre-right. Either, and espe-
cially Ms Provoste, would offer hope that Chile can draw back
from its dangerous polarisation and find a new consensus. Chil-
eans would be wise to vote for them, not least to provide an in-
centive to Messrs Boric and Kast to move to the centre if they
reach the inevitable run-off next month. It is high time for Chil-
eans to come to their senses, and see the merits of the moderate
record that they are on the verge of disavowing. m

The future of the internet

Don’t mock the metaverse

Virtual worlds are already here

(L A REVOLUTIONARY APPROACH on how to connect our world

without being super-weird...In the Icelandverse, there’s
...skies you can see with your eyeballs, volcanic rocks you can
caress, and really big geysers you can observe from a safe dis-
tance.” So runs a viral advert designed to lure tourists to Iceland.
The target of the parody is Mark Zuckerberg in particular, and
Silicon Valley in general, for whom the idea of the “meta-
verse”—a sort of 3D sequel to today’s two-dimensional internet,
in which users work, play, buy and sell inside immersive virtual
worlds—has become the latest Next Big Thing.

Iceland’s tourist board is not the only sceptic. When, on Octo-
ber 28th, Mr Zuckerberg rebranded Facebook as
Meta Platforms, to signal his commitment to
the new idea, many assumed it was a PR stunt to
divert attention from the social-media giant’s
scandals. When Satya Nadella and Jensen
Huang, the bosses of Microsoft and Nvidia,
made their own pitches a couple of weeks later,
people muttered about bandwagon-jumping.

Mr Zuckerberg may well prefer to think
about exciting new products than deal with the downsides of his
existing ones. And hype is the water in which techies swim. But
to stop the analysis there would be too dismissive. There are
good reasons to take the metaverse seriously.

One is historical: as computers have become more capable,
the experiences that they generate have become richer. The in-
ternet began its life displaying nothing more exciting than white
text on a black background. Flat images were added in the 1990s.
Video came to dominate in the 2010s. On that reading, a move in-
to three dimensions is a logical consequence of the steady
growth in computing power.

That progression is more than merely theoretical. Google
Maps already offers a virtual space that contains the real world’s
stations, shops and streets. The video-game industry—the only
type of entertainment fully exposed to the compounding power
of Moore’s law—has been selling virtual worlds for years (see
Business section). “EverQuest”, an online game launched in
1999, had half a million subscribers at its peak. (Players quickly
co-opted it for socialising, and even weddings, as well as dra-
gon-slaying.) “World of Warcraft”, which arrived five years later,
hit12m. These days 200m people a month hang out on “Roblox”,
a video-game-cum-construction-set. Many spend their real
money on virtual goods. It is hard to argue that
an idea will never catch on when, for millions
of people, it already has.

Finally, mockery is an unreliable guide to
the future. When YouTube was launched in
2005, commentators wondered why anyone
would want to watch spotty teenagers filming
themselves in their bedrooms when the de-
lights of cable Tv were a button-push away. In
two decades, online dating has gone from being furtive and em-
barrassing to take its place as a perfectly normal way to meet
people. Smartphones are some of the bestselling devices ever
built. In the1990s their brick-sized predecessors were mocked as
crass status symbols for insecure investment bankers.

This does not mean every Silicon Valley brainwave will auto-
matically succeed. Nor does it mean a fully fledged metaverse
will arrive overnight, any more than the world wide web or the
mobile internet did. But it does suggest that something meta-
verse-shaped lying in the relatively near future is an idea worth
taking seriously. m
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Vaccine passports
Your article on vaccine
passports mentioned a paper-
based “yellow card” that the
World Health Organisation has
published for 30 years (“Hard
pass”, October 30th). This
document contains the
International Certificate for
Vaccination or Prophylaxis
(rcvpe), which is recognised by
all countries, unlike country-
specific covid-19 certificates.
The wHO is working on a
digital version of this. In the
near term the paper-based
booklet will be revised to
include an extra section on
laboratory results aimed at
providing a universally accept-
ed tool for international travel.
Currently, the wHO does
not recommend that countries
require proof of vaccination
against covid-19 as a condition
of travel, given the limited and
uneven access to vaccination
worldwide. Nevertheless,
travellers can be provided with
an international certificate on
the model of the 1cvPp to
document that they were
inoculated with any of the
vaccines that have received
WHO approval for emergency
use. Measures such as testing
or quarantine could be eased
for vaccinated travellers, based
on each country’s risk assess-
mentand on WHO guidance.
TARIK JASAREVIC
Spokesperson
World Health Organisation
Geneva

A question of numbers

“The maths wars” (November
6th) correctly highlighted a
serious problem with Amer-
ican competitiveness and
national security arising from
the poor quality of education
in mathematics. You discussed
at some length the methodolo-
gy of teaching, but the real
problem is the quality of the
teaching. Teachers are poorly
paid. A graduate with an
engineering or science degree
can earn twice as much in the
private sector.

Substandard teaching in
maths, science and technology
has far-reaching consequenc-
es. I came to America on an

H-1B visa because my employer
could not find an American
with my skills. Visit any
engineering office or laborato-
ry now and you'll find that
about half the workers ob-
tained their primary and sec-
ondary education in a foreign
country. Relying on immigra-
tion to make up the shortfall
has worked so far, but America
is becoming less attractive as a
destination for various rea-
sons, making it more difficult
to attract these skills.

NIGEL GALE

San Antonio, Texas

Morocco and Western Sahara
Regarding the conflictin
Western Sahara (“The disputed
desert”, November 6th), the
claim by the Polisario Front,
which is seeking indepen-
dence, to control 20% of the
land is a flagrant violation of
the 1991 ceasefire agreement, as
the UN has repeatedly noted.
Under the agreement, 80% of
the territory remains under
Moroccan control and 20% is
designated as demilitarised
buffer zones.

Itis true that Western
Sahara under Morocco’s rule is
booming. Subsidies target
Sahrawis first and foremost,
and not only non-Sahrawis
coming from other parts of
Morocco. By contrast, Sahrawis
in the camps on Algerian soil
are warehoused against their
will. They are considered
refugees but they have no right
to free movement or gainful
employment, nor to be count-
ed and identified, as stipulated
in the Geneva Convention and
demanded by the UN Security
Council. The Polisario receives
134,000 daily food rations from
the World Food Programme,
but aerial pictures and evi-
dence on the ground suggest
that those in the camps num-
ber less than 90,000. The
European Anti-Fraud Office
has accused Polisario in the
past of embezzling rations and
selling them on the black
market, with help from Algeri-
an military officers.

War will only make an
already dire situation in the
camps unbearable and explo-
sive. Morocco has been trying

to appeal to Algeria to open
channels of dialogue. Rulers in
both countries owe it to their
populations and next gener-
ations to think peace and not
war, prosperity instead of
belligerence. Those beating the
drums of war would drag the
region into a conflict where
everyone will lose.

LAHCEN HADDAD

Minister in the government of
Morocco, 2012-16

Rabat

The elephant not in the room
China pumps almost 30% of
the world’s carbon-dioxide
emissions into the atmo-
sphere, and yet you singled out
the prime ministers of India
and Australia and a senator
from West Virginia as cowards
on fossil fuels (“Cop out”,
October 30th). XiJinping didn’t
even turn up at the cor26
summit in Glasgow. China is
still increasing its capacity for
coal-fired power stations.
GREG WELSBY

Brisbane, Australia

One widely neglected legal
issue associated with global
warming is how international
bodies, and the UN in partic-
ular, should deal with water-
logged states; small islands
and low-lying countries that
will probably be flooded by
2100 because of rising sea
levels. Much has been said
about relocating populations
from these places for their
safety, but no attention has
been paid to the legal standing
of these states without a sover-
eign territory to rule. Will they
continue to enjoy votes in the
UN and other world agencies?
PROFESSOR PETER HAAS
University of Massachusetts
Ambherst

Battling Biden

Your analysis of American
politics is bleak (“One year on”,
November 6th). Joe Biden’s
widely popular social, infra-
structure and climate pro-
grammes are apparently no
match for the challenges at
hand. The party of liberalism,
diversity, education and the
popular vote is mathematically

doomed at elections. All that is
left is for Donald Trump to
fulfil the prophesies and
return in 2024 with a flush
Republican majority in Con-
gress. Can a future edition give
us details about how to emi-
grate to Canada? Or better yet,
provide a road to redemption?
GREG BUSS

Portland, Oregon

Quintuple-Arating

The French addiction to acro-
nyms does indeed extend to
gastronomy (“PFUE? LOL”,
October 30th). The acronym
AAAAA on menus marks the
provenance of stuffed
intestines approved by the
Association Amicale des
Amateurs d’Andouillette
Authentique (Friendly Associ-
ation Of Authentic Andouil-
lette Amateurs). I like to think
that the abbreviation is some-
what tongue in cheek.

CHRIS CLOUGH

Paris

It is the Dutch who top the
Euro-abbreviations league.
Theirs run the full gamut from
political parties (PvdA, D66,
pPvV, vvD) to football clubs
(NEC, NAC, VVV, MVV, AZ). And
the Netherlands surely wins
the prize for the world’s silliest
name for a football club: Go
Ahead Eagles.

PETER CAIN

Trier, Germany

The essential feature of an
acronym is that it can also be
pronounced as a word. This
was clearly understood by
Admiral Ernest King when he
was offered the position of
commander-in-chief of the us
fleet by Franklin Roosevelt
soon after Pearl Harbour. He
accepted, but asked that the
job’s acronym, cincus (“sink
us”), be changed to cominch.
MICHAEL LAGGAN

Newton of Balcanquhal,
Perthshire

Letters are welcome and should be
addressed to the Editor at

The Economist, The Adelphi Building,
1-11John Adam Street, London WC2N 6HT
Email: letters@economist.com

More letters are available at:
Economist.com/letters
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LUISS i

Call for Expression of Interest for 19 Assistant/Associate/
Full Professorships

Luiss University invites outstanding scholars to express their interest the
following key areas:

Assistant Professorships Accounting

Artificial Intelligence, Law and Ethics
Big/Smart Data Analysis

Climate Justice

Criminal Law

Data Science

Economics Law (Banking and

Finance)

+ Finance

* Innovation, Business Ethics &
Taxation

International Law

Law and Robotics

Marketing

Organizational Design/Behavior
Political Science

Strategy

Associate Professorships + Information Systems and Digital
Transformation
*  Operations Management

Associate/Full Professorships + Political Science
+ Sociology

This recruitment campaign is aimed at strengthening the University’s
reputation for excellence in research and high-quality teaching. We are
searching for enthusiastic colleagues to join Luiss University's Departments of
Business and Management, Economics and Finance, Law, Political Science,
and the Luiss Business School.

Requirements

Successful candidates will be — or have the potential to become - leading
academics in their fields, ambitious scholars able to develop research projects
and engage in the academic environment of Luiss, and to contribute to
the University’s further development and visibility. Each position offers the
opportunity to launch new research streams and teach on preferred subjects.
Luiss is particularly interested in attracting scholars who have submitted —
or are in the process of developing — a proposal to apply for a European
Research Council (ERC) Grant.

About the University

Located in the heart of Rome, Luiss specializes in the Social Sciences and
educates over 9,500 students, providing a diverse and international learning
environment. The University’s educational approach is interdisciplinary, open,
and enquiry-based. Luiss is also committed to producing innovative and
cutting-edge research. Through its privileged relationship with Confindustria,
Italy’s largest industrial association, Luiss has developed strong connections
with the business community, government institutions, and civil society. With
over 200 international partnerships, Luiss offers degree programs developed
with universities around the world and is an active member of relevant
academic networks (e.g., QTEM and the European University ENGAGE.EU).

Luiss is an equal opportunity and affirmative action employer. All expressions
of interest will receive consideration without discrimination on any ground.

Luiss offers competitive family allowance packages, as well as dedicated
assistance for welcoming new international faculty. Additionally, fiscal
incentives are offered by the Italian law to individuals relocating from abroad.
For more information please visit: 4
https://www.luiss.edu/call-expression-interest-2021

Submissions are due by February 15, 2022 at 2:00 p.m. Central European
Time (CET), UTC +1

A New Challenge?

5

Unique Access to Confidential Opportunities

InterExec is the global leader in enabling Top Executives to access
£200k/$300k to £2m/$3m+ unadvertised vacancies worldwide

We act discreetly through a 15,000 strong international network.

Inter Ex{ec

UNIOUE NETWORN o OUTSTANDING TALENT
london@interexec.net www.interexec.net +44 (0)20 7256 5085

CSFI

Centre for the Study of
Financial Innovation

CEO - City think-tank

Well-established City think-tank - with a range of public and
private, institutional and individual supporters - seeks a new Chief
Executive to take it to the next stage.

The CSFI is a registered educational charity, set up in 1993. Its
mandate is to look at issues affecting the financial services industry,
domestic and international. Its focus covers technology, regulation,
the environment, financial exclusion and the post-Brexit outlook —
as well as macroeconomics and geopolitics. Its focus has primarily
been on face-to-face meetings, but since the pandemic it has also
built up an extensive archive of videos (www.csfi.org). It also
publishes a magazine and specialist reports.

Candidates should have broad knowledge about (and interest
in) financial and economic issues, and a vision of how the City
should evolve. He or she should be prepared to be the public
‘face’ of the Centre, to handle relations with supporters and to
promote the Centre across the media and in Westminster. A strong
academic background and/or deep experience of financial services
is desirable, as is facility with both the spoken and written word.

Remuneration will be competitive.

Please reply in confidence to: council@csfi.org
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The great embiggening

SAN FRANCISCO

Why government expands almost all of the time

HEN, IN 1996, President Bill Clinton
\/V announced that “the era of big gov-
ernment is over”, supporters to his left
feared that saying so would only serve to
make it so. They were wrong. So was Mr
Clinton. Between 1996 and 2019 America’s
annual government spending grew by one
percentage point of Gpp. And when, last
year, the economy crashed, it rose by an-
other ten (see chart 1 on next page). Now
President Joe Biden is building on what
started as emergency pandemic-related
policy, expanding the child-tax credit, cre-
ating a universal federally funded child-
care system, subsidising paid family leave
and expanding Obamacare.
America’s government spending re-

mains somewhat below the developed-
world average. But this change is not just a
matter of catching up; the target is moving.
Government spending as a share of GDP in
the OECD as a whole has consistently
inched higher in the six decades since the
club was formed in 1961.

Some countries buck the trend, a bit, for
a while. Germany’s spending as a share of
GDP in 2019 was the same as it was in 2006,
Angela Merkel'’s first full year as chancel-
lor. But the stable level was also a pretty
high one. And German attempts to impose
frugality elsewhere were short-lived. Spain
and Italy both went on courses of strict
austerity during the euro-zone crisis of the
early 2010s. But in both cases public-sector

spending, relative to GDP, was higher in
2019 than in 2006.

Examples of genuine state retrench-
ment in developed countries are few and
far between. Sweden managed it in the
1980s. In the early 1990s Ruth Richardson,
then New Zealand’s finance minister, cut
the size of the state drastically. Wags called
her plan “Ruthanasia”. The patient did not
die. State spending is now six percentage
points lower as a share of GDP than it was
in1990. But this is a rare achievement, and
perhaps one doomed to pass. Grant Robert-
son, the current finance minister, pledged
to “address the most inequitable of the
changes made 30 yearsago” as he promised
a large boost to welfare payments.

This is a sorry state of affairs if you be-
lieve that low taxes and small government
are the right, and possibly the only, condi-
tions for reliable, enduring economic
growth. The argument that even the best
government cannot know what millions of
sovereign individuals need better than
they do themselves, an argument made by
Friedrich Hayek, an Austrian philosopher,
Milton Friedman, an American economist,
and others in the mid-2oth century, has
fallen from favour. The practical argument
that governments rarely meet this ideal
and, corrupting and ineffective, strangle
growth is still made, but to little electoral
effect. Yet this hardly constitutes a tri-
umph for the left, which continues to see
insufficient government spending as fun-
damental to a whole raft of problems.

The tendency for government to grow is
a hallmark of modernity. From 1274 to 1691
the English government raised less than
2% of GDP in tax. Over the 18th and 19th
centuries that changed, with the tax-rais-
ing and spending capacities of the govern-
ment massively expanding, especially at
times of war. In the 1870s the governments
of rich countries were spending about 10%
of GDP. In 1920 it was nearer 20%. It has
been growing ever since (see chart 2 on
next page). It is now much higher in the
rich world than either in the past or in de-
veloping countries.

The growth in what governments spend
typically comes with a growth in what they
do, and how much they control the doings
of others. In America the number of federal
regulations has more than doubled since
1970. The total word count of Germany'’s
laws is 60% larger today than it was in the
mid-1990s.

Governments have not grown more po-
werful by all measures. Bureaucrats no
longer, as a rule, set wages or prices, nor
impose strict currency controls, as many
did in the 1960s or 1970s. In recent decades
the public sector has raised hundreds of
billions of dollars from privatisations of
state assets such as mines and telecoms
networks. If you find it faintly amusing to
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» hear that, from 1948 to 1984, the British
state ran its own chain of hotels, that is be-
cause the “neoliberal” outlook on the prop-
er place of government has triumphed.

Yet in other areas today’s governments
have more power than ever. Building
things requires developers to jump
through more environmental, conserva-
tion and local-opposition hoops than it
used to. Health-and-safety laws have pro-
liferated. Occupational licensing has
grown dramatically across Europe and
North America.

For decades unions in many rich coun-
tries successfully argued against govern-
ment-imposed minimum wages, saying
they would do a better job of raising pay
themselves. But as they have withered, the
government has stepped in to provide
wage floors. Rules relating to other work-
place matters such as parental leave and
gender-pay gaps go in only one direction.

And if direct government control of the
economy has weakened, it has been more
than replaced by redistribution. The objec-
tive correlative of Mr Clinton’s claim that
the era of big government was over took
the form of tax credits; he tripled those for
low earners with children, and introduced
the universal credit for children that Mr Bi-
den now wishes to expand. In 1979 the bot-
tom fifth of American earners received
means-tested transfers worth on average
32% of their pre-tax income, according to
the Congressional Budget Office. By 2018
the figure was 68%. Total social-protection
spending in the OECD—comprising cash
benefits, direct in-kind provision of goods
and services, and “tax breaks with social
purposes”—grew from 15% of GDP in 1980
t0 20% in 2019.

Three forces stand out as driving the
trend: the incentives which bureaucrats
and politicians face; the rising costs of ser-
vices provided by the government; and the
demands of voters.

Governments and bureaucrats are at
least partly self-interested: “public-choice
theory” says that unrestrained bureaucra-
cies will defend their turf and seek to ex-
pand it. A good recent example would be
central banks. Their mandates typically
compel them to control inflation and see
off bank runs. Yet in recent years, with a
cursory and often unconvincing nod to
those mandates, central bankers have tak-
en on fresh responsibilities. America’s
Federal Reserve seems to believe it has
both the obligation and the tools to reduce
racial inequality, while many central bank-
ers want to raise the relative cost of capital
for fossil-fuel companies via interventions
in the corporate-bond market.

Politicians have their own incentives to
expand the state. It is generally more re-
warding for a politician to introduce a new
programme than it is to close an old one
down; costs are spread across all taxpayers
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while benefits tend to be concentrated,
thus eliciting gratitude from interest
groups and sometimes even voters.

Technology, in particular communica-
tions technology, has served to strengthen
the bureaucracy’s grasp. It is no coinci-
dence that bigger governments emerged at
roughly the same point in the 2oth century
as large corporations, which also required
a new communications infrastructure.
More rapid economic growth powered by
those new arrangements made the growth
of government less burdensome than it
might have been.

Hardly cromulent

The second broad factor behind the grow-
ing power of the state is what William Bau-
mol, an economist, named “cost disease”.
In the 1960s Baumol noted that productivi-
ty in some sectors is greater than in others.
But wages must rise in less productive sec-
tors as they rise in more productive sectors
to prevent workers quitting. So despite the
fact that an orchestra at the Royal Albert
Hall contains about the same number of
musicians as it did when the venue opened
in 1871, each musician is paid a lot more to-
day, given the vastly greater opportunities
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that are on offer in the economy.

A lot of government spending is in ar-
eas where labour-productivity growth is
slow, most notably the provision of educa-
tion and health care (see chart 3 on next
page). As the real wages of doctors, nurses
and teachers go up at a rate set by other
parts of the economy, so does spending.
What is more, education and health care
are also what economists call “superior”
goods. As people become richer they spend
a higher fraction of their income on them.
If it is the government that provides those
services, it must spend more. Across the
OECD overall health spending has risen
from 8% of GDP in 2005 t010%, and govern-
ments are responsible for the bulk of that.

Others have extended Baumol’s ideas,
arguing that government intervention in-
hibits productivity growth. A recent report
by Steven Teles, Samuel Hammond and
Daniel Takash of the Niskanen Centre, a
think-tank in Washington, pc, warns of a
vicious cycle in which subsidies for servic-
es the supply of which is constrained by
regulations, such as housing and educa-
tion, push up prices, creating demands for
further subsidies. One example is student
loans: in America 60% of any increase in
the maximum subsidised loan is passed
through into higher tuition fees, according
to a study by the Federal Reserve Bank of
New York. American politics is replete
with promises of further subsidies for
higher education. Pledges to reduce costs
are thin on the ground.

The final steroid is the voters’ appetite,
which depends on who the voters are. Over
the course of the 20th century increasing
numbers were working class and increas-
ing numbers were women. Political scien-
tists have linked the expansion of women’s
suffrage across the rich world to growth in
social spending, especially on health and
education.

Twentieth-century voters were also
increasingly likely to have fought in or p»
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» lived through a world war. Both world wars
vastly increased spending, and in both cas-
es it never returned back to its pre-war lev-
el. Mass-mobilisation in war constituted a
compelling claim to the greater peacetime
provision of services like unemployment
benefits and health care.

And today’s voters are increasingly like-
ly to be old. Old people did well out of gov-
ernment even when this was not the case.
“Making Social Spending Work”, a recent
book by Peter Lindert of the University of
California, Davis, shows that in 13 welfare
states per-person support for the elderly,
as a proportion of income, rose faster than
spending on public education per school-
age child for most of the 2oth century.
Spending per person levelled off in the
1980s—but more baby-boomers with lon-
ger lifespans means total spending is still
rising. And political pressure to maintain
spending on the old is acute.

While other forces behind the growth of
government can be taken to be pretty stea-
dy, the demographic factors are strength-
ening. Over the next 40 years the share of
the total rich-world population over the
age of 65 will rise by half. The share of the
very old, who according to British data de-
mand four times as much health care per
person per year, will grow far more rapidly.
The rise of chronic conditions is likely to
affect both health and social care, increas-
ing the services that people consume be-
fore their final years of life.

A paper published by the OECD in 2019
said that health spending across the bloc
would rise from 8.8% of GDP in 2015 to
10.2% in 2030. This is likely to end up being
asignificant underestimate, given thatitis
already most of the way there: the enor-
mous infrastructure set up during the past
18 months to test for covid-19 and vaccinate
populations will not be dismantled any
time soon.

A new factor is at play, too. Rich-world
governments are pledging to transform
their economies to eliminate net carbon
emissions, and this will require huge in-
vestment. If governments struggle, as they
have thus far, to deploy market mecha-
nisms such as carbon prices to encourage
the transition, the number of regulations
and subsidies will proliferate. Even with
carbon taxation, the Office for Budget Re-
sponsibility, Britain’s fiscal watchdog, esti-
mates that the spending needed to get to
net zero by 2050 will, by the end of that
process, have added 21 percentage points to
Britain’s debt-to-GDP ratio.

The scene is set, then, for bigger and
bigger government. Moved perhaps by this
inexorable economic logic, intellectual
thought is increasingly statist, not only on
the part of the political left, some of whom
will never be satisfied with the scale of re-
distribution, but, more surprisingly, also
on the political right. This provides a
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fourth factor in favour of an ever-larger
state: an absence of opposition.

In 2019 American Affairs, a conservative
journal launched two years earlier, pub-
lished an article titled “Toward a Party of
the State”. Acknowledging that “the state
now occupies a much greater role than it
has heretofore in post-war and modern
conservative thought”, Gladden Pappin,
the author, advised giving “aid and com-
fort” to, for example, “nation-state-orient-
ed forces in Europe”—think of Hungary of-
fering cash incentives to encourage fam-
ilies to have more children, for instance.

Others on the populist right are happy
to preserve spending on the elderly, to in-
tervene in markets in order to help certain
interest groups, and at least notionally to
favour massive infrastructure invest-
ments. Britain’s Conservative Party pro-
claims its small-state credentials louder
than most, but Rishi Sunak, the chancellor,
is presiding over historically high levels of
spending and taxation. There is har-
rumphing on the backbenches, but little by
way of a concrete argument for cuts.

Johan Norberg, a Swedish free-market
thinker, says he is politically homeless:
“No major political force is listening.” In
France Gaspard Koenig, a philosopher who
runs a think-tank which focuses on eco-
nomic freedom, is seeking to shift the
terms of the debate. But the consensus in
France remains clearly in favour of big gov-
ernment and high public spending. The
Belgian region of Flanders, where some of
those seeking independence see lower tax-
esand a smaller state as a possible result, is
a curiosity, not the start of a movement.

People such as Mr Norberg might seem
to have little alternative but to hope for a
turn in the intellectual tide like that which
saw the ideas of Friedman and Hayek flood
the corridors of power in the late 1970s—a
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turn driven by the increasingly apparent
failures of over-regulated, state-domin-
ated capitalism. But in the meantime they
still have policies to advocate.

One option might loosely be called
“pave the swamp”: find ways to improve
the structure of bureaucracies such that,
while they might remain large, it would at
least be easier to move things through
them. John Cochrane, a free-market econo-
mist at the Hoover Institution, at Stanford
University, suggests adding “shot clocks”
and sunset clauses to regulations. The for-
mer would mean that America’s Food and
Drug Administration, say, would have a
prespecified time in which to assess a new
drug or food; no defensible verdict in the
time allowed would mean automatic ap-
proval. Other sorts of regulation would
lapse unless deliberately reinstituted.

Another palliative option favoured by
some is to argue that the government
needs to play a more activist role in mak-
ing sure that existing markets work well—
say by scrutinising mergers more closely
so as to prevent the emergence of monopo-
lies. Efficient markets will provide growth
that goes atleast some way to offsetting the
increase in the government share, as it did
in the 1950s and 1960s.

More dramatic options involve not just
improving markets but expanding their
reach in ways that might, ultimately,
shrink the role of the state. One example,
touted in “Radical Markets” by Eric A.
Posner and E. Glen Weyl, would be to trans-
fer the right to admit immigrants from the
government to individual sponsoring
households, who could in effect sell their
visa quota to would-be migrants.

Dare to dream small
Or, instead of eating away at the state, let
people opt out of it. Mark Littlewood of the
Institute of Economic Affairs, a Thatcher-
ite think-tank, suggests allowing people to
pay less in tax in return for abjuring some
state services. If the tax cut is attractive but
still less than the cost of supplying the ser-
vice, that saves money. But because the
people keenest to step out from under the
umbrella of the state will always be those
who already rely least on its protection, the
state’s tax revenue would probably decline
by a lot more than demand for its services.
Margaret Thatcher supposedly once
produced her copy of Hayek’s “The Consti-
tution of Liberty”, slammed it on a table,
and pronounced “this is what we believe”
to her fellow Conservatives. Today’s believ-
ers in small government lack the same
sense of conviction. But they also face far
more challenging circumstances, because
stopping further growth of government
over the coming decades will be close to
impossible. The most important debates to
come will be about the state’s nature, not
its size. m
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South-East Asia’s info-wars

The embrace of the motherland

SINGAPORE

China’s propagandists take aim at South-East Asia’s Chinese diaspora

VERY NIGHT Lee Ah Huat (not his real
E name) turns on the news. The 60-some-
thing engineer lives in Malaysia’s capital,
Kuala Lumpur, but he does not bother with
local channels. He goes straight to cctv,
China’s state broadcaster, and usually
watches its international broadcast in Chi-
nese. Mr Lee’s family left China and settled
in Malaysia decades ago. He maintains few
direct connections to his ancestral home
and has complicated feelings about it.

Yet when it comes to current affairs, his
views are straightforward. The protests in
Hong Kong and the oppression of the
Uyghurs, an ethnic minority, are “China’s
domestic issues”. American politicians
who bang on about the Chinese state’s hu-
man-rights abuses are, in this view, hypo-
crites. Just look at “how America treats Af-
rican-Americans or Native Americans.
They murdered them, stole their land.
America is just causing trouble.”

Mr Lee’s remarks would delight the Chi-
nese Communist Party (CCP). At least 3o0m
members of the Chinese diaspora, 60-70%
of the total, live in South-East Asia. They

are the targets of increasingly sophisticat-
ed Chinese state-sponsored influence op-
erations. Though few members of the dias-
pora are Chinese citizens, the state expects
them to have strong sympathies with their
ancestral homeland. They have an impor-
tant role to play in what the party calls Chi-
na’s “great rejuvenation”.

In 2018 the United Front Work Depart-
ment, the main organ responsible for in-
fluence operations among people who are
not party members, absorbed the Overseas
Chinese Affairs Office, responsible for
tending to those abroad. Jacob Wallis of the
Australian Strategic Policy Institute, a
think-tank, thinks that “the ccp sees the
diaspora as a powerful vector of influence”
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and is trying to recruit its members.

The South-East Asian diasporais of par-
ticular interest to China’s info-warriors be-
cause China thinks it has a “natural right”
to primacy in the region, says Kenton Thi-
baut of the Atlantic Council, an American
think-tank. “China sees it as an easy prov-
ing ground,” she adds, where it can “start to
express itself as a global power”.

How to recruit these potential parti-
sans? “Wherever the readers are, wherever
the viewers are, that is where propaganda
reports must extend their tentacles,” said
XiJinping, China’s president, in 2015. Their
grip can be felt almost everywhere. “Over
the past decade, top ccp officials have over-
seen a dramatic expansion in efforts to
shape media content and narratives
around the world,” according to a report in
2020 by Freedom House, a watchdog.

“This push feels particularly strong in
South-East Asia because there are more
outlets that are willing to rebroadcast
some of these claims,” says Ja Ian Chong of
the National University of Singapore.
Prominent state media like ccTv are broad-
cast in every South-East Asian country.
Some, including Xinhua, a government
news agency, have struck attractive con-
tent-sharing deals with cash-strapped lo-
cal newspapers, wire services and televi-
sion broadcasters in Vietnam, Laos and
Thailand. In 2017 a Chinese firm and the
Cambodian interior ministry launched a
TV station which carries content from Chi-
na’s official media.
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»  The complexion of some local media is
increasingly red. Cambodian media now
carry “journalism with Chinese character-
istics”, according to Reporters without Bor-
ders, another watchdog. Chinese-language
outlets in Malaysia are muzzling journal-
ists who do not toe the ccp line. In April
Lianhe Zaobao, a Chinese-language Singa-
porean newspaper, renamed its “Greater
China” section (covering China, Hong
Kong and Taiwan) simply “China”, reflect-
ing China’s claim that Taiwan is its territo-
ry. It is one of the few foreign newspapers
which are allowed to circulate in China.

China also spreads disinformation. A
recent investigation by Malaysiakini, a
news website, found that during the mass
unrest in Hong Kong in 2019, mainstream
Chinese-language media in Malaysia re-
gurgitated false reports from Chinese state
media claiming that protesters threw Mo-
lotov cocktails at school buses. China ma-
nipulates digital outlets, too. Its lies often
pop up on social-media platforms in Tai-
wan, which is a “testing ground for [the]
PRC’s worldwide propaganda”, according to
DoubleThink Lab, a local outfit that tracks
digital-information operations. From
there it spreads to South-East Asia, piggy-
backing on the Twitter, Facebook and We-
Chat accounts of South-East Asian mi-
grants in Taiwan or ethnic Chinese in
South-East Asia.

Chinese propagandists have a few fa-
vourite themes. They include China’s be-
nevolence, as illustrated by its donations
of vaccines to South-East Asian countries
(true) and the invention of the first co-
vid-19 vaccine by a Chinese general (false).
Democracy is portrayed as a messy, chaotic
form of government and America as a rac-
ist country. A video purporting to depict
black and white Americans beating a Chi-
nese man with sticks was shared widely on
South-East Asian chat groups earlier this
year. The caption was false: the video actu-
ally depicted a prison riot in Ecuador.

There is also evidence that the Chinese
propaganda apparatus, which has become
“much more sophisticated, multi-layered
and international facing” in the past two
years, is conducting digital operations in-
tended to manipulate public opinion in
South-East Asia about domestic politics,
says Mr Wallis.

It is hard to establish whether China is
winning hearts and minds with such tac-
tics. A Pew poll conducted this year found
that in Singapore, which is about three-
quarters Chinese, nearly two-thirds of re-
spondents did have favourable views of
China. Older Singaporeans were more like-
ly than youngsters to hold such views. Last
year, a Singaporean woman posted on Red-
dit, an online forum, about her father who
was “self-radicalising every night with ex-
treme pro-China videos”. Scores of Singa-
porean users recounted similar experi-

ences with their own parents.

Sometimes influence operations back-
fire, however. In 2015, the perception that
China was interfering in Malaysia’s affairs
led tens of thousands of Malays to march
through Chinatown in Kuala Lumpur, stir-
ring memories of past race riots.

And if Mr Lee, the Malaysian engineer,
isanything to go by, the party still has work
to do. Lofty rhetoric about the Chinese
diaspora belonging to a “community of
common destiny” is all well and good. But
his mainland-Chinese colleagues “look
down on us..They think we come from a
small, poor and weak country.” He adds:
“[They] don’t see us as one of them”. Nor
does Mr Lee. He identifies not as a Chinese
national but as Chinese Malaysian. B

Philippine politics

sSuccession

MANILA
President Rodrigo Duterte’s daughter
shows she is her own politician

ARA DUTERTE had seemed destined to

be swept to power on a wave of inherit-
ed popularity. But then she shunned her
clear-cut opportunity to win the election
next May and succeed her death-dealing
father, Rodrigo Duterte, as president. In-
stead, Ms Duterte registered to run for vice-
president, a position that has no power. In
doing so, she appears to have messed up
the Duterte dynasty’s chances of prolong-
ing its grip on national government. So the
president hastily made arrangements to
preserve a measure of political influence
once he completes the single six-year term
in office the constitution allows him. He
registered to run for a seat in the senate.

A dynastic merger?
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Father and daughter both put their
names down just before the deadline of
November 15th set by the election authori-
ty for the myriad political parties to rear-
range their slates by substituting new can-
didates. Ms Duterte began by withdrawing
her bid for re-election as mayor of the
southern city of Davao, the Duterte dynas-
ty’s bailiwick, and changing parties. But,
dashing her father’s hopes, she registered
as a substitute candidate not for president
but vice-president. In remarks directed at
supporters clamouring for her to run for
the presidency, in the hope she would rule
in the same manner as her father, Ms Du-
terte told them this was “an opportunity to
meet you halfway”. President and vice-
president are elected separately. Some-
times they are political rivals. Unless ap-
pointed to a government job by a sympa-
thetic president, the deputy has nothing to
do but wait to take over if the boss becomes
unable or unwilling to carry on.

“I was puzzled,” her father said. “She
was number one in the surveys, so why did
she consent to running only for the vice-
presidency?...Ididn’t know what was going
through her head. We don’t talk.” Within
hours of Ms Duterte’s registering, her fa-
ther had dispatched his right-hand man,
Senator Christopher “Bong” Go, to register
as a presidential candidate. Two days after
that Mr Duterte himself registered to run
for the Senate. Their purpose is clearly to
reverse the present arrangement whereby
Mr Go serves as Mr Duterte’s alter ego in the
legislature.

For this to work, Mr Go must win the
presidential election. But the latest opin-
ion survey, taken in October, does not give
him much chance. The front-runner is Fer-
dinand “Bongbong” Marcos, son of the late
tyrant, Ferdinand Marcos, far ahead of the
leader of the opposition, Vice-President
Leni Robredo, and the mayor of Manila, Is-
ko Moreno. The day after the substitution
deadline, Ms Duterte and Mr Marcos ac-
knowledged publicly that they had formed
an alliance and each would support the
other’s election campaign.

Ms Duterte may have sharper political
acumen than her father. The survey put her
second in the vice-presidential race, be-
hind only Senator Vicente “Tito” Sotto, a
former comedian. If Ms Duterte can win
the vice-presidency, a similarly victorious
Mr Marcos may include her in his govern-
ment. This would put Ms Duterte closer to
the seat of power than her father, even if he
succeeds in reaching the Senate. But com-
fortingly for her father, of all the presiden-
tial candidates, Mr Marcos is the least
equivocal about his intention to prevent
the International Criminal Court from in-
vestigating Mr Duterte on suspicion that
his campaign against illegal drugs, which
has killed thousands of Filipinos, is a
crime against humanity. m
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LGBT in Japan
A matter of
some pride

SAPPORO AND TOKYO
Support for gay rights in Japan is
gaining momentum

HEN AIKO (not her real name) was at

\/V school nearly 20 years ago, her par-
ents found a love letter another girl had
written to her. “They cried a great deal,” she
recalls. They told Aiko it was a phase and
forbade her from going out at night. When
she moved away to college, they told her
not to come home if she was going to talk
about her feelings. She feared a lonely life.

Japan has yet to legalise gay marriage,
leaving it out of step with all other G7 coun-
tries and even a former colony, Taiwan,
which did so in 2019. The OECD, a club
mostly of rich countries, ranks Japan
ahead only of Turkey among its 38 mem-
bers for legal protections for LGBT rights.
Activists looked to the Tokyo Olympics to
spur change—the Olympic charter, after
all, forbids discrimination of any kind.

Yet a relatively tame bill declaring dis-
crimination against LGBT individuals “un-
acceptable” faltered in the spring. Over the
summer conservatives in the ruling Liberal
Democratic Party (LDP) blocked even a wa-
tered-down version which pledged to “pro-
mote understanding of LGBT people”. One
LDP legislator reportedly said that gay and
transgender people “go against the preser-
vation of the species”. Two candidates in
the race this autumn to lead the LDP (and
become prime minister) expressed open-
ness to same-sex marriage, but the party
chose Kishida Fumio, who opposes it.

For all the LDP’s backwardness, atti-
tudes have shifted drastically in recent
years: today some 65% of Japanese approve
of same-sex marriage, up from around
40% in 2015. Even a majority of LDP sup-
porters are now in favour. Pride parades in
Japan once struggled to draw crowds; now
they have corporate sponsors. Since 2015
some 130 municipalities representing over
40% of the population have introduced
systems to recognise same-sex partner-
ships. This March, in an important sym-
bolic victory for Aiko and her partner of 14
years, a district court in Sapporo declared
the prohibition on gay marriage unconsti-
tutional. Judgments in similar cases in
four other cities are due this year or next.

For much of Japanese history, sexual
and gender mores were more fluid. Samu-
rai were known to take younger male lov-
ers. Traditional Japanese theatre, from noh
to kabuki, features cross-dressing perform-
ers; shunga, a genre of erotic woodblock
prints, teems with all manner of sexuality.
Anti-gay sentiment is in contrast a rela-

A modest cheer

tively modern import from the West.

But it has become a strong social con-
vention, making life hard for those who do
not conform. In workplaces, colleagues
make demeaning jokes. Like many gay and
transgender Japanese, Aiko's partner has
not come out to her colleagues. In schools,
gay children are often bullied. When Aiko
and her partner bought an apartment last
year, they could not find a bank to issue a
mortgage to same-sex partners.

Yet several forces favour change. Sup-
port for same-sex marriage is very strong
among Japanese in their 20s and 30s; more
than 80% back it. Kawaguchi Kazuya of Hi-
roshima Shudo University says that por-
trayals of gay life on Japanese television
and film have shifted from erotic, seedy
dramas in the early 1990s to more “whole-
some” images, as epitomised by a hit com-
edy series about a gay couple, “Kino nani ta-
beta?” (“What did you eat yesterday?”).
More Japanese firms now see protecting
LGBT rights as a step that will “enhance, not
reduce economic power”, says Yanagisawa
Masa of Goldman Sachs in Japan.

Finally, progress elsewhere—especially
in Taiwan—is expanding the boundaries of
the possible. Taiwanese activists’ use of
courts to put pressure on legislators in-
spired the lawyers of Japan’s “Marriage for
All” movement, says Takeharu Kato, who
represented Aiko in Sapporo.

Although local courts cannot force a
change in national laws, “we hope the local
verdicts will push the Diet,” says Mr Take-
haru. If it does not act, the lawyers plan to
appeal up to the Supreme Court, which
could eventually force the Diet to legislate.
In the meantime, the verdicts offer sym-
bolic succour. Hearing the court declare
the prohibition on gay marriage unconsti-
tutional was “almost like a dream for me”,
Aiko says. The case even helped sway her
parents. Now, she says, “they want me to be
able to be happy and to die happy”. &
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Indian government subsidies

A dangerous
addiction

DELHI
In many of India’s ills, subsidies
play a part

ACK AT SCHOOL this month for the first

time since early last year, Delhi’s chil-
dren are locked out again, but not by co-
vid-19. Delhi’s air is so filthy that on No-
vember13th the government decreed an in-
definite closure. One rarely mentioned rea-
son for the pollution also plays a part in a
host of other troubles: subsidies. Despite
endless warnings about moral hazard and
distorted markets, politicians and bureau-
crats keep creating them.

Delhi’s bad air in November is one re-
sult. Farmers hurry to clear the rice harvest
before planting spring wheat, burning off
stubble in a vast pall of acrid smoke. Rice
uses a lot of water, and the region around
Delhi is fairly dry, but decades ago the gov-
ernment began paying fat prices to push
rice-growing. It also subsidised wheat, fer-
tiliser and diesel to fuel water pumps.

So farmers pumped ever more water to
grow ever more wheat and rice. With some
om pumps, parched India now uses more
groundwater than America and China
combined, and holds far bigger grain
stocks than it needs. Diesel’s low price also
encouraged carmakers to switch to the fuel
and drivers to buy it, adding yet more car-
cinogenic soot to Delhi’s toxic air.

Farm subsidies—amounting to some
$48bn a year if government waivers on
bank loans are included—skew spending
away from such things as education and
public health. They have also created dan-
gerous dependence. Last year tens of thou-
sands of farmers besieged Delhi for
months, angered by reforms they thought
might lead to a reduction in handouts.

Other subsidies, too, show how good
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» for electricity make power more afford-
able, but leave the distribution network
underfunded. Only 77% of electricity is
paid for, piling up debts reckoned in 2019 at
around $57bn. To compensate, commer-
cial consumers pay up to four times more
for power, helping make Indian manufac-
turers uncompetitive. Similarly, Indian
Railways can afford government-imposed
low passenger fares only by raising the cost
of freight. It relies on shunting coal from
forest-devouring strip mines to smoke-
belching power plants.

Subsidies can also bring international

obloquy. A World Trade Organisation (WTO)
agreement required India to phase out va-
ried export-promotion subsidies by 2016.
Instead the country ramped up several pro-
grammes, earning in 2019 a sharp repri-
mand from the wto. It was chastised again
this year, this time for concealing subsi-
dies for agricultural exports.

The wTo might be more sympathetic if
it were to study a typical Indian election
campaign, where parties vie to offer ever-
higher handouts. The current government
started off in 2014 insisting it would slash
subsidies, and compressed a multiplicity

Bear with them

Russia is making friends in South-East Asia, but its influence remains limited

IN AUNG HLAING can cut a lonely

figure on the international stage.
Since seizing power in a coup in Febru-
ary, the commander-in-chief of Myan-
mar’s armed forces has been persona non
grata in many places. But one country at
least has remained steadfast: Russia. Its
friendship with Myanmar grows “stron-
ger and stronger”, boasted the general on
avisit to Moscow in June. Nor is Myan-
mar the only South-East Asian country
Russia is buddying up with. In July Presi-
dent Vladimir Putin gave Hun Sen, Cam-
bodia’s prime minister, a “friendship”
medal, and sent his foreign minister on
official visits to Laos and Indonesia.
Seven of the ten member-states of
ASEAN, a club of South-East Asian coun-
tries, have bought or plan to buy the
Russian government’s Sputnik v vaccine.
Vietnam, Malaysia and Indonesia have
even signed deals to manufacture it.

Russia’s Asian charm offensive is not
new. Since Mr Putin first took office two
decades ago, Moscow has assiduously
cultivated ties there, eager to sell com-
modities to its booming markets and to
develop the anaemic economy of its
far-eastern territories. But some analysts
argue that this “pivot to Asia”, as Moscow
calls it, is really a pivot to China, which is
thirsty for Russian hydrocarbons and
with which Russia shares a rival, Amer-
ica. And as fears have grown that Russia’s
economy is becoming too dependent on
China, so the benefits of sharing the love
with the rest of Asia have seemed more
apparent. So over the past decade, Mos-
cow has stressed the importance of
stronger bonds with ASEAN.

The most obvious evidence of this
burgeoning friendship is on the parade
ground. Russia is the region’s biggest
arms supplier. Between 2000 and 2019 it
sold $10.7bn-worth of tanks, warships,

fighter jets and other weapons to South-
East Asia, surpassing America, the region’s
second-biggest supplier, by nearly a third.
Over the past decade, Russia’s navy has
made more frequent port calls in the
region. Its armed forces occasionally
conduct joint exercises with its South-East
Asian counterparts. Over the past five
years these ties have been affirmed by a
flurry of defence agreements—with In-
donesia and Myanmar, but also with Thai-
land and the Philippines, both formally
allies of America.

Moscow supplements military ties
with camaraderie. Mr Putin has for years
made a point of attending ASEAN sum-
mits, and in 2016 began to play host to an
annual Russia-ASEAN shindig. Years of
glad-handing have borne fruit. When in
2014 the UN voted on a resolution con-
demning Russia’s annexation of Crimea,
Vietnam, Brunei and Cambodia abstained,
while Laos apparently forgot to vote.
Russia reciprocated this year, torpedoing
moves by other members of the UN Securi-
ty Council to condemn the military coup
in Myanmar.

The Economist November 20th 2021

of government schemes into just 40 main
ones (not counting various hidden hand-
outs and cross-subsidies). But it still
spends more on subsidies than on defence,
and has added new beneficiaries. During
the worst of the covid slump, many econo-
mists counselled boosting demand by giv-
ing cash to the hardest hit. The govern-
ment’s biggest initiative instead propped
up manufacturers, encouraging them to
invest where bureaucrats think they
should by offering “production-linked in-
centives” to make things like solar panels.
In other words, it offered subsidies. m

South-East Asian governments wel-
come Russia’s courtship. Its weaponry is
more reliable than China’s, and cheaper
and less tangled in red tape than Amer-
ica’s. Moreover, as the rivalry between
America and China ratchets up, many
South-East Asian countries feel under
pressure to choose sides. So they are
keen on ties with other powerful coun-
tries like Russia, says Elizabeth Buchan-
an of Deakin University in Australia.

The problem is that, aside from arms
and hydrocarbons, Russia does not have
much to sell to the region. In 2019
ASEAN'’s bilateral trade with America was
worth $292bn and with Japan $16bn.
With Russia it amounted to a piddling
$18bn. Little has changed since 2010,
when Russia’s foreign minister lamented
that economic ties with ASEAN were
“mostly skin-deep”.

Russia’s approach to foreign policy is
“short-termist”, says Alexander Gabuev
of the Carnegie Moscow Centre, a think-
tank. Strategists know that the country
ought to focus on the rest of Asia, yet
“every year we see Russia doubling down
on China” because it remains preoccu-
pied by the commercial potential there.
But when democracy takes a beating in
South-East Asia, Russia does seize the
opportunity to reward its assailants,
notes Zachary Abuza of the National War
College in Washington. When coup-
makers in Myanmar and Thailand took
power and when the Philippines’ irasci-
ble president seemed inclined to rip up
its alliance with America (he later relent-
ed), it swooped in to sell arms and pro-
mise lasting friendship. Unable to add
substance to those overtures, however,
Russia contents itself with thumbing its
nose at America and patting authoritar-
ians on the back. It is not so much a great
power as a great mischief-maker.



Flood-proofing cities

Soaking it up

LESHAN

Extreme rainfall is taking lives and causing billions of dollars in damage.
China hopes that creating “sponge cities” will help

OCALS HAVE a saying: “When the Budd-

ha’s feet are washed, Leshan cannot
sleep.” The city in the south-western prov-
ince of Sichuan has reason to be fearful.
Leshan lies at the confluence of three trib-
utaries of the Yangzi river. Centuries ago its
residents carved a stone statue of the
Buddha into a cliff face. It towers 70 metres
high, overlooking the swift currents. In
August 2020 its giant toes were bathed in
river water for the first time since the Com-
munist Party seized power in 1949. Thou-
sands of residents suffered in the flood.

But it is not only the ancient threat of
rivers in spate that unnerves Leshan. It is
also the way the city itself has grown. By
the time of last year’s disaster, its built-up
area, including satellite towns, was more
than halfasbigagain as itwas in 2000. City
planners had failed to make due provision
for floodwater runoff.

After four decades of frantic expansion,
many other cities are in similar difficulty.
They are poorly prepared for extreme
downpours, which are likely to become
more common as a result of global warm-

ing. One such storm in July over Zheng-
zhou, the capital of the central province of
Henan, drenched the city in a year’s worth
of rain in three days (see picture). Cars
were sweptaway or trapped in flooded tun-
nels, where six motorists died. Another 14
people drowned in the subway system. In
all, nearly 300 were killed. According to
Chinese researchers, average annual losses
from floods in China doubled from around
100bn yuan ($15.6bn) in the decade after
2000 to over 200bn yuan in the early 2010s.

About one in ten Chinese people lived
in cities in 1950. Now six in ten do. About
70% of those cities are in floodplains. “We
overbuilt, and we built it wrong,” says Yu
Kongjian, a landscape architect at Peking
University. Mr Yu was among the first to
urge that urban areas become “sponge cit-
ies”, meaning they must be capable of ab-
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sorbing rain without creating floods. He
drew inspiration from old Chinese irriga-
tion systems, such as “mulberry fish
ponds” thatactas natural reservoirs. He es-
timates that urbanisation has resulted in a
third of farmers’ ponds and half of all wet-
lands disappearing.

The government has embraced the idea,
and has adopted the term sponge city. In
2015 it released a series of guidelines for
building them. The aim is for 80% of cities
to collect and recycle 70% of rainwater by
2030. Local authorities have set their own
targets. In 2018 Zhengzhou announced a
plan to ensure that nearly nine-tenths of
its core urban area would be “spongified”
by 2030. This year Leshan said 40% of its
urban area would meet the government’s
sponge-city standards by 2025.

Cities have long tried to prevent flood-
ing with hard engineering involving the
“grey infrastructure” of dams, dykes and
barriers. But urban surfaces of tarmac and
concrete cause floodwater to rush into of-
ten inadequate drains. Producing a sponge
effect requires measures such as creating
artificial wetlands, planting roadside
shrubs and using permeable materials to
build pavements and plazas.

The flooding in Zhengzhou shocked the
country. It left many Chinese wondering
whether sponge cities were all they were
cracked up to be. After all, a lot of money
has been flowing into spongification. Ex-
perts reckon that implementing the gov-
ernment’s sponge-city guidelines will cost
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» at least $1trn nationwide. Generous subsi-
dies have been dolloped out to localities.
Netizens were up in arms when they disco-
vered that Zhengzhou had planned to in-
vest close to 55bn yuan in sponge-related
projects in the two years preceding the
floods. How much was actually spent has
not been made public. But the work had
clearly failed to avert disaster (and had not
reversed the extensive building-over of
Zhengzhou's wetlands that had occurred in
recent decades). Officials insisted that the
downpour was a “once in a millennium”
event that even the best-built sponge city
could not have coped with perfectly.

Experts agree that Zhengzhou has not
disproved the effectiveness of the sponge-
city programme. They point out that the
government had required sponge projects
to cover only 20% of the city’s urban area
by 2020. So it may be difficult to evaluate
Zhengzhou's efforts at least until 2030.
Kong Feng of the China Agricultural Uni-
versity in Beijing says that more subterra-
nean spaces need to be used to collect
floodwater. For example, he suggests, the
lowest levels of underground car parks
could be adapted to serve as emergency
reservoirs. Such a backup “may not be
needed for ten years. But use it just once
and it will be life-saving for the city,” says
Mr Kong. He has been involved in China’s
first nationwide survey of risk from natu-
ral disasters, which was launched last year.

It is the case that local governments
sometimes misspend the money they are
given for sponge-city building. They are of-
ten reluctant to use expensive land to
create natural drainage systems such as
parks and ponds. For a sponge city to work,
many government units must collaborate,
from water-conservation and weather bu-
reaus to education and emergency depart-
ments. For two days before the worst of the
flooding, Zhengzhou’s meteorological of-
fice issued its highest level of alert for a
rainstorm. But few officials appeared to
pay much attention.

There is evidence from other places that
spongifying can make a difference. Like
Zhengzhou, the flood-prone city of Wu-
han, on the banks of the Yangzi, was cho-
senasa pilot sponge-city in 2015. From July
s5th to 6th last year, a cloudburst caused re-
cord rainfall over the city. Yet flood waters
began to recede within hours. The follow-
ing day centres for taking the gaokao, Chi-
na’s university-entrance exam, stayed
open despite heavy rain.

Many critics overlook the fact that in
Zhengzhou, too, water levels fell more
swiftly than they would otherwise have
done, says Mr Kong (it may have helped
that Zhengzhou's flood-prevention efforts
had also included the building or refur-
bishing of over 5,000 kilometres of
drains). City officials recently called on Mr
Yu and his team to help them make

Zhengzhou more absorbent.

Tourists are flocking once again to
Leshan’s Buddha, some to seek peace and
protection at its feet. The statue conceals
other strengths. Inside its body a drainage
system, carved into the rock when it was
built, helps to flush out rainwater and re-
duce erosion. Some say that the rocks
gouged out of the cliff were dropped into
the river, helping to calm it—and that the
statue’s divine presence, where the rivers
meet, also helps slow the water’s flow. For
sponge-city enthusiasts it is nature, not
the supernatural, that offers salvation. m

Street art
The grey walls
of China

Officials give graffiti artists a
surprising amount of leeway

N THE MID-1990s outlines of bulbous

heads, spray-painted with a single swipe,
began to appear on Beijing’s walls. Next to
them was written “AK-47". This tag, as graf-
fitied signatures are known, belonged to
Zhang Dali, an art student who had spent
time in Italy and discovered graffiti culture
there. On his return to China, swathes of its
cities were being razed to make way for de-
velopment. Workers were daubing the
character chai, meaning “demolish”, on
buildings due to be torn down. Mr Zhang
took his cans to the same walls in protest at
this often brutal upheaval.

Mr Zhang is widely regarded as China’s
first modern graffiti artist. More recent
ones are influenced by skateboarding cul-
ture or rap music. The art form is still in its
infancy in China—it is far less commonly
seen than in the West. But Liu Yuansheng,
co-author of “Beijing Graffiti”, published in

Chongqing’s badge of modernity
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2020, reckons the number of practitioners
in the capital has at times swelled to 200.

Cities are riddled with ccTv cameras
and teeming with law-enforcement offi-
cers. But it is not the threat of punishment
that deters people from becoming graffiti
artists. Doodlers rarely face more than a
fine of 500 yuan ($80) and a day in police
custody. Those caught tagging often get
away with a promise to paint over their
work. Sometimes the public defends such
art. Residents in the central city of Wuhan
called on officers to remove advertise-
ments that had been pasted over a work by
Rui Huang, a local artist. They felt that the
ads had defaced his graffiti.

It may simply be that few people even
consider spraying walls without permis-
sion. There is no tradition of guerrilla art
used by criminal gangs to mark their terri-
tory or by protesters to attack the govern-
ment. Mr Zhang’s poke at developers was a
rare kind of dissent. The ruins gave him
cover—officials turned a blind eye, know-
ing his works would soon be bulldozed.

China does have a history of using walls
to express dissent in written form, how-
ever. A famous example occurred during
the Democracy Wall movement of 1978-79
when people flocked to the brick wall of a
bus station in Beijing to put up “big-char-
acter posters” demanding greater political
freedom. A constitutional right to put up
such posters was scrapped in 1980. These
days mural self-expression rarely goes be-
yond unauthorised “throwies”, or two-
tone tags in bubble-like writing, which can
be seen on walls in Beijing.

Local governments sometimes even
sponsor street art, regarding it as a sign of
modernisation. In the run-up to the Olym-
pic games that were held in Beijing in
2008, officials in the capital encouraged
artists to paint a 300-metre-long “graffiti
wall”. Designs were vetted first. A street in
the south-western city of Chongqing is
home to one of the world’s largest graffiti
projects (pictured). It was created, with of-
ficial approval, by 800 painters. This year
Wuhan paid local crews to draw graffiti on
a tram and several public buses.

There are others, however, who barely
qualify as artists who scribble on walls. A
Chinese citizen in Sydney, who goes by the
name Lil Quacky, collects graffiti in an In-
stagram account called “chinesegraffiti-
hub” (the app is blocked in China). Quacky
began the project last year after noticing
that someone had rewritten a roadside slo-
gan in China that had urged people to carry
away their rubbish. It had been changed to
“Carry away your love.” Most graffiti sub-
mitted to Quacky consists of untidy spray-
painted sentences. “Are they enough to
shock passers-by, to make them think, to
make them stay for a while?” are Quacky’s
criteria for posting them online. Hundreds
of examples have passed the test. B
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Chaguan | A Sino-American ice age

Be glad that Presidents Xi and Biden are talking, but many dangers lurk

EIJING BASKED in golden sunshine on November 16th as Presi-

dent Xi Jinping spent more than three hours on a video call
with his American counterpart, Joe Biden. After months of ten-
sions, the virtual meeting was supposed to show that their coun-
tries could manage disputes and avoid a spiral of confrontation.

The two leaders’ remarks matched the burst of mild weather.
Mr Xi called Mr Biden an “old friend”, nodding to hours that the
two men had spent travelling and talking together in 2011, when
each held the rank of vice-president. “I stand ready to work with
you, Mr President, to build consensus, take active steps and move
China-us relations forward in a positive direction,” Mr Xi said.

China’s state media announced, approvingly, that Mr Biden
had offered reassurances on the most neuralgic points in the bilat-
eral relationship. Notably, he had restated America’s long-stand-
ing position that it does not support independence for the island
of Taiwan, which China claims as its own. According to the Chi-
nese readout, Mr Biden also hailed China’s 5,000 years of history,
declared that his administration does not seek to change China’s
system of government and stressed that as America strengthens
its global alliances, the aim is not to oppose China. After months
in which Chinese censors have tolerated online mockery of Mr Bi-
den as a doddery shui wang, or “sleep king”, prone to napping dur-
ing meetings, official outlets carried side-by-side images of Mr Bi-
den and Mr Xi beaming and waving at one another online.

The White House, for its part, described a businesslike meet-
ing. It quoted Mr Biden as telling his counterpart: “Our responsi-
bility as leaders of China and the United States is to ensure that the
competition between our countries does not veer into conflict,
whether intended or unintended.” American officials are con-
scious that political opponents at home are eager to accuse Mr Bi-
den of appeasement or of entering endless talks that go nowhere.
The national security adviser, Jake Sullivan, duly described Mr Bi-
den confronting Mr Xi over human rights, unfair trade practices
and bullying of Taiwan. Mr Biden urged Mr Xi to send “senior and
empowered” officials to meetings to make progress on pressing is-
sues, rather than pursue “dialogue for dialogue’s sake”, Mr Sulli-
van told a post-meeting briefing at the Brookings Institution in
Washington. Suitable topics include Afghanistan, trade, climate

change, energy security, public health and the nuclear pro-
grammes of North Korea and Iran, Mr Biden suggested.

The video call was a far cry from a traditional summit between
American and Chinese leaders. Such events are preceded by
months of wrangling by officials over concessions, promises and
deals so sensitive that only the top leaders can make them. It says
much about the dire state of relations that this conclusion-free
meeting—held online because Mr Xi has not left China or met a
foreign leader since the covid-19 pandemic began—counts as a
modest breakthrough.

In early September Mr Xi was shockingly testy at the start of a
telephone call with Mr Biden, say people briefed on its contents.
In that conversation, Mr Xi essentially rehearsed, in private, the
same argument levelled by officials in public, namely that Amer-
ica is bent on containing China’s rise and is to blame for all pre-
sent-day tensions. The argument’s second part is that President
Donald Trump was a bad leader, but that Mr Biden is the same or
worse because—as a more rational politician—he should know
better. More emollient signals were sent by China on October 6th
when Mr Sullivan met Mr Xi's most senior foreign-policy aide,
Yang Jiechi, in Switzerland. Western and Chinese sources describe
Mr Yang explaining that China seeks a calm external environment
in 2022, to avoid disrupting events including the Beijing Winter
Olympics in February and a year-end Communist Party congress
at which Mr Xi is expected to launch a third term as party chief.

In this low-trust moment, Mr Biden and Mr Xi are arguably the
only American and Chinese officials able to have substantive dis-
cussions. Their video chat was better than nothing, but worrying-
ly limited. When it comes to co-existing sustainably, the two sides
are far apart. Mr Biden says that America and China are locked in
an intense competition, which must be managed responsibly.
Chinese officials call that framing too negative. They prefer talk of
relations based on mutual respect and mutual interests: code fora
realist America realising it has no choice but to accommodate Chi-
na’s autocratic, statist ways.

China’s plan for world peace: America stops defying China
MrBidenis presented in China as a more pragmatic president than
his predecessor. Alas, scholars and state media frame his willing-
ness to talkas an admission of American failure. In China’s telling,
American inflation is linked to Trump-imposed trade tariffs
(though inflation is recent and tariffs have been in place for three
years). Chinese analysts blame another complex problem, supply-
chain chaos, on a simple cause: Trump-era attempts to block ex-
ports of semiconductors and other advanced technology to China,
while urging firms to move factories out of China. With the Amer-
ican economy now in “bleak” shape, the Biden administration
“needs to ease relations with China in order to improve its politi-
cal standing at home”, says Wang Yong, director of Peking Univer-
sity’s American studies centre. Professor Wang adds that America
is losing the hearts and minds of younger Chinese, who have “giv-
en up their illusions” that the West is sincere when it expresses
concerns about Muslims in Xinjiang or democrats in Hong Kong.

China’s leaders still want investment and technology from the
West, but they think it is in decadent decline and are decoupling
from Western norms and ideas. One video call cannot begin to fixa
relationship in crisis. Mid-November often brings spells of sun-
shine to Beijing, which do not last. In China’s ancient, 12-season
calendar, the freezing periods called “small snow” and “big snow”
are next. Relations with America face a similar ice age. |
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Philanthropy

Scott free

MacKenzie Scott is giving away more money, faster, than anyone has before

N JUNE 2020, Jorge Valencia of the Point
Foundation started receiving calls and
emails from consultants doing due dili-
gence on his organisation, which helps les-
bian, gay, bisexual, transgender and queer
(LGBTQ) students into higher education.
They wanted financial statements and
asked questions about how the group was
responding to the pandemic. For a non-
profit organisation that relies on dona-
tions, it was nothing out of the ordinary.
What came next, however, was. Just a
few weeks later they received another call,
this time with news that MacKenzie Scott,
the former wife of Jeff Bezos, who founded
Amazon, wanted to make a large gift. There
were no restrictions on how the money
was to be spent or plans to monitor the
group’s work beyond a short annual re-
port—just a request to keep quiet about the
source of the donation for a few weeks. Mr
Valencia will not disclose how much mon-
ey Ms Scott gave. But, in the midst of a pan-
demic, as many non-profit groups are wor-
ried about funds drying up, it has allowed
the Point Foundation to more than double
the number of young people it helps this

year. “It was a godsend,” Mr Valencia says.
Ms Scott is an unusual billionaire. A
novelist by trade, she came into a vast for-
tune when her 25-year marriage to Mr Be-
zos came to an end in 2019. As a result of
the blockbuster divorce settlement she has
become the 22nd-richest person in the
world, with a net worth of around $60obn.
Yet she is, by all accounts, an understated
sort. She has married a science teacher at
the school her children attend in Seattle
and signed the Giving Pledge, promising to
devote most of her wealth to giving back.
Her only comments on her philanthropy
so far are contained in three short blog
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posts sprinkled with references to poetry
by Rumi and Emily Dickinson.

That discretion masks immense power.
Over the course of the pandemic Ms Scott
has become one of the most generous phi-
lanthropists in history, announcing
$8.6bn in gifts in the 12 months to June.
That is widely thought to be the largest
sum anyone has ever given to operating
charitable groups in such a short period.
Other wealthy people tend to give to foun-
dations, which then disburse grants over
time. The Bill and Melinda Gates Founda-
tion, the largest private development foun-
dation in America, for example, dished out
$5.8bn in 2020.

Ms Scott is also exceptional for the way
she donates. Most “mega donors” today
take a technocratic approach. They set up a
foundation, put potential grantees
through a gruelling application process,
fund specific projects and monitor them
closely. Ms Scott is giving the way middle-
class people do: donating to a bunch of or-
ganisations and leaving them to get on
with their work. As Benjamin Soskis at the
Centre on Non-profit and Philanthropy at
the Urban Institute, a think-tank, puts it:
“Her fundamental priority is getting mon-
ey out the door.”

The first big decision rich people make
when they decide to give money away is
who to give it to. Here Ms Scott has relied
on outside advisers, including The Brid-
gespan Group, a non-profit consultancy
spun out of Bain and Company, rather than
setting up a permanent bureaucracy of her k»



United States

» own. The approach she has settled for in-
volves spraying funds across relatively
small organisations working on a wide
range of concerns, including racial and
gender equality.

A good chunk of Ms Scott’s gifts have
gone to local groups in America, such as
food banks and yMcAs. Bloomberg News
sent a survey to the recipients of all 786
gifts and got responses from 270. They
found that half, excluding colleges and
universities, have fewer than 50 employ-
ees. For nearly 90% of them, Ms Scott’s do-
nation is the largest they have ever re-
ceived. Contrast that with the Gates Foun-
dation, which has handed about 30% of its
total funding over the past two decades to
ten big international groups, including the
World Health Organisation; Gavi, the vac-
cine alliance; and the Global Fund to Fight
AIDS, Tuberculosis and Malaria.

The second step is deciding how to dish
out money. Here, Ms Scott’s decision to
make unrestricted grants is particularly
popular with beneficiaries. The leaders of
non-profit organisations grumble that do-
nors too often tie money to specific pro-
jects, leaving them struggling to finance
day-to-day operations. One-third of
groups that received funds from Ms Scott
are using the money to hire more people
and over a fifth plan to invest in technolo-
gy, according to the Bloomberg poll.

Ms Scott likes to fund people with per-
sonal experience of the problems they are
trying to solve. The Interfaith Youth Core,
for example, which received a $6m gift,
was founded by Eboo Patel, an Indian-
American Ismaili Muslim. The Chicago-
based non-profit has decided to use some
of the money to launch an online maga-
zine that writes about subjects such asJew-
ish baseball players and voodoo festivals in
Haiti. Implicit in Ms Scott’s unfenced giv-
ing, Mr Patel says, is a recognition that the
person with the money doesn’t necessarily
know best. “It makes the recipient feel
honoured and dignified,” he says.

The third step is how to evaluate what
organisations do with the money. Ms Scott
has said little about this, but here too,
grantees say, she takes a light-touch ap-
proach. One, the National Centre for Fam-
ily Philanthropy, has been asked to submit
a “simple and brief” report every year for
the next three years that lays out what the
organisation is up to. There is no template
for that report and no effort to advise the
organisation along the way. Ms Scott has
coined a term for this approach: “seeding
by ceding”.

Whether it was her intention or not, Ms
Scott has issued a challenge to the bureau-
cratic, top-down model that has domin-
ated American philanthropy for decades. It
already seems to be influencing other rich
people. Ms Scott’s ex-husband, for exam-
ple, is chided for refusing to sign the Giv-

ing Pledge and being slow to make dona-
tions. But when Mr Bezos landed back on
Earth after his first trip into space earlier
this year, he announced a £20om gift that
was a surprise to the recipients and came
in the form of unrestricted grants. “No bu-
reaucracy,” he said.

None of this is to say that Ms Scott has
found some magic formula. In pursuit of
discretion, she forgoes transparency. She
has kept her advisers secret, so non-profit
leaders eager to get on her radar have no
way to contact her, aside from comment-
ing on her blog. There are so many con art-
ists pretending to dole out cash on her be-
half that Ms Scott’s Twitter bio directs vic-
tims to a Federal Bureau of Investigation
complaints page. And because she is giving
as an individual, she doesn’t face the same
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reporting requirements as a foundation.
Rob Reich at Stanford University points
out that this opacity is rare among big do-
nors. “Itis insulting to democratic citizens
because of the kind of power she wields,”
he thinks.

Of course, Ms Scott’s strategy could
change. She is just getting started with her
philanthropy. Even as she announced her
first round of grants last year, she vowed
“to keep at it until the safe is empty”.

That could be more difficult than it
sounds. The source of her fortune is a 4%
stake in Amazon she received as part of the
divorce settlement in April 2019. Shares in
the e-commerce giant have rallied some
95% since then. Ms Scott’s safe is fuller
now than it was when she began shovelling
money out of the door. B

The Rittenhouse trial

Provoking questions

KENOSHA

More juries will be asked to settle tricky questions about self-defence

HE TRIAL of Kyle Rittenhouse, an 18-
Tyear-old from Illinois who killed two
people after a Black Lives Matter protest in
Kenosha, a small city in Wisconsin, last
August, ended much as it began: with peo-
ple pointing guns. In the concluding argu-
ments, both Thomas Binger, the lead pros-
ecutor, and Mark Richards, the lead de-
fence lawyer, took Mr Rittenhouse’s rifle
out of its evidence box to make their
points. “He raises his left hand, to the gun,
and points”, explained Mr Binger, aiming
the firearm (which he had checked was un-
loaded) at the courtroom. “That is what
provokes this entire incident.” Later, Mr
Richards also took the gun out to show
how, in his view, Mr Rittenhouse did not
shoot Joseph Rosenbaum, the first victim,
in the way the state contended.

Such were the details on which jurors
had to decide in the case of Mr Ritten-
house. On November18th, as The Economist
was published, jurors were still deliberat-
ing on the charges against him, which in-
clude intentional homicide. The lawyers
were arguing over video evidence, with the
defence having requested a mistrial. The
trial, which has taken over two weeKks,
highlights deep divisions among Ameri-
cans over gun ownership and what consti-
tutes acceptable self-defence.

Most of the facts of the case were well
known long before any witness took the
stand. After a night of rioting that followed
the shooting by police of a black man, Ja-
cob Blake, Mr Rittenhouse, who was 17 at
the time, travelled to Kenosha to volunteer

to defend businesses from looters. He took
with him an ARr-15 style semi-automatic ri-
fle he had paid a friend, Dominick Black, to
purchase for him (he was too young to buy
it himself). A little before midnight, he be-
came separated from the group he had
joined and ended up being chased by Jo-
seph Rosenbaum, a troubled 36-year-old,
who he shot four times. He then tried to
flee and, having fallen over, shot two more
people who ran after him, killing one, An-
thony Huber, who had been hitting him
with a skateboard, and injuring another,
Gaige Grosskreutz, who had been ap-
proaching him with a gun in hand.

Rittenhouse rules
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»  Almost all of it was recorded on video
tape, by security cameras, witnesses’ mo-
bile phones, and, crucially to the prosecu-
tion’s case, an FBI drone. What the jurors
had been asked to decide was how to inter-
pret that evidence. Was Mr Rittenhouse, as
alleged by the prosecution, a naive “chaos
tourist” who went to Kenosha to play at be-
ing a vigilante and then shot his way out of
a scary but not actually life-threatening
confrontation? Or was he, as the defence
argued, a well-meaning young man who
set out to help and was ambushed by un-
hinged, criminal rioters, who he was
forced to shoot? “If I would have let Mr Ro-
senbaum take my firearm from me, he
would have used it and killed me with it
and probably killed more people”, claimed
Mr Rittenhouse on the stand. Mr Binger ar-
gued that Mr Rosenbaum was in fact the
one threatened, by the rifle.

Earlier in the trial, Bruce Schroeder, the
judge, had stressed that the decision was
“notapolitical trial”. Yetin his jury instruc-
tions, he also specifically told them to “pay
no heed to the opinions of anyone—even
the president of the United States or the
president before him”. During last year’s
election campaign, Joe Biden posted a vid-
eo that implied that Mr Rittenhouse was a
white supremacist (others called him a
“domestic terrorist”). Donald Trump by
contrast suggested that he was only de-
fending himself.

Ultimately, politics is hard to avoid in
cases like this, because the law asks a jury
to decide what is a “reasonable” use of a
gun, says Samuel Buell of Duke University.
That is not something most Americans
agree on. In the past decade or so, the
“open carry” of weapons, particularly to
sensitive events such as protests, has bur-
geoned, led by right-wing pro-gun activ-
ists. Generally it is legal. And yet in most
states, pointing a gun at somebody also
constitutes an assault. The rules on what is
acceptable conduct and what is dangerous
are deeply unclear. America finds itself
“looking to specific high profile trials as a
way of trying to settle contestable social is-
sues that the political system has failed to
grapple with”, says Mr Buell.

Sadly, such trials seem sure to prolifer-
ate. Even as the jury weighed Mr Ritten-
house’s fate, lawyers in Georgia were busy
fighting another case, of three white men
accused of killing a black man, Ahmaud
Arbery, in February last year. Like Mr Rit-
tenhouse’s victims, Mr Arbery was also
shot at close range during a physical strug-
gle. As in Kenosha, it was filmed. And like
Mr Rittenhouse, his Kkillers also claimed
that their guns could have been used
against them. Whatever the verdict, no sin-
gle court case will provide a good answer to
the question of when shooting a person is
acceptable. That is something more than 12
Americans at a time must answer. B

Schools

Answered prayers

QUEENS, NEW YORK
Catholic schools are seeing increases in
enrolment for the first time in years

({7 NEVER ENVISIONED sending my chil-

dren to a Catholic school. I have a good
public school down the block from my
house,” says Laura Camisa, mother of two
girls aged five and seven. She and her fam-
ily live in an expensive Brooklyn neigh-
bourhood in a high-performing school dis-
trict. Ms Camisa’s older daughter was in
kindergarten when schools shut down in
2020 because of the pandemic. Remote
learning was difficult for her daughter.
Once happy and outgoing, she became
withdrawn. “This is not working”, Ms Ca-
misa remembers saying to herself. After
hearing good things about St Joseph the
Worker, a nearby Catholic school, she de-
cided to send her children there.

The Camisas are one of thousands of
families newly enrolled in Catholic
schools. Falls in pupil numbers of a couple
of percentage points a year had been the
norm for years. The number had fallen
from a peakin the early1960s, when Catho-
lic schools had 5.2m pupils, to around 1.6m
lastyear, which meantalot of empty desks.
But thisautumn dioceses all over the coun-
try are seeing increases in enrolments. The
National Catholic Educational Association
is still collecting and analysing the latest
pupil data, but its preliminary numbers
show increases in most dioceses.

The Brooklyn-Queens diocese in New
York, one of the biggest in the country, is
saw increases for the first time in a decade
or more. Nearly 60% of its schools are
growing, with many increasing by 10%.
Partnership Schools, a network of Catholic
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schools in New York City and in Cleveland,
saw a 16% increase. The diocese of Spring-
field, in Massachusetts, is up by 13%. Ar-
lington’s diocese, which takes in the sub-
urbs of Washington, D¢, increased by 6%.
The Archdiocese of Baltimore, the county’s
oldest, saw a similar increase. Chicago’s
archdiocese, which includes some sub-
urbs, saw a 5% increase. Enrolment in-
creased by nearly 4% in Catholic elemen-
tary schools in Philadelphia’s archdiocese.

Why are Catholic schools suddenly
growing? Last autumn many public-school
systems delayed reopening and did not of-
fer full-time in-class learning. When Cath-
olic schools reopened, most provided in-
person learning. This appealed to families
who struggled with remote learning—ma-
ny of the new pupils are children whose
parents cannot work from home. Most
Catholic schools had plenty of space to so-
cially distance: those empty classrooms
came in very handy.

Families took note, including non-
Catholics. In 1970 only 2.7% of the pupil
population was non-Catholic. Last year it
was one in five. In some dioceses it neared
two in five. Kathleen Porter-Magee, super-
intendent of Partnership Schools, says the
children in her Cleveland schools are near-
ly all non-Catholic: “We like to quote the
late Cardinal Hickey of the Archdiocese of
Washington who said, ‘We educate our
communities, not because they are Catho-
lic, but because we are’”

Catholic superintendents and enrol-
ment directors are giddy about the in-
crease. Mary Pat Donoghue of America’s
Conference of Catholic Bishops hopes it
will stabilise the pupil population. Father
Joe Corpora of the University of Notre
Dame warns: “We’ll never get another
chance like this again.” Some dioceses and
schools are working on retention and mar-
keting plans, a first for many.

Catholic schools are not cheap. Tuition
averages $4,800 a year for elementary
schools and high school costs more than
$11,000. Historically, parishioners helped
offset tuition costs with what they put in
the offertory basket. But as fewer people
went to church, that funding stream de-
creased. The many sexual-abuse scandals
have also hurt enrolment. Charter schools,
which share some of the attributes of Cath-
olic ones (uniforms, discipline, communi-
ty values) also drew prospective pupils
away from Catholic schools. It is hard to
compete with free.

Even so, many families are willing to
pay. Ms Camisa and her husband have had
to rejig their finances to afford tuition. “We
moved [schools] because of the pandemic,
but we stayed because of what we saw at St
Joe’s” When public schools restored in-
person learning, she did not return. “We’ll
probably stay Catholic the whole way to
high school.” m
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Puerto Rico and covid-19

Rich in experience

SAN JUAN
How an impoverished, battered island
handled covid-19 better than the us

URRICANE MARIA killed about 3,000
Hpeople and left parts of Puerto Rico
without electricity for 1 months after it
made landfall in September 2017. For the
past four years its inhabitants have en-
dured frequent electricity blackouts. Then
earthquakes then hit the island in late
2019-early 2020. So when the first covid
case was documented two months later,
Puerto Rico was still reeling from previous
disasters. The hospital system was in dis-
array: about 15% of medical personnel fled
for the mainland after Hurricane Maria,
and the earthquakes forced many clinics to
close. Some Puerto Ricans were living in
tent shelters, where infectious diseases
could spread easily. Many feared that covid
would devastate the weakened island.

In fact Puerto Rico, an American territo-
ry of 3.3m people about 1,000 miles
(1,600km) south-east of Florida, has fared
much better than most of America. The is-
land experienced lower infection rates per
person than all American states (5,843 cas-
es per 100,000 since January 21, 2020). Of
course, low case rates could be the result of
infrequent testing. The positivity rate (the
percentage of covid tests that are positive)
is used as an indicator of how widespread
infection is and whether enough testing is
being done. As of November 15th, Puerto
Rico’s positivity rate was 5-7.9% for the en-
tire pandemic, just slightly above the share
at which the World Health Organisation
thinks the virus is under control.

Since January 2020, Puerto Rico saw

Here's how

3,258 deaths from covid-19 (102 deaths per
100,000 people). Of the American states,
only Vermont (60), Hawaii (68) and Maine
(92) had fewer deaths per person. This is
despite the fact that the island’s demogra-
phy does not work in its favour. Over one-
fifth of Puerto Ricans are 65 or older, com-
pared with 16% of Americans overall.
Those with pre-existing conditions are al-
so at greater risk of severe covid infection,
and Puerto Rico is over-represented
among these diseases. It is also four times
poorer than the rest of America: 44% live
in poverty.

Why has Puerto Rico done so well? Un-
like much of America, the island enacted
strict rules early. The government brought
in a lockdown in March 2020, two days
afterits first confirmed covid case. Non-es-
sential businesses were ordered to close,
and a curfew was enforced from 9pm until
sam. Anyone who broke it faced a $5,000
fine or a six-month jail term. “Puerto Ri-
co..enact[ed] some very intense and very
stringent protocols when covid first came
out,” explains Brice Acosta, formerly of the
Federal Emergency Management Agency.
“I think that really helped them control
things in the beginning.” Variations of this
lockdown continued for over a year. When
all American states (except Hawaii) re-
opened over the summer, Puerto Rico did
not and kept many restrictions in place.

Detachment from the mainland also al-
lowed Puerto Rico to limit travel into the
territory. Cruise-ship passengers were pro-
hibited during the pandemic, and even ful-
ly vaccinated ones were not allowed to en-
ter Puerto Rico until August this year. In
March 2020 the Federal Aviation Adminis-
tration granted Puerto Rico permission to
require all commercial flights toland at the
international airport in San Juan for health
screening before heading to other destina-
tions. Today, all passengers landing in
Puerto Rico must show proof of vaccina-
tion or a recent negative covid-19 test.

Other American jurisdictions detached
from the mainland also benefited from the
distance. Alaska experienced relatively few
deaths per person compared with the rest
of America (109 per 100,000), as did the us
Virgin Islands (79) and Hawaii (68). All
three limited domestic and international
travel. Hawaii’'s rules were particularly
stringent: some tourists were arrested for
breaking quarantine rules, and domestic
travellers must still present a negative co-
vid test or vaccination card to avoid having
to quarantine for a stretch before paddling
out on the North Shore. But despite these
restrictions, each of these jurisdictions has
experienced covid surges over the past few
months that have overwhelmed hospitals
and caused patients to be turned away.
Puerto Rico did not.

Widespread vaccination is the likeliest
reason for this difference. Puerto Rico is
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the most vaccinated jurisdiction in Ameri-
ca. As of November16th, 74% of the island’s
population was fully vaccinated (America’s
average is 59%). Hawaii, Alaska and the
Virgin Islands have struggled to vaccinate
their populations, with 60%, 54%, and
47% of residents vaccinated respectively.
Victor Ramos, a doctor who is president of
Puerto Rico’s association of physicians and
surgeons, credits a strong childhood-im-
munisation system for the successful co-
vid-19 campaign. He is confident that Puer-
to Rico will also successfully vaccinate eli-
gible children over the coming months.
For America, it is a glimpse of what might
have been. B

Politics

Spending and
voting

WASHINGTON, DC
Will Democrats be rewarded for their
largesse? The precedents suggest not

MERICA'S PROGRESSIVES reckon they

would win more elections if only Con-
gress would pass their left-leaning eco-
nomic agenda. The presidential cam-
paigns of Bernie Sanders and Elizabeth
Warren in 2020 were animated by the idea
that raising taxes on the wealthiest Ameri-
cans to pay for much more spending would
turn out younger and less engaged voters.
A watered-down version of the same theo-
ry is being applied by some Democrats to
Joe Biden’s bipartisan infrastructure bill,
which allocates $550bn in new spending
over the next ten years for various public-
works projects and was signed into law
this week. The total price-tag of $itrn is
higher than the Democrats’ most recent in-
frastructure-focused stimulus package,
Barack Obama’s 2009 American Recovery k
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» and Reinvestment Act (ARRA). Will voters
be madly grateful?

Probably not. “Economic populism,” as
Democratic Party staffers and strategists
call the tactic, may be more white whale
than silver bullet. Our analysis of US House
election results in 2008 and 2012 reveals
that the party did not do any better in coun-
ties that saw higher per-person ARRA
funds than in those that saw less.

We looked at the change in the Demo-
crats’ share of votes cast in competitive
House races, weighing ARRA funding per
person in each county against the Demo-
crats’ share of the vote in that county in
2008, the percentage of white, non-col-
lege-educated voters living there, the num-
ber of people per square mile, the unem-
ployment rate in 2008 and a few other fac-
tors. After adjusting for these, ARRA fund-
ing had no effect on the party’s
performance. Our model found the Demo-
crats lost 7.7 percentage points of the vote
in the average county in the bottom 10% for
ARRA funding, versus 7.9 points for coun-
ties in the top 10%. That difference was not
statistically significant.

The findings are controversial. Past
studies about the effects of the ARRA have
found small positive effects for the Demo-
crats’ vote share—with an interesting
twist. The leading study was done by Kath-
erine Levine Einstein, a Boston University
political scientist, in conjunction with
Kris-Stella Trump, now a political science
professor at the University of Memphis,
and Vanessa Williamson, a researcher at
Brookings. The Economist’'s model was
nearly identical to theirs, but they found
that funding went with a higher Democrat-
ic vote-share if that county already had ve-
ry high levels of support for Democratic
House candidates. But in very Republican
places, they found the Recovery and Rein-
vestment Act funds actually hurt Demo-
crats by up to 5 percentage points.

The difference comes down to which
counties and which variables are included
in the analysis. Because of the way ARRA
funds were doled out, state capitals were
often used as receptacles for money that
would be distributed to counties later. This
created an artificially high reading of per-
person ARRA funds. Then, some of these
counties just so happened to move less to-
wards Republicans between 2008 and 2012,
perhaps because they were large cities that
tended to vote Democratic. This in turn
produced an inflated estimate of the pre-
cise amount by which stimulus funds
helped Democrats.

The academic model also did not adjust
for population density in counties; or the
share of white voters without degrees
(both of which were linked to Republican
gains during Barack Obama’s first term in
office); or the possibility that all counties
represented by Democratic legislators

would have seen more backlash because
Democrats held the White House. In our
model, counties that elected Democratic
House members in 2008 saw the party’s
vote-share drop by five points more than
those with Republican members. That ef-
fect was larger than for the ARRA—no mat-
ter what other variables we controlled for.

Progressive Democrats have for decades
believed that their popular policy propos-
als and economic redistribution would
win them more voters over time. But the
biggest infrastructure spending plan of the
past 50 years did not confer any such bene-
fits on them. Perhaps this time will be dif-
ferent. But it seems unlikely. m

Health care

Drug deals

Will the Democrats’ proposals on drug
pricing damage innovation?

OST DIABETICS need at least one shot
Mof insulin a day to regulate their
blood-sugar levels. Some need four, and in
America, drug companies charge about
$100 a vial—nearly seven times more than
in any other OECD country. Older Ameri-
cans, a third of whom live with diabetes,
could soon pay as little as $35 a month
thanks to a bill that the Democrats are try-
ing to fast-track through Congress, much
to the dismay of the pharmaceutical indus-
try, which argues that the cost caps will
damage innovation.

Prescription drugs in America cost two
and a half times more on average than in
other developed countries. At the moment
the federal government cannot negotiate
with pharma firms over the prices of the
drugs they sell, as other countries do. In
Britain, for example, the NHS negotiates
discounted prices with pharmaceutical
companies, and only after another public
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body has determined if a drug is beneficial
enough to justify the price. In America,
pharmaceutical companies are, in effect,
the price makers. If passed, this bill would
allow the government to have some say in
drug prices for the first time.

On behalf of Medicare patients (those
aged 65 or older and the disabled), the bill
could empower the health secretary to ne-
gotiate lower prices for ten of the costliest
drugs by 2025 and 20 by 2028. This in-
cludes treatments typically given in hospi-
tals, such as cancer drugs which can cost
payers $20,000 a dose, and also prescrip-
tion drugs taken at home. The plan would
also ensure that these patients don’t spend
more than $2,000 of their own money on
medicine each year, a desirable develop-
ment since an estimated 18m Americans
can’t afford the drugs that they need.

This is, unsurprisingly, not popular
with the pharmaceutical industry. Many
new drugs developed today rely on ven-
ture-capital investments in small biotech
firms to carry out risky research. Investors
areincentivised by the promise of substan-
tial returns, since America’s pharmaceuti-
cal behemoths eventually sell these drugs
at high prices. The plan before Congress al-
so curbs pharmaceuticals from increasing
some of their drug prices more than the
rate of inflation each year. This sounds
good for consumers, but phrRMA, the in-
dustry’s lobbying group, maintains that
this bill will up-end America’s “global lead-
ership in biomedical innovation”. Will it?

Although high prices can subsidise re-
search, the bill has been tweaked to reduce
the impact on new drugs. The Democrats’
previous proposal would have introduced
price negotiations and inflation caps for
250 drugs, for everyone. Had this been
made law, the non-partisan Congressional
Budget Office estimated that eight fewer
drugs would have been brought to market
over a decade (which is either a little or a
lot, depending on your medical progno-
sis). Butin the current plan, only ten of the
costliest drugs will be affected at first by
inflation caps. What is more, these caps
will apply only after the drugs have been
on the market for a while: nine years for
cheaper small-molecule drugs and 12 years
for the more complex biologics.

Pharmaceuticals and their investors of-
ten make their money back, and then
some, much faster than this. Take Gilead
Sciences, for example, which bought the
biotech Pharmasset—and their Hepatitis C
drug, Sovaldi—for $u.2bn in 20mu. Gilead
recouped almost all of that in 2014 alone.
In short, the bill strikes a balance that min-
imises innovation risks while still grant-
ing the government some much-needed
negotiating power. Even the representa-
tives most critical of drug-pricing reforms,
such as Senator Kyrsten Sinema, seem to
have come around. ®
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Lexington | Pete Buttigieg’s impossible job

The secretary of transportation is a star. But fixing the roads won’t make Joe Biden popular

1 Y a? W

HIS WEEK'S signing of a trillion-dollar bipartisan infrastruc-

ture bill brought a glimpse of the politics Joe Biden promised
to restore. Leaders from both parties gathered on the White Hous-
e’s south lawn to praise the bulging spending package for roads
and bridges. “I ran for president because the only way to move this
country forward, in my view, was through compromise and con-
sensus,” said Mr Biden. Conservative talking-heads were mean-
while rowing with his secretary of transportation over whether
the concrete structures earmarked for attention were racist.

Pete Buttigieg suggested last week that some were. “If a high-
way was built for the purpose of dividing a white and a black
neighbourhood, or if an underpass was constructed [too low to al-
low a] bus carrying mostly black and Puerto Rican kids to a beach-
...that obviously reflects racism.” Tucker Carlson—who claimed
the infrastructure bill was not about infrastructure butis a “weird
climate scheme/power grab/race-based redistribution plan”—
called Mr Buttigieg one of “the dumbest people in the world”.

The 39-year-old, who used the mayoralty of Indiana’s fourth-
biggest city to launch an improbable and impressive presidential
run, is cerebral. An alumnus of Harvard and Oxford, he was inter-
viewed on the trail in half a dozen languages (including Norwe-
gian, which he learned to read a favourite novelist in the original).
He is also right about infrastructural racism. Non-white commu-
nities were often bulldozed to make way for the national highway
system. Itis one of the reasons a typical white family is eight times
wealthier than a typical black one—a staggering disparity.

The disdain on the right reflected not only unconcern about ra-
cial injustice, but how much the Biden administration has riding
on the spending bill. Even if the Democrats pass a $1.85trn com-
panion bill, covering social and climate policy, the infrastructure
package will represent much of the legislative record Mr Biden
will take into the mid-terms. Mr Buttigieg’'s appointment to the
Department of Transportation, whose budget has just been in-
creased by over half, was made with that prospect in mind. A large
but unglamorous agency, known inside the beltway for geekish ef-
ficiency and outside it hardly at all, the department has never be-
fore been run by such a rising star. And the similarly geekish Indi-
anan’s task of selling the infrastructure splurge as a presidency-

defining triumph has become even more important as Mr Biden'’s
ratings have slumped. Rarely has the workaday business of fixing
bridges and potholes been invested with such desperate hopes.

Alas for the Democrats, even the sexiest lawmaking does not
predict mid-term success. Voters responded to the arrival of Medi-
care in 1965, the Reagan tax cuts of 1981 and Obamacare in 2010 by
punishing the president’s party. And they will feel the benefit of
better roads far more slowly than they enjoyed those measures.
Yet it should be acknowledged that generating wild enthusiasm
forhumdrum ideas and governing is Mr Buttigieg’s speciality.

Anew film about his campaign, “Mayor Pete”, highlights the in-
congruity between his ordinariness and the passions he stirred. It
shows his supporters joyously celebrating as he appeared—
dressed like a dapper science teacher, in crisp shirt and tie, no
jacket—and thronging to him. He won Iowa, came second in New
Hampshire and stirred more excitement than any other candidate
except Bernie Sanders. Some of the enthusiasm concerned the his-
toric nature of his candidacy, as an openly gay man. But it was also
testament to his ability to spin his thin résumé, as South Bend’s
chief rubbish-collector, and unremarkable centrism into a com-
pelling message of moral force and generational change.

Mr Biden, whose own campaign was less memorable, has his
best talker where he needs him most. Mr Buttigieg has already vis-
ited a dozen states to cheerlead for the impending spending. This
has sparked gossip about his future. Vice-president Kamala Har-
ris, whose presidential campaign was even less inspiring than Mr
Biden'’s, is looking like an increasingly outside bet to succeed him.
Some Democrats want to sideline her, whenever Mr Biden bows
out, for the more talented Mr Buttigieg. It is crushing for the
Democrats that such talk is afoot. (Less than a year into Mr Biden’s
first term, they seem less sure of the identity of their next presi-
dential nominee than the Republicans are.) It is also premature;
not least because Mr Buttigieg’s increased exposure carries risks.

One concerns the management of the impending splurge. He
understands that policy and messaging are only loosely related
(with characteristic precocity, he corresponded with the linguist
George Lakoff on the subject while still at Harvard). But few mes-
sages can survive a failed policy, and his department’s limited
control over its resources makes embarrassments inevitable when
so much money is sloshing around. Its main responsibilities are
to pass safety regulations and funnel cash—mostly under tight
congressional guidelines—to state and city governments. How
well they spend it will be largely out of Mr Buttigieg’s hands. At the
same time, a massive increase in the amount of discretionary
spending he will have at his disposal—it will amount to roughly
$42bn next year—will both consume him and make him appear
more responsible for the entire spending package than he is. Mr
Buttigieg used to argue that managing South Bend’s little budget
was ideal training for federal leadership. He'd better hope it was.

A bridge to nowhere

Another vulnerability is the administration’s determination to
justifyall it does in terms of racial justice—as Mr Buttigieg’s recent
remarks illustrated. However well-intended, they raised a ques-
tion of redress for racist planning that he has no answer to. The
bulldozed communities cannot be reassembled. He is not plan-
ning to favour poor minorities in his spending. Righting historic
wrongs does not seem to be part of his remit; so it would be better
if he did not raise expectations on the left and blood pressure on
the right by suggesting it is. He already has enough on his plate. B
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Candidates of the far left and far right are the leading contenders for the

country’s presidency

N OCTOBER 2019 more than a million
Chileans took to the streets to demand
greater equality and better public services.
Atleast 30 people died in protests that last-
ed for weeks. To restore calm, Chile’s lead-
ers increased social spending and agreed
to a process to rewrite the constitution
adopted under Augusto Pinochet, a dicta-
tor who ruled from 1973 to 1990. Members
of a constitutional convention elected in
May this year, many of them leftists and
political neophytes, have begun drafting a
charter that could transform the country.
Until recently it looked likely that Chile
would elect a new president who shares
the protesters’ goals. For months Gabriel
Boric, a 35-year old former student leader
allied with the Communist Party, was the
front-runner in a presidential election
whose first round takes place on Novem-
ber 21st. (Legislative and regional elections
are also scheduled for that day.) Now it
seems that the presidential race will be a
hard-fought contest between him and a
candidate of the far right, José Antonio
Kast, who has surged in the polls. A cham-
pion of “liberty, the rule of law and the

family”, Mr Kast would preserve Pinochet’s
low-tax economic model and restore his
social conservatism. “Boric represents the
demands that gave rise to the protests. But
Kast represents what happened two years
after, which is that people want peace, or-
der and security,” says Roberto Izikson, the
head of Cadem, a polling company.

The summoning of the constitutional
convention did not end the upheaval, as
Chileans had hoped. On October 18th prot-
esters marked the second anniversary of
the demonstrations with more violence.
Two people died and hundreds were ar-
rested. Last month the government also
declared a state of emergency in southern
Chile in response to arson attacks, mostly
against logging companies, by some Ma-
puches, an indigenous group seeking
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greater autonomy in its ancestral lands.
This allows the government to send in the
army. On November 9th it extended the
emergency after a video appeared on social
media that showed heavily armed, hooded
men threatening to boot the army out. To
many, a rise in immigration looks hardly
less menacing (see next story).

Having demanded a new constitution,
some Chileans have misgivings. They wor-
ry that it will enshrine obligations that the
state cannot afford, fuelling inflation,
which has recently risen sharply. The con-
stitution may declare Chile to be a “pluri-
national” state, giving indigenous groups
more influence. Trust in the convention
fell after the revelation that a far-left mem-
ber had lied about having cancer, which
was a central theme of his campaign. One
poll shows that its approval rating has
dropped by almost 15 percentage points
since July (though it remains more popular
than other political institutions).

Mr Boric would put the presidential
palace on the side of the protesters and
their allies in the constitutional conven-
tion. He would scrap the model for public
services introduced by the Pinochet re-
gime, which gives private providers a large
role. He would forgive all student debt,
abolish private pension funds and make
public transport free and green. Children
as young as 14 would be able to change
their gender on documents; schools would
be equipped with condom dispensers; “at
least” 1% of jobs in the public sector would

be reserved for trans people. Mr Boric k
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» would raise taxes by a massive eight per-
centage points of GDP in as few as six years.
There are more moderate candidates
among the seven running for the presiden-
cy, notably Sebastian Sichel on the centre-
rightand Yasna Provoste on the centre-left.
But they have so far failed to prosper.
Slammed for left-wing looniness, Mr Boric
himself has become more moderate. He no
longer favours an amnesty for illegal im-
migrants or a requirement that half the
members of corporate boards must be
workers. But his Communist allies will im-
pede his move to the centre. Although Mr
Boric criticised violence on the anniversa-
ry of the protests, some of his coalition
partners joined the rally.

This gives an opening to Mr Kast, whose
remedy for Chile’s woes mixes national-
ism, law and order and proposals to slash
taxes and regulation. A lawyer who broke
with an established party to found his own
Republican Party (echoing the name of Do-
nald Trump’s), he proposes to dig ditches
on Chile’s northern border to deter undoc-
umented migrants and establish an agency
modelled on the United States’ Immigra-
tion and Customs Enforcement. Mr Kast
denounces the protesters of 2019 as van-
dals. He wants to beef up the government’s
powers during states of emergency. This
month he provoked a furore by comparing
Pinochet favourably with Nicaragua'’s left-
wing strongman, Daniel Ortega. (He says
his comments were taken out of context.)

A devout Catholic and father of nine
children, Mr Kast opposes legalising same-
sex marriage and wants to ban abortion
(which is legal only in very few cases).

Most of all, he opposes the unsettling
changes that the protests threaten to bring
about. “We’re not going to transform any-
thing radically,” his manifesto declares. If
he wins, he may clash with the architects
of the new constitution.

There is much in Mr Kast’'s conserva-
tism to put voters off. Elderly and low-in-
come voters, who make up his base, like
his line on law and order but may be less
enthusiastic than heis torestrict the state’s
role in providing public services. But he
hasbeen deftin persuading hesitant voters
that he is not such a scary guy. He puts out
self-deprecating TikTok videos. In an in-
terview with a gay leftist YouTuber he jo-
vially rolled a condom onto a banana.

“These elections are the hardest to
predict since the return to democracy,”
says Carmen Le Foulon, the head of polling
at the Centre of Public Studies, a think-
tank. After trouncing his opponents in the
first two debates Mr Kast faltered in the
third, on November 15th. His rivals laid in-
to him for downplaying Pinochet’s crimes,
for opposing gay marriage and for sending
mixed signals on whether his government
would build coal-fired power plants. Mr
Kast’s charm deserted him.

That gives new hope to Mr Boric, and
perhaps to one of the more moderate can-
didates. A lot depends on young voters,
who were an important factor in the refer-
endum last year that endorsed the rewrit-
ing of the constitution. They are likely to
favour Mr Boric and Ms Provoste. If those
two go to the second round in December,
the protesters’ agenda will have survived
the backlash they provoked. m
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A rose, but no uprising

Yunior Garcia Aguilera, a leader of Cuba'’s pro-democracy movement, had hoped to
join a protest against the government on November 15th. It was planned as a follow-up
to demonstrations in July. This time security forces detained activists in advance and
blocked the street along which Mr Garcia had planned to walk holding a white rose,
the movement’s symbol. The protest was small. Mr Garcia later turned up in Spain.
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Migrants in Chile

Chilly reception

IQUIQUE
Venezuelans are having a tough time.
Haitians have it worse

OUR YEARS ago Ana Rodriguez, a chemi-
Fcal engineer, fled repression and eco-
nomic collapse in Venezuela, like millions
of her compatriots. At first she settled in
neighbouring Colombia. But when she be-
came pregnant she headed to Chile, South
America’s most successful economy. In
late August this year she and her husband
trekked across Bolivia, braved a freezing
Andean pass into the country, then hitch-
hiked across the Atacama desert.

Today they live, without papers, in a
tent in Iquique on Chile’s northern coast. It
is not what they hoped for. Ms Rodriguez
(not her real name) and her husband help
café-goers park their cars along the sea
wall in exchange for coins. “If you stand
still fora moment in Iquique, they humili-
ate you and call you a murderer, thief or
drug-dealer,” says Ms Rodriguez. In Sep-
tember locals marched through the town
centre and tossed migrants’ belongings,
including toys and nappies, into a fire.

In 2009, 200,000 immigrants lived in
Chile. Now nearly 1.5m of its 19m inhabit-
ants are migrants. The largest groups of re-
cent arrivals are Venezuelans and Peruvi-
ans. Nearly a half million Venezuelans
have arrived over the past five years. Hai-
tians, the third-biggest group, came after
an earthquake in 2010. This has caused a
backlash, which could affect the outcome
of Chile’s presidential election (see previ-
ous story). In a small survey of Chileans
conducted this year, 60% of respondents
said immigration was bad for the country.
In 2019 44% thought that.

The official response to Venezuelan mi-
grants has been “schizophrenic”, says Ta-
mara Taraciuk Broner of Human Rights
Watch, a pressure group. In 2019 Sebastian
Piflera, Chile’s president, travelled to Cu-
cuta, a Colombian town near the border
with Venezuela, to invite that country’s
citizens to seek refuge in Chile. He touted a
“democratic responsibility visa”, which al-
lows Venezuelans to work and gain access
to public services initially fora year, as well
as to apply for longer-term residency.
Around 90% of Venezuelan children in
Chile attend school, a much higher share
than in other Latin American countries
where their compatriots take refuge.

But requirements for democratic re-
sponsibility visas are strict. Venezuelans
must submit extensive paperwork, includ-
ing results of background checks. Chile has

issued about 60,000 of these. Four months kp
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p» after Mr Pifiera’s trip Chile’s government
tightened requirements for issuing tourist
visas to Venezuelans. Earlier it had applied
the same measure to keep out Haitians.
Now citizens of both countries must apply
for visas at the Chilean consulate in the
country from which they set off. Venezue-
lans must show that they can spend at least
$50 a day. With legal routes to entry nearly
closed, partly because of covid, illegal im-
migration is rising.

Chile has increased deportations of mi-
grants, often without reviewing their cas-
es. Chile’s Supreme Court says the expul-

sions deny migrants due process and the
United Nations has denounced them. Co-
lombia has been far more welcoming to
Venezuelans, giving temporary protected
status to nearly 2m.

The pandemic, visa restrictions and
racism have made it especially hard for
Haitians to find work and regularise their
status. Since 2019 more have left Chile than
have arrived. Some are heading overland to
the United States, straining border-securi-
ty forces throughout the region. In a survey
of Haitians crossing into Colombia, carried
out by the International Organisation for

The ambiguities of Peronism

Will electoral defeat favour moderation in Argentina?

N THE NIGHT of a mid-term legisla-

tive election on November 14th the
mood in the opposition’s campaign
headquarters was oddly flat. Across
Buenos Aires the governing Peronists
were euphoric. President Alberto Fernan-
dez called for a rally this week in the
Plaza de Mayo, scene of the movement’s
past triumphs, “to celebrate victory”. In
fact, the opposition won 42% of the
national vote against only 34% for the
Peronists. The celebration was because
they had expected worse. That was not
the only oddity: while defeat heralds two
difficult years for Mr Fernandez’s govern-
ment, it may also make it easier for him
to take some tough decisions, such as
coming to terms with the IMF.

Mr Fernandez, who calls himself a
social democrat, governs in a loveless
political marriage with his vice-presi-
dent, Cristina Fernandez de Kirchner (no
relation). She is a leftist populist who
offered him the top place on the Peronist
slate for the presidential election in 2019.
In some ways it was she who was the big
loser this time. The Peronists lost their
majority in the Senate for the first time
since democracy was restored in Argenti-
nain1983. Although they remain the
largest party, Ms Fernandez, who as
vice-president chairs the upper chamber,
can no longer dictate its agenda. Humili-
atingly, the Peronists came third in Santa
Cruz, her adopted home province in
Patagonia, long a family fief.

The election may mark the beginning
of the end of kirchnerismo, the politically
ductile but economically intransigent
grouping that Ms Fernandez, who was
president for eight years after succeeding
her husband in 2007, turned into the
dominant force within the Peronist
movement. She has thwarted Mr Fernan-
dez’s inclination to deal with the IMF, to

which Argentina owes $43bn. Her re-
sponse to Peronism’s crushing defeat in
primary elections in September—in Ar-
gentina these function as a dress rehears-
al, since all parties must hold them on the
same day—was to order more government
spending on subsidies and handouts.
“They copied the worst practices in
Argentine politics,” says Sergio Beren-
sztein, a political analyst. The government
funnelled money into the conurbano of
Buenos Aires province, the mainly poor
suburbs that are home to one in four
Argentines and are Ms Fernandez’s politi-
cal heartland. This went not just on hand-
outs but also on paving roads in muddy
settlements that still lack sewers and
piped water. One poll found that those
who received government aid were more
likely to have voted for the Peronists. The
result was that they gained 460,000 more
votes in the province than in September.
But that was still 2m fewer than in 2019,
and the opposition won, albeit narrowly.
This relationship with poorer voters
has been Peronist practice ever since Eva
Peron held court in the 1950s, handing out
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Migration, 43% of respondents said they
had come from Chile. Nearly 100,000 mi-
grants, mostly Haitians, have tried this
year to cross the dangerous Darien Gap be-
tween Colombia and Panama. Some who
made it to the United States in September
were promptly deported to Haiti.

As Venezuelans, Ms Rodriguez and her
family face less discrimination. But life in
Iquique has become intolerable. The fam-
ily plan to move to Santiago, Chile’s capi-
tal. “We have friends there who can help us
find jobs,” says Ms Rodriguez. Unless, that
is, the government deports them. |

public-sector jobs. The scope foritis
narrowing. Some 17m people (four out of
ten) depend on the state for their in-
come, through benefits, pensions or
public employment. The result is persis-
tent fiscal deficits. Since the IMF sus-
pended disbursements to Argentina in
2019 these are financed mainly by print-
ing money, stoking inflation.

Unless it negotiates a new loan, the
government must repay $21bn to the IMF
over the next 13 months. The Central
Bank’s reserves do not come close to that.
So the government faces a stark choice:
default, triggering yet another flight
from the peso, or make a deal. “It’s time
to resolve the problem,” Mr Fernandez
said in a pre-recorded announcement on
election night, adding that he would
send an economic programme to the new
Congress in early December, something
he had previously claimed was unneces-
sary. He said the government would seek
the opposition’s support.

The 1MF is likely to accept a less-than-
rigorous programme, but it will have to
include some reduction of the deficit.
That has hitherto been anathema to Ms
Fernandez. The proposed programme is
“a political decision that has the full
backing” of his whole coalition, the
president said pointedly. He can prob-
ably count on the support of Peronist
provincial governors and the main trade-
union confederation. But Ms Fernandez
still has “influence and veto power”,
according to Mr Berensztein.

In 2001a non-Peronist government
was toppled by rioting after it imposed
austerity and lost a mid-term election.
The Peronists still control the streets,
and can probably muddle through until
the next election in 2023. But they have
no project for the future. That is Argenti-
na’s biggest problem.
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Jihadism in Africa

Sahel in a handbasket

BAMAKO AND GAO

The fight against Muslim extremists is going badly in Mali

HEN UN PEACEKEEPERS roll out into

the sand and scrub beyond their bas-
es in Gao in northern Mali, locals loosen
veils and light cigarettes. When British
peacekeepers camped near one village,
people held a joyous wedding with danc-
ing and singing, both of which had waned
under the influence of the jihadists bat-
tling for control of the area. Outgunned by
the British detachment, the insurgents “try
to be where we are not”, says Major Gavin
Hudson, one of its officers.

In much of northern Mali the state and
its security forces are completely absent.
So when the blue helmets move on, safety
goes with them. Atdusk one evening in Au-
gustjihadists sweptinto the town of Outta-
gouna, about 17o0km (106 miles) from Gao.
They gunned down at least 54 young men.
Peacekeepers arrived the next morning
but, laments Major Hudson, they were too
late to be of much use.

The biggest Western fight against jiha-
dists is now in Mali, Niger and Burkina Fa-
so. France has about 5,000 soldiers fight-

ing in the region, backed by about 1,000
American troops. Hundreds of European
commandos help them and train the Mali-
an army. The UN has almost 15,000 peace-
keepers. Yet even with these forces arrayed
against them, the insurgents have spread
relentlessly across Mali and deep into
neighbouring Niger and Burkina Faso.
More than 2m people have been forced
from their homes and more than 10,000
killed in the past two years (see chart).

In short, the region’s governments and
their Western backers are slowly losing the
war. Many of the reasons can be seen in
Mali, where the insurgency first took root
under a corrupt government focused on
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the capital, Bamako, at the expense of the
rest of the country. Across much of Mali
there are no police, judges, teachers or nur-
ses. UN peacekeepers recently flew a re-
gional governor to a village in the north-
east to meet his people. For one 61-year-old
villager it was the first time in his life he
had ever seen anyone representing the
state. In 2018 fully 75% of civil servants (in-
cluding teachers and nurses) were in the
capital, on which the government sho-
wered 80% of its spending even though it
is home to roughly 13% of the population.
The authorities have, in effect, outsourced
the war to France and the UN, withdrawing
their forces from large parts of the country.
In areas where there is no state and crimi-
nality is rife, jihadists are able to win sup-
port by offering justice, even if it is brutal.

In Burkina Faso and Niger, too, jihadists
flourish in places where the state is absent
or where they have been able to force it out.
Since 2018 insurgents in the borderlands
between the three countries have assassi-
nated or abducted 300 officials, communi-
ty leaders and their family members.

Most analysts argue that the jihadists
will not be beaten by force alone, and that
improved governance and economic de-
velopment are essential to win the state le-
gitimacy. But where to start with a state
that has done so much to delegitimise it-
self? In 2020, after the government
claimed victory in a dodgy legislative elec-

tion, thousands of people took to therr
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p streets in protest. They were angry not just
about the election but also about corrup-
tion and deteriorating security. Many
cheered a coup led by Colonel Assimi Goita
in August of that year. Although he prom-
ised to hold elections within 18 months
and appointed a civilian as interim presi-
dent, he soon changed his mind and used a
second coup in May this year to install
himself in the top job.

Choguel Maiga, his civilian prime min-
ister, recently said that elections promised
for February could be delayed by “a few
months”. It will probably be much longer.
“Elections have given us what for 30 years?
Endemic corruption, lethargy and nepo-
tism,” says Oumarou Diarra, a former
imam who is now in the government. The
putschists claim they need more time to
“refound” the state after years of corrup-
tion and bad government. Many Malians
believe them. A poll of Bamako residents in
September found that 75% wanted the
elections postponed.

General Marc Conruyt, who recently
commanded French forces in the region,
argues that “the political upheaval and po-
litical difficulties in Bamako had a very, ve-
ry limited impact” on military operations.
But that may not last. To rally support for a
much longer transition, Mali’s interim
government has repeatedly blamed France
for the country’s woes. Mr Maiga recently
claimed, absurdly, that France is training
jihadists. Yet he also complained about
France closing some bases and about its
plans to withdraw almost half of its troops.

Complicating matters further are Mali’s
plans to hire Wagner Group, a Russian
mercenary outfit. “When you call a doctor
[because]...your fingers hurt but now your
whole arm is missing,” says Mr Diarra,
“you should change doctor.” Yet this is a
dangerous game, especially as Mr Goita
would probably prefer France to stay de-
spite his government’s taunts. Florence
Parly, the French defence minister, warns
that her country “will not be able to cohabit
with mercenaries” if Wagner deploys.
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Politics is tangled up with security—
and violence—in the provinces, too (see
map). Many jihadists are political figures
with a following. Iyad Ag Ghali, the leader
of Jama’at Nasr al-Islam wal Muslimin,
which islinked to al-Qaeda, was not always
ajihadist. He first came to prominence as a
Tuareg rebel leader. Many jihadists in
northern Mali remain linked to Tuareg
separatist groups. A peace agreement
signed in 2015, which could reduce some of
the anger that drives people towards vio-
lence, has not been fully implemented.

In central Mali, where violence is now
worse than in the north, jihadists have ex-
ploited rifts between communities and
posed as defenders of the Fulani ethnic
group. Militias such as Dan Na Ambassa-
gou (“Hunters who trust in God”) claim to
defend other ethnic groups. The result is
tit-for-tat massacres. A similar dynamic is
tearing at the social fabric in Burkina Faso
and Niger. Peace requires not just schools
and clinics but also ideas about how best to
share power in multi-ethnic communities.

Many Malians believe that talks with ji-
hadists could provide some ideas. France,
which has lost over 50 soldiers in the Sahel
since 2013, opposes that idea. Still, there
have been more than 40 local peace deals
in Mali and plenty in Burkina Faso, too.
Some are between clashing ethnic groups,
but others include the jihadists.

High-level political negotiations be-
tween the Malian government and senior
jihadist leaders would require a bigger
leap. The Malian government recently an-
nounced that such talks would begin and
then, days later, denied it. Many suspect
French pressure was behind the flip-flop,
but there are also tensions between Mr
Goita, who is thought to favour negotia-
tions, and Mr Maiga, who is more sceptical.

The trouble is that the Malian govern-
ment will not be entering into any negotia-
tions from a position of strength. “The sta-
bility of the Sahel”, intones Mr Diarra
gravely, “depends on the stability of Mali.”
He is quite right about that. But it is hardly
areason for optimism. |

Middle East & Africa

Uganda and Islamic State

Whodunnit?

KAMPALA
Is Islamic State behind a spate of
bombings in Uganda?

LUMES OF SMOKE rose above Kampala,

Uganda’s capital, after a bomb blew up
near the central police station on Novem-
ber 16th, followed minutes later by a blast
on a road that runs past the parliament.
Counter-terrorism police then shot dead a
man who they said was carrying a device
intended to set off a third explosion.

Police said that seven people, including
three suicide-bombers, died in the blasts,
which injured another 36 people. They
were quick to blame “radicalised groups”
linked to the Allied Democratic Forces
(ADF), a rebel outfit based in the neigh-
bouring Democratic Republic of Congo. Is-
lamic State (1s), which counts the ADF
among its affiliates, later said that it was
behind the attacks.

The bombings did not come out of the
blue. Last month a waitress was killed by a
blast in a Kampala bar, for which 1s also
claimed responsibility. Two days later a
man detonated abomb on a bus, killing on-
ly himself. More tenuously, the govern-
ment has blamed the ADF for a string of at-
tacks on public figures, including an assas-
sination attempt in June on a government
minister and former army commander.
Those shootings, carried out by men on
motorcycles, followed a different pattern
from the recent bombings. The evidence
linking them to the ADF seems shaky.

The ADF was born in the 1990s in a mar-
riage of convenience between Islamist re-
bels and ethnic separatists from the Rwen-
zori mountains straddling the border with
Congo. It mounted several bomb attacks in
Uganda before decamping to lawless east-
ern Congo, pursued by Uganda’s army. It
found a niche there among a patchwork of
rival militias, looting villages and smug-
gling timber. At one point it had shrunk to
just a few dozen fighters.

The ADF is plainly making a comeback.
Last year it killed at least 800 Congolese ci-
vilians and forced thousands to flee their
homes. In one attack this month it massa-
cred 38 people in the Congolese town of Be-
ni, slitting their throats or burning them
alive. It has been reinvigorated by a grow-
ing network of recruits across east Africa,
who share bomb-making skills and may be
inspired by wider Islamist influences. Last
year Musa Seka Baluku, leader of one ADF
faction, declared that his group was now
the “Central Africa Province of Islamic
State”. In March the American government
designated it a foreign terrorist organisa- k¢
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» tion and an 1s affiliate.

Itis not yet certain whether the ADF has
operational links to 1S. A report by UN ex-
pertsin June found no conclusive evidence
that 1s had command over it, or provided
“financial, human or material” support.
But jihadist propaganda that links the two
groups has raised the ADF’s profile and lets
1s boast of an ever-wider global reach.

Uganda’s president, Yoweri Museveni,
also has an interest in playing up the
threat. He has long positioned himself as
an ally in the global war on terror, securing
financial and military support from West-
ern governments which has helped him
prolong his authoritarian rule.

“The ADF originally grew out of a feeling
of marginalisation among the Muslim
community of Uganda,” says Kristof Titeca
of the University of Antwerp, noting that
the government has sometimes made that
problem worse. A notorious anti-terrorism
police unit has a record of abducting and
torturing Muslims, some of whom have
died in custody. After this week’s bomb-
ings Mr Museveni boasted of the recent ex-
trajudicial killings of seven men who he
says were linked to the ADF. Tellingly, he
signed off with the nickname his suppor-
ters gave him in the civil war that brought
him to power: Ssabalwanyi, meaning
“Greatest of fighters”. ®

Israel

Spies against crime

JERUSALEM
Police are trying to quell a spike in the
murder rate among Arab-Israelis

UGUST UTH WAS a red-letter day for the

Israeli police. A new division, headed
by Israel’s first Muslim deputy commis-
sioner, was inaugurated with the mission
“to thwart crime in Arab-Israeli communi-
ties and to restore security to the streets”.
In the Middle East, where no ceremony is
complete without guns, weapons seized in
raids on Arab neighbourhoods were put on
display. Naftali Bennett, Israel’s prime
minister, promised enough funding to tri-
ple the number of Arab officers in the force
in the next few years.

In the months since, however, violence
has soared. At least 109 Arab-Israelis have
been murdered this year, mostly by gangs.
To emphasise their control of the streets,
criminals shot at the new commander’s
home in Kafr Kanna in Galilee.

Israeli and foreign attention is often fo-
cused on the violent clashes between Is-
raelis and Palestinians in the West Bank
and Gaza. Overlooked is a growing crime
wave afflicting Israeli-Arabs. In 2020 a re-
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The big guns of the criminal underw-orld

cord 96 Israeli-Arabs were killed in crimi-
nal incidents. That figure has already been
surpassed this year, with 98 deaths in its
first nine months. Israeli-Arabs are 21% of
Israel’s population but three-quarters of
the country’s murder victims. Police think
that 80% of the country’s gun-related
crimes between 2015 and 2019 took place in
Arab neighbourhoods, where tens of thou-
sands of illegal weapons are stashed away.
On November 9th, 65 Arab-Israelis were ar-
rested and dozens of weapons seized in
what the police described as the biggest ev-
er operation of its kind in Israel.

This year the police have solved 71% of
murder cases where the victim was Jewish.
But this success rate tumbles to just 22%
when the victims are Arab (almost all non-
political murders are Jew-on-Jew or Arab-
on-Arab). One of the main problems is, in-
deed, a lack of policing. Despite promises
by previous governments to devote more
resources to such work in Arab neighbour-
hoods, only 13% of police officers are Arab,
and a third of police stations planned for
Arab towns have never been built.

The shortfall is not just in numbers, but
in operational targets as well. Over the pre-
vious two decades, police waged a success-
ful campaign against the main Jewish or-
ganised crime groups, leaving space for
Arab syndicates to take over their rackets.

Neglected by the police, some Arab lo-
cal authorities have taken to hiring their
own security firms. But some of these have
brokered side deals with the crime families
and are now trying to block the police from
making arrests.

The question of how best to deal with
the crime wave goes to the heart of the
Arab-Israeli predicament. As Israeli citi-
zens, most Arabs want to be treated equally
with Jews. But many also see themselves
primarily as Palestinian and feel that co-
operating with or working for the Israeli
police would betray this identity.
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Efforts to curtail Arab criminals present
their own dilemmas. In the hope of achiev-
ing swift results, the government also
plans to enlist Israel’s internal security
agency, the secretive Shin Bet, to make use
of its electronic snooping kit and intelli-
gence-gathering skills. These have been
honed during decades of trying to catch
Palestinian bomb-makers.

Not everyone is happy to see the spy
agency turn its eyes to gang crime. Many
Arab-Israelis see Shin Bet as an agency of
political oppression and fear that its offi-
cers see Arab-Israelis as potential fifth-col-
umnists. Shin Bet also makes itself unpop-
ular by shielding Arab criminals who dou-
ble up as informants.

Mansour Abbas, the leader of Ra’am, a
conservative-Islamist party that is part of
the governing coalition, approves of the
government using “all the tools it has, all
the agencies it has” to fight crime. By join-
ing the government, Ra'am has secured
$16bn in funding for Arab areas, part of
which will go to policing. His rival Ayman
Odeh, leader of the Joint List, an Arab oppo-
sition alliance, retorted angrily, “After de-
cades in which the government and police
treated us as the backyard, the last thing we
need is more of the same: police for Jews
and Shin Bet for Arabs.”

“The problem goes far beyond a lack of
police officers,” says Thabet Abu Rass of
the Abraham Initiatives, a pro-tolerance
charity. A lack of building permits in Arab
areas provokes family feuds over the tiny
parcels of land that can be built on. A lack
of bank lending leaves many Arab citizens
reliant on loan sharks. Widespread job-
lessness makes it easy for gangs to recruit
lookouts and gunmen. Mr Abu Rass blames
“Arab leaders who know who the crime
bosses are and won'’t call them out, and the
Jewish leaders who won’t address the core
problems of equality”. Just adding more
cops, he says, “won’t change that”. ®
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Tunisia

Bad smells
everywhere

AGAREB
Corruption over rubbish collection is
undermining the government

T WAS DIFFICULT to tell the smells apart.

For months the town of Agareb, near Tu-
nisia’s coast, had reeked of rubbish be-
cause of an overflowing landfill. In Sep-
tember the authorities closed the site,
which residents were calling a danger to
public health. But this month, after trash
had piled up in the streets, it was reopened.
Protesters cried foul and on November1oth
clashed with security forces. Along with
the stench of tear-gas and garbage, a new
smell filled the air: burning tyres.

One person was killed and a police sta-
tion was ransacked. It was the worst vio-
lence in Tunisia since President Kais Saied
suspended parliament and grabbed power
inJuly. Critics called his actions a coup. But
many in Agareb applauded him. The town
of 40,000 has long been neglected. Its poor
residents have grown disillusioned with
the country’s decade-old democracy. They
say they voted overwhelmingly for Mr
Saied in 2019, hoping he would clean up
corruption. If he had to act like an authori-
tarian to do it, so be it.

That was how most of them felt in July.
Now they have changed their minds. The
people of Agareb are calling Mr Saied a dic-
tator. For it was he who overruled the local
authorities and reopened the landfill, in
part to provide relief for nearby Sfax. Tuni-
sia’s second city and industrial power-
house had been suffering under even big-
ger mountains of uncollected garbage.

Residents of Agareb say the landfill,
opened in 2008, was meant to be in use for
only five years. A judge ordered it closed in
2019, to no avail. Now it is not only over-
flowing, but full of dangerous industrial
and medical waste, including amputated
body parts and fetuses, say activists. They
claim the dump has spread disease includ-
ing respiratory ailments and cancer.

Tunisia collects around 2.5m tonnes of
waste every year. Little of it is recycled.
Much of itends up in one of 13 official land-
fills without being properly treated. A lot of
itjust piles up in the streets. Even in Tunis,
the capital, less than two-thirds of the
waste is collected, says the World Bank. In
Sfax province the local government re-
fused to collect rubbish after the Agareb
landfill was closed.

Collecting trash can be profitable. But
the big contracts offered to waste-manage-
ment companies have been controversial.
Elyes Fakhfakh resigned last year as prime
minister after he was accused of conceal-

Middle East & Africa

Pitch darkness

DUBAI
Even the World Cup qualifiers offer scant respite from Lebanon's crises

T SHOULD HAVE been a moment for
Inational excitement. Lebanon has
never reached the final stages of the
World Cup before, but its national squad
has made it to the third round of qualifi-
ers for next year’s tournament in Qatar.
Last month they netted a crucial win
against Syria. Going into two matches
this month, against Iran and the United
Arab Emirates (UAE), the Cedars seemed
to have a fighting chance of making the
play-offs. Instead of revelry, though, the
contests offered a reminder of how much
has gone wrong in a country mired in
political and economic crises.

Start with the timing. The fixtures
could not be at prime time in the eve-
ning, because enough electricity could
not be guaranteed to keep the stadium
lit. Then FIFA, football’s global governing
body, barred fans from the stands, citing
security. Some would have struggled to
make the trip anyway, since petrol prices
have risen tenfold in the past two years.

Then there was the venue. The na-
tional stadium in Beirut was damaged in
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Rivalries, on and off the pitch

ing a conflict of interest in awarding such
deals (he denies wrongdoing). His oppo-
nents also have links to businessmen with
fingers in the waste-management pie.

Last summer an Italian company sent
nearly 300 containers of “plastic trash” to
Tunisia. A Tunisian firm had agreed to re-
cycle it for a fee. But the trash was mostly
household waste, of the sort now piling up
on Tunisian streets. The deal violated in-
ternational treaties, as well as Tunisian

a huge explosion at the city’s port last
year. Instead the qualifiers were played
in Sidon, 4okm (25 miles) south, atan
arena sometimes called Martyr Rafik
Hariri Stadium. So Lebanon played Iran
(and lost) on a pitch named for a prime
minister whose murder is widely blamed
on Hizbullah, a militia backed by Iran.

Football is often politics by other
means, but Lebanon’s matches took that
maxim to an extreme. Some Lebanese
accused Hizbullah supporters of cheer-
ing for the other side. Others posted
photos of Iran’s team lugging bulky
suitcases through Beirut’s airport, mus-
ing that the bags might be stuffed with
military gear rather than football kit.

Five days later, the stands were empty
again for Lebanon’s 1-o0 loss to the UAE.
Last month Saudi Arabia recalled its
ambassador from Beirut after Lebanon’s
information minister criticised the
Saudi-led war in Yemen. The UAE, loyal
to the Saudis, told its citizens not to
travel to Lebanon.

Lebanon’s collapsing economy has
prompted many citizens to leave. Ath-
letes are no exception. With salaries fast
becoming worthless, several star foot-
ballers have decamped for Jordan.

Even watching their favourite teams
is now a challenge for Lebanese fans,
many of whom like to follow Europe’s
Champions League on Tv. This summer,
though, far fewer could afford a $75
subscription package, twice the monthly
minimum wage. Others found them-
selves sitting in darkness at kick-off.

Few expect things to improve soon.
The cabinet, formed in September after a
year of deadlock, has not met in over a
month owing to political disputes. Elec-
tions scheduled for spring portend more
paralysis. As for the Cedars, they trail the
UAE in the race for a spot in the play-offs.
At least their next qualifier, in January,
will be played against a far less conten-
tious rival: South Korea.

law. Twenty-six people, including a former
environment minister, were arrested.

The waste-management scandal typi-
fies Tunisia’s corruption and mismanage-
ment, with the burden falling mostly on
the poor. It was hoped that Mr Saied’s gov-
ernment would do better. But cleaning up
Tunisia is proving to be as hard as ever. Ma-
ny of the country’s landfills are in poorer
areas like Agareb. Any of such places could
be the next to erupt. ®
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France

Aux larmes, citoyens!

PARIS

The country is doing quite well, but doesn’t see it

UNE IN TO any French prime-time talk
Tshow this autumn and discussion rages
over the country’s wretched decline.
France is losing its factories and jobs,
squeezing incomes and small businesses,
destroying its landscapes and language,
neglecting its borders and squandering its
global stature. Its people are fractious and
divided, if not on the verge of a civil war, as
a public letter from retired army officers
suggested earlier this year. At the second
presidential primary debate for the centre-
right Republicans party, on November
14th, the five candidates competed with
each other to chronicle French disaster.
Listen to the hard right and it is “the death
of France as we know it”.

The anxiety is widespread. In a recent
poll 75% agreed that France is “in decline”.
When asked to sum up their mood in an-
other survey, the French favoured three
words: uncertainty, worry and fatigue.

Like others, the French have some good
reasons for apprehension. Lockdowns
have been wearing. Rising gas and petrol
prices, supply-chain delays, a new wave of
covid-19 cases and restrictions: all are gen-
uine causes of uncertainty. Moreover, the

French hold a presidential election in April
and the campaign is already divisive. The
line-up is likely to feature not just one but
two strong candidates from the hard right:
Marine Le Pen of the National Rally (for-
merly the National Front), and Eric Zem-
mour, areactionary former Tv pundit. A so-
bering 47% of the French told a poll they
will vote in the first round for a candidate
from one or other political extreme. Some
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60% say they have no confidence in Presi-
dent Emmanuel Macron.

Yet there is a paradox at the heart of
France’s current malaise: the country is do-
ing fairly well, and in some respects better
than its neighbours. Covid cases are rising
again in France, but nothing like as fast as
in Germany. In July Mr Macron introduced
covid passes; France now has a greater
share of fully vaccinated people than Ger-
many or Britain. Like most of Europe, the
French economy is enjoying a bounce after
adeep drop in GDP last year and is expected
to expand by 6% this year. Third-quarter
growth, of 3% on the previous one, was
particularly strong, and higher than in Ger-
many, Italy and Spain. French GDP is now
back at its pre-pandemic level (see chart).

France’s unemployment rate, at 7.6%,
has fallen below its pre-pandemic level.
This is not primarily thanks to government
wage-support schemes, generous though
they were at the height of the pandemic. In
September the number of workers on such
schemes dropped to 520,000, down from
8.4m in April 2020. “We are seeing net em-
ployment creation in France in sectors like
manufacturing that we haven't seen for a
while,” says Ludovic Subran, chief econo-
mist at Allianz, an insurer. Firms report
difficulties recruiting; salaries are expect-
ed to rise. Under the government’s “Made
in France” strategy, new factories—making
batteries in northern France and insula-
tion panels in the south-west—are in the
works. The cAc 40 stockmarket index is at
arecord high.

Sowhy are the French so convinced that
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» things are falling apart? There is no single
explanation. In a country that boasts four
anti-capitalist presidential candidates,
one reason could be a lingering French
suspicion of the financial gains that eco-
nomic recovery brings. The government
has spent heavily to keep jobs and busi-
nesses going during the pandemic, in or-
der to avoid lay-offs and bankruptcies, and
to protect incomes. Living standards rose
in 2020 and will do so again in 2021. But
this policy is now also helping those with
investments in such firms. The saved jobs
are taken for granted whereas the rewarded
shareholders are regarded in some quar-
ters as undeserving beneficiaries. Mr Mac-
ron still struggles to shrug off his label of
président des riches.

It could also be that the structure of
government builds in disappointment. A
strong central state, which the French dig-
nify with a capital letter (Etat), headed by a
powerful presidency, encourages exces-
sive expectations of both. The conflict and
compromise that characterises the reality
of government is a source of particular dis-
satisfaction, as is the complexity of the glo-
balised world. The difficulties that France
has experienced securing microchips for
its car-components industry, say, or halt-
ing migrant flows, are sometimes seen as
not merely the result of global supply-
chain jams or international-migration
pressures, but a form of emasculation and
wounded national pride.

A further answer may be that, as Clau-
dia Senik, an economist at the Paris School
of Economics, puts it: “The French have an
ambivalent relationship to happiness.” A
poll this week suggested that 78% feel hap-
py about their own lives, but 60% are con-
vinced that their country is going down-
hill. Being idealists, the French find that
the real world always disappoints. Taught
from a young age to adopt un esprit critique,
they delight in disapproval. Last year, as
covid first spread, a poll suggested that on-
ly 39% of the French thought that their gov-
ernment was managing the crisis well,
compared with 74% in Germany and 69%
in Britain. Bleak is chic.

Perhaps most important, ahead of any
French presidential election the stirring of
indignation and the promise of salvation is
a practised political art. Francois Mitter-
rand campaigned as “the tranquil force” in
his successful bid for the presidency in
1981, hinting at the chaos he would calm.
Jacques Chirac promised in 1995 to mend
the “social fracture” that he claimed threat-
ened French unity. Mr Macron was unusu-
al by campaigning in 2017 in tones of opti-
mism. As covid cases rise, supply chains
clog up and punitive winter heating bills
arrive in the letterbox, there is still plenty
that could go wrong. But even if it doesn’t,
it will suit his opponents of all stripes to
lay the doom on thick. m

Poland and Belarus

Borderline case

WARSAW
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The EU wants to help Poland with migrants but punish it for judicial abuses

HE MIGRANTS had nowhere to go. Be-

hind them stood Belarus’s brutal secu-
rity officers, before them rows of Polish
soldiers. Mostly Iraqi Kurds, they had been
lured to Minsk, Belarus’s capital, with
promises of passage to Germany, then
dumped in the forests, told to breach the
border fence and beaten if they did not. On
November 16th the Belarusians moved
hundreds of them to a border crossing.
Alexander Lukashenko, Belarus’s dictator,

hoped that by provoking violence he could
embarrass Poland and divide the Eu, which
imposed sanctions after he stole an elec-
tion. When migrants threw stones, the
Poles sprayed them with water cannon.

Mr Lukashenko’s use of helpless mi-
grants as propaganda tools is a problem for
the EU, but mostly not in the way he hopes.
Rather, his border crisis complicates the
European Commission’s conflict with Po-

land over the rule of law. Since coming to

Caucasian degeneration

TBILISI
A former president, near death in jail, defies the current one

IGHTEEN YEARS ago this month, the
E 35-year-old Mikheil Saakashvili, an
American-educated Georgian politician,
led the first “colour revolution” in the
countries of the former Soviet Union.
When he subsequently became president
he turned around the corrupt and failing
republic, although he was also much
criticised for hogging and abusing pow-
er. Now he is in prison fighting for his
life after seven weeks on hunger-strike.

Mr Saakashvili stepped down in 2013
after his party lost an election, surren-
dering power to Bidzina Ivanishvili, a
reclusive billionaire who founded and
still controls the ruling Georgian Dream

There for Misha

party. Mr Ivanishvili chased him out of
the country and stripped him of his
citizenship. Hated by the Kremlin, which
fought a short war with Georgia in 2008,
Mr Saakashvili spent the next eight years
in Ukraine, where he became prominent.

Last month he returned to Georgia,
only to be promptly arrested. In a video
released by the government, he was
shown being dragged, half naked, into a
prison hospital. Mr Saakashvili has been
denied the right to attend his own trial. A
member of the European Parliament
hoping to see him was turned away at the
border.

Mass protests over Mr Saakashvili’s
treatment are growing by the day. Ten
members of parliament are also on hun-
ger strike and his doctor says the former
president could suffer a heart attack at
any moment. His supporters say he has
been denied access to proper medical
care, increasing the risk to his life. If he
dies, Mr Saakashvili will become a mar-
tyr. If he lives, it will be a rare example of
successful resistance to Mr Ivanishvili.

This is the latest of many signs that
Georgia is moving backwards. This year
alone the government has arrested the
head of the opposition, hacked the
phones of human-rights activists and
foreign ambassadors, and turned down
an EU loan after backtracking on an
agreement promising judicial and elec-
toral reform. It has handled the covid-19
crisis badly. But its treatment of an ad-
mired, if flawed, former president could
be its worst blunder yet.
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» office in 2015, Poland’s ruling Law and Jus-
tice (pis) party has passed laws that give the
government power over the courts. The
European Court of Justice (Ecj) has ruled
that these laws violate EU rules about judi-
cial independence and must be rolled
back. After years of dithering, the commis-
sion has begun to enforce those judg-
ments. Now it must balance supporting
Poland on border security with keeping up
the pressure on judicial matters.

Poland’s takeover of its judiciary is
modelled on that of Hungary, Europe’s pio-
neer of illiberal democracy. pis changed
the rules governing its National Judicial
Council, which picks judges, so that its
members are named by parliament and the
minister of justice, with no input from
judges themselves. The EcJ has ruled that
since the council is no longer indepen-
dent, judges appointed under the new
rules are not judges under EU law.

Many of them are poorly qualified pis
loyalists. pis has packed the constitutional
court and set up a disciplinary chamber of
the supreme court that can punish judges
for rulings it dislikes. The Ecj ordered Po-
land to disband the disciplinary chamber.
The government says it will, but has yet to
present a plan to that end.

This rule-of-law conflict threatens the
very structure of the EU. In October, trying
to wriggle out of the EcJ’s judgments, Po-
land’s constitutional court ruled that the
articles of the union’s founding treaty deal-
ing with judicial independence violate the
Polish constitution. That challenged the
principle that European law supersedes
national law, without which the union
would have little power. “We would be like
the UN,” says an EU official.

The commission has some new tools of
persuasion. Until it scraps the disciplinary
chamber, Poland is accruing fines of €1m
($1.1m) a day. pis is counting on €36bn from
the EU’s new covid-19 recovery fund to
bankroll its ambitious infrastructure and
social-welfare plans. But that fund has a
clause that blocks the money until the
commission certifies that recipient coun-
tries comply with the rule of law. The com-
mission could attach a list of specific con-
ditions to Poland’s grants.

On November 15th [ustitia, an organisa-
tion of independent Polish judges, put out
a proposal to restore the rule of law, includ-
ing implementing all the Ecy rulings and
giving judges back their voice on the Na-
tional Council of the Judiciary. Some EU
countries will press for such conditions,
notably the Netherlands, which insisted
on the rule-of-law clause. But Germany is
more reluctant. Meanwhile Zbigniew Zio-
bro, Poland’s unrepentant justice minister,
is trying to use the disbanding of the disci-
plinary chamber as an excuse for more
changes, including a review of the creden-
tials of every judge in the country. State-

run television portrays the conflict as “an
offensive of the Ecj against Poland”.

The migrant crisis is just as thorny. The
EU and America have persuaded nearly all
the airlines and transit countries that Mr
Lukashenko used to bring in migrants to
stop co-operating. The Eu approved new
sanctions this week on Belarusian individ-
uals and firms, and could block trade en-
tirely to deter Mr Lukashenko. That could
limit the problem to the estimated 12,000-
15,000 migrants already in Belarus—a frac-
tion of the number who enter Italy across
the Mediterranean each year.

EU and international law obliges coun-
tries to let people in to request asylum, so
Poland’s pushbacks are illegal; some mi-
grants have already died of exposure. The
Poles have refused help from Frontex, the
EU’s border agency, which can evaluate
asylum claims fast. Marcin Przydacz, a
deputy foreign minister, notes that few mi-
grants apply for asylum in Poland; they
want to get to Germany. Western officials
hope to press Belarus to let UN agencies
and NGos offer humanitarian aid to the mi-
grants there. Letting them cross might en-
courage more to come and reward the pro-
paganda strategy of Mr Lukashenko and
his sponsor, Vladimir Putin.

The commission may now postpone ac-
tion on the rule of law in Poland until the
border calms down. Failing to show sol-
idarity could turn Poles against the EU and
weaken their prime minister, Mateusz Mo-
rawiecki, a relative moderate and rival of
Mr Ziobro. But a complete rollback of the
government’s control over the judiciary is
likely only if pis loses the next election in
2023, says Stanislaw Biernat, a former
judge on the constitutional court.

As for the migrants, they are losing
hope that anyone will help them. As one
putit, “The Poles will never have mercy on
us, nor will the Belarusians have mercy on
us. We are stuck between them.” ®

Europe

Nuclear weapons in Germany

Atomic jitters

BERLIN
Allies fear that Germany’s incoming
government may go soft on nukes

ERMANY'S COALITION talks have done

little to dispel its reputation for politi-
cal dullness. After winning a majority in
September’s election, the Social Democrats
(spD), Free Democrats and Greens aim to
wrap up negotiations next week on their
“traffic-light” coalition (named after the
parties’ colours) before taking office in ear-
ly December. Bar the odd wobble the talks
seem to have been largely straightforward.
But Germany’s closest allies have been
watching one issue with mounting alarm.

The “P3”—America, Britain and France,
the three nuclear-armed NATO allies that
hold permanent seats on the UN Security
Council—have two related concerns. First,
that Germany may go soft on its involve-
ment in NATO’s “nuclear sharing” arrange-
ments, under which America stations up
to 20 atomic bombs at Biichel Air Base in
western Germany, while Germany main-
tains a fleet of dual-capable aircraft (DCAS),
from which they can be launched. Second,
that the incoming government may flirt
with the Treaty on the Prohibition of Nuc-
lear Weapons (TPNW), an international dis-
armament effort.

The first issue is familiar. Nuclear shar-
ing, also practised by Italy, Belgium, the
Netherlands and Turkey, gives countries
without their own nuclear weapons an im-
portant stake in NATO’S nuclear planning.
But Germans have long been uneasy about
the presence of American nukes on their
soil; in the early 1980s over 1m marched
against the deployment of Pershing II mis-
siles. Successive governments have vowed
to seek the removal of nuclear bombs, only
to yield to pressure from allies.

Yet several new elements are at play, in-
cluding the fissures in the international
arms-control regime, Russia’s growing un-
predictability and the ascent to govern-
ment of the Greens, who retain a strong
pacifist streak. The most urgent issue is a
pending decision on replacing Germany'’s
decrepit Tornado DCAS. These planes’ life-
span can be spun out to 2030 at the latest.
To ensure operational continuity beyond
that date, decisions for a replacement must
be made by 2023, says Christian Molling at
the German Council on Foreign Relations.

The TPNW is a newer concern. Driven by
non-nuclear countries and pressure
groups, and in force since January, the trea-
ty obliges ratifying countries (56 so far) to
renounce the development, production

and ownership of nuclear weapons. Sup-
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» porters say this turns the screws on nuc-
lear powers who have done little to meet
their disarmament obligations under the
Non-Proliferation Treaty (NPT) of 1970. Op-
ponents say it weakens the NPT, under-
mines NATO’s deterrent and helps adver-
saries like Russia and China who face no
pressure from civil society to sign up.

The p3, individually and together, have
lobbied Germany’s government and the in-
coming coalition on both issues. Joe Bi-
den’s and Emmanuel Macron’s joint call
last month for allies to “continue close
consultations on nuclear and arms-con-
trol matters” appeared to be aimed square-
ly at Germany. Olaf Scholz, the spD’s taci-
turn chancellor-presumptive, has also
been pressed but has given little away. “We
have no idea what he thinks,” says one anx-
ious pP3 diplomat. His party’s left is strong-
ly, and vocally, opposed to nuclear sharing.

Few expect the traffic-light coalition ei-

ther to end nuclear sharing unilaterally or
to join the TPNW outright. More likely is a
pledge to stay in nuclear sharing without a
clear proposal on how to implement it, de-
spite the Tornado issue. A nervous govern-
ment, says Claudia Major at the German In-
stitute for International and Security Af-
fairs, may simply drop out of the arrange-
ment by kicking the can for as long as
possible until the road runs out.

The TPNW is the allies’ bigger worry. De-
spite diplomats’ entreaties, Mr Scholz’s
government is expected to say it will at-
tend the treaty’s first meeting in Vienna in
March, albeit not as a signatory. (Norway,
another NATO member, will do the same.)
Even that, reckon the p3, will damage NA-
TO’s cohesion. Yet it may be the best that
can be expected from a country destined to
veer endlessly between America’s nuclear
protection and the deep atomic queasiness
of its voters. W

Cyprus

Permanent partition?

VAROSHA

Hopes fade for a solution to Europe’s longest frozen conflict

POSTOLIS, A RETIRED Greek-Cypriot

dentist aged 78, tours his former clinic
in Varosha, now a derelict shell of a build-
ing, for the first time in nearly half a centu-
ry. His friend Despo wipes away tears in
front of her grandfather’s old shop, where
she would park her bike after school. Va-
rosha was once home to some 39,000
Greek-Cypriots and swarms of tourists.
Elizabeth Taylor and Richard Burton
strolled on its beaches. Four young
Swedes, later known as ABBA, gave one of
their first concerts here. Now it is a ghost
town, overgrown by bushes and trees. Op-
posite Apostolis’s clinic, painted over the
facade of what was once a Greek high
school, are a pair of flags, one Turkish, the
other belonging to the Turkish Republic of
North Cyprus (TRNC), set up after the is-
land was split by a Turkish invasion in 1974
into Greek and Turkish portions.

Fenced off since the invasion, when its
Greek-Cypriot residents fled the advancing
Turkish troops, Varosha was partially re-
opened earlier this year. Turkey’'s presi-
dent, Recep Tayyip Erdogan, ordered the
army to hand the town over to the TRNC.
This has allowed visits by Greek-Cypriots
living in the southern part of the island, in
the Republic of Cyprus, which the outside
world considers the legitimate govern-
ment of the whole place. Butitalso bolsters
the TRNC, which no country but Turkey re-
cognises, and paves the way for the devel-

opment of property still claimed by dis-
placed Greeks. That, in turn, further com-
plicates the Herculean task of reuniting
the island. That was the point: Mr Erdogan
and Ersin Tatar, the Turkish-Cypriot lead-
er, have insisted for the past year thata un-
ited Cyprus is no longer possible. In New
York in September Mr Tatar and Nicos Ana-
stasiades, president of the Republic of Cy-
prus, seemed to agree that they had noth-
ing to discuss.

Northern Cyprus, home to 450,000
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The winner takes it all
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people, has never stood on its own feet.
Turkey stations tens of thousands of sol-
diers in the enclave, props up its economy,
and is the main conduit for its foreign
trade. Though Turkey has always meddled
in the north’s affairs, it has never done so
as much as now. “Ankara treats us like one
of its districts,” says Ozdil Nami, a former
TRNC foreign minister. A new low came
last year, when officials and goons dis-
patched by Turkey endorsed Mr Tatar, an
Erdogan loyalist, ahead of presidential
elections and threatened his opponents,
including Mustafa Akinci, the incumbent.
Mr Tatar won the vote by a sliver. “Those
people”, he says at his residence, referring
to the politicians and journalists who ac-
cused Turkey of interfering in the elec-
tions, “are traitors.”

Echoing Mr Erdogan, Mr Tatar says he
has no faith in a proposed federal model,
which would bring north and south under
one roof, and that the only way forward is
to keep the island divided. Yet analysts and
diplomats say a two-state solution is a
pipedream. Not even Turkey'’s closest allies
would want to jeopardise relations with
the EU, of which Cyprus is a member, by re-
cognising the north.

The risk is that a botched campaign for
sovereignty would put Northern Cyprus on
a slippery slope to full annexation by Tur-
key. That is not an outcome Turkish-Cypri-
ots want. The vast majority of them wel-
comed the Turkish invasion in 1974, which
foiled an attempt by a Greek junta to unite
the island with Greece. They feel close to
Turkey. But they also have a separate iden-
tity. Many are alarmed by Turkey’s authori-
tarian turn. Settlers from Turkey, who be-
gan arriving after the invasion and are now
about a third of the north’s population, are
alot keener on Mr Erdogan.

Greek-Cypriots are also alarmed. “If we
don’t find a solution, we'll end up having a
border with Turkey, which for us is a worst-
case scenario,"” says a senior Cypriot offi-
cial. But they also have themselves to
blame for the stalemate. It was Mr Anasta-
siades and his team who reportedly got
cold feet during the most recent reunifica-
tion talks, in 2017. And it was Greek-Cypriot
voters who rejected a settlement in a refer-
endum back in 2004, on the eve of the
country’s accession to the EU.

There is room for hope. A big offshore
energy find could breathe new life into the
talks, though it could also trigger a stand-
off between Turkey, Cyprus, Greece and the
EU. Turkey’s push for a two-state solution
could be a ploy intended to rattle the
Greek-Cypriots. But facts on the ground
will be hard to undo. “We might have
reached a point where it’s no longer possi-
ble to put the island back together again,”
says Fiona Mullen of Sapienta Economics,
a consultancy in Nicosia, the capital. “Va-
rosha may be the final nail in the coffin.” B
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Charlemagne | Marx brothers

Europe 51

Local politics, force of habit and canny strategy help Europe’s communists cling on
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PERK OF being locked up by a fascist dictator is that it leaves
Ayou with a lot of time on your hands. Altiero Spinelli, an Ital-
ian communist, spent the bulk of his youth imprisoned by Benito
Mussolini. During one stint of internment in 1941, Spinelli used
his spare time to come up with the Ventotene Manifesto, named
after the island off Naples to which he was banished. Pieced to-
gether on cigarette papers, it provided a socialist blueprint for a
federal Europe, earning the communist thinker a legacy as one of
the more obscure founding fathers of the EU.

Aside from the European Parliament building in Brussels,
which bears Spinelli’'s name, communists left little mark on the
club. Across western Europe, moderate Christian and Social
Democrats ran the show. The Eurocommunists, who looked to
Brussels rather than Moscow, were briefly in vogue in the 1970s
and 1980s. Wily socialists, such as Franc¢ois Mitterrand, soon put
them out of business. In Italy, where communists once won 34%
of the vote, the party fell apartafter communism collapsed in east-
ern Europe. And countries that had lived under communism were
desperate to join the EU, in part so the ideology could not return.

The spectre of communism no longer haunts Europe. But it
does occasionally jump from behind the curtain and shout “boo”.
Sometimes the surprise comes from the least likely spots. Austria
is probably the most bourgeois country in Europe: rich, cosy and
more than a little smug about it. Yet its second city, Graz, is now
run by the Austrian Communist Party, which came first in local
elections with 29% of the vote. Wags soon renamed it Leningraz.

It was a revolution decades in the making. A low threshold for
winning seats on the city’s council meant that communists could
scrape a few even in dry years, and busy themselves with running
the city’s housing policy. Popular measures helped, such as com-
munist councillors donating two-thirds of their salaries to the
needy. “What we are doing now would have been ordinary social
democrat policy in the 1970s,” says Max Zirngast, a councillor who
spent three months in a Turkish jail for criticising Recep Tayyip
Erdogan’s autocratic regime before entering the world of Austrian
municipal politics. A world without capitalism is still the aim. But
a city with more social housing will do for now.

Tradition rather than grassroots fervour keeps the red flag fly-

ing in Cyprus. The island’s communist party, AKEL, is one of the
country’s two main parties. It prospers thanks to an almost Angli-
can attitude to communism: just as one does not have to believe in
God to go to church every Sunday, so Cypriots can vote for commu-
nists without wishing to seize the means of production. Card-car-
rying communists in shiny Mercedeses are a common sight. Force
of habit rather than belief explains the party’s persistence, argues
James Ker-Lindsay of the London School of Economics. As one of
the biggest parties, AKEL is helped by being able to dish out the pa-
tronage that still dominates Cypriot politics.

In Europe, parties can be tiny but still influential. Christian
Democrats found themselves supporting decidedly unChristian
ideals due to panic about those to their right. Crackdowns on asy-
lum-seekers and cuts to welfare budgets were triggered by parties
that mustered barely a tenth of the vote. The same logic works for
the far left. In an age of fragmentation, any party that can win even
5% of the vote becomes relevant. Take Portugal. Antonio Costa, the
Socialist but still centre-left prime minister, relied on both the
Portuguese Communist Party and the Left Bloc to remain in office.

Parties do not always use this power well. The communists vot-
ed against Mr Costa’s budget, leaving elections likely early next
year. It was an odd decision. The budget was stuffed with lefty
spending pledges, such as increased pensions and free child care.
Now the leftist parties face losses in an election, the polls suggest.
Such cock-ups are common. In the Czech Republic, the Commu-
nist Party of Bohemia and Moravia opted to support Andrej Babis,
a billionaire, as prime minister. Three years later, the party was
kicked out of parliament for the first time since 1948.

Itislittle surprise that the most successful far-left parties of re-
cent years have eschewed outright communism. Some of Syriza’s
leaders spent time in the Greek communist youth movement, but
the party which ran Greece from 2015-19 bristled at mention of the
c-word. (Hardcore lefties repay the favour by seeing Syriza and its
eventual compromise with the EU as an example of what not to do
in power.) Podemos, a far-left Spanish party, is part of the govern-
ing coalition, but its brand of anti-austerity populism comes from
a different tradition to Europe’s remaining reds.

That country of single blessedness
Yet some traditional Marxist parties are savvy. The Workers’ Party
of Belgium (pTB), which began life as a home for Marxists who
found Belgium’s Communist Party a bit soft, is now a mainstream
party. Pressure from the pTB led to Belgium gumming up a free-
trade deal between the EU and Canada, which sent diplomats on a
crash course on the rules of Belgian federalism. Popular cam-
paigns to slash taxes on energy put left-wing rivals in government
in an awkward spot. In the Flemish parliament, it mischievously
complained that a pay cut for mps had not actually gone through,
two years after its approval. If polls are borne out, the far-left party
is set to become the third-largest in the national parliament.
Wallonia, the French-speaking region of Belgium, provides the
base of the PTB’s support. The region was the centre of continental
Europe’s Industrial Revolution; now it is the apogee of deindus-
trialisation. Disaffected voters in depressed regions have been
fodder for the radical right across Europe. Canny politics from the
far left in Belgium has flipped that trend, dragging voters to the
other side. In 1869 Karl Marx called Belgium the “the snug, well-
hedged, little paradise of the landlord, the capitalist, and the
priest”. In 2021 Belgium offers the EU’s best hope for the ideology
that bears his name. ®
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Emergency care

The dead of winter

Hospitals are in a dire state—and temperatures are only just starting to drop

OW MUCH is the local Amazon ware-

house paying? Raina Summerson used
to ask that question a couple of times a
year. Now her firm checks most weeks,
such is the competition for workers. In
parts of the country she has raised pay at
Agincare, the care provider she runs, to £1
($15) an hour from around £9.50 before co-
vid-19 struck. Even so carers are scarce:
“We are turning away work every day in ev-
ery one of our locations.”

That is bad for business—and for the
health service, the source of much of that
work. With hospitals unable to free beds
because of a lack of carers, patients ready
for discharge are piling up, crowding out
new admissions. In October, across Eng-
land, nearly 120,000 people spent more
than four hours waiting to be admitted.
Even in the worst winters, waits have never
been so long (see chart on next page).

Outside the wards are ambulances try-
ing to discharge patients and unable to
pick up fresh ones. The average wait for a
“category two” incident (concerning a seri-

ous condition such as a stroke, chest pain
or burn) is 54 minutes, up from an average
of 25last year and missing a target of18. Re-
search shows longer waits are associated
with more deaths. The West Midlands am-
bulance service has warned delays are put-
ting patients at risk of “catastrophic” harm.

Pressure is ratcheting up almost every-
where, says Chris Hopson of NHS Provid-
ers, which represents hospitals. After near-
ly two years in which people have tried to
stay away from health-care facilities, pa-
tient demand is now higher than it was be-
fore the pandemic. More primary-care ap-
pointments are by phone, which tends to
mean more referrals. Patients presenting
for acute care, meanwhile, are sicker, sug-
gesting that the wait for treatment has tak-
en a toll on their health.

Fewer than 9,000 people are in hospital

Correction: Last week, in a chart accompanying a
piece on nuclear power, we said Britain produced
235 gigatonnes of carbon dioxide per kilowatt-hour
of electricity generated. That should have been 235
grams. We apologise for the rather large error.
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with covid, down from more than 34,000
in January. But that is still a lot, and infec-
tion controls further reduce the number of
beds available. “We’ve stopped using areas
that were unsuitable even before the pan-
demic,” says an emergency doctor. Accord-
ing to Mr Hopson, the combination of co-
vid, anti-infection measures and the diffi-
culty of discharging patients has cut the
number of beds available by a third.

What particularly worries hospital
bosses is how early in the year this crunch
has come. The normal pattern is for pro-
blems to mount until January, and some-
times longer. Having declined for three
weeks, covid cases are now ticking back
up, meaning those with the disease will
continue to take up space. And anti-covid
measures are making recruitment more
difficult. Ms Summerson lost 20 of her
1,100 care-home workers because of a na-
tional vaccine mandate which came into
effect on November uth.

Winter is tough in health-care systems
everywhere. That the taxpayer-funded NHS
falls into a “crisis” every year—and is suf-
fering so early in this one—reflects how lit-
tle slack it has. It runs on relatively low
numbers of doctors and nurses. In Europe,
only Sweden has fewer beds per person
than Britain does. Other rich countries
with small numbers of beds also tend to
have more “step-down” care, so people do
not linger in hospital.

Policymakers have long sought to divert r
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» patients away from accident-and-emer-
gency departments. The latest attempt is a
health and care bill making its way through
Parliament, which the government prom-
ises will move “services out of hospitals
and into the community”. Yet two decades
of attempts to do just that have so far had
little success, notes Nigel Edwards of the
Nuffield Trust, a think-tank. That is both
because preventive health care is inherent-
ly difficult and because of hospitals’ domi-
nance within the NHs.

Even if this attempt succeeds, it will
take time to bear fruit. Spending on health
care is set to rise by 4% a year for the next
three years, which will ease pressures, but
not immediately. The decision on Novem-
ber 15th to offer covid boosters to over-40s
will help, but will not make a big dent in
patient numbers. It is already too late to
meet many of the goals in the NHS’s emer-
gency-care “recovery” plan, published in
September (“patients should not be left
waiting in ambulances for handover to
emergency departments,” for instance).

A spoonful of sugar

Sajid Javid, the health secretary, is estab-
lishing a “delivery unit” under the guid-
ance of Sir Michael Barber, who set up the
original one for Tony Blair in the 2000s and
another for Boris Johnson that works on a
wide range of policies. The new unit will
include 30-odd people from the health de-
partment, NHS and outside government,
and will scrutinise health-care data in an

=
Uncharted territory
England, years beginning April

Emergency-care admissions taking
more than four hours, '000
120

2011-20 100

2021

80
60
40
20

mspital-bed occupancy due to covid-19,°000
40

30

2020
20

10
2021

[ P R [ I (e P
AM]J] J] ASOND | FM
Source: NHS England

attempt to cut surgical waiting lists. This
focus on waiting times for operations
could, however, fall victim to deterio-
rations in emergency care, which will suck
up hospital beds and attention.

All this is a problem for a government
that has done a great deal to tie its fortunes
to those of the health service. Before the
general election in 2019, Mr Johnson
toured hospitals vowing more nurses,

Britain

equipment and cash (as he also did before
the Brexit referendum). Having now raised
taxes in order to increase spending on the
health service, even more rides on its per-
formance improving. Until it does minis-
ters must hope, as one Conservative politi-
cian puts it, that “people are quite used to
NHS war stories”. Yet the coming months
may bring enough casualties to shock even
hardened observers. |

Just not cricket

A parliamentary committee hears allegations of systematic anti-Asian abuse

N MARCH A government report con-
I cluded that institutional racism was
not a significant issue in Britain. But
evidence heard by a parliamentary com-
mittee on November 16th suggested that
such complacency was misplaced.
Azeem Rafiq, an English cricketer of
Pakistani origin who played on and off
for a decade for Yorkshire, a leading
county side, had alleged in interviews
and an employment-discrimination
claim that racial taunts and bullying had
driven him close to suicide. An investiga-
tion for Yorkshire conceded that he had
been a “victim of racial harassment” but
nothing more systematic. It imposed
sanctions on no one. Mr Rafig’s evidence
to parliamentarians broadened this
long-running county row into some-
thing that may implicate senior sports
administrators and the national team.
Mr Rafiq, a practising Muslim, said
that at his local club when he was a teen-
ager, he had been pinned down by a
teammate and had wine poured into his
mouth. He claimed that after he joined
Yorkshire Michael Vaughan, a former
England captain, said of the county’s
Asian players that there were “too many
of you lot”. (Mr Vaughan denies this.) A
former teammate and England batsman,
he said, had called all Asian players Steve
and black players Kevin because their
names were too hard to pronounce.
When Mr Rafiq’s wife gave birth to a
stillborn son, he told the committee, the
club’s head coach suggested that he was
making too big a deal of it. Other allega-
tions included that some of his team-
mates had referred to players of Asian
descent as “elephant washers” and fre-
quently used the derisive moniker “Paki”.
That word, the club report decided, had
been “in the spirit of friendly banter”.
Mr Rafiq thinks such behaviour is
common across cricket and part of the
reason that few Britons of South Asian
origin play the sport at high levels. They
account for around 30% of recreational

and club players, but just 4% of the pro-
fessionals who turn out for county sides.
Others point out that the sport brings
together posh white boys from private
schools and working-class South Asians,
providing occasion for displays of arro-
gance, and clashes over heavy drinking
and wild nights out. “Sledging”—taunt-
ing intended to distract a batsman—is
common and sometimes crosses into
abuse. It may contribute to a culture in
which offensive remarks are normalised.
Yorkshire seems to have been shaken
out of its complacency: its new chairman
has apologised to Mr Rafiq and said the
charge of institutional racism would be
addressed “head-on”. The bigger ques-
tion is whether this is an isolated ex-
ample of crass, outdated attitudes com-
ing up against modern sensibilities or
something more widespread. An in-
dependent commission on racism in
cricket set up in March has received
more than 1,000 calls since a request for
evidence on November 9th. The “flood-
gates” would now open, Mr Rafiq pre-
dicted. This reckoning is likely to have
consequences both on and off the field.

Down but not out
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The country’s establishment has split into two, each convinced that the other is in charge

ORISJOHNSON is under siege from all directions. Stories of “To-
Bry sleaze” multiply. Constituencies in the north of England are
furious about plans to scale back high-speed rail. Yet the prime
minister nevertheless found time on November 15th to don white
tie and tails and address the annual Lord Mayor’s banquet at the
Guildhall in London. Packed with people far more powerful than
mere politicians, it had all the hallmarks of an establishment af-
fair. The proceedings were incomprehensible to outsiders; dull-
ness and high theatre intermingled. Mr Johnson started by name-
checking dignitaries: aldermen, sheriffs and the chief commoner
(whose title was once rendered in Chinese as “head peasant”) and
progressed to quantum computing and AstraZeneca vaccines.

Henry Fairlie, who coined the term “establishment” in 1955, ar-
gued that “the exercise of power in Britain...cannot be understood
unless it is recognised that it is exercised socially”. Surveying the
stately procession of sea-bass and grass-fed beef on Monday night
(Monday night!) he would have been certain that nothing had
changed. Yet the self-satisfied surface concealed a split. For Brit-
ain’s establishment is now not unitary, but divided—a pair of rival
power centres, hostile and mutually uncomprehending.

One, centred on the Conservative Party, includes such vestiges
of the old establishment as the armed forces and great public
schools. It extends to public-relations firms, government contrac-
tors and right-wing newspapers. The City, once happy with New
Labour, was pushed towards the Conservatives by Labour’s former
far-leftleader, Jeremy Corbyn. This establishment’s heartlands are
the provinces, where small-business owners complain about their
taxes and swap stories of political correctness gone mad.

The other power centre is progressive-liberal. It is less focused
on a political party (though it loved New Labour) than on cultural
institutions: the civil service, universities, publishing houses, the
BBC, the Observer and Guardian newspapers, the arts bureaucracy
and, increasingly, the legal profession. It is so metropolitan that
the division between the two echoes the split between the Court
and Country factions of the 17th and 18th centuries.

The Tory establishment believes in the primacy of the nation
state; the liberal establishment in cosmopolitanism. This divide
was both reflected in and reinforced by the struggle over Brexit.

The Tory establishment believes in the primacy of the queen-in-
parliament (much of Mr Johnson'’s legislative agenda is motivated
by a desire to undo New Labour’s constitutional fiddling); the lib-
eral establishment in dividing power between lots of institutions.
The Tory establishment sees British history as a treasure-house of
achievements (David Cameron, Mr Johnson’s predecessor-but-
one, said that Henrietta Marshall’s “Our Island Story”, published in
1905, was his favourite book as a child, and he often referred to it
when calling for reforms of the history syllabus.) The liberal estab-
lishment believes that the “arc of history bends towards justice”,
with justice defined as diversity, equity and inclusion.

The Tory establishment’s most irritating tendency is to justify
its actions as the will of the people—as if the leading light of Tory
philosophy was Jean-Jacques Rousseau rather than Edmund
Burke. The liberal establishment, meanwhile, thinks it knows
what is good for people. The Tories see the man in the pub as a
fount of wisdom; liberals increasingly think he is a bigot.

Having two establishments is not all bad. Whichever is out of
power can act as a counterweight to the government, helping to
make up for Britain’s lack of constitutional checks and balances.
Arguably, Britain is now politically healthier than during the early
days of New Labour, when both government and cultural institu-
tions sang from the same hymn-sheet.

But there are many disadvantages, among them institutional-
ised irresponsibility. For both elites refuse to acknowledge that
that is what they are, seeing themselves rather as heroic rebels. Mr
Johnson (educated at Eton and Balliol) thinks of himself as leader
of an army of revolutionaries against what he calls “the blob”—
that is, civil servants and anyone else who seeks to frustrate his
will. Panjandrums of the liberal elite, such as heads of Oxford col-
leges, an astonishing number of them cast-offs from the civil ser-
vice and BBC rather than distinguished scholars, regard them-
selves as freedom-fighters against a dictatorial government.

Another disadvantage is the triumph of extremism. You can’t
get into the Tory establishment without endorsing Brexit, or the
liberal establishment without lauding diversity. Thus the Tories
have lost moderates such as Rory Stewart, a former diplomat and
candidate for the party leadership. The liberals have exiled hetero-
dox thinkers such as Kathleen Stock, a philosopher who questions
liberal pieties about trans identities, and who recently left Sussex
University after harassment by students and colleagues.

Power without responsibility

Yet another drawback is a weird combination of blame-shifting
and tail-pulling. The government is adept at pinning crises on civ-
il servants—hence the unusually high number of permanent sec-
retaries to resign since the election of 2019. The liberal establish-
ment attributes everything bad to Tory cuts. The Tory establish-
ment delights in foisting hard-core Brexiteers on the liberal estab-
lishment—hence the attempt to install Paul Dacre, former editor
of the Daily Mail, as chair of Ofcom, the broadcasting regulator.
The liberal establishment is never happier than when casting the
other side as woman-hating racists, even though the Conservative
Party has produced two female prime ministers and Labour none,
and the cabinet is filled with members of ethnic minorities.

The great virtue of Fairlie’s old establishment was that, for all
its pompousness, it brought an adult seriousness to British life. Its
twin successors, by contrast, are addicted to juvenile squabbling.
That would be bad at the best of times. When the country faces
such severe problems, it may prove catastrophic. B
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After COP26

Out of reach?

GLASGOW

The UN climate summit left a big hole in the world’s plans to curb climate change

S COP26 FINALLY came to a close on No-

vember 13th, more than 24 hours be-
hind schedule, the mood inside the drab
temporary buildings erected to house it on
the banks of the River Clyde was a mix of
celebration and frustration. The painful re-
ality suffusing the conference was that the
world is failing to limit global warming to
1.5°C above pre-industrial levels, despite
promising to do so in the Paris agreement
of 2015. Yet the summit put a series of new
procedures in place that keep alive the pos-
sibility of reaching that goal, if countries
suddenly find it within themselves to em-
brace drastic measures.

In an admission that the goals set in
Paris were not being met, the summit
sought to speed up the fight against cli-
mate change in a number of ways. There
was an unexpected, and eventually unani-
mous, call for a faster phasing down
(though not out) of the “unabated” (ie, pol-
luting) use of coal and for the scrapping
of subsidies for fossil fuels. In a departure
from previous cops, a number of countries
joined assorted “coalitions of the willing”
to do their part to eliminate coal power, re-
duce methane emissions, make financial
services greener, protect forests and more.

Perhaps most important of all, govern-

ments agreed to beef up their national
plans for reducing emissions over the
coming decade before meeting for next
November’s cop27 in the Egyptian resort of
Sharm el-Sheikh. That means translating
the promises made in Glasgow into poli-
cies and seeking new ways to hasten the
transition away from fossil fuels by 2030.

One way to look at the 1.5°C challenge is
in temperature terms. The global average
in 2020 was 1.1-1.3°C warmer than pre-in-
dustrial levels, and that figure is rising by
0.1-0.3°C each decade. The pledges made at
the time of the Paris agreement in 2015 led
climate modellers to project a “best guess”
of 2.7°C of warming by 2100. The more am-
bitious ones made in Glasgow reduced that
by perhaps 0.3°C.

Another way of measuring the task
ahead is in billions of tonnes of avoided
greenhouse-gas emissions. Prior to Glas-
gow, there was a gap of 23bn-27bn tonnes
between the emissions reductions needed
by 2030 to avoid more than 1.5°C of eventu-
al warming and the emissions foreseen be-
tween now and 2030 in countries’ climate
pledges, known as nationally determined
contributions or NDCs. The new NDCs for
2030 presented in the run-up to the sum-
mit narrowed the gap by a mere 4bn
tonnes, according to Climate Action Track-
er (CAT), a coalition of climate modellers.
Pledges at the summit on methane, coal,
electric vehicles and forestry shaved off
roughly 2bn tonnes more. So, on top of
current commitments, further cuts of ap-
proximately 17bn-20bn tonnes of green-
house gases must be made before 2030 to
meet the 1.5°C goal (see chart on next page).

The past year has seen many countries
promise to achieve net-zero emissions by
mid-century. The next must focus on cur-
tailing emissions in the coming decade.
The 17bn-20bn tonnes of greenhouse gases
that need to be cut by 2030 correspond to a
45% drop from 2010 levels. Even then,
there would be only a 50% chance of limit-
ing global warming to 1.5°C, says the Inter-
governmental Panel on Climate Change, a
UN-convened conclave of climate scien-
tists. Yet current NDCs will result in a rise
in emissions, not a drop, by 2030.

The yawning gap between ambition
and reality, and the dwindling time to close
it, are what drove attention in Glasgow to
the Paris agreement’s “ratchet”: a clause
stating that every five years parties to the
agreement must lay out their plans for re-
ducing emissions by the end of the subse-
quent decade. Glasgow in effect added an
extra crank of the ratchet by requesting
fresh pledges for 2030 be made by Novem-
ber next year, before decarbonisation
plans for 2035 are presented in 2025.

Even these extra pledges are unlikely to
be sufficient to limit global warming to
1.5°C. But the widespread view in Glasgow p
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» was that, even though the necessary cuts
would be almost impossible or cripplingly
expensive to meet, the 1.5°C goal should
not be abandoned because each step to-
wards it is beneficial. Every tenth of a de-
gree of warming has consequences for hu-
man wellbeing and carries large financial
costs. Extreme weather brought about by
global warming has proliferated over the
past decade. Counterfactual climate mod-
elling has shown it contributing to all
manner of calamities from fires to floods
and deadly heatwaves.

Show me the money

Another focus in Glasgow was the need for
more lending to help poor countries shift
out of fossil energy, to build societies that
are better adapted to the impacts of climate
change, and to recover from the damage
caused by extreme-weather events. Poor
countries resent that they were promised
$100bn annually by 2020 to deal with the
first two needs, yet only $8obn a year has
materialised. Eventual costs are likely to be
in the trillions. Yet the only material con-
cession that was made related to funding
for adaptation, which was supposed to
have made up half of the $100bn but so far
has only amounted to some $2o0bn. Rich
countries pledged in Glasgow to at least
double the amount given by 2025.

The talks were marked by a perceptible
change in the rhetoric around such finan-
cial assistance. In the 2010s, poor countries
framed the $100bn figure partly as a show
of solidarity from rich countries and partly
as a charitable grant. The West had grown
wealthy by burning fossil fuels, the argu-
ment ran, and so should help clean up the
mess. In addition to this moral claim to as-
sistance, another justification came to the
fore in Glasgow. It frames the cash as an es-
sential tool for energy transition, rather
than as a form of aid. Without it, poor
countries said they could not decarbonise,
thus jeopardising the Paris goals—so more
cash will need to be found.

One model for doing this will be closely
watched over the coming year. America,
Britain, the EU, France and Germany have
agreed to raise a pot of $8.5bn from a mix of
public and private sources for South Africa.
In exchange it has agreed to decarbonise its
electricity supply, currently derived al-
most entirely from coal, while protecting
the livelihoods of the 120,000 people who
work in the industry. If the results between
now and cop27 are promising, it could be-
come a model for other countries.

A host of other measures, taken togeth-
er, could begin to narrow the emissions

Correction In our leader on the subject of assisted
dying last week we stated that there is a cooling-off
period of ten days for patients who choose an
assisted death in Canada. There is, in fact, an
assessment period of 9o days for those whose death
is not “reasonably foreseeable”. Sorry.

gap. More countries could sign up to the
“sectoral pledges”, as the coalitions of the
willing are known in climate jargon, or to
adopt their own goals if, like China, they
are reluctant to join the multilateral deals.
As part of its renewed climate collabora-
tion with America announced in Glasgow,
China said it would draw up a national
strategy for curbing methane emissions.
That is important, since it spews out more
of the stuff than any other country, and did
notsign up to the sectoral pledge. John Ker-
ry, America’s cCOp26 envoy, suggested the
Chinese plan on methane would be un-
veiled before cop27.

CAT estimates that if all countries were
to sign on to all four sectoral pledges on
methane, coal, cars and forests, the
17bn-20bn tonnes in emissions cuts need-
ed to reach 1.5°C could be narrowed by a
further 6bn-g9bn tonnes. That is large but
hypothetical since the forest pledge, espe-
cially, is questionable, given the failure of
previous efforts to curb deforestation and
the fact that Indonesia, one of the worst
culprits, has already withdrawn support.

Voluntary carbon markets could also
contribute to emissions reductions, but
only if their standards are improved. Al-
though the volumes traded are not yet in
the billions of tonnes, demand has grown
and is receiving a boost from the increas-
ing number of private companies with cli-
mate targets. Theoretically, these markets
could help steer private funds towards the
most effective carbon-reducing projects
and accelerate decarbonisation. But the
markets are poorly regulated and stan-
dards are variable.

Other avenues to narrow the emissions
gap to1.5°Cinclude financial incentives for
emerging economies to cut emissions with
a mix of public and private funds, the
threat of carbon border-adjustment mech-
anisms that will tax CO,-heavy imports,
and more transparency and accountability
in the private sector. Currently, there are
hundreds of different standards for cor-
porate disclosure of environmental, social
and governance (ESG) data. Firms can
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A long way to go
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therefore cherry-pick flattering numbers
and investors struggle to compare differ-
ent companies.

Regulators can also play a part in cor-
porate transparency. Antonio Guterres, the
secretary-general of the UN, intends to set
up a body to examine net-zero pledges
made by companies and to develop stan-
dards. Rishi Sunak, Britain’s chancellor,
said that the country will “strengthen re-
quirements’ from 2023—but not yet make
it mandatory—for all British financial in-
stitutions and all companies listed on Brit-
ish stockmarkets to publish plans explain-
ing how they will decarbonise operations,
lending and investment. However, all
these regulatory measures will take years
to have much effect.

The next 12 months will be marked by a
constant drumbeat to keep up the pressure
on climate change. In April the 15th UN bio-
diversity summit will release new goals for
protecting ecosystems. Some of these will
seek to fight climate change as well by in-
creasing the volumes of CO, that are
soaked up by vegetation and the oceans. In
June the Swedish government will host a
UN conference to mark the soth anniversa-
ry of the first Earth summit. Throughout
the year, a UN-sanctioned global stock-tak-
ing of progress towards the Paris agree-
ment goals will get under way. Its conclu-
sions are due in 2023.

And the Intergovernmental Panel on
Climate Change will publish not one but
three reports, the first of which will almost
certainly conclude that the impacts of cli-
mate change are already at the high end of
what previous reports had anticipated, and
that future effects, even if warming could
be limited to 1.5°C, are likely to be worse
than previously thought in rich and poor
countries alike.

That will also be a focus of the new cop
presidency. The handover began in Glas-
gow, where Egyptian leaders hinted that
adaptation and resilience would be high
on the agenda for copr27. Sharm el-Sheikh,
too, is likely to see frustration do battle
with celebration. ®
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Business in China

The Party capitalists

HONG KONG

China’s communist authorities are tightening their grip on the private sector,

placing its growth model at risk

T MIGHT just be confused for one of the
world’s savviest tech investors. China In-
ternet Investment Fund’s (CIIF) portfoliois
the envy of venture capitalists everywhere.
It owns part of a subsidiary of ByteDance,
the Beijing-based parent of social-media
group TikTok, and Weibo, a Twitter-like
platform. It has a stake in SenseTime, one
of China’s most advanced artificial-intelli-
gence (A1) groups, and Kuaishou, a popular
short-video service. The firm’s investment
list reads like a who’s who of the industry.
More stunning are the terms of these
investments. CIIF’s 1% stake in a ByteDance
subsidiary gives it the power to appoint
one of three board members in a unit that
holds key licences for operating its domes-
tic short-video business. A similar bargain
has been struck with Weibo, which is listed
in New York, with cIIF picking up 1% for
just 10.7m yuan ($1.5m). The firms hardly
need more capital. Nor is C1IF, with plans
for a 100bn yuan fund—enough to rival a
big Silicon Valley venture-capital firm—
overly concerned with the outsize returns
its investments will certainly deliver.

That is because the outfit, founded a
mere five years ago, is no typical investor.
CIIF is itself mostly owned by the Cyber-
space Administration of China (CAC), a po-
werful internet watchdog. The arrange-
ment is akin to America’s Federal Commu-
nications Commission taking discounted
stakes in tech groups such as Facebook and
Twitter, appointing board members, then
steering them in the direction it sees fit.

CIIF’s investment spree is symptomatic
of a new form of state capitalism that is
taking shape in China. Under the aegis of
President Xi Jinping, regulators in recent
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years have unleashed a sustained attack on
the technology sector, deeming it to have
gained too much influence and strayed too
far from the Communist Party’s core val-
ues. Tech magnates such as Jack Ma, the
co-founder of e-commerce giant Alibaba,
have been subdued. Entire business mod-
els have been rewritten from on high—and
the tenor of the Chinese economy altered
as aresult.

Bringing the commanding heights of
the modern economy to heel might be ex-
pected from what s, after all, a communist
regime. Nor is state investment in private
companies anything new: “guidance
funds”, massive state vehicles that direct
money towards semiconductors and other
favoured areas, have become a fixture of
China’s investment landscape. But the ex-
tent of such activity over the past two de-
cades has risen sharply.

Private companies with state-connect-
ed investors increased from 14.1% of all
registered capital in Chinain 2000 1t033.5%
in 2019, according to a paper by Chong-En
Bai of Tsinghua University in Beijing,
Chang-Tai Hsieh of the Booth School of
Business in Chicago, and two other aca-
demics. While the number of state-con-
trolled investors has not changed much,
each has done vastly more business with
private firms (see chart1on next page). Asa
result, today’s Chinese corporate land-
scape might best be described as a sprawl-
ing complex of state-private commerce.
More than 130,000 private companies had
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» formed joint ventures with state-owned
companies by 2019, up from 45,000 at the
turn of the century.

The jump in private companies with
state investment since then has accounted
for nearly all of China’s increase in new
registered capital. Public investments in
private-sector companies surged from
$9.4bn in 2016 to $125bn in 2020, though
looks set to fall this year, according to data
from Dealogic, a research firm (see chart 2).

This means the growth of business in
the country is inextricably linked to the
state. The tech industry has been a notable
focus. Regulation has long hemmed in the
sector, as has the occasional bringing
down of a tycoon by one or two notches.
This is now considered insufficient to en-
sure entrepreneurs are kept in line.

Thus extending the government’s reach
directly into more private companies via
financial interests is emerging as a mecha-
nism to control them. Government “gold-
en shares”, tiny investments that give a
high degree of control over companies,
have been rumoured for years; only recent-
ly have they been disclosed in the likes of
Weibo and ByteDance. It is likely this fea-
ture of state investment will expand, says
Nana Li of the Asian Corporate Governance
Association, an investor interest group.

Unwittingly tagging along for the ride
have been global investors who had once
spent freely to gain a foothold in the boom-
ing Chinese market. Americans and others
are unlikely to be comfortable with the
new arrangements. More might get snared:
CAC, the ultimate power behind the state
investments in startups, was recently giv-
en the authority to vet the overseas share
listings of large Chinese tech groups.

What might the new regime mean for
the firms involved? CIIF’'s chairman, Wu
Hai, has proclaimed the fund to be firmly
part of China’s “national team”, a catchall
for the most important state-owned enter-
prises. The Communist Party has provided
generous financial and policy support for
CIIF-backed firms, says Sun Xin of King’s
College London. But, he adds, these invest-
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ments also tighten regulatory scrutiny and
have even imposed greater direct control
by the Party over their management.

Yet C11F’s objectives would fit awkward-
ly in a venture-capital firm’s pitch book. It
has committed itself not to pursue “exces-
sive profitability” in its investments. That
echoes recent missives by top officials
concerning the “savage growth” and “dis-
orderly expansion of capital” at China’s
tech groups. Its area of focus—AI chips, ro-
botics, quantum computing and block-
chain—dovetail with the sectors the gov-
ernment prioritised in its 14th five-year
plan, one of the state’s most important
policy documents. Companies have no
doubt taken note.

ByteDance has claimed the CIIF invest-
ment has little influence over operations.
If that is true then it somehow found it
wise of its own volition to mirror new state
policy. TikTok’s owner has officially limit-
ed working hours to 10am-7pm on week-
days; the change comes after the state be-
rated Mr Ma and Alibaba for vocally sup-
porting a “996” work schedule, or working
9am-9pm six days a week. The firm is
among those whose founders have depart-
ed during the crackdown.

As Mr Xi's model for state curbing of
tech darlings becomes clearer, so too have
the potential drawbacks. One of them is
the clumsiness built into some of the Par-
ty’s increasingly dogmatic practices. For
the past two decades links between com-
panies and local governments have been
central to the Chinese economic model.
These partnerships have historically been
focused on business, not Party ideology.

More recently there have been signs
that local governments are preoccupied
more with ideological exercises, says Mr
Hsieh. These include frequent “study ses-
sions”, where Party officials gather to read
and discuss the merits of Xi Jinping
Thought. Forging connections between
state and private companies has become
more difficult and requires informal con-
nections with more senior leaders, he says.

Another problem is the level of risk
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aversion among the new government-
linked shareholders. China’s model was re-
cently described as a “venture capitalist
state” by Arthur Kroeber, an economist.
The model mimics a massive corporate in-
vestor, taking small stakes in various early-
stage companies; CIIF itself is staffed with
executives with tech and startup investing
experience. Yet the state has all the risk ap-
petite of a timid bureaucrat. Private-sector
executives working with government-
linked firms have described officials’ grow-
ing fear of making mistakes. Losing public
money on investment does not appear to
be the biggest worry, says Nis Griinberg of
the Mercator Institute for China Studies, a
think-tank in Berlin. Rather, the real blun-
der would be failing to control companies
that run counter to Party ideologies.

Thus an uncomfortable prospect for Mr
Xi's new era of party control of the econ-
omy: fear by state-capitalists of falling foul
of ideological diktats could lower invest-
ment returns and throttle corporate dyna-
mism. CIIF’'s board appointee to ByteDance
has no clear business experience on his ré-
sumé, according to Ms Li, buta background
in communist propaganda. For doing busi-
ness in China these days, an insider’s steer
on how not to run afoul of the Party may
prove invaluable. ®

Royal Dutch Shell

A simple solution

Making the energy shift less taxing

ITY BEN VAN BEURDEN. The boss of Roy-
Pal Dutch Shell is an affable man steering
a Scylla-and-Charybdis course between
oil-loving shareholders on one extreme
and carbon-hating ones on the other. His
latest task is to convince investors that
Shell’s strategy of doubling down on oil
and gas production while bulking up on re-
newables is viable, even as Third Point, a
hedge fund, demands it breaks itself up.
And for seven years he has run a company
with one foot in the Netherlands and the
other in Britain—with Brexit in between.

On November 15th Shell offered share-
holders some badly needed simplification.
It asked them to vote next month for a pro-
posal to ditch a dual Anglo-Dutch share
structure, haul the headquarters back to
Britain, and scrap the Royal Dutch name. It
marks a homecoming of sorts. The original
moniker dates back to the 19th century,
when the company’s forebear, Marcus
Samuel, dealt in sea shells along the
Thames. But the reaction in parts of the
Netherlands has been apoplectic. Some k
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» politicians want to impose an exit tax to
dissuade Shell from leaving.
Simplification looks like the handi-
work of Andrew Mackenzie, Shell’'s new
chairman, who oversaw a restructuring of
BHP, the Anglo-Australian miner that he
previously ran. But it has a financial logic,
too. Under the dual-share structure, Shell’s
Dutch A shares were subject to a withhold-
ing tax, which meant that only British B
shares could be bought back economically.
That capped buy-backs at $2.5bn a quarter.
Oswald Clint of Bernstein, an investment
firm, says the maximum could now rise to

$5bn. More buy-backs are a way of increas-
ing cash returns to shareholders while
they see how Shell’s energy-transition
strategy plays out. They may not guarantee
the company wins the argument against
Third Point. But they will buy it some time.

There are other potential side-effects.
The Netherlands has dealt some harsh
blows to Shell recently. They include a
court judgment in The Hague ordering
Shell to reduce its worldwide emissions—
part of which the company is appealing
against (and which it says the planned
move won't affect). A Dutch pension fund,

The business phrasebook

A short guide to what your colleagues really mean

EED HASTINGS HAS built the culture
Rat Netflix around it. Ray Dalio made it
a founding principle at Bridgewater, a
successful investment fund. “Radical
candour” is the idea that bracing honesty
is the best way to run a business: no one
dances around the truth, and swifter
feedback improves performance.

Most firms rely on a messier doctrine.
People rarely say what they mean, but
hope that their meaning is nonetheless
clear. Think Britain, but with pay-
cheques. To navigate this kind of work-
place, you need a phrasebook.

“I'hear you”

Ostensible meaning: You're making a
legitimate point

Actual meaning: Be quiet

“Let's discuss this offline”

Ostensible meaning: We shouldn’t waste
other people’s valuable time

Actual meaning: Let’s never speak of this
again (see also: “Let’s puta pin in it”)

“We should all learn to walk in each
other’s shoes”

Ostensible meaning: Shared understand-
ing results in better outcomes

Actual meaning: I need you to know that
my job is aliving hell

“I'm just curious...”

Ostensible meaning: I'd like to know why
you think that...

Actual meaning: ...because it makes no
sense to anyone else

“It’s great to have started this con-
versation”

Ostensible meaning: We've raised an
important issue here

Actual meaning: We've made absolutely
no progress

“I wanted to keep you in the loop”
Ostensible meaning: [ am informing you
of something minor

Actual meaning: I should have told you
this weeks ago

“Do you have five minutes?”
Ostensible meaning: [ have something
trivial to say

Actual meaning: You are in deep, deep
trouble

“Let's handle this asynchronously”
Ostensible meaning: We'll each work on
this task in our own time

Actual meaning: I have to go to my Pilates
class now

“It's on the product roadmap”
Ostensible meaning: It'll be done soon
Actual meaning: It won't be done soon

“We're moving to an agile framework”
Ostensible meaning: We will work iter-
atively in response to user feedback
Actual meaning: We're literally planning
to go round in circles

Business

ABP, stunned Shell last month by saying it
would sell its shares in the firm as part of
efforts to divest from fossil fuels.

The British government cheered the re-
location announcement. Kwasi Kwarteng,
the business secretary, called it “a clear
vote of confidence in the British economy”.
But the boon to global Britain could come
at a cost to global warming. In the coming
months the government is expected to de-
cide whether to allow drilling of an oilfield
called Cambo off the coast of Scotland—a
litmus test for the future of North Sea oil.
Cambo is part-owned by Shell. m

“It's alegacy tech stack”

Ostensible meaning: It’s a rat’s nest of old
and incompatible systems

Actual meaning: None of this is our fault

“We are a platform business”
Ostensible meaning: We provide an
ecosystem in which others can interact
Actual meaning: Let’s pretend we are a
tech firm and see what happens to our
valuation (see also: “as a service”, “net-

work effects” and “flywheels”)

“We are planning for the metaverse”
Ostensible meaning: We are ready for a
shared, immersive digital world

Actual meaning: Ooh, look! A bandwag-
on! (see also: “Web3”)

“Bring your whole selves to work”
Ostensible meaning: Be authentic and
don’t be afraid to show vulnerability
Actual meaning: But not those bits of
your whole self, obviously

In a world of radical candour, there
would be less need for translating. Most
managers and colleagues could indeed
be better at giving unvarnished feedback.
Some words and phrases are so opaque
they absorb all visible meaning.

But there is an awful lot to be said for
coded communication. Work is where
people learn to manage social inter-
actions, not define them out of existence.
Transparency doesn’t necessarily travel
well across borders. And perpetual blunt-
ness is draining; humans constantly
finesse and massage the messages they
send in order to avoid open conflict.
Radical candour is associated with firms
that pay very well. That may be because
this approach leads to greater success. It
may be because otherwise most people
wouldn’t put up with it.
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The art market

Monet, Manet, Money

A galloping auction at Sotheby’s paints a new picture of the art world

HEN SOTHEBY'S raised the gavel on

the season’s biggest art auction on
November 15th the sellers, Harry and Linda
Macklowe, did not arrive as one to watch
the proceedings from the discreet skybox
above the auction floor, as those disposing
of a collection often do. The couple can
hardly stand to be in the same room to-
gether. Their divorce, after nearly six de-
cades of marriage, was so contentious that
in 2018 a judge ordered them to sell 65 of
their magnificent 2oth-century artworks
and split the proceeds.

Death, debt and divorce are the auction
market’s traditional catalysts. Sotheby’s
won this particular deal by guaranteeing
the Macklowes at least $6oom from the
sale. At the time it was agreed such a ful-
some promise, the biggest ever offered to a
client by an auction house, seemed to hark
back to a bullish age before covid-19 roiled
the art market. But Sotheby’s panache was
well judged: the evening brought in $676m
including fees, to which the proceeds of a
second auction in May will be added. For
beyond the Macklowe sale, the art market
is changing, in three important ways.

It started even before the pandemic.
The takeover of Sotheby’s by Patrick Drahi,
a French telecoms and cable entrepreneur,
for $3.7bn in the summer of 2019 looked
with hindsight like an error when covid
struck nine months later. Lockdowns shut-
tered auctioneers and galleries the world
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Twombly for the price of one

over. Art collectors quickly decided that
2020 was a bad time to sell. The best-con-
nected auction houses moved swiftly into
trying to broker private deals; the more en-
trepreneurial bolstered online sales with
digital auctions.

Mr Drahi’'s commercial nous has
brought new meaning to the famous art-
market quip that Sotheby’s are “auction-
eers trying to be gentlemen”, in contrast to
Christie’s, a firm of “gentlemen trying to be
auctioneers”. The tycoon, who took on well
over $1bn of debt to finance the deal, now
has access to details of the 300,000 or so
richest people in the world. The new Soth-
eby’s is bent on selling them not just art,
but handbags and history too.

His timing may prove prescient. Con-
temporary art, which accounts for the sin-
gle biggest share of the art market, saw a re-
cord-breaking $2.7bn change hands during
the year to June, according to Artprice,
which tracks sales. Both Sotheby’s and
Christie’s say they expect their sales in 2021
to match the $4.8bn and $5.8bn they re-
spectively made in 2019.

In part that is because both the main
auction houses are expanding beyond
their conventional offering of art, watches
and wine—the market’s first big shift. In
2020 Christie’s sold a dinosaur fossil
named Stan for $31.8m. Earlier this year
Sotheby’s auctioned Kanye West's Yeezy
trainers for $1.8m. Both firms have jumped
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into crypto-art, selling non-fungible to-
kens (NFTs) to techies. All of these have
brought in new buyers, especially from
Asia, the fastest-growing market. Of the
top 20 lots auctioned by Sotheby’s last year,
Asian clients bid on ten and bought nine.

A second new development is that the
two houses are wooing new customers by
making buying at auction more fun. Last
month Sotheby’s organised a weekend
jamboree in Las Vegas for 40 clients. The
main business was the auction of $10om-
worth of artworks by Picasso. But in an ef-
fort to turn the affair into more of an expe-
rience, Sotheby’s also laid on wine-tasting,
a session on how to game an auction and a
talk by Jay Leno about vintage cars. At the
party after the sale, the DJ was Picasso’s
great-grandson.

Going, going, gone

The most far-reaching shift, though, may
be the auction houses’ new cosy relation-
ship with commercial galleries and private
dealers. Historically these were their great
rivals. Galleries know where the art is and
what their clients might be prepared to
sell, but lack the access to buyers who flock
to auction houses. Now the two work more
closely together, to find the right buyer for
a piece and vice versa.

When a Diisseldorf gallerist recently
wanted to sell a Gerhard Richter from the
1970s, an under-appreciated period, he
turned to Sotheby’s. The private sale to one
of its clients was at a far better price than
he would have got at auction or selling to
one of his own collectors, he says. In April
2020, a month after the pandemic hit, Ra-
fael Valls, an dealer in Old Masters in Lon-
don, was able to sell nearly 100 pictures in
an online Sotheby’s auction; in a normal
year the gallery would sell around 200.

In a move that highlights this rap-
prochement between auction houses and
dealers, Sotheby’s recently hired Noah Ho-
rowitz, a director of the Art Basel art fair
who is known to be particularly close to
galleries. “Sotheby’s is tearing up the tradi-
tional playbook,” says a rival. The marriage
is partly one of financial convenience: gal-
leries lack the pools of capital big auction
houses deploy to offer guarantees and thus
lure potential sellers. Teaming up with
dealers helps auctioneers find works to
sell, which is almost as hard for them as
identifying the next generation of buyers.

Sotheby’s and Christie’s hope their new
approach will help both sides of the trade.
When Christie’s sold its first piece of cryp-
to-art earlier this year, its boss Guillaume
Cerutti points out, almost all of the 33 bid-
ders were new to the firm. A few days later
one of those who had been outbid, a 31-
year-old Chinese-American tech entrepre-
neur named Justin Sun, went on to buy a
$20m Picasso—and, in the Macklowe sale,
a Giacometti sculpture for $78m. |
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The metaverse architects

If you build it

Besides the tech titans, video-game firms want a slice of the metaverse pie

HE PLANET is black, perfectly spherical,

does not really exist, and is exactly
65,536km around (being the sixteenth
power of two, a number any hacker worth
their salt would recognise). A single 100-
metre-wide road runs round it. All the real
estate on the virtual planet is owned by the
Association for Computing Machinery, an
academic body.

The Association sells parcels of land to
enterprising programmers wishing to de-
velop them. Many do: their efforts are re-
sponsible for the houses, bars and sky-
scrapers that line the great road. At any giv-
en hour the road bustles with people, or at
least, with their 3D avatars. Some are going
to work, some are going on dates, many are
just milling around in the way that people
have done since the invention of streets. A
few take their cars—like everything else in
that world, really just bundles of computer
code—out off the highway and “race [them]
in the black desert of the electronic night”.

Thatis how Neal Stephenson, a science-
fiction author, aptly described what he
called the “metaverse”, in a tongue-in-
cheek cyberpunk novel called “Snow
Crash” (1992). Three decades later, the me-
taverse—a sort of immersive sequel to to-
day’s text-and-picture-based internet—
has been anointed as Silicon Valley’s latest
Next Big Thing. Microsoft is integrating
virtual-reality offices and avatars into its
“Teams” remote-collaboration software.
Mark Zuckerberg, the founder of Facebook,

is so enamoured of the concept that on Oc-
tober 28th he renamed the firm “Meta” to
signal its focus on this new “north star”.

It sounds like west-coast techno-utopi-
anism. But some glimpse of the potential
could be seen on November 8th, when Ro-
blox, an online game with 20o0m monthly
users, reported its quarterly results. The
number of daily players rose 31% year-on-
year, to 47.3m, propelling revenue to
$509m. David Baszucki, Roblox’s co-foun-
der and boss, said that the firm had pre-
dicted the rise of what is now called the
metaverse when its first business plan was
written 17 years ago. In 2020, when it was
still privately held, Roblox was valued at
$4bn. Today it is listed and worth $68bn,
not least thanks to an over-60% bump in
its shares in the past month.

For metaverse enthusiasts like Matthew
Ball, a venture capitalist, online games
such as Roblox—and “Minecraft”, “Fort-
nite”, “Animal Crossing” and “World of
Warcraft”—serve as proof that immersive
virtual worlds can be popular and profit-
able. According to Newzoo, a market-re-
search firm, consumers spent $178bn on
video games in 2020. Besides blasting each
other, many gamers use them to keep in
touch with distant friends. And they are al-
ready happy to spend cash on virtual prop-
erty. Newzoo thinks around 75% of the in-
dustry’s revenue comes from games that
allow the sale of virtual goods, for example
powerups or clothes for players’ avatars.
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The video-game industry has been experi-
menting with virtual worlds for decades,
says Raph Koster, a veteran designer, ex-
ploring how players use them to socialise,
create and run entire economies based on
virtual goods. Interest waxes and wanes as
each generation’s ambitions bump up
against technical limitations, he says. But
now that the subject is in the air again,
some metaverse enthusiasts reckon that
the benefit of all that experience might let
video-game firms like Roblox, Epic Games
and Unity beat the tech titans to the punch.

Roblox is both agameand a platform. In
the same way firms such as Squarespace
provide tools that allow tech neophytes to
create websites, Roblox comes with a set of
easy-to-use programs that let punters
build and monetise their own 3D games
and experiences. “Piggy”, for instance, is a
user-created horror game inspired by “Pep-
paPig”, a cartoon. In “Adopt Me”, users rear,
collect and trade exotic virtual animals.
(The latest craze is programmes based on
“Squid Game”, a Netflix series.)

“Every experience is built by our com-
munity,” says Manuel Bronstein, Roblox’s
chief product officer. The firm busies itself
handling behind-the-scenes problems,
providing server space and infrastructure
to support its users’ creations. It has its
own currency, called Robux, which is paid
for with real cash. Users can spend it in
what s, in effect, an app store that sells the
powerups or cosmetic items like shirts,
hats or pairs of angel wings which avatars
need to stand out. The developers of those
virtual items get a cut—around 27%—from
each sale.

The game’s popularity has led to other
firms offering experiences within Roblox
as a marketing strategy—a simple but ef-
fective way to merge the digital and the
real. Users can wander round a virtual ver-
sion of the Starcourt Mall, a place in
“Stranger Things”, another Netflix series.
In May one user resold a virtual copy of a
real Gucci handbag for around $4,100. On
November 15th Roblox announced grants
worth $1om to develop educational experi-
ences, including a simulated trip to the In-
ternational Space Station.

Mr Baszucki is not the only boss in the
games industry with metaversey ambi-
tions. Tim Sweeney, chief executive of Epic
Games, the privately held firm that devel-
ops “Fortnite”, has been a fan of the idea
since he wrote “Unreal”, an early multi-
player 3D-shooter, in 1998. Like “Roblox”,
“Fortnite”—which is, at least on the sur-
face, a straightforward action game—has
been flagged as an early example of what a
metaverse might look like. “We don’t see
‘Fortnite’ as the metaverse,” says Marc Petit,
a vice-president at Epic, “but as a beautiful
corner of the metaverse.”

Also like Roblox, it has seen crossovers
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from the real world. In 2019 “Fortnite”
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» hosted a virtual space battle to promote
“Rise of Skywalker” (the “Star Wars” film,
in turn, referred back to the in-game
event—very meta). In July Ferrari uploaded
a virtual version of one of its luxury sports
cars into the game for players to drive
around. Itis not quite the same as renegade
hackers racing virtual cars in the “black
desert of the electronic night”. But it is not
a million miles away, either.

The best-known uses of “Fortnite’s” vir-
tual world have come from the music in-
dustry. In 2020 Travis Scott, a rapper, host-
ed a virtual concert. The malleable physics
of the digital world allowed him to do
things no amount of stagecraft could ac-
complish in reality. His hundred-foot-tall
avatar, wreathed in lightning, danced and
stomped through the game’s pixellated
universe, shaking the ground with every
step. Around 12.3m people attended,
around 60 times more than can fit onto the
fields of Glastonbury, a big music festival.

The second prong of Epic’s strategy, be-
sides “Fortnite” itself, is to sell pickaxes in
a gold rush. Here it is in competition with
Unity, a firm founded in Denmark in 2004
and which went publiclast year. Both firms
sell sophisticated software “engines” that
were originally designed to power video-
games. Now they are touting them as piec-
es of general-purpose simulation software
that they hope will become a common lan-
guage in which 3D worlds are built, in the
same way HTML underpins websites.

They are already partway there. Games
engines are finding uses outside the gam-
ing business. Architectural firms, for in-
stance, use them to build virtual versions
of buildings to dazzle clients before con-
struction. Some use them to help manage
the build itself. A collaboration between
Epicand Cesium, a startup that maps cities
and landscapes, allows virtual copies of
real cities such as Melbourne or Detroit to
be dropped into Unreal, the engine that
powers “Fortnite”.

Mr Ball points out that much of “The
Mandalorian”, a “Star Wars” Tv show, was
shot within a virtual world generated by
Unreal. Since they are built with the same
software, he writes, “audiences could free-
ly investigate much of these sets [in an Un-
real-powered world]”—a metaversey twist
on charging fans for tours of film sets. Un-
ity recently paid $1.6bn for Weta Digital, a
visual-effects studio founded by Peter
Jackson, who directed the special-effects-
heavy “Lord of the Rings” films. It also un-
veiled Metacast, a piece of software de-
signed to broadcast sports events into vir-
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tual worlds. The firm showed off a mixed-
martial-arts bout that viewers could watch
from any angle—even the point of view of
one of the fighters.

Whether the games firms can compete
with the tech titans remains to be seen.
Meta’s annual revenues, at $86bn in 2020,
make it half the size of the entire gaming
industry by itself. But Mr Ball points out
that big changes in technology often lead
to the rise of new players despite the ef-
forts of old incumbents. And, besides ex-
perience, the games industry has plenty of
ready-made early adopters for whom virtu-
al worlds are already an established cultur-
al norm. “You have at least two generations
of kids who've grown up playing online
games,” says Mr Bronstein. “Navigating a
3D environment. Hanging out in a virtual
world with friends. This stuff is common-
place for them.” m

American railways

Chugging along

NEW YORK
Supply-chain snags are driving up the
profits of those shifting rail cargo

EW INDUSTRIES are more vulnerable to
Fevents that depress revenues and in-
crease expenses than America’s railways.
The basic business model is to lug lots of
stuff to offset the high fixed costs of own-
ing fleets of locomotives and maintaining
thousands of miles of track. That has been
hard as America’s supply chain has come
unglued, first because of covid-19 and then
as it has waned. Ports are gridlocked, ware-
houses over-stuffed and labour unavail-
able. It has unquestionably been a tough
time to be a rail company and, it turns out,
a remarkably good time to be one.

Volumes and profits at the listed com-
panies that run America’s tracks and trains
used to be tied as closely as a locomotive to
its cargo. No longer. Traffic has yet to re-
cover from pre-pandemic peaks, according
to the Association of American Railroads, a
trade group. But the financial equivalent of
a train crash that such a slump would once
have presaged has not arrived. On the con-
trary, America’s major freight carriers are
on their way to record annual profits. Their
share prices in recent weeks have helped
stockmarkets there chug to new highs.

Train dispatchers have earned their
crust in recent months: vital rails underly-
ing many trans-continental supply chains
are not exempt from disruptions of their
own. At Union Pacific (Upr), one of Ameri-
ca’s two largest rail operators, fuel costs
have risen by 74% over the past year and lo-
comotive productivity has fallen by 8%.

The Economist November 20th 2021

Freight car “velocity”, the number of miles
travelled in a day, is 5% below the com-
pany’s standard, in part because of “termi-
nal dwell”—rail-speak for being stuck.

Wildfires across 13 western states dur-
ing the summer caused widespread delays,
rerouting and damage. The global micro-
chip snafu has reduced shipments of cars,
a lucrative cargo. Railways have their own
shortages to contend with, from the rolling
chassis used for unloading containers to
large warehouses. Employees, whom rail
bosses once thinned in repeated cost-cut-
ting drives, are now in short supply too.
Many who were furloughed during the ear-
ly days are not keen on coming back to
work, says James Foote, the chief executive
of CSX, the third-largest rail company.

Ordinarily all these factors would be
toxic, but these are not ordinary times. The
capacity to get goods from A to B has be-
come extraordinarily valuable. Jennifer
Hamann, UP’s finance chief, explains that
strong demand “supports pricing actions
that yield dollars exceeding inflation”.
Price rises mean UP’s operating income ov-
er the past two years is up by 9% even as
volumes have slipped by 4%.

Other railways have made precisely the
same point (the networks overlap in plac-
es, though largely cover their own patch of
America). All have limited capacity and
similar obstacles. Better yet, for railway
shareholders, the shortage of labour has
been even more acute in the trucking in-
dustry, blunting outside competition.

Inevitably, the environment will shift
as bottlenecks are resolved and workers re-
turn. Pushy business customers will not
have forgotten how to negotiate. The rail-
ways themselves are not sitting still. Up,
for example, is stretching its seemingly
endless trains from 9,500 to 10,000 feet.
CsX is introducing autonomous locomo-
tives. Norfolk Southern is shifting ever
more traffic from jammed west-coast ports
to smoother operations on the east coast.
This unusual moment, in short, will pass.
But for now, the industry remains on
something ofaroll. m

Off the beaten track
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Schumpeter | Walmart gets its bite back

But the Beast of Bentonville still has Amazon on its tail

N THEORY THIS should be a good time to be Walmart, the doyen
I of American retailers that came of age in the stagflationary era of
the 1970s. Inflation is back, yet no one knows better than the Beast
of Bentonville how to use the power of the growl to convince sup-
pliers to lower prices. Supply chains are buckling, yet such is Wal-
mart’s heft that it has chartered ships and bypassed rail services to
deliver Halloween and Christmas goods early this year. Workers
are in short supply, but it managed to add 200,000 jobs to its 2.3m
global payroll in the three months to September. “There’s a level of
excitementin theair, you can feel it,” enthused Doug McMillon, its
chief executive, as Walmart raised its year-end sales and profit tar-
gets after solid third-quarter earnings on November 16th.

There’s a puzzle, though. Investors are not buying it. In the past
year Walmart’s share price has lagged behind not just Amazon, the
e-commerce giant, but other big-box American retailers, such as
Target and Home Depot. On November 16th its shares fell a further
3%, as investors fretted over what Simeon Gutman of Morgan
Stanley described as slightly “squishy” profit margins. Is the
stockmarket, so enamoured of all things new, missing the turna-
round story of the decade? Or is there something else to worry
about, namely the hot breath of Amazon on Walmart’s neck?

There are few more engaging advocates of the turnaround sto-
ry than Felix Oberholzer-Gee of Harvard Business School, who co-
hosts a weekly podcast with two of his fellow professors called
“After Hours”—a “Seinfeld”-like dose of bonhomie for business
enthusiasts. The trio, who interchange high-brow discussions on
companies with topics ranging from Scandinavian crime drama to
cocktail-making, might not be regulars in the aisles of Walmart.
But they are cheerleaders. “Walmart is on fire,” Mr Oberholzer-Gee
exclaimed in a recent episode. He acknowledges that investors
have not yet caught on. But that might just be because their mind-
sets are hardened against legacy retailers, he argues.

The turnaround story has two parts. First is the customer. Since
lockdowns ended, shoppers have returned to Walmart’s stores,
though not yet in sufficient numbers to prove that its al-
most-8oom square feet of American retail space—more than the
size of Manhattan—is worth cherishing. The company claims itis.
It says having stores within ten miles of 90% of Americans is vital

foran “omnichannel” strategy that encourages shoppers to buy in-
store, online or a combination of the two.

But with footfall still subpar, its challenge is to attract online
shoppers without cannibalising the ones who visit the stores. It is
having some success. Surveys suggest its new Walmart+ subscrip-
tion service—a lower-cost rival to Amazon Prime—is attracting
young, urban and affluent online shoppers who might not be seen
dead in a Walmart store (a partnership with American Express’s
platinum card reinforces the impression of upward mobility). Ac-
cording to Mr Oberholzer-Gee, Walmart.com has also started to
display “edgy” brands such as Ray-Ban that typically shunned
Walmart's physical stores, which further appeals to this cohort.
Moreover, Walmart is rolling out Uber Eats-style home delivery to
900 cities through its Spark network of gig-economy drivers. It
makes for an intriguing gambit. Walmart, the emblem of subur-
bia, is moving tentatively into Amazon’s metropolitan heartland.

The second part of the story is profit. Unlike Amazon, whose e-
commerce business is not a big contributor to earnings, Walmart
needs to justify returns on everything it does. That encourages it
to think laterally, since online profit margins are meagre. As a re-
sult, it is seeking to defray the cost of its e-commerce distribution
network by attracting third-party merchants, rather than just sell-
ing Walmart stuff. It is building a fast-growing advertising busi-
ness, called Connect, which Mr Gutman reckons could generate
$2bn of operating profit—8% of last year’s total—by 2025. And it is
delving into fintech, specifically placing bets on customer-sup-
porting financial services ranging from bill-paying to cryptocur-
rencies. All of these could bolster the bottom line without detract-
ing from physical-store sales.

The twist in the tale, though, says Marc Wulfraat of MWPVL, a
logistics consultancy, is Amazon. While Walmart may be en-
croaching on its urban territory, Amazon is on the counterattack
across the suburban hinterland. Its weapons are distribution cen-
tres, the vast warehouses from which retailers ship goods around
the country. In 2018, Mr Wulfraat says, the size of Amazon’s distri-
bution network in America overtook Walmart’s. Since then, Ama-
zon has sought to double it again, building what Mr Wulfraat reck-
ons will be another 140m square feet of distribution centres—as
much as Walmart has built in America in its entire 59-year history.

Itisadaunting operation. Mr Wulfraat says that each week Am-
azon builds what some retailers construct in a decade. “It’'s almost
like a war effort,” says Ken Murphy, of abrdn, an asset manager
that invests in Amazon. He reckons the logistics blitzkrieg is part
of Amazon'’s effort to shrink delivery times so sharply that people
will have little incentive to go to stores. That makes Walmart, with
its vast store network in America, vulnerable.

Banana armies

Defeat is not inevitable. More than half of Walmart’s domestic
sales are groceries, which people are still hesitant to buy online.
That gives it some protection from the Amazonslaught. So far Am-
azon’s ownership of Whole Foods, an upmarket grocery chain it
boughtin 2017, and its Fresh supermarket formats, have been half-
hearted attempts to take on its Bentonville rival.

But if Amazon masters the art of cashierless shopping, as it is
trying to do, it could change the buying of groceries as it has every-
thing else, from bookselling to cloud-computing. So far Walmart
can pride itself on keeping Amazon at bay while reinventing itself
for an omnichannel world. And yet the grocery wars have barely
begun. And the size of Amazon’s arsenal is growing. B
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Finance & economics

China and commodities

Material clout

The world’s biggest consumer of raw materials wants to extend its influence

EW CRISES highlight China’s weight in
Fcommodity markets as clearly as the
global energy crunch. Though analysts at-
tribute the shortages to many different
causes, all mention China. Its post-covid
economic recovery, coupled with a hot
summer, produced a surge in demand for
power. Supplies of its two main sources of
electricity, coal and hydropower, were
curbed by environmental crackdowns and
droughts respectively.

At first China tried to supplement pow-
er generation with liquefied natural gas
(LNG). Its imports of LNG so far this year are
14% higher than in the same period last
year. That has caused prices to surge and
has had ripple effects around the world. As
LNG cargoes have been rerouted east, for
instance, Europe has found itself short of
gas. Rising gas prices have only under-
scored the importance of coal in China,
which already consumes 55% of the
world’s supply of the stuff. In October Chi-
na imported nearly twice as much coal as it
had in the same month in 2020, causing
prices to boom. Even oil has risen on ex-

pectations that China will burn that too, if
necessary, to keep its electricity plants
running. As usual in commodity markets,
other factors are also at play. But China still
shakes the world.

China’s heft is partly the result of its
size. As a huge consumer and, in some cas-
es, producer of materials, it can disrupt
global markets even with modest tweaks to
policy. Its clout is growing on the financial
side of commodity trading too, thanks to
China’s three big futures exchanges; inter-
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national traders say that you cannot be
successful without dealing on them. Now
China wants to extend its influence over
commodities further still. Officials are
aiming to turn the proliferation of local
contracts, for instance, into international
price standards.

The rule of thumb for commodity trad-
ers is that China consumes “half of every-
thing”. For some materials, such as iron
ore, even this is an understatement (see
chart 1 on next page). China’s big appetite
alone gives it influence in markets. But it
also means that the authorities deem ma-
ny commodities strategically important.
And they are not shy about intervening.

Take maize. A glut in China in 2010-15
pushed government inventories up to un-
precedented levels and led the authorities
to reduce financial incentives to corn
farmers. But the resulting fall in output
was too sharp, forcing China to look over-
seas to replenish stocks. Corn imports
jumped from less than sm tonnes a year in
2013-18 to almost 30m tonnes in 2020. Part-
ly as a consequence, American corn prices
doubled over the first half of last year.

China’s strategies also involve boosting
supply to keep prices low. In order to keep a
lid on infrastructure costs in the 2000s, it
invested in a huge number of aluminium
smelters and encouraged producers to
raise output. Graeme Train of Trafigura, a
trading firm, estimates that the smelters
cost around $7obn. But without them, the

price of aluminium would probably have r
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» increased in line with that of copper, says
Mr Train. And that would have raised Chi-
na’s infrastructure costs by an extra $itrn
or so between 2000 and 2015.

In some cases China’s appetite has
helped create new financial systems. Iron
ore, the main ingredient of steel, is a good
example. Between 2003 and 2016 China’s
imports of the ore rose tenfold as it built
masses of steel-intensive infrastructure.
Today it is the world’s biggest consumer of
iron ore, for which it has also become “the
world’s most sophisticated” market, says a
manager at a big mining firm.

Buyers in other countries, such asJapan
and South Korea, tend to prefer long-term
contracts. In China a dynamic spot market
has emerged, which gives punters oppor-
tunities to resell excess ore and informs
the price of long-term contracts. Dozens of
seaports act as mini iron-ore exchanges.
They have storage facilities and serve as
places where customers can buy and sell
ore. Analysts look at the portside price to
gauge the outlook for the market.

Chinese trading firms are becoming
more sophisticated, too. The biggest, such
as PetroChina and Sinopec, two state-
owned oil companies, are getting better at
strategically steering the market, notes Mi-
chal Meidan of the Oxford Institute for En-
ergy Studies. They mimic tactics used by
European traders. That includes placing
bets to shift the price of the Dubai bench-
mark which, in part, helps inform the pric-
es in their long-term contracts. Other Chi-
nese traders are scaling up. In March COF-
€O, a food giant, announced plans to float
its trading arm.
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A voracious appetite
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China’s commodity-futures exchanges
are now world-beating. The three big ones
are in Dalian, Shanghai and Zhengzhou.
The number of contracts traded on these in
2020 was six times higher than on Ameri-
ca’s CME Group’s exchanges (see chart 2). In
terms of value they were roughly equiva-
lent. From January to June this year the ten
most-traded agricultural futures contracts
were all Chinese. So were eight of the top
ten metals contracts and five of the top ten
energy contracts.

Chinese exchanges look different from
Western ones. They are dominated by re-
tail investors (who are nicknamed “chives”
because when they get cut down, they soon
grow back). Estimates from 2016 suggest
that this group holds around 85% of open
positions, compared with 15% on Western
bourses. They trade smaller lots, too, and
hold them for less time, which adds to li-
quidity. A lack of expertise means retail in-
vestors tend to accentuate price swings.
For the most part, they are losing money,
says Xiao Jin of Orient Futures, a broker.

For officials in Beijing, the next step in
the development of China’s commodity
markets is to turn the country’s bench-
marks into global standards. One reason
for this is to boost use of the yuan, which is
used to conduct only 2-3% of cross-border
commodity trades, compared with the dol-
lar’s share of 38%. Another is that officials
are wary of Western benchmarks, suspect-
ing that they may have been manipulated.

Until now China’s way of protecting its
manufacturers and consumers from price
volatility had been through isolation. Only
select state firms could trade on foreign
commodity-futures exchanges, and only a
small group of international traders could
access Chinese ones. Those exchanges
have no warehouses—which are where
physical commodities are delivered—out-
side the mainland. Foreign exchanges are
not allowed warehouses inside China.

But the new strategy of benchmark na-
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tionalism is leading China to slowly loosen
the rules for international traders. Around
80 commodity-futures contracts are trad-
ed on its big exchanges, nine of which are
available to foreign punters. That covers
mostly imported commodities, such as
copper and oil. Some of these trade on
Shanghai’s International Energy Exchange,
a subsidiary of the city’s Futures Exchange
designed to appeal to traders abroad. As
more investment firms take advantage of
arbitrage opportunities, the prices of fu-
tures contracts on Western and Chinese ex-
changes are more often moving in tandem.

More opening up is in the works. In
September the State Council, China’s cabi-
net, said it would launch more futures con-
tracts, accelerate the participation of over-
seas traders in Chinese markets and build
another yuan-denominated exchange
aimed at such punters.

Two big problems stand in the way of
these ambitions, though. One is shifting
commodity demand. Over the next decade
this is likely to become more evenly spread
around the world, argues Jeffrey Currie of
Goldman Sachs, a bank. Climate-friendly
policies require vast amounts of metals to
build wind turbines and power grids.
Meanwhile, China’s economy will slowly
become more services-oriented, reducing
the need for commodities. Its consump-
tion of some metals, such as aluminium, is
expected to peak in the next few years.

Another hurdle is trust. China’s com-
modity exchanges are closely tied to the
state. Senior managers move between ex-
changes and government departments.
Authorities intervene readily in markets.
Investors point to China’s intervention in
equity markets after a downturn in 2015.
Back then, it banned short-selling and told
investors with big stakes in companies
that they could not sell shares. All this
makes commodity investors worry about
the predictability of Chinese markets.

Indeed, China has dabbled with com-
modity-market intervention in the past
year, as prices have gone berserk. Authori-
ties worry that rising costs will squeeze the
manufacturing sector. To offset this, in the
summer they sold some of their metal re-
serves and cracked down on speculative
hoarding. In September they auctioned off
oil reserves, too. In both cases the extra
supply was so small that it had no lasting
effect on prices. But analysts think the goal
was not to move the market but to signal to
investors that regulators are watching it.

The energy transition will probably
make commodity prices much more vola-
tile, as demand and supply adjust over
time and one occasionally overshoots the
other. Chinese authorities will have to de-
cide whether to interfere or let markets re-
spond. The path they choose will deter-
mine the future of commodity markets far
beyond their borders. B
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Inflation

Land of the
falling price

HONG KONG

Japan bucks the global trend

NFLATION IS SURGING around the world,

with price rises now exceeding central
banks’ targets. But Japan is a notable hold-
out. Although policymakers there have
long sought to generate inflation, consum-
er prices still refuse to budge. In September
they rose by just 0.2% year-on-year, and in-
flation, excluding fresh food and energy
prices, actually fell by 0.5% in the same
period. Analysts at Goldman Sachs, a bank,
expect that measure to fall to -0.8% in the
latest data, which was due to be published
after this was written. By comparison, a
“core” measure rose by 4.6% in America in
October, 3.4% in Britain and 2.9% in Ger-
many (see chart).

What's going on? Japan is not insulated
from global trends. In October producer
prices rose by 7.9% year-on-year, the larg-
est single increase since 1980. The pickup
was overwhelmingly led by higher import
costs, which rose by 38% in yen terms. The
prices of petroleum products and lumber
rose by 45% and 57%, respectively, com-
pared with the same month last year.

These increases may in small part have
been offset by an idiosyncratic factor.
Tumbling mobile-phone fees, driven by a
government campaign against carriers, are
pulling down the consumer-price index as
a whole. The communications segment of
the basket is down by 28% year-on-year.
Yet even if fees were flat, inflation would
still be below target. That suggests broader
economic factors are an important part of
the story.

Entrenched expectations built up
through decades of little to no inflation
playabigrolein explaining why rising pro-
ducer costs have not fed through to con-
sumer prices. Domestic companies are no-
toriously unwilling to pass on increases in
the prices of imports to consumers. At a
press conference in October Kuroda Haru-
hiko, the governor of the Bank of Japan, at-
tributed this reluctance to habits picked up
during the country’s periodic bouts of de-
flation. Companies have a good reason to
resist increases. Last week Kikkoman, a
producer of soy sauce, announced a 4-10%
increase in its prices from February. Such
an event might barely be noticed in Amer-
ica. ButinJapan it made the national news.

Sign up to our weekly newsletter,

Money Talks, for more analysis of the biggest
stories in economics, business and finance
www.economist.com/moneytalks
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Another crucial factor is the weakness
of Japan’s consumer recovery. Private
spending fell in the third quarter of the
year, and is now 3.5% below where it was at
the end of 2019. Spending on durable
goods, the source of much American infla-
tion, has been practically flat for the past
eight years in Japan.

The Bank of Japan was an early adopter
of zero-interest-rate policies and bond-
buying programmes, tools that have since
been used elsewhere in the rich world as
interest rates hit rock-bottom after the glo-
bal financial crisis of 2007-09. The absence
inJapan of the same inflationary pressures
apparent across other advanced econo-
mies once again makes the country a lab-
oratory for economists.

Despite the Bank of Japan’s activism, in-
flation has persistently failed to reach its
2% target. Its assets ran t0 103% of Japanese
nominal GDP even before the pandemic,
and bond and stock purchases since have
pushed that share up to 134%. In the same
period, the Federal Reserve’s purchases
have risen from 19% to 36% of American
GDP. The Bank of Japan'’s policy to keep ten-
year government-bond yields at around
0% is still firmly in place, even as a similar
effort at yield-curve control by the Reserve
Bank of Australia was abandoned after it
came under market pressure in October.

This suggests that whatever is raising
prices elsewhere in the world—whether
supply-side constraints associated with
the pandemic, demand-side stimulus, or
some combination of the two—monetary
easing alone is struggling to move the nee-
dle when confronted with decades of low
inflation expectations. Kishida Fumio, Ja-
pan’s new prime minister, has vowed to de-
ploy a fiscal-stimulus package that in-
cludes cash for poor families and the un-
der-18s. Analysts at Barclays, another bank,
expect new spending worth 3.7% of GDP.

These handouts may well nudge up in-
flation, if the money is actually spent by
consumers rather than saved. But for now
Japan seems to be the place that inflation
forgotyetagain. m
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Investment in Germany

Houdini
economics

BERLIN

Creative ways to dodge the debt brake

ISITORS TO MURKY corners of the inter-
Vnet may encounter ads promising “one
weird trick” to help them lose weight or ac-
quire millions. To meet its climate obliga-
tions and upgrade its digital infrastruc-
ture, Germany needs to rustle up perhaps
€50bn ($57bn) a year in public investment.
But a “debt brake” inserted into the consti-
tution in 2009 limits annual borrowing to
0.35% of nominal GDP (equivalent to about
€12bn). Changing the constitution looks
impossible. Squaring this circle means the
three parties now negotiating a coalition
agreement, after an election in September,
will need some tricks of their own.

Several are doing the rounds. The firstis
to establish off-budget public companies
that can tap markets for funds devoted to
specific aims: insulating buildings, say, or
charging stations for electric cars. Deu-
tsche Bahn, Germany’s rail giant, operates
this way. A related but distinct proposal is
to beef up the kfw, the state development
bank, to enable it to leverage private funds
for green investment. In theory hundreds
of billions could be raised this way, al-
though EU state-aid rules are a constraint.

A more cunning ruse is to go on a one-
off borrowing binge in 2022, exploiting the
temporary suspension of the debt brake
applied last year, which allowed the gov-
ernment to fund furlough schemes and the
like in the pandemic. Experts have men-
tioned a sum of €500bn, to be spent over
the next decade. But a badly designed
scheme could attract the beady eye of Ger-
many'’s constitutional court.

Perhaps the cleverest wheeze comes
from Dezernat Zukunft, a Berlin-based
think-tank. Noting that the debt brake re- pp
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» lies on estimates of the mysterious “output
gap”—or the difference between GDP today
and a measure of the economy’s poten-
tial—the group suggests tweaking some of
the inputs to that calculation. Assuming
more slack in the labour market than the fi-
nance ministry does, for example, would
raise the spending limit. Conservatives
dismiss the idea as “Pippi Longstocking
economics”. But it involves no legal jig-
gery-pokery and rests on assumptions no
more outlandish than those already in use.
“No one understands these bureaucratic
methods, which is why they are politically

attractive,” says Jens Siidekum of Heinrich-
Heine University in Diisseldorf. They
could add €20bn of annual spending.
More conventional sources may offer
fiscal crumbs. A new global corporate-tax
deal could raise a few billions, as could the
legalisation and taxation of cannabis,
which islikely under the next government.
EU climate funds might offer a bit more.
The odd subsidy might be cut. And the gov-
ernment anyway has a tendency to under-
estimate projected tax revenues;, 2020
broughtin €u.4bn more than expected (see
chart on previous page). These will not

Success and succession

A visionary British firm illustrates the quandaries of fund management

HE HOME of the Scottish Mortgage

Investment Trust (SMIT) is an office a
mile down the road from Edinburgh
Castle. Aside from that it has little to do
with Scotland, and nothing at all to do
with mortgages. This makes it an apt
flagship for Baillie Gifford, a British
investment manager that prides itself on
its unconventionality. Baillie Gifford’s 12
trusts and 33 funds together oversee
assets worth £346bn ($466bn). That puts
it well below the heavyweight category
for global fund managers, whose mem-
bers hold assets in the trillions. Yet the
firm and its star vehicle hold wider les-
sons for other fund managers.

Among the previous jobs of members
of Baillie Gifford’s investment team are
ballerina, soldier, doctor and concert
pianist. One partner likes to tell potential
clients that the firm’s equity-fund man-
agers aren’t much interested in the
stockmarket. Another describes her
enthusiasm for a founder who is so
focused on developing a breakthrough
medical technology that he refuses
point-blank to discuss what his company
could be worth. But even those investors
who insist on vulgar bean-counting will
be impressed by the fact that £1,000
invested in the SMIT ten years ago would
be worth around £11,600 today. By con-
trast, the same amount invested in the
FTSE All-World index of stocks would be
worth around £3,800.

The author of this success is James
Anderson, who took the helm of the SMIT
21years ago and will step aside in April.
The iconoclastic Mr Anderson partici-
pates in a long tradition of fund manag-
ers pouring scorn on their own industry.
Conventional asset management, he said
in his latest annual review of the SMIT, is
“irretrievably broken”. Markets are in
thrall to the “near-pornographic allure of

news such as earnings announcements
and macroeconomic headlines”.

Mr Anderson has used his tenure to
mould the sMIT to his liking. When he
took over, the trust, then 91 years old, held
shares in hundreds of listed firms, around
half of which were British. Today it invests
in a few dozen public and private com-
panies based all over the world. The mete-
oricrise in the trust’s share price was
fuelled by backing companies like Aliba-
ba, Amazon, Tencent and Tesla early and
then hanging on to them. Along the way,
the amount of money Baillie Gifford over-
saw grew by a factor of ten.

The challenges the firm faces as Mr
Anderson leaves are emblematic of those
that confront the wider industry. The first
is how to prevent a run of extraordinary
performance from reverting to the mean
and becoming pedestrian. Under Mr An-
derson, the sMIT broadened its horizons to
include new geographies and unlisted
companies. It also placed bets on firms
with unconventional business models
and maverick founders that put other
investors off. That does not mean that the
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flood the coffers, but every little helps.

Each of these proposals, to varying de-
grees, may make it into the coalition agree-
ment promised by the end of November.
The absurdity of some of Germany'’s finest
economic minds concocting complex
schemes to escape the country’s self-im-
posed limitations is not lost on all of them.
“It’s ridiculous that so much time is spent
trying to find a way around rules we have
set ourselves,” says Philippa Sigl-Glockner
of Dezernat Zukunft. Clicking on “one
weird trick” ads is rarely wise. But Germany
has left itself little choice. m

route to future success lies in finding
more privately owned companies run by
irascible bosses. The sMIT’s outperform-
ance in fact came from its early recogni-
tion of trends, such as the growing domi-
nance of internet retailers and the in-
creasing importance of electric vehicles.
There is no set of rules for arriving at
such insights, and so no guarantee of
repeating them.

The second challenge is to square the
opportunities for returns with investors’
demands for social responsibility. The
firm’s “health innovation” strategy at-
tempts to do this, by betting on a hoped-
for megatrend that will deliver both
profits and improved medical care. But
elsewhere in Baillie Gifford’s portfolio is
BGI Genomics, a Shenzhen-based firm. It
is part of a group that had two subsidiar-
ies placed on an American watch list last
year for “conducting genetic analyses
used to further the repression of Uyghurs
and other Muslim minorities” in Xin-
jlang, according to the Commerce De-
partment. Even the most quixotic aim
can end up in a moral quagmire.

The final challenge is timeless and
universal: succession. In announcing Mr
Anderson’s departure, Baillie Gifford
emphasised continuity. His replacement,
Tom Slater, has managed the sMIT jointly
with him since 2015. The philosophy and
investment process of the trust, it in-
sists, will not change. Yet it is losing the
leadership of an uncommonly prescient
investor. Mr Anderson himself has writ-
ten of his waning enthusiasm for Ama-
zon as Jeff Bezos, its founder and CEO,
stepped aside and it ceased to feel like
“Day One” at the company. Having been
founded in 1908, Baillie Gifford’s first era
passed a long time ago. As another day
draws to a close, replicating its successes
will be a tall order.
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House prices

Patch-up job

As housing costs rocket, governments
take aim at large investors

OUSING COSTS across the rich world are
Hrising fast. In America and Australia
prices have increased by nearly 20% in the
past12 months, and rents too are on the up.
In the past year, prices in New Zealand
have shot up at a pace of more than
NZ$2,000 ($1,400) a week. Costs in big cit-
ies have been going up for years, propelled
by a mix of cheap borrowing and a scarcity
of new homes. The pandemic has made
matters worse; lockdowns boosted de-
mand for larger homes, while labour and
materials shortages constrained housing
supply. As they try to bring down costs,
governments are throwing all sorts of
ideas at the problem.

One set of policies involves helping
first-time buyers and renters, while dis-
couraging other types of prospective
homeowners. Spain, for instance, wants to
get young people out of their parents’
houses, and is offering them nearly $300 a
month for rent. In South Korea, President
Moon Jae-in has brought in more than 20
different regulations, including tighter
lending rules and punitive taxes on expen-
sive homes.

Officials elsewhere are focused on de-
terring foreign buyers. Justin Trudeau,
Canada’s prime minister, vowed a two-year
ban on house purchases by non-residents
during his re-election campaign in August.
New Zealand’s ban on foreigners buying
homes came into force in 2018 after the
controversial purchase of a ranch in the
country by Peter Thiel, a Silicon Valley
heavyweight. Yet although these policies
have successfully put off foreigners, they
have missed the mark on affordability.
House prices in New Zealand have risen
even as purchases by overseas buyers have
dried up. Mr Moon'’s efforts have, likewise,
failed to curb steep price rises. Prices of
flats in Seoul have increased by over a third
during his presidency.

That might explain why the focus in
South Korea has shifted to supply. This
year the government unveiled a plan to
build 83,000 homes in the capital. America
has pledged to subsidise construction. Of-
ficials in Hong Kong, who blame unafford-
able housing for the anti-government
protests that erupted in 2019, want to ease
costs by building a new city near the terri-
tory’s border with mainland China. The de-
velopment could house as many as 2.5m
people—a third of Hong Kong's popula-
tion. But Britain’s experience shows just

how difficult expanding housing supply
can be. The government wanted to revamp
planning rules to open up more land to
housebuilding. Then fears of a backlash
from NIMBY voters and disagreements
within the governing Conservative Party
prompted a rethink.

Faced with the failures of managing de-
mand and the political difficulties of ex-
panding supply, some governments are
turning instead to a more expedient target:
big landlords. In October Spain’s left-wing
coalition agreed on a housing bill aimed at
cracking down on investment funds. The
new legislation imposes rent controls on
landlords with more than ten properties.
The changes—due to take effect in the sec-
ond half of 2022—are a blow for companies
such as Blackstone, a private-equity giant
thatis Spain’s biggest landlord.

Spain is only the latest country to pro-
pose restrictions on large property inves-
tors. Similar approaches have sprung up in
Ireland and New Zealand. In America Pres-
ident Joe Biden wants to restrict the types
of homes large investors are allowed to
own. Canada’s central bankers plan to ana-
lyse investors’ role in surging prices. In a
referendum in September Berlin’s resi-
dents took the drastic step of voting to ex-
propriate big landlords such as Vonovia
and Deutsche Wohnen. (The result is non-
binding, and legal setbacks mean it may
never become reality.)

Taking on big investors might be popu-
lar with voters, and easier to achieve than
loosening supply constraints. But whether
such an approach will lead to more afford-
able housing is less clear: curbs on big
landlords make it less profitable to build
new properties. If the crackdown contin-
ues, investors could simply take their pots
of capital elsewhere, leaving housing costs
to rise further still. |

Frequent-flyer schemes

Lifting off

NEW YORK
Loyalty programmes have been a
lifeline for airlines

HEN EXECUTIVES at American Air-

lines unveiled the world’s first fre-
quent-flyer programme 40 years ago, they
probably didn’t imagine it would one day
be worth more than the airline itself. Last
year analysts valued the scheme at around
$18bn-30bn, eclipsing the company’s cur-
rent market capitalisation of $12.9bn. Such
programmes have proved a boon to Ameri-
can carriers in the pandemic. Firms in-
cluding American Airlines have raised
$30bn in debt backed by the schemes.
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Points mean prizes

Airlines once hoped simply to foster
loyalty by offering customers freebies. Pas-
sengers collected miles as they travelled
and were awarded a free flight once they
racked up enough of them. But schemes to-
day are far more sophisticated. Airlines
profit by selling miles to credit-card firms
ata price that exceeds the cost of providing
reward flights and dishing out other perks,
such as hotel stays. They also gain when
miles expire unused or are cashed in for
something of poor value. According to
McKinsey, a consultancy, 15-30% of miles
expired unused before the pandemic.

Credit-card issuers in turn use miles to
lure customers with bonuses. Airline-affil-
iated cards tend to rake in much more in
transactions a year than other cards. Many
miles are therefore earned not in the air,
but through card spending on the ground.

That explains why customers earned
$6.8bn-worth of miles across big loyalty
schemes in 2020, even as many kept to
their homes. If they were to rush to convert
those miles into free flights as travel takes
off again, the profitability of such schemes
would be jeopardised. But airlines have an-
other way to ensure that their programmes
stay profitable: they can deflate the value
of their miles. In the early 2010s American
airlines began to calculate the value of a
mile based on a complex formula of fares
and routes. In 2015 Delta Air Lines stopped
disclosing how the value of its miles was
calculated and embarked on a series of de-
valuations, prompting competitors to fol-
low. In the past year or so Delta, Southwest
and United have devalued miles on major
routes by 6-20%.

Airlines have tapped loyalty schemes
for cash before, by selling miles to credit-
card firms at discounted rates. United trad-
ed its miles with JPMorgan Chase, a bank,
for $60om in the financial crisis. But the
pandemic saw the first use of loyalty pro-
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grammes as collateral in America, says
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» Benjamin Metzger of Barclays, another
bank. United was the first to do so with a
secured loan in June 2020. Delta followed
with a bond offering soon after.

The deals have attracted more investors
than bonds secured by old aircraft (which,
unlike loyalty schemes, depreciate).
Scheme-backed debt tends to boast a better
credit rating than the airline issuing it.
And investors are comforted by the struc-
ture of the deals, which use the schemes’
cash flows to repay debt, and limitriskifan
airline goes bust. Affinity Capital Ex-
change, a fintech firm, is working with
JPMorgan to securitise air miles, so that
they can be more easily traded.

The trick for airlines in all this is to bal-
ance the costs and benefits of perks so that
customers stay engaged, while carriers’
margins are preserved. Endless devalua-
tions could rattle that equilibrium and up-
set securitisation arrangements. Sky-high
valuations are not assured. ®

Ethiopia’s growth model

Lost promise

A remarkable development story
is in peril

NE OF THE most extraordinary growth

records over the past two decades was
to be found, perhaps surprisingly, in the
horn of Africa. Real GDP per person in Ethi-
opia, the second-most-populous country
in Africa, rose by an average annual rate of
9.3% from 1999 to 2019, just 0.4 percentage
points less than China’s pace of growth.
Now a year-long war between Ethiopia’s
government and forces led by the Tigrayan
People’s Liberation Front (TPLF) threatens
to spill into the capital city, wreak humani-
tarian disaster and wipe away those eco-
nomic gains.

From the late 1990s, a roaring Chinese
economy provided the impetus for a boom
in the rest of the developing world. As Chi-
na became richer, some of its industry
moved abroad, allowing poorer countries
like Bangladesh and Vietnam to follow in
its wake. In the 20108 some optimists
hoped that this process of sequential in-
dustrialisation might eventually shift to
Africa. More than any other country there,
Ethiopia illustrated this potential.

Three decades ago, its economy was
among the world’s least developed. Then
in 1991 forces led by the TPLF overthrew the
Marxist regime that had long run things.
Though the TPLF-dominated government
remained authoritarian, it began liberalis-
ing the economy and directing investment
towards infrastructure. Ethiopia’s GDP per
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person has risen more than sevenfold
since 1995, faster than other sub-Saharan
economies and the emerging world as a
whole (see chart). The share of Ethiopians
living in extreme poverty fell from half the
population to under a quarter in the 2010s.

Ethiopia’s success was first owed to in-
creasing productivity in agriculture, which
lifted incomes and helped the construc-
tion and service sectors expand. While em-
ployment in industry rose rapidly from the
late 1990s into the 2010s, most manufac-
turing workers laboured at small firms,
making food and beverage products and
other goods for local markets. Coffee and
cut flowers remain big exports.

Yet over the past decade, manufactur-
ing for export has gained a foothold. In in-
dustrial parks scattered across the country
factories sprang up, many dedicated to
making the textiles and clothing that often
represent the first rung on the industrial-
isation ladder. Apparel giants like H&M
and Primark began sourcing products from
Ethiopian plants, and the value of clothing
exports rose more than sixfold from 2009
to 2019. Foreign direct investment roughly
quadrupled from 20n to 2017, much of it

Pre-war progress
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from China. The vast majority of direct in-
vestment—about 80%—flowed into the
manufacturing sector.

But economic development depends
more on sustaining growth over long peri-
ods than on bursts of explosive growth.
Fighting in Tigray, one of Ethiopia’s most
important industrial centres, has idled or
destroyed many factories. Others are
increasingly being shut out of markets. On
November 2nd President Joe Biden sus-
pended Ethiopia’s tariff-free access to
America, citing “gross violations of inter-
nationally recognised human rights”,
chiefly by the forces of the prime minister,
Abiy Ahmed. Plans to privatise more of the
economy are faltering as foreign investors
lose their appetite.

A swift, diplomatic resolution to the
crisis may let Ethiopia salvage something
of its economic miracle. Still, the road
ahead would be difficult. Even before the
Tigrayan forces’ advance, the government
faced unmanageable foreign debts of near-
ly 30% of GDP: a heavy burden for a poor
country coping with covid-19, and which
collects less than 7% of GDP in tax.

Nor can the destruction of capital be
easily undone. Foreign investors may
prove difficult to lure back. China enjoyed
good relations with the TPLF when the
group ran the country, and might be ex-
pected to provide support if the TPLF wins.
But it faces a slowdown at home; and be-
cause China’s spending in Ethiopia fa-
voured manufacturing, rather than the
production of commodities needed by Chi-
nese industry, it may treat its investments
there with less urgency.

A protracted conflict, by contrast,
would undo most or all of the country’s
past economic gains. Whatever happens
next, Ethiopia’s case already demonstrates
that a state’s capacity to maintain order is
the most important, and often the most
elusive, condition for development. |
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Free exchange | The inbetweener

Janos Kornai understood capitalism by studying its opposite

W

T
Sheeal 8

N HIS CABIN aboard the ss Bashan, a luxury river boat sailing to

Wuhan, Janos Kornai was sleepless with excitement. The Hun-
garian economist, who died last month, was one of seven foreign
experts invited in 1985 to share their views on China’s economic
reforms. As Julian Gewirtz recounts in his book “Unlikely Part-
ners”, Mr Kornai stole the show. On a week-long cruise with an au-
dience of Chinese technocrats, he dissected socialism’s familiar
“cares and woes” (featherbedded firms, rushed growth and con-
sumer shortages). And he offered a hopeful vision of a restrained,
guided capitalism. His book “Economics of Shortage” soon be-
came a bestseller in China, although he never saw any royalties.

Forty years earlier, Mr Kornai lay on the roof of a Jesuit monas-
tery in Budapest, hiding from a fascist raid down below, even as
Soviet forces dropped bombs from above. The skyline had a “hell-
ish beauty”, he wrote. As a Jewish Hungarian who had lost his fa-
ther and a brother to the Holocaust, he welcomed the Soviets as li-
berators. He did not even mind when they stole his watch. His
gratitude was one reason why he became an enthusiastic commu-
nist, so devoted to his work on a party newspaper that he missed
the birth of his first child. His communism, in turn, explains why
he became an economist. He pored over Karl Marx’s “Das Kapital”.
Enlightenment radiated from it “like sunshine”, he later wrote. “I
had no more doubts about what profession to choose.”

The spell of Marxism broke when he met a victim of the torture
it entailed. He also came to hate the improvised haste of journal-
ism. He turned instead to research at Hungary’s Institute of Eco-
nomics. But his reporter’s habits served him well in his disserta-
tion. By interviewing managers, grumbling with them about bu-
reaucratic idiocy, wastage and “disregard for customer needs”, he
crafted a rare systematic account of how a planned economy actu-
ally worked, as opposed to how it was supposed to work. The book
also served as an index of shifting political winds. It was celebrat-
ed in the lead-up to the Hungarian revolution in 1956, denounced
after that revolution was crushed by Soviet tanks, then approved
for translation into English, all by the same person, the director of
the institute.

Some socialist reformers thought that widespread state owner-
ship was compatible with market forces and price signals. But Mr

Kornai recognised that getting prices right, even if it were possi-
ble, would not be enough. Under capitalism, a firm cannot defy
prices for long without going bust. Under socialism, things were
different. State-owned firms knew they could always appeal to
higher authorities to bail them out. In 1979 Mr Kornai called this a
“soft budget constraint”: the sharp line drawn by economists on
their blackboards was smudged. If firms do not fear losses, they
need not heed prices. This lack of financial restraint also allowed
firms to indulge their “investment hunger”, an excessive appetite
for resources, which squeezed out consumers and resulted in
chronic shortages.

The argument made his name: it was a “congenial” extension
of a concept familiar to mainstream economists. Mr Kornai had
once had larger ambitions, hoping to smash the crystal through
which most economists viewed the world. He had studied neo-
classical theorists such as Kenneth Arrow with much the same
care he had lavished on Marx. But he could not square their ethere-
al “general equilibrium” theory with his observations of the living,
breathing economy. The mismatch reminded one economist of a
line by the poet Edith Sodergran: “You searched for a woman and
found a soul—you are disappointed.”

On the China cruise, Mr Kornai convinced his audience of the
need to harden the budget constraints of the country’s firms. One
of his fellow passengers is now China’s banking regulator. But the
imposition of financial discipline remains a work in progress. The
rise in defaults, even of state-owned firms, in recent years is evi-
dence of some harder financial lines. But it comes only after years
of gluttonous investment.

China has not, however, suffered chronic shortages. On the
contrary, it is a “super-surplus” economy, marked by massive ex-
cess capacity, as Xu Chenggang, one of Mr Kornai’s students, has
pointed out. One reason is that state-owned enterprises do not
have the economy to themselves. They coexist with fiercely com-
petitive private firms. The surpluses may also reflect the dual na-
ture of investment. It is both an immediate source of demand and
an eventual source of supply. In the short run, it makes a claim on
the economy’s resources, which can crowd out consumers. But
when the investment bears fruit, it adds to the economy’s ability
to supply goods and services, resulting in abundance not scarcity.

Team transitory

Like the economies he deciphered, Mr Kornai inhabited two
worlds. He was half in the mainstream of economics, half out.
From 1983, he was half in America, half out. The transitions were
not always easy. It took him time to perfect his English. In his Bos-
ton driving test, he declared that a “no hitchhiking” sign wasa “no
hijacking” sign. In a lecture, he repeatedly mispronounced ware-
house as whorehouse. On returning home to Hungary each year,
he had toremember to drop his upbeat stateside persona and com-
plain a bit more.

But although he straddled different worlds, he was in no doubt
where his allegiances ultimately lay. “Despite its detrimental and
morally nasty features...I would sooner live under the capitalist
system than in the happiest barrack in the socialist camp,” he
wrote in his memoir. And although he was intellectually opposed
to patriotic bombast, he felt an instinctive pride in the achieve-
ments of his compatriots. It was their music and literature that
moved him. Their unillusioned meliorism that animated him. He
counted in Hungarian. And when he wasn'’t sleepless with excite-
ment, he dreamtin it too. W
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Covid-19

Reservoir dogs. And cats. And buffalo...

Many animals besides humans look susceptible to covid-19. That is bad news

N THE FIELD of epidemiology, a “spill-
Iover" is a virus that has made the leap
from one host species to another. The spill-
overs of most concern to people are those
from other animals to Homo sapiens. These
may then go on to create “zoonotic” hu-
man diseases—of which covid-19 is be-
lieved to be one (the original host of SARS-
cov-2isthought to have been an as-yet-un-
determined species of bat).

Such traffic can, however, run in two di-
rections. For example, in 2020 the World
Health Organisation reported that SARS-
cov-2 had spilled over in Denmark from
human beings into farmed mink, and was
thereafter transmitted from animal to ani-
mal to create a separate veterinary epidem-
ic. And, earlier this month, a paper posted
on BioRxiv, an electronic host for work that
has not yet been peer reviewed, presented
evidence that the virus is also circulating
in white-tailed deer in North America, hav-
ing presumably spilled over from people
there. All of which is on top of reports sug-

gesting that domestic pets, especially cats
and dogs, can also pick up SARS-COV-2—
and in the case of cats at least, can then
pass it on to others of their kind.

Spillovers of this sort are potentially se-
rious, for two reasons. One is that they
create viral reservoirs beyond the easy
reach of medical science and monitoring.
Even if there are no human cases of covid
in an area, such animal reservoirs mean
that SARS-cov-2 may still be lurking, wait-
ing to spill back into people. The other is
that exposure to the immune systems of
novel hosts may drive the evolution of new
and (if they then do spill back) potentially
threatening viral strains. The mink inci-
dent therefore led the governments of
Denmark, the Netherlands and Spain to
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cull 18m animals and place strict lock-
downs in regions around the fur farms
concerned. Treating a wild population,
such as white-tailed deer, in a similar way
would be harder. But precautions are still
possible. Raising awareness among those
who interact with the deer, such as hunt-
ers, can do alot.

These, though, are reactive approaches.
A proactive one would try to establish
which species are at greatest risk of becom-
ing reservoirs for SARs-cov-2 before they
actually do so. That would permit the mon-
itoring of threats before they got out of
hand. And, as she reports this week in the
Proceedings of the Royal Society, Barbara
Han of the Cary Institute of Ecosystem
Studies, an independent environmental-
research organisation based in Millbrook,
New York, thinks she has worked out a way
to achieve this.

Hidden ACEs

Starting early in 2020, just after covid
emerged, Dr Han and her colleagues fo-
cused their attention on ACE2, a cell-mem-
brane protein that had been identified al-
most immediately as the virus’s point of
entry. ACE2’s day job is to help regulate
blood pressure, and most vertebrates have
it in one form or another. The researchers
wanted to determine in which other verte-
brate species SARS-COV-2 might be expect-
ed to bind as strongly to the local ACE2 re-
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» ceptors as it does to those in human be-
ings. These would be candidates for the
role of reservoirs.

To this end, they gathered molecular in-
formation about every version of ACE2 that
they could get their hands on. Mostly,
these were from mammals—i142 species of
them. They then used computer modelling
of the interatomic forces involved to work
out the strengths of the bonds likely to de-
velop between SARS-COV-2's spike protein
and each version of ACE2. As they expected,
based on news that broke while they were
conducting their work, the bond with
mink ACE2 was particularly strong. They
found a similarly strong affinity with ACE2
from white-tailed deer, long before reports
of infections in that species emerged. Cats
and dogs also showed up as being at risk—
which reports then confirmed that they
were. And gorillas and macaques, which
have suffered a few cases in zoos, looked
susceptible as well.

Useful as this information was, Dr Han
was keen to look beyond these 142 species.
To delve deeper, the team built a database
of evolutionary traits shared by the species
with the most vulnerable ACE2 receptors.
This is a technique which has been used
successfully in the past on rodents and
bats, to assess their likelihood of acting as
reservoirs for viruses including Ebola and
Zika. It is based on the idea that particular
proteins of species with similar physiolo-
gies and ways of life might be expected to
evolve in similar ways.

The researchers studied everything
they could—from breadth of diet, metabol-
ic rate and age of sexual maturity to litter
size, lifespan, geographical range and phy-
logenetic relationships—about more than
5,000 mammals for which little or no
ACE2-receptor information was available.
This enormous database completed, they
fed the outcome into a machine-learning
system that had been trained on the char-
acteristics of the 142 species they had alrea-
dy examined. The result was the revelation
of 540 species which seemed likely to have
vulnerable ACE2 receptors and thus the po-
tential to function as covid reservoirs.

Most primates were on this list—which,
considering that people are primates too,
was expected. Nor, given suspicions about
SARS-COV-2’s origins, was the inclusion of
35 types of bat a surprise. Surprises, how-
ever, there were. Though the common
house mouse does not look to be a risk,
which is good news, two of its fellow ro-
dents, the ricefield rat and the Malayan
field rat, both do. Since these species are
often preyed on by domestic cats, them-
selves now known to be covid-susceptible,
that provides a route by which people
might become infected.

Dozens of other species were also
flagged up as potential reservoirs. These
included red foxes and raccoon dogs—two

creatures which, like mink, are sometimes
farmed for fur—and white-lipped pecca-
ries (pig-like creatures found in South and
Central America) and nilgai (a large Asian
antelope), both of which are farmed occa-
sionally, and also hunted and eaten.

Among more widespread livestock, the
species of most concern is the water buffa-
lo. There are reckoned to be over 20om of
these around the world, acting as both
beasts of burden and sources of milk. And
other frequently hunted animals, such as
the duiker (another antelope), the warty
pig and the mule deer were also reckoned
vulnerable, together with some rarities, in-
cluding two critically endangered ante-
lopes, the addax and the scimitar-horned
oryx (pictured below), which was once ex-
tinct in the wild and is only now being re-
introduced. In these cases the threat is less
to human beings than to the survival of the
species concerned.

Paying the buffalo bill
The sheer range of species involved stag-
gers Dr Han. “I never imagined that we
would ever see a virus with such a high
cross-species infection potential,” she
says. “It appears that there are at least an
order of magnitude more species that are
susceptible to SARS-cov-2 infection than
any other zoonotic virus I can think of.”
Forewarned, however, is forearmed.
And here there is perhaps alesson on keep-
ing the weapons in the arsenal sharp. One
reason Dr Han’s study took so long from in-
ception to publication is the disparate na-
ture of the sources she needed to draw on.
Scattered as they were around the world’s
natural-history collections, assembling

them took time. Many museums are now
in the business of making their collections
available electronically. To some, that
might sound a low priority. Work like this
suggests itis not. W

Covid’s next victims?
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Autism

When theories go
belly up

An unbalanced gut microbiome seems
not to be a cause of autism, after all

HE GUT microbiome’s effect on health

is so big that it is sometimes referred to
as a forgotten organ. The trillions of crit-
ters in the lower alimentary canal have an
influence that seems to reach all over the
body—helping regulate weight, for exam-
ple. In recent years, though, one idea in
particular has intrigued researchers. This
is that certain mixtures of gut microbes
may help cause autism.

It is well known that children with au-
tism suffer gastroenteric problems. They
often also seem to have simpler gut floras
than their neurotypical peers, and some
observations report the presence of unusu-
al species. This has led to the suggestion
that these abnormal microecosystems
might actually be triggering autism. So
tempting is this thought that preliminary
experiments intended to tweak the micro-
biomes of autistic children have been car-
ried out, with apparently positive results.

Unfortunately, the theory that gut mi-
crobes can cause autism is built on shaky
foundations. The best evidence comes
from work on mice, which is problematic
because identifying murine behaviour pat-
terns that correspond to human autism is
as much an art as a science. Work on peo-
ple, meanwhile, has been criticised for re-
lying on samples too small to yield statisti-
cally definitive conclusions.

But no longer. A study published in Cell
by Jacob Gratten of the University of
Queensland, Australia, and his colleagues
is reckoned to have enough statistical pow-
er to answer the question robustly. And
that answer is “no”, gut microbes do not
cause autism. Dr Gratten’s work indicates
that, while there is indeed a correlation to
be explained, it is actually autism which
(albeit indirectly) affects the gut flora, not
the other way around.

Dr Gratten and his colleagues embarked
on their project in 2016, using stool sam-
ples and dietary information collected as
part of two large studies, the Australian Au-
tism Biobank and the Queensland Twin
Adolescent Brain Project. Of 247 children
they selected for inclusion, 99 had been di-
agnosed with autism, 51 were neurotypical
siblings of some of these, and the remain-
der were unrelated neurotypical children.

There was, they found, a clear connec-
tion between individual children’s dietary
diversity and the diversity of their gut mi-
crobes—with more adventurous diets be-
ing associated with richer microbiomes.
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» And since the sensory experiences associ-
ated with new foods can be overwhelming
to them, autistic children are more likely
than others to have restricted diets. Sub-
tracting this effect left no remaining sig-
nal. The team thus found no connection
between autism and microbial diversity
beyond that brought about by autistic chil-
dren’s food preferences. Nor was there any
detectable connection between autism
and particular bacterial species of the sort
suggested by previous studies.

On the face of things, this is at odds
with the findings of the treatment-by-mi-
crobiome-tweaking camp, led by Rosa
Krajmalnik-Brown of Arizona State Uni-
versity. Her initial studies, admittedly
small in number, suggested faecal trans-
plants—used in extreme cases to treat in-

fection with an intestinal bug called Clos-
tridium difficile—had a positive effect on
the behavioural traits of children on the
autism spectrum, as well as on their gas-
trointestinal symptoms. She is now super-
vising clinical trials to test these findings
more robustly.

Whether there is really a contradiction
remains to be seen. Dr Krajmalnik-Brown,
while acknowledging the quality of Dr
Gratten’s analysis, still thinks it cannot ex-
plain away the results she saw in the pre-
liminary trials. But it is also possible that
faecal transplantation, by relieving the un-
comfortable symptoms brought about di-
rectly by unbalanced microbiomes, im-
proves the behaviour of children with au-
tism, yet does so without affecting the neu-
ral underpinnings of the condition. m

ASATs and the ISS

Fragmentation grenade

A Russian anti-satellite test also tests the international order in space

({ M ORRY FOR the early call”, the transmis-

Ssion from ground control to the Inter-
national Space Station (1ss) in the morning
of November 15th began, “but we were re-
cently informed of a satellite break-up and
need to have you guys start reviewing the
safe-haven procedure.” That meant the
crew of the 1ss—a joint venture between
America, Canada, the European Space
Agency, Japan and Russia—had to seal off
some of the modules in which they live
and work and retreat to the two space cap-
sules currently moored at its airlocks, lest
debris from the break-up puncture their
living space.

The source of the debris was a Soviet-
era spy satellite, Kosmos-1408, in an orbit
100km or so above, and at an angle to, that
of the 1ss. A few hours earlier this had been
blown to smithereens in a Russian anti-
satellite-missile test which turned the
two-tonne hulk into some 1,500 pieces of
debris large enough for American radars to
track (meaning a few centimetres or great-
er across), and countless more smaller
fragments. The exact extent of the cloud of
debris could not be known, but it looked as
if the 1ss was passing through it, and would
do so repeatedly.

America condemned the test as “reck-
less”, stressing that it endangered not just
the five astronauts on the 1ss (four Ameri-
cans and a German) but also the two Rus-
sian cosmonauts, one of whom, Colonel
Anton Shkaplerov, is currently the sta-
tion’s commander. Russia’s defence minis-
ter, Sergei Shoygu, was quoted in TASS, a

Russian news agency, as saying that “a cut-
ting-edge system of the future” had “hitan
old satellite with precision worthy of a
goldsmith. The remaining debris pose no
threats to space activity.”

That was not true. When a satellite is
destroyed in this way the debris starts off
close to the satellite’s previous position
and orbit. That was the situation when the
1SS was put on alert hours after the test. Ov-
er days, the debris spreads outalong the or-
bit, forming a ring around Earth. Over
weeks, lateral spread turns that ring into a
shell. This diffuses the risk. But if Ameri-

Just how many escape pods do we have?!
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ca’s assessment of 1,500 fragments holds,
the test will have increased the total num-
ber of trackable bits of space debris by al-
most10%. And all space debris poses some
threat to space activity.

The fallout—or rather, the fall-cease-
lessly-around—from the Russian test is
not quite as bad as that from a similar Chi-
nese test carried out in 2007, which ac-
counts for 3,500 bits of trackable debris.
Butitis worse than the debris from an Indi-
an test which took place in 2019. That used
a target in a very low orbit, and as a result
most of shrapnel has since re-entered
Earth’s atmosphere. The same is true of
America’s own most recent satellite-
smashing escapade, in 2008, which de-
stroyed a re-entering satellite said to have a
dangerous amount of fuel on board.

Why do countries keep doing these
things? One reason is the link to missile
defence. An ability to destroy a satellite
with a missile launched from below, as the
Russians did, is also an ability to destroy
an intercontinental ballistic missile dur-
ing the part of its flight which puts it above
the atmosphere. America prizes that abili-
ty, and others seek it. But testing missile-
defence systems, or for that matter anti-
satellite weapons, does not require the cre-
ation of copious orbital debris with no pri-
or warning. (The Outer Space Treaty of1967
requires countries to consult with each
other before doing anything which might
lead to “potentially harmful interference”.)
Such flamboyant recklessness seems to be
more about proving a point. It is possible
that the timing of Russia’s test, coinciding
with its build-up of troops on the Ukrai-
nian border, was intended as a signal.

Brian Weeden of the Secure World
Foundation, an organisation devoted to
the sustainable and peaceful use of space,
says the test “calls into question [Russia’s]
commitment to dealing with the threats to
the long-term sustainability of space and
their expressed desire to prevent an arms
race in outer space.” One way in which that
desire is purportedly expressed is in the
“Treaty on Prevention of the Placement of
Weapons in Outer Space and of the Threat
or Use of Force against Outer Space Ob-
jects”, which Russia and China started to
promote at the UN in 2008. America and its
allies are not keen—in part, America says,
because it does not place limits on ground-
based anti-satellite systems.

Earlier this month, though, the UN Gen-
eral Assembly voted in committee for an
“open-ended working group” on possible
norms, rules and principles for the respon-
sible and peaceful use of space. Despite
Russia and China voting against, because
they prefer their treaty, open-endedness
may provide enough scope for some sort of
agreement. But not soon. UN processes,
like space debris, can stay up in the air fora
very long time. ®
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French nationalism

The less accused

PARIS

Far-right ideas are gaining respectability in France. They have deep roots

o ATIONALISM IS THE safeguarding of

Nall those treasures that are at threat
without a foreign army crossing the bor-
der, without the physical invasion of terri-
tory. It is the defence of the nation against
the stranger from within.” Thus wrote
Charles Maurras, a reactionary and anti-
Semitic French author, in “My Political
Ideas” in 1937. After the disgrace and trau-
ma of Vichy France, which officially brand-
ed Jews the stranger within, such thinking
was for most of the post-war period ban-
ished to the fringes of French intellectual
life. For decades it was intellos from the po-
litical left who dominated the salons and
newspaper columns of Paris.

Today, however, France is seeing a dis-
concerting revival of ultranationalist
thinking, and with it the rehabilitation of
once-ostracised reactionary writers. Rob-
ert Laffont, a respected Paris publisher, re-
printed the collected works of Maurras in
2018. This year a right-wing French pub-
lisher reissued “The Great Replacement”,
which first came out in 2011; its author, Re-
naud Camus, is a hard-right writer current-
ly appealing a conviction for incitement to

racial hatred. As some nativists allege of
America, Mr Camus argues that France is
undergoing a demographic “conquest”, in
this case involving the relentless replace-
ment of the “French people” with those
from its former colonies.

Assorted micro-movements and indi-
viduals on the extreme and ultra-Catholic
right have long claimed to be the inheritors
of reactionary fin-de-siecle thought. But
these peripheral voices were dignified
with neither serious scrutiny nor polite de-
bate. Now, outlets such as Valeurs Actuelles,
a right-wing magazine, and CNews, a
French 24-hour news channel likened to
Fox News, discuss little else. Mr Camus has
turned from recluse to television-studio
guest. Eric Zemmour, a pundit and polem-
icist, doubles as a populist radical hoping
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to stand in next April’s presidential elec-
tion. His latest bestseller, “France Has Not
Had Its Final Word”, is a lament for “the
death of France as we know it”. Dressed in
an intellectual veneer, the book identifies
atevery turn a threat to “the French people,
their customs, their history, their state,
their civility, their civilisation”.

Two sinister underlying obsessions
link this contemporary discourse to the
earlier reactionary and nationalist French
essayists. The firstisa beliefin an immuta-
ble “eternal France”. Maurras, who was a
leading figure in Action Francaise, a politi-
cal movement that was founded in 1899 to
defend “true France”, termed this le pays
réel (the real country): a land of church
spires, ancestral soil and family tradition.
It was to be distinguished, in his view,
from le pays légal (the legal country), or the
artificial structures of the anticlerical
republican administration.

0Old enemies and new

Identity in this sense is not a fluid multiple
construct, but rather is fixed and rooted in
the earth. “The land gives us discipline,
and we are the extension of the ancestors,”
declared Maurice Barres, another influen-
tial nationalist writer who was close to
Maurras, in 1899. The iconography of Vichy
France later embraced this blood-and-soil
identity, celebrating rural life, church,
family and work on the land. Indeed, Mr
Zemmour entitles a chapter of his latest
book “The Land and the Dead”, after a

speech of that name by Barres. In it, Mr k
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» Zemmour declares that the three members
of a French family who were murdered in a
terrorist attack at a Jewish school in Tou-
louse in 2012, and who were buried in
Israel, did not belong to France.

The second obsession is paranoia about
decline, and the failure of elites to protect
French identity. For Maurras, the chief
menace to it was that enemy within: Jews,
Protestants, Freemasons and foreigners.
For Barres, the enemy was principally
without: Germany, and its military might.
For Mr Camus and Mr Zemmour, it is above
all Islam. Echoing the “great replacement
theory”, Mr Zemmour claims that, in to-
day’s France, “an Islamic civilisation is re-
placing a people from a Christian, Greco-
Roman civilisation”. “Veiled women”, Mr
Camus recently told a Tv interviewer, “are
the flags of conquest, of colonisation”.

Today’s reactionaries tap into a deep
undercurrent of fear and paranoia in
France, but also of anti-Semitism. An
unapologetic anti-Semite, Maurras de-
fended the French army’s accusations
against Alfred Dreyfus, a Jewish French
captain wrongly convicted by the French
army of high treason in 1894. That was a
time, among the Catholic and military
French elite, of intense anxiety about spies
and traitors, and of conspiracy theories
about Jewish financiers. In “Jewish
France”, a virulent anti-Semitic tract pub-
lished in 1886, Edouard Drumont had
warned of the threat of a “Jewish conquest”
of France, led by a “hateful, gold-hungry”
people bent on bringing about the “painful
agony of a generous nation”.

Himself of Jewish and Algerian descent,
Mr Zemmour occupies an ambiguous
place in this tradition. By hinting today
that Dreyfus may not have been innocent,
or defending Vichy for “protecting” French
Jews—because it deported foreign ones
first—Mr Zemmour is confecting not a se-
rious historical assessment but a studied
provocation. As well as distorting history,
this is a way of “signalling his link to a pil-
lar of French society, which is the army,
and to a particular set of right-wing val-
ues”, suggests Jean Garrigues, a historian at
the University of Orléans.

That such views are given a legitimate
airing is new, and disquieting. Jean-Marie
Le Pen, who founded the hard-right party
that his daughter, Marine Le Pen, rebrand-
ed and now leads, appalled the salons of
Paris and was treated accordingly. Mr Zem-
mour, who is well-read and flatters the
French regard for the cultivé, is handled
with respect. Aspiring presidential candi-
dates are invited by debate moderators,
with scarcely a blush, to offer their per-
spective on the “great replacement theory”.

Moreover, France lacks the counterbal-
ancing intellectual voices of the past. “At
the time of Maurras, Emile Zola and repub-
licans fought back. But the intellectual left

and radical left in France have been swept
away,” says Sudhir Hazareesingh, a politi-
cal scientist at Oxford University and au-
thor of “How the French Think”. Today, no
French thinker has the towering stature of
Jean-Paul Sartre, Simone de Beauvoir,
Albert Camus, Michel Foucault or othersin
turtlenecks and trench coats on the left
bank whose influence lingered well be-
yond their lifetimes.

No left-wing political leader has a com-
manding influence, either. In this void,
toxic theories are resuscitated, and used to
frame discussion, without robust or per-
suasive rebuke. As elsewhere, reason and
rationality seem, like contempt, to be frag-
ile tools against the potent narrative force
of populist reactionaries. The decline of
the public intellectual on the French left
removes one more line of defence. m

Artificial intelligence

Mechanical minds

The Age of Al. By Henry Kissinger, Eric
Schmidt and Daniel Huttenlocher. Little,
Brown and Company; 272 pages; $30.
John Murray; £20

ARLY LAST year, researchers at the Mass-
Eachusetts Institute of Technology (MIT)
used a machine-learning algorithm to look
for new antibiotics. After training the sys-
tem on molecules with antimicrobial
properties, they let it loose on huge data-
bases of compounds and found one that
worked. Because it operated in a different
way, even bacteria that had developed a
resistance to traditional antibiotics could
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not evade the new drug.

Behind the success was a deeper truth:
the algorithm was able to spot aspects of
reality that humans had not contemplated,
might not be able to detect and may never
comprehend. The implications of this gen-
eral development for science, business and
warfare—and indeed, for what it means to
be human—are the subject of these rumi-
nations by Henry Kissinger, America’s pre-
eminent living statesman, Eric Schmidt,
the former boss of Google, and Daniel Hut-
tenlocher, an expert on artificial intelli-
gence (AI) at MIT.

In their telling, the most important way
that A1 will change society is by redefining
the basis of knowledge. “Whether we con-
sider it a tool, a partner, or a rival, [A1] will
alter our experience as reasoning beings
and permanently change our relationship
with reality,” the authors write. “The result
will be a new epoch.” If uttered by a Soy-
lent-quaffing coder, that sentiment might
be dismissed as hyperbole. Coming from
authors of this pedigree, it ought to be tak-
en seriously.

In an essay in the Atlantic magazine in
2018, Mr Kissinger argued that A1 repre-
sents the end of the Enlightenment. This
book substantiates that thesis with an en-
gaging romp through the history of reason
and decision-making. Unsurprisingly, the
crunchiest discussion is of international
security. The authors show that A1 is radi-
cally changing the way states challenge
one another, and why fighting wars with
autonomous weapons—which could de-
vise strategies, identify targets and kill op-
ponents—invites calamity. Interactions
between rivals will become harder to pred-
ict, and conflicts more difficult to limit.

Hitherto in the era of nuclear weapons,
the central objective of national-security
policy has been deterrence. That rests on
the premise that a rival state’s capabilities

are visible, its doctrine known and its ac- kp
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» tions foreseeable. The rise of Al systems
undermines those consoling assump-
tions, since responses may diverge from
human expectations, and to disclose capa-
bilities may be to forfeit them. A winning
manoeuvre may be horrific yet inscruta-
ble, like the algorithm that crushes human
players at chess and the board game Go.

The recommendation for policymakers
is realism. Since the technology cannot be
un-invented, the book calls on America to
develop and shape the military applica-
tions of AI, rather than surrendering the
field to countries that do not share its val-
ues. Some of the new capabilities will in-
volve non-violent tasks, such as managing
logistics and helping wounded service-
men. At the same time, the authors write,
major powers should pursue arms control
in A1, as they have for nuclear weapons.
The fact that both Mr Kissinger and Mr
Schmidt have advised America’s armed
forces gives their counsel special weight.

Living with this technology will be
tough. Based, as they are, on correlations
and elaborate statistics, rather than on a
sense of causality, Al's decisions may seem
otherworldly; when the stakes are high,
they must be diligently validated. And as Al
becomes more widely used, and makes
findings that surpass human understand-
ing—whether concerning the laws of sci-
ence, medicine, managing businesses or
navigating roads—society may seem at
once to be hurtling towards knowledge and
retreating from it. If an A1 co-pilot or surgi-
cal robot experiences an emergency, who
should seize the controls, the human oper-
ator or the algorithm? The book calls for a
“partnership” between people and ma-
chines, butis silent on how to achieve it.

Master and man
There are other shortcomings. A chapter
on “global network platforms” (ie, big tech
companies) is alternately banal, over-ab-
stract and mealy-mouthed—as if wary of
offending any particular business or gov-
ernment. In light of the many ways in
which A1 bolsters state power, human
rights ought to be an essential consider-
ation. Yet there is no discussion of the
camps in which, abetted by technology,
China’s rulers have imprisoned many
Uyghurs. The disappointing final chapter
is merely a recapitulation of the first.
Despite these faults, “The Age of A1” is a
salutary warning to handle this technology
with care and build institutions to control
it. Human values and peace must not be
taken for granted, the book urges. “While
the advancement of A1 may be inevitable,”
it concludes, “its ultimate destination is
not.” With his co-authors Mr Kissinger has,
at the age of 98, used his vast experience
and versatile mind to make a muscular
contribution to one of the 21st century’s
most pressing debates. B
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The seven-day itch

The Week. By David Henkin. Yale
University Press; 288 pages; $30 and £20

N THE AUTUMN o0f 1853 Thomas Butler
Gunn got lost—temporally rather than

physically. On a visit to Mammoth Cave
in Kentucky, and isolated from the out-
side world, his diary quickly slipped the
moorings of chronological reality.
Wednesdays are repeated and days go
mislabelled. It took around a fortnight,
and renewed contact with civilisation,
for Gunn to restore his weekly bearings.

The episode, says David Henkin,
suggests how fragile a sense of time can
be—especially when it comes to weeks.
Unlike months or years, these seven-day
groupings have no real basis in astrono-
my. People from Nigeria to China have
thrived without them. And yet the week
has become the measure not only of
routine, but even of sanity. “Weekly
rhythms have become so thoroughly
absorbed into ordinary human experi-
ence”, Mr Henkin writes, “that forgetting
what day it is constitutes a singular
symptom and feeling of disorientation.”

His new book shows how the week
came to rule the world. Until the 19th
century, he explains, the other days were
a preamble to the Sabbath for many
Protestants. Catholics followed a cycle of
feast days and fasts. When newspapers,
factory schedules and weekly paydays
were all rarer, the weekly structure was
less important. People got muddled, not
just underground. As late as 1866, the
Louisville Courier mentioned a man
getting drunk on Friday because he
thought it was Saturday.

In outline, the story is one of urban

development. As towns grew and society
became more sophisticated, citizens
“became differently and more intensely
week-oriented, in ways we can now
recognise as modern”. When his local
benevolent society met on Wednesdays
in 1859, and choral concerts were sched-
uled for Fridays, James Fiske of Mass-
achusetts couldn’t afford to mix up his
days. When Every Saturday magazine
landed in New York each weekend in
1866, Bayard Taylor was expecting it.

Later anecdotes illustrate the “dis-
tinctive air” that individual days came to
develop—the particular associations
each subliminally carries. Philadel-
phians once used chains to block horse
traffic on Sundays. The advent of wash-
ing machines disrupted the weekly
cleaning schedule. In due course West-
erners exported these feelings to the
world. Japan formally adopted the seven-
day system only in 1873; all the same, a
character in a novel by Haruki Murakami
is as sure of something “as I am that
today is Wednesday”.

That sort of conviction is now crum-
bling. French and Russian revolution-
aries ultimately failed in their attempts
to abolish the seven-day week, but for
many people the pandemic has squashed
the weekly rhythm into an interminable
present. Monday, runs the joke, has been
replaced by Noneday. As Netflix offers
entertainment on a whim, and morning
newspapers become obsolete, Mr Henkin
argues that “the hold of the week on our
lives loosens, and our place in the cycle
becomes in turn less memorable.” Every-
one may soon start to feel a bit like
Thomas Butler Gunn.
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The Guggenheim Abu Dhabi

Brave new worlds

Abu Dhabi’s latest museum aims to rewrite the story of modernism

HE JAGGED towers and palm-fringed

walkways of the proposed Guggenheim
Abu Dhabi (GAD) take their inspiration
from the wooden sailing dhows that ply
the waters of the Gulf and the funnel-
shaped wind towers, known as barjeel,
built to bring natural ventilation into old
houses in the United Arab Emirates (UAE).
Designed by Frank Gehry, the project has
been beset by protests over workers’ condi-
tions and other human-rights issues, and
by finance-induced delays and cancelled
contracts. Now, ten years after clearance of
the site began, work has restarted at last.

The museum is part of a long-term,
state-funded effort to diversify Abu Dhabi’s
economy. Culture—and especially muse-
ums—are part of the push. The Guggen-
heim will be the third to be built on Saadi-
yat Island, a flat sandy triangle just off the
coast that will be the biggest cultural infra-
structure project between Marrakech and
Shanghai. The first museum, Jean Nouvel’s
Louvre Abu Dhabi, opened in 2017; the
Sheikh Zayed National Museum, designed
by Sir Norman Foster and named after the
UAE’s founding ruler, will follow in 2023.
The hope is for GAD to open in 2025.

“It’s like walking through a really great
Minecraft setting,” says a curator of the
computerised mock-ups of galleries that
GAD has developed. But though the build-
ing is still imaginary, the collection—
about 600 artworks from 60 countries, of
which half have been acquired in the past
four years—is real. And the mission is
clear: to present a journey through global

Chabaa’s “Diptyque”

2 ;

Melehi's “Pink Flame”

art from the 1960s to the present, and in so
doing rewrite the story of modernism.
Modernism, and especially abstract ex-
pressionism, was at the heart of Solomon
Guggenheim’s original collection. On his
death in 1949, the businessman left hun-
dreds of works by American and European
artists, such as Vasily Kandinsky and Las-
zlo Moholy-Nagy, to the museum in New
York that bears his name (and which will
earn $1oom for advice on construction and
acquisitions for its latest offshoot). But
there were many modernisms, not just the
Euro-American kind. “Around the world,”
says Dana Chehayeb of Abu Dhabi’s depart-
ment of culture, “artists were asking ‘How
can I be modern without being Western?’
And artists in the West often asked, ‘How
can I draw from non-Western and premod-
ern sources to make art more universal?”
Inspired by the UAE’s history and posi-
tion as a pivot between Europe and Asia,
GAD aims to chart modernism’s evolution
into a nuanced global movement. Alexan-
dra Munroe, the curator of Asian art at the
Guggenheim in New York, is central to that
effort. She persuaded Guy Ullens, a Dutch
collector of Chinese contemporary art, to
give GAD first choice from his art trove be-
fore he consigned it for sale at Sotheby’s in
201. The embryonic museum acquired
pieces by Ai Weiwei and Huang Yong Ping,
work by early Chinese video artists and
some political pop art which could never
be shown in China—such as “The Last Ban-
quet” (1989), Zhang Hongtu’s panorama
about the deification of Mao Zedong. “It
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was a real coup,” effuses Ms Munroe.

As well as art from China, GAD is build-
ing up a collection from Japan’s radical
Gutai movement, which in the1950s reject-
ed traditional styles in favour of large
multimedia works and the immediacy of
performance. Both approaches would later
become popular everywhere. Another fo-
cus is Latin American modernism, such as
the geometric abstraction of Gego and
Jesus Rafael Soto, both Venezuelan, and
Carmen Herrera (originally from Cuba).
The Neo-Concrete movement in Brazil,
meanwhile, brought together Lygia Clark,
Lygia Pape and Hélio Oiticica, stars of the
country’s art in the 1950s. Their folded or
curved sculptures were meant to make ab-
stract expressionism more human.

Like many of the Asian and Latin Amer-
ican artists who feature in the new collec-
tion, several from Iran and the Arab world
studied in Europe in the mid-2oth century,
afterwards creating modernist hubs in
their home countries. Mohamed Melehi
and Mohamed Chabaa of the Casablanca
School, for instance, studied in Rome in
the early 1960s and, with their compatriot
Farid Belkahia, developed links to the Bau-
haus school of design. Returning to Moroc-
co, they strove to combine the modernist
influence of European artists, such as Paul
Klee and Nicolas de Staél, with an abstrac-
tion indebted to the geometric patterns of
Berber carpets and the use of henna and
walnut to stain leatherwork.

Parviz Tanavoli, who also studied in Ita-
ly, is the central figure of another modern-
ist movement, known as Saqgqakhaneh or
Iranian Pop. Fascinated by locksmithing
and calligraphy, Mr Tanavoli is best-known
for metal sculptures that use the three let-
ters in the word heech, Farsi for “nothing”.
They are inspired by Alexander Calder and
Barbara Hepworth, but also by the symbol-
ic metal locks often attached to Iranian
drinking fountains. Such work has gener-
ally been exhibited in artistic silos, in
shows based on geography rather than
form and ideas. The aim at GAD is to draw
out overlooked connections, such as be-
tween Mr Tanavoli and his contemporary
On Kawara, a Japanese conceptual artist
who created an important series of paint-
ings based on dates in the calendar.

Officials hope that Saadiyat Island will
be a big employer. Despite the ongoing hu-
man-rights concerns, it is already a tourist
draw—one reason why 11.35m people visit-
ed Abu Dhabi in 2019, more than double the
number who came in 2016. The emphasis
on culture is meant to distinguish the
emirate from the shopping malls and glitz
of Dubai, an hour down the road. When at
last GAD opens, it will offer an encounter
with a scintillating range of artists and
fresh ways of seeing the world. Viewers
will emerge with a rebalanced sense of art’s
tumultuous recent history. |
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Economic data

Gross domestic product | Consumer prices |Unemployment |Current-account |Budget Interest rates Currency units

% change on year ago 9% change on year ago | rate balance balance 10-yr gov'tbonds  changeon per $ % change

| latest quarter* 2021t latest 20211 | % % of GDP, 20211 % of GDP, 20211 | latest,% yearago,bp | Nov 17th on yearago
United States 49 o3 20 55 6.2 Oct 44 46 oct 34 124 16 730 -
China 49 3 08 79 1.5 oct 038 49 Octis 28 -49 27 88 -39.0 6.38 28
Japan 14 @3 -30 23 0.2 Sep -0.2 2.8 Sep 3.0 -8.8 nil -8.0 115 -9.0
Britain 6.6 Q3 5.1 6.4 42 Oct 28 43 Augtt -39 -109 1.0 56.0 0.74 1.4
Canada 127 @2 -1.1 54 4.7 Oct 3.1 6.7 Oct -2.3 -9.5 1.7 100 1.26 40
Euro area 37 @3 93 49 4.1 Oct 22 74 Sep 3.1 72 -0.2 31.0 0.88 -45
Austria 128 Q2 246 4.1 3.7 Oct 2.7 52 Sep 2.2 -14 nil 41.0 0.88 -4.5
Belgium 47 @3 7.4 5.0 42 Oct 23 6.3 Sep 1.1 -7.1 0.1 45.0 0.88 -4.5
France 33 @3 126 6.7 26 Oct 2.1 7.7 Sep -1.3 -89 0.1 43.0 0.88 -4.5
Germany 25 @3 73 28 45 Oct 3.0 34 Sep 7.0 6.2 -0.2 31.0 0.88 -45
Greece 164 Q@ 145 6.5 34 Oct 0.1 133 Sep -4.4 -9.6 12 46.0 0.88 -4.5
Italy 38 o3 108 6.0 30 Oct 1.6 9.2 Sep 38 -9.6 1.0 380 0.88 -4.5
Netherlands 50 @3 80 3.7 34 oct 23 3.1 Sep 85 -5.2 -0.1 49.0 0.88 -4.5
Spain 27 3 83 5.5 54 oOct 2.5 14.6 Sep 09 -89 05 370 0.88 -4.5
Czech Republic 88 Q2 5.7 30 58 Oct 38 2.7 Sept 32 -8.3 2.8 164 223 0.1
Denmark 100 @ 8.2 32 30 Oct 17 33 Sep 7.5 -0.3 nil 49.0 6.58 -4.7
Norway 61 @ 44 3.0 35 oOct 3.0 40 AugH 6.9 3.0 1.4 76.0 8.74 38
Poland 108 @ 8.7 52 6.8 Oct 4.7 55 Octs 2.1 -6.7 3.1 195 412 -8.2
Russia 43 @3 na 42 8.1 Oct 6.6 43 Seps 52 -0.7 8.2 212 72.4 54
Sweden 37 @3 74 40 2.8 Oct 22 8.2 Sep’ 52 -19 0.3 300 8.87 =27
Switzerland 17 @ 74 3.5 1.2 oct 05 2.7 Oct 53 3.8 -0.1 36.0 093 -2
Turkey 21.7 Q na 8.0 199 Oct 17.1 111 SepS -3.0 -3.2 18.9 698 10.6 -271.5
Australia 96 Q 2.7 42 30 @3 26 52 oOct 4.1 -5.8 19 90.0 137 nil
Hong Kong 54 3 0.5 6.2 14 sep 1.6 43 Oct# 30 -4.5 15 80.0 7.79 0.5
India 201 Q@ -412 8.2 45 Oct 5.0 78 Oct -09 -7.0 6.4 480 743 03
Indonesia 35 Q3 na 3.1 1.7 Oct 1.6 6.5 Q3 -0.1 -6.0 6.2 4.0 14,242 -13
Malaysia -45 @3 na 38 2.2 Sep 24 45 Seps 2.7 -6.0 36 90.0 418 -1.9
Pakistan 47 201~ na 38 92 oct 92 69 2019 -45 -6.9 108 fff 101 174 -89
Philippines 71 @3 161 42 46 Oct 45 69 Q38 -14 -75 5.1 203 50.4 -4.2
Singapore 65 @ 34 6.1 25 sep 1.9 26 Q3 18.1 -4.2 1.8 83.0 1.36 -15
South Korea 40 @3 12 4.1 32 Oct 22 2.8 Octs 4.6 -4.4 24 74.0 1,182 -6.4
Taiwan 38 @ 2.3 5.7 26 Oct 20 39 Sep 15.2 -1.2 0.6 300 27.8 25
Thailand 03 @3 -42 14 24 Oct 1.0 1.5 Dec -14 -7.8 18 64.0 32.7 -7.8
Argentina 179 @ -55 8.7 52.1 Oct 483 96 Q@ 1.7 -46 na na 100 -20.3
Brazil 124 2 -02 5.0 10.7 Oct 8.2 132 Aught 0.5 -6.1 11.8 433 5.50 -2.5
Chile 181 @ 42 11.0 6.0 oOct 43 8.4 SepSt -1.8 -7.1 58 316 823 -6.9
Colombia 129 @ 249 9.8 46 Oct 34 121 Seps -4.1 -85 79 293 3,908 -70
Mexico 46 @3 -08 6.2 6.2 Oct 55 39 Sep 1.7 -3.3 7.5 168 20.7 -1.8
Peru 419 @ 35 12.6 58 Oct 4.2 8.6 Octs -3.4 -4.4 5.8 160 4.00 -9.5
Egypt 77 Q@ na 33 6.3 Oct 57 75 Q3 -43 -8.0 na na 15.7 -0.6
Israel 41 @3 24 6.1 23 oct 17 52 Sep 43 -6.1 1.1 330 3.08 8.8
Saudi Arabia -41 2020 na 22 0.8 oOct 3.1 66 @ 46 -20 na na 3.75 nil
South Africa 193 @ 4.7 49 5.1 Oct 4.4 344 Q2 1.8 -8.5 9.5 62.0 15.5 -0.5

Source: Haver Analytics. *% change on previous quarter, annual rate. TThe Economist Intelligence Unit estimate/forecast. $Not seasonally adjusted. *New series. **Year ending June. TtLatest 3 months. ¥3-month moving
average. 855-year yield. tTtDollar-denominated bonds.

Markets Commodities
9% change on: % change on: ) ) o
Index one  Dec31st index one Dec3Tst The Economist commodity-price index 9% change on
In local currency Nov 17th week 2020 Nov 17th week 2020 2015=100 Nov9th Nov 16th* month year
United States S&P 500 4,688.7 09 24.8 Pakistan KSE 46,194.4 -09 5.6 Dollar Index
United States NAScomp 15,9216 19 235 Singapore STI 3,232.7 il 13.7 All ltems 1459 1487 -7.6 10.4
China Shanghai Comp 3,537.4 13 19 South Korea KOSP! 2,962.4 1.1 3.1 Food 1310 1357 43 222
China Shenzhen Comp 2,477.0 19 6.3 Taiwan TWI 17,764.0 1.2 206 Industrials
Japan Nikkei 225 29,688.3 20 8.2 Thailand SET 16446 09 135 All 1599 1608  -152 26
Japan Topix 2,0383 1.5 129 Argentina MERV 87,5418 -8.0 709 Non-food agriculturals 1440  148.2 =140 34.2
Britain FTSE 100 7,291.2 -0.7 129 Brazil BVSP 102,948.4 2.8 =135 Metals 1646 1645  -182 -35
Canada S&P TSX 21,653.0 0.9 24.2 Mexico IPC 51,045.1 -13 | 158 Sterling Index
Euro area EURO STOXX50  4,400.8 12 239 Egypt EGX 30 11,4533 -0.2 5.6 All items 1644  169.1 50 90
France CAC 40 7,156.9 1.6 289 Israel TA-125 1,980.8 0.7 26.3
Germany DAX* 162511 1.1 185  SaudiArabia Tadawul 11,8335  -02 362 Euro Index
ltaly FTSE/MIB 27,8249 10 252 South Africa JSE AS 709423 39 194 Allitems 1397 1453 1052 155
Netherlands AEX 827.6 1.6 325 World, dev'd MSCI 3,221.0 0.6 19.7 Gold
Spain IBEX 35 8,993.4 -1.6 114 Emerging markets MSCI 1,286.9 1.0 _ 03 $ per oz 1,8240 1,861.3 5.0 -14
Poland WIG 71,5225 -1.7 254 Brent
Ru:?'5|a RTS, $ terms 1,802.5 -2.8 29.9 . $ per barrel 849 826 31 88.4
Switzerland SMI 12,600.2 16 17.7 US corporate bonds, spread over Treasuries
Turkey BIST 1,707.0 51 15.6 Dec 31st Sources: Bloomberg; CME Group; Cotlolok; Refinitiv Datastream;
Australia Al Ord. 77040 04 125 Basis points latest 2020 Fastmarkets; FT; ICCO; ICO; ISO; Live Rice Index; LME; NZ V\(opl
! - Services; Thompson Lloyd & Ewart; Urner Barry; WSJ. *Provisional.
Hong Kong Hang Seng 25,650.1 26 -5.8 Investment grade 113 136
India BSE 60,008.3 -0.6 25.7 High-yield 327 429
Indonesia IDX 66758 -0.1 17 Sources: Refinitiv Datastream; Standard & Poor's Global Fixed Income For more countries and additional data, visit

Malaysia KLSE 1,525.1 03 -6.3 Research. *Total return index. Economist.com/indicators



Graphic detail Covid-19 testing

An Immensa
cock-up

False-negative covid-19 tests in Britain
led to thousands of extra cases

MONG THE tools health officials have

used to fight covid-19, the impacts of
lockdowns, masks and vaccines have been
well-studied. Testing, whose effect is hard
to measure because it coincides with other
pandemic-control policies, has received
less attention. But thanks to a grim natural
experiment, that is now starting to change.

In September covid seemed to come to a
halt in south-western Britain. Overnight,
the positivity rate of PCR tests near Bath
and Bristol fell from 3% to 1%. Nowhere
else in England enjoyed a similar decline.

By mid-month a local volunteer group
said this apparent dip might stem from
faulty tests. A few weeks later, the group
and local scientists asked Britain’s Health
Security Agency (UKHSA) to investigate.

On October 12th the UKHSA shut down a
lab run by Immensa, a testing firm. The
agency said that the firm had incorrectly
told 43,000 infected people that they were
virus-free. The cause of the error remains
unclear. Immensa declined to comment.

As soon as the lab was closed, the re-
gion’s reported covid case rate soared. A
spokesperson for the prime minister said
that the lab errors did not cause this surge.
On November 14th, however, Thiemo Fetz-
er of the University of Warwick released a
paper showing that they probably did. It
has not yet been peer-reviewed, but offers
firm evidence thataccurate testing does in-
deed slow covid’s spread, by letting infec-
tious people know that they should isolate.

To estimate what might have happened
were it not for the snafu, Mr Fetzer built a
“synthetic control”: a group of areas whose
prior rates of vaccination, testing, and co-
vid cases and deaths matched those of the
13 most affected regions. The difference
was stark. From September 2nd to October
12th, the areas in question recorded 13,000
fewer positive tests than the control. After-
wards, they registered 21,000 more.

This implies that each faulty test may
have led to 0.6-1.6 extra cases (the range re-
flects uncertainty over how many people
who tested positive received earlier false
negatives). Based on Britain’s case-fatality
rate, this translates to 400-1,100 deaths.

Surprisingly, this toll is not the highest
that Mr Fetzer has attributed to technical
glitches. In 2020 a spreadsheet error pre-
vented Britain’s statistical service from re-
porting 15,000 covid cases to contact-trac-
ers. In an earlier study, Mr Fetzer calculat-
ed that1,500 people died as aresult. m

-> Reported covid-19 case rates in part of Britain fell and rebounded abruptly
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Builder and dismantler

Frederik Willem de Klerk, last president of apartheid South
Africa, died on November uth, aged 85

O MAKE THE close acquaintance of FW. de Klerk was to look in-

to the face of a voortrekker. Although he had been comfortably
brought up in suburban Johannesburg, his blue eyes still seemed
to stare across the veld and the mountains the Afrikaner volk had
crossed on the Great Trek in the 19th century. And his set jaw
seemed ready to declare, as he often did, the blunt-but-courteous
words: “You are wrong.”

His people had taken wagons eastwards to escape the imposi-
tion on Dutch-speaking Boers of English imperialism, English an-
ti-slavery laws and the English language. For him the Boer wars
against the British, in which his grandfather fought, were the first
anti-colonial conflicts in Africa, and the Boers were another Afri-
can tribe. His own Huguenot ancestors had arrived there in 1688.
That made him an African born and bred, through and through, as
well as one of a strictly Calvinist people destined by God’s hand to
find their dwelling place in southern Africa.

The de Klerks survived grandly. His uncle became South Afri-
ca’s prime minister in the 1950s, and his father also served in gov-
ernment. Both men built up the National Party, which in 1948 in-
troduced apartheid. Under this system it was illegal for different
races to marry, socialise, own property or work without permis-
sion across much of the country. In1970 black South Africans were
barred from citizenship and expected to move from the cities to
“Bantustans”, distinct tribal states, leaving whites as the majority.

To Frederik, as he grew up and studied behind the walls of his
own culture, this seemed how things should be. God, having creat-
ed the different races from Adam, also allotted the boundaries
where each race should live. Apartheid was Scripture, to the letter.
But then in 1993, as president, he took the whole system down.

The first step came in1990, when he vowed in Parliament to be-
gin negotiations to end it. The African National Congress (ANC),
the main group resisting apartheid, was to be unbanned and its

leader, Nelson Mandela, released from prison. Conservative MPs
were shocked, and heckled him. They knew him as a firm suppor-
ter of apartheid, especially when, as education minister, he rein-
forced it in the universities. He was also a member of the Broeder-
bond, a secret brotherhood that protected Afrikaner interests.
Now he was betraying them.

He brushed that accusation aside. First, he had always been a
pragmatist, despite the tough talk. Politics, as Bismarck said, was
the art of the possible. The silver thread in his career was loyalty to
party policy, so he proposed only as much as he thought the party
would bear. At some points he sounded ultra-conservative. At oth-
ers—as when he oversaw the repeal of the Mixed Marriages Act—
he seemed liberal, almost revolutionary.

Second, his speech was no Damascene moment. His conver-
sion had been gradual. It began when he had to deal with black and
coloured (mixed-race) clients in his first legal practice in Vereeni-
ging. As a politician after 1972, he became still more involved with
other races. By the late1980s he had started to look hard at himself,
on his knees before God, to find out where he and the party should
go. Apartheid was under increasing strain. The Bantustans were
struggling. In the slums and townships on the outskirts of cities,
where most of the black population had stayed, misery and indig-
nation were sparking into violence. And his country, beset by
sanctions, was now isolated in the world.

Publicly he boasted that South Africa could get round sanc-
tions. Privately, he knew it was teetering over the abyss. And it was
not just the economy or the violence that worried him. He was a
member of an increasingly beleaguered tribe, and his bold dis-
mantling of apartheid was not just to ease the lives of the black
majority. It was also to ensure that Afrikanerdom was saved.

The aftermath was hard. In South Africa’s first all-race elec-
tions, in1994, the ANC swept the board with two-thirds of the vote,
a share he thought unhealthy. He was appointed deputy president
in Mandela’s new Government of National Unity, which felt hu-
miliating. And working with Mandela, despite some mutual re-
spect, was a strain. When they jointly won the Nobel peace prize in
1993 he found himself seething during Mandela’s speech, biting
his tongue to keep his fury back. It wasn’t the only time. There
were silent spells, too, and arguments even in the street.

Frankly, he felt he had done more than Mandela to bring apart-
heid down. To convince his own party had been bruising. At one
peak in the terrible unrest he had defied his own generals, who
wanted to bring in martial law. The chief reason for Mandela’s
coolness towards him was that he would not apologise for apart-
heid, ordeclare it intrinsically evil. Butalmost to the end, he could
not do that.

He managed to admit the pain caused by it, and to call it “un-
fortunate”. But he still agreed with the premise. A separate-but-
equal space for each tribe to develop was not morally repugnant to
him. His own people had wanted that, when they set up indepen-
dent Boer republics in Transvaal and the Orange Free State. And it
could be a racial success. America had clobbered him, but on a vis-
it there in 1976 he had seen more racial incidents in a month than
in South Africa in ayear.

When the Truth and Reconciliation Commission spoke to him
in 1995, he defended the state security forces who had backed the
racist status quo with ever increasing violence. He denied that
they had ever been authorised to carry out killings, least of all by
him. Such abuses by rogue whites were always overplayed. And he
resented being nagged to prostrate himself. Only at the end, in a
video released posthumously, did he utter the word “wrong”.

In 1989, when he took the oath as South Africa’s president, he
refused to say “So help me God”, after the chief justice. Instead he
said clearly, in Afrikaans, “So help me the triune God, Father, Son
and Holy Spirit”. When he retired from politics and wrote his
memoirs, he gave them the bland subtitle “A New Beginning”. But
their title, much more fervent, was “The Last Trek”. m
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