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recycle CO, to make
stronger concrete? |
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PATENT NO. US 10,894,743 B2 !
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Concrete is the most used man-made material on

But before it can be used, it must first B:_cure
. |

1 k.
We've developed a new curing method, storing
200kg of CO; in every ton of cement. Mhng it ri' P
strong as regular concrete in 3 days inste“adf'of 28

for faster, more efficient construction. -
¥

If the whole precast concrete industry switched
technology, we could recycle up to 246 million tens

of CO; a year?? — equivalent to removing emissions from
53 million cars.*

See how we continue innovating for a better future at
aramco.cor:ﬂbetterfuture;carbon-curin .

T
|

'Source: Global Cement and Concrete Association
? Annual global cement production in 2019: 4.1 billion tons. Source: IEA.
3 Precast industry isEO% of total. Sources: The Business Research Col"npany &

: b Fortune Business Insights.
i *Typical passenger vehicle emits around 4.6 metric tons of CO, per year. Source: F
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HOW do you lower
‘Ne carbon footprint
of a moving truck?

MOBILE CARBON
CAPTURE

PATENT NO. US 9,486,733 B2

Over a third of all transport CO, emissions come |

from road freight." We've captured up to 40% f

of the CO, from a truck’s exhaust in recent lab ’
B— tests, storing it safely on board to offload later

for reuse or to store deep underground.

S——

If every heavy-duty truck iQ the world had our ___,uw-;*‘ .
: e could reduce CO, emissions by

R N ¥ i _—
s ~ See how we continue innovati

- forabetterfutureat
0.com/betterfuture
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Facebook has made industry leading improvements to our platforms
over the last five years, including investing $13 billion in teams and
technology to enhance safety, quadrupling our safety and security
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you more control over your information.
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Police investigating the
murder of a Conservative MP in
Britain were treating the
incident as an act of terrorism.
Sir David Amess, who repre-
sented the town of Southend,
to the east of London, was
stabbed to death while holding
one of his weekly consulta-
tions with constituents. The
suspect is a 25-year-old man
born in Britain to a Somali
family. He had reportedly once
been referred to a programme
that tries to turn youngsters
away from radicalisation.

Time for Plan B?
Health-service leaders in
Britain called for the immedi-
ate reimposition of pandemic
measures, such as masks in
public places and work-from-
home orders. Deaths from
covid-19 are at their highest
level since March, though still
less than 10% of the peak in
January. The government said
infections could reach 100,000
a day over the winter, but it
was not planning to reintro-
duce restrictions. The British
Medical Association described
that as “wilfully negligent”.

In Russia Vladimir Putin
backed a plan to keep workers
at home for a week to curb a
tide of covid-19 infections. It
will be the closest Russia has
come to alockdown.

The European Parliament
awarded its annual Sakharov
prize to Alexei Navalny, Rus-
sia’s leading opposition figure,
who has been imprisoned after
surviving an assassination
attempt by Russian agents.

Ursula von der Leyen vowed
that the European Commis-
sion will punish Poland after
its constitutional court, acting

on a legal request from the
prime minister, ruled that
parts of the EU treaties are not
compatible with Polish law.
The commission president’s
threat is directed against
Polish access to some €57bn
($66bn) in funds for recovery
from the pandemic.

A primary involving members
of six opposition parties in
Hungary chose Peter Marki-
Zay, the mayor of a small town,
as their joint candidate to take
on Viktor Orban, the prime
minister, in elections due next
spring. The parties will also
field joint candidates for all
parliamentary seats.

A panel of senators in Brazil
recommended in a draft report
that Jair Bolsonaro, the presi-
dent, be charged with crimes
against humanity, among
other things, for playing down
the covid-19 virus and failing
to tackle it. Mr Bolsonaro, who
has told Brazilians to “stop
whining” about the disease, is
unlikely to stand trial. More
than 600,000 of his country-
men have died.

Thousands of people protested
in El Salvador against Presi-
dent Nayib Bukele. Salvador-
eans are angry about the
introduction of bitcoin as legal
tender and decisions that have
eroded democracy, such as the
dismissal of judges. Respond-
ing to the protests, Mr Bukele
changed his Twitter profile to
“Emperor of El Salvador”.

A group of17 American and
Canadian missionaries,
including children, were ab-
ducted by a gang in Haiti. The
Caribbean country already had
one of the highest kidnapping
rates in the world, but the
security situation has deterio-
rated since the assassination
in July of the then president,
Jovenel Moise. Emboldened
gangs are vying for territory.

Seven people were killed and
dozens injured in Lebanon
when gunfire broke outata
protest against the judge in-
vestigating last year’s explo-
sion at Beirut’s port. The rally
was organised by the country’s

two main Shia parties,
Hizbullah and Amal, which are
unhappy with the probe. They
blamed the violence on a
Christian faction, which
denied involvement.

Abomb attack on an army bus
in Damascus killed 14 people,
according to Syrian state
media. Though the country is
still fighting a decade-old civil
war, attacks in the capital have
become rare. No group claimed
responsibility, but the army
responded by shelling the
opposition-held Idlib region,
reportedly killing ten people.

The Democratic Republic of
Congo accused Rwandan
troops of crossing its border
and invading several villages,
leading to clashes with Congo-
lese soldiers. Rwanda said its
men were only chasing smug-
glers and that it wished to
maintain friendly relations.

Ethiopia bombed Mekelle, the
main city in the breakaway
province of Tigray, in an esca-
lation of the year-long civil
war. Abiy Ahmed, Ethiopia’s
prime minister, also threat-
ened to stop all food aid com-
ing into the country. That
would further hamper efforts
to avert famine in Tigray,
which is under a blockade.

Deleting its profile

Microsoft said it would shut
down its local version in
China of LinkedIn, a profes-
sional networking site. A
LinkedIn executive wrote that
the service was facing a “sig-
nificantly more challenging
operating environment” there.

China denied reports that it
had tested a nuclear-capable
hypersonic missile in August.
It was subsequently reported
that there had been two tests,
the firstin July.

North Korea confirmed that it
had tested a new submarine-
launched ballistic missile,
which it is prohibited from
doing by the UN. The missile
landed in the Sea of Japan. The
launch comes against a back-
drop of increasing missile

|
Coronavirus data

To 6am GMT October 21st 2021

Weekly confirmed cases by area, m

United States i

Western
Europe | J¥

2020

2021

Estimated global excess deaths, m
With 95% confidence interval 16.4

10.1 I 19.1

I ;o official covid-19 deaths

Vaccine doses given per 100 people
By country-income group

Low income 5
Lower-middle 54
Upper-middle 127
High income 134

Sources: Johns Hopkins University CSSE;
Our World in Data; UN; World Bank;
The Economist’s excess-deaths model

- For our latest coverage
please visit economist.com/
coronavirus

tests by both North and South
Korea in recent weeks,
causing concern about an
accelerating arms race.

Floods and landslides killed
more than 150 people in India
and Nepal after heavy rain
that lasted several days. The
subcontinent’s monsoon
generally recedes by October,
but changing weather
patterns have made it more
unpredictable.

India has now dispensed 1bn
covid-19 vaccines. More than
60% of the population has
received one jab, and around a
quarter have had two doses.

America’s Justice Department
asked the federal Supreme
Court to suspend alaw in
Texas that in effect bans
abortion, arguing that it
contravenes decades of con-
stitutional precedent. The law
has been crafted in such a way
as to allow private citizens to
sue anyone who assists in an
abortion. Its backers say that
islegally a deterrent, and not
a ban.
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Britain’s annual rate of
inflation dipped slightly to
3.1% in September, pulled
down by a fall in restaurant
prices. As in other countries,
inflation is expected to remain
high because of the dual
crunch in energy markets and
supply chains. Speaking before
the release of the data, Andrew
Bailey, the governor of the
Bank of England, said that
action might be needed to
tame inflationary pressures.
Some saw this as a sign that
the central bank will raise
interest rates before Christ-
mas, though Mr Bailey sug-
gested he is more concerned
about taming prices over the
medium term.

Jens Weidmann announced
that he would step down as
president of Germany's
Bundesbank, a position he has
held since 2011. As a leading
hawk on the European Central
Bank’s council, Mr Weidmann
was a vocal critic of quantita-
tive easing, saying in 2019 that
the ECB had overreacted to the
euro zone’s slowdown. In
remarks this week he warned
central bankers “not to lose
sight of prospective inflation-
ary dangers”.

Demand for supply

European gas prices surged
again, after a closely watched
auction of pipeline capacity
suggested that Russia will not
increase its supply in the
coming weeks. Russia provid-
ed 43% of the European
Union’s gas imports last year.
The Kremlin denies it is with-
holding supplies as a way of
pressing Germany to certify
Russia’s recently completed
Nord Stream 2 pipeline. In
Germany a senior Green poli-
tician accused Russia of black-
mail and said the pipeline
should not get a permit.

Tesla reported quarterly
records for both revenue
($13.8bn) and net profit
($1.6bn). The electric-carmaker
delivered its most vehicles
ever in the quarter, overcom-
ing a shortage of chips that has
putadentin the sales figures
of other car companies.

America’s first bitcoin-linked
exchange-traded fund listed
in New York. Investments are
made in bitcoin futures, not
the cryptocurrency itself. The
price of a bitcoin reached a
new high, rising above $67,000
for the first time.
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Hit by a shortage of coal, which
powers two-thirds of its elec-
tricity generation, China’s GDP
grew by just 4.9% in the third
quarter, year on year. Amid
rolling blackouts, industrial
production expanded by only
3.1% in September. A spate of
covid-19 outbreaks, leading to
severe localised lockdowns,
has also knocked the economy.

Another factor dragging on
Chinese GDP is the fallout from
financial troubles at
Evergrande, a big property
developer. As Evergrande
approached a deadline to settle
payments, Sinic, another
developer, defaulted on a

bond. China’s economic data
revealed that outputin the
property sector has shrunk.

The 1MF is looking for a new
chief economist. Gita
Gopinath is leaving the job in
January and returning to her
academic position at Harvard.

Y viva Espaiia

Jack Ma reportedly made his
first trip abroad—a holiday in
Spain—since his run-in with
regulators in China a year ago
and subsequent government
campaign against big tech. The
share price of Alibaba, the
e-commerce giant founded by
Mr Ma, jumped in response to
the news that he had been let
out of the country. The compa-
ny also unveiled a new chip to
increase its cloud-computing
capabilities.

Another 4.4m subscribers
signed up to Netflix in the
third quarter, taking its total
customer base to 214m. North
America still accounts for the
biggest chunk of revenue at the
streaming service, though
Europe (and the Middle East) is
closing the gap in the number
of most users: 70.5m com-
pared with 74m in North
America. Netflix’s production
schedule was disrupted by
covid-19 but is now back on

wAsE

track and it is releasing oodles
of new content in the coming
months. It is also acquiring the
rights to Roald Dahl’s stories.

More than two years after its
disastrous attempt to go public
through an 1po was dropped
when its valuation failed to
live up to the hype, WeWork
was set to debut on the stock-
market through a merger with
a special-purpose acquisition
company. The provider of
office space is no longer
offering free beer, but is still
making heavy losses.

Italia Trasporto Aereo made
its maiden flight as Italy’s
state-owned airline. A slimmer
version of Alitalia, which has
now stopped operating, ITA
has the same colours as its
predecessor and is wholly
owned by the government.

Facebook was reportedly
preparing to change its name
to capture its role across the
“metaverse”, which it has
described as “a new phase of
interconnected virtual experi-
ences”. Back in the physical
universe, the company
reached a settlement with the
American government over
claims that it unlawfully re-
served jobs for immigrants and
refused to consider American
workers for some positions.
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Instant economics

A real-time revolution in economics could make the world better off

OES ANYONE really understand what is going on in the world
D economy? The pandemic has made plenty of observers look
clueless. Few predicted $80 oil, let alone fleets of container
ships waiting outside Californian and Chinese ports. As covid-19
let rip in 2020, forecasters overestimated how high unemploy-
ment would be by the end of the year. Today prices are rising
faster than expected and nobody is sure if inflation and wages
will spiral upward. For all their equations and theories, econo-
mists are often fumbling in the dark, with too little information
to pick the policies that would maximise jobs and growth.

Yet, as we report this week, the age of bewilderment is start-
ing to give way to greater enlightenment (see Briefing). The
world is on the brink of a real-time revolution in economics, as
the quality and timeliness of information are transformed. Big
firms from Amazon to Netflix already use instant data to moni-
tor grocery deliveries and how many people are glued to “Squid
Game”. The pandemic has led governments and central banks to
experiment, from monitoring restaurant bookings to tracking
card payments. The results are still rudimentary, but as digital
devices, sensors and fast payments become ubiquitous, the abil-
ity to observe the economy accurately and speedily will improve.
That holds open the promise of better public-sector decision-
making—as well as the temptation for governments to meddle.

The desire for better economic data is hardly
new. America’s GNP estimates date to 1934 and
initially came with a 13-month time lag. In the
1950 a young Alan Greenspan monitored
freight-car traffic to arrive at early estimates of
steel production. Ever since Walmart pioneered
supply-chain management in the 1980s private-
sector bosses have seen timely data as a source
of competitive advantage. But the public sector
has been slow to reform how it works. The official figures that
economists track—think of Gpp or employment—come with
lags of weeks or months and are often revised dramatically. Pro-
ductivity takes years to calculate accurately. It is only a slight ex-
aggeration to say that central banks are flying blind.

Bad and late data can lead to policy errors that cost millions
of jobs and trillions of dollars in lost output. The financial crisis
would have been a lot less harmful had the Federal Reserve cut
interest rates to near zero in December 2007, when America en-
tered recession, rather than in December 2008, when econo-
mists at last saw it in the numbers. Patchy data about a vast in-
formal economy and rotten banks have made it harder for In-
dia’s policymakers to end their country’s lost decade of low
growth. The European Central Bank wrongly raised interest rates
in 2011 amid a temporary burst of inflation, sending the euro
area back into recession. The Bank of England may be about to
make a similar mistake today (see Leader).

The pandemic has, however, become a catalyst for change.
Without the time to wait for official surveys to reveal the effects
of the virus or lockdowns, governments and central banks have
experimented, tracking mobile phones, contactless payments
and the real-time use of aircraft engines. Instead of locking
themselves in their studies for years writing the next “General

Theory”, today’s star economists, such as Raj Chetty at Harvard
University, run well-staffed labs that crunch numbers. Firms
such as JPMorgan Chase have opened up treasure chests of data
on bank balances and credit-card bills, helping reveal whether
people are spending cash or hoarding it.

These trends will intensify as technology permeates the
economy. A larger share of spending is shifting online and trans-
actions are being processed faster (see Leader). Real-time pay-
ments grew by 41% in 2020, according to McKinsey, a consultan-
cy (India registered 25.6bn such transactions). More machines
and objects are being fitted with sensors, including individual
shipping containers that could make sense of supply-chain
blockages. Govcoins, or central-bank digital currencies (CBDCS),
which China is already piloting and over 50 other countries are
considering, might soon provide a goldmine of real-time detail
about how the economy works.

Timely data would cut the risk of policy cock-ups—it would
be easier to judge, say, if a dip in activity was becoming a slump.
And the levers governments can pull will improve, too. Central
bankers reckon it takes 18 months or more for a change in inter-
est rates to take full effect. But Hong Kong is trying out cash
handouts in digital wallets that expire if they are not spent
quickly. cBDCs might allow interest rates to fall deeply negative.
Good data during crises could let support be
precisely targeted; imagine loans only for firms
with robust balance-sheets but a temporary li-
quidity problem. Instead of wasteful universal
welfare payments made through social-securi-
ty bureaucracies, the poor could enjoy instant
income top-ups if they lost their job, paid into
digital wallets without any paperwork.

The real-time revolution promises to make
economic decisions more accurate, transparent and rules-
based. But it also brings dangers. New indicators may be misin-
terpreted: is a global recession starting or is Uber just losing
market share? They are not as representative or free from bias as
the painstaking surveys by statistical agencies. Big firms could
hoard data, giving them an undue advantage. Private firms such
as Facebook, which launched a digital wallet this week (see Busi-
ness section), may one day have more insight into consumer
spending than the Fed does.

Know thyself

The biggest danger is hubris. With a panopticon of the economy,
it will be tempting for politicians and officials to imagine they
can see far into the future, or to mould society according to their
preferences and favour particular groups. This is the dream of
the Chinese Communist Party, which seeks to engage in a form
of digital central planning.

In fact no amount of data can reliably predict the future. Un-
fathomably complex, dynamic economies rely not on Big Broth-
er but on the spontaneous behaviour of millions of independent
firms and consumers. Instant economics isn’t about clairvoy-
ance or omniscience. Instead its promise is prosaic but transfor-
mative: better, timelier and more rational decision-making. m
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Nigeria

The crime scene at the heart of Africa

Insurgency, secessionism and banditry threaten Nigeria. The government should wake up

ITTLE MORE than six decades ago, as Nigeria was nearing in-

dependence, even those who were soon to govern Africa’s
largest country had their doubts about whether it would hold to-
gether. British colonists had drawn a border around land that
was home to more than 250 ethnic groups. Obafemi Awolowo, a
politician of that era, evoked Metternich, fretting that “Nigeria is
not a nation. It is a mere geographical expression.”

The early years of independence seemed to prove him right.
Coup followed coup. Ethnic pogroms helped spark a civil war
that costim lives, as the south-eastern region calling itself Biafra
tried to break away and was ruthlessly crushed. Military rule was
the norm until 1999. Despite this inauspicious start, Nigeria is
now a powerhouse. Home to one in six sub-Saharan Africans, it
is the continent’s most boisterous democracy. Its economy, the
largest, generates a quarter of Africa’s Gbp. Nollywood makes
more titles than any other country’s film industry bar Bolly-
wood. Three of sub-Saharan Africa’s four fintech “unicorns”
(startups valued at more than $1bn) are Nigerian.

Why, then, do most young Nigerians want to emigrate? One
reason is that they are scared. Jihadists are carving out a caliph-
ate in the north-east; gangs of kidnappers are terrorising the
north-west; the fire of Biafran secessionism has been rekindled
in the oil-rich south-east. The violence threatens not just Nige-
ria’s 2oom people, but also the stability of the
entire region that surrounds them.

Readers who do not follow Nigeria closely
may ask: what’s new? Nigeria has been corrupt
and turbulent for decades. What has changed of
late, though, is that jihadism, organised crime
and political violence have grown so intense
and widespread that most of the country is slid-
ing towards ungovernability (see Middle East &
Africa section). In the first nine months of 2021 almost 8,000
people were directly killed in various conflicts. Hundreds of
thousands more have perished because of hunger and disease
caused by fighting. More than 2m have fled their homes.

The jihadist threat in the north-east has metastasised. A few
years ago, an area the size of Belgium was controlled by Boko Ha-
ram, a group of zealots notorious for enslaving young girls. Now,
Boko Haram is being supplanted by an affiliate of Islamic State
that is equally brutal but more competent, and so a bigger dan-
ger to Nigeria. In the south-east, demagogues are stirring up eth-
nic grievances and feeding the delusion that one group, the Ig-
bos, can walk off with all the country’s oil, the source of about
half of government revenues. President Muhammadu Buhari
has hinted that Biafran separatism will be dealt with as ruthless-
ly now as it was half a century ago.

Meanwhile, across wide swathes of Nigeria, a collapse in se-
curity and state authority has allowed criminal gangs to run
wild. In the first nine months of this year some 2,200 people
were kidnapped for ransom, more than double the roughly 1,000
abducted in 2020. Perhaps a million children are missing school
for fear that they will be snatched.

Two factors help explain Nigeria’s increasing instability: a
sick economy and a bumbling government. Slow growth and

two recessions have made Nigerians poorer, on average, each
year since oil prices fell in 2015. Before covid-19, fully 40% of
them were below Nigeria’s extremely low poverty line of about
$1a day. If Nigeria’s 36 states were stand-alone countries, more
than one-third would be categorised by the World Bank as “low-
income” (less than $1,045 a head). Poverty combined with stag-
nation tends to increase the risk of civil conflict.

Economic troubles are compounded by a government that is
inept and heavy-handed. Mr Buhari, who was elected in 2015,
turned an oil shock into a recession by propping up the naira and
barring many imports in the hope this would spur domestic pro-
duction. Instead he sent annual food inflation soaring above
20%. He has failed to curb corruption, which breeds resent-
ment. Many Nigerians are furious that they see so little benefit
from the country’s billions of petrodollars, much of which their
rulers have squandered or stolen. Many politicians blame rival
ethnic or religious groups, claiming they have taken more than
their fair share. This wins votes, but makes Nigeria a tinderbox.

When violence erupts, the government does nothing or
cracks heads almost indiscriminately. Nigeria’s army is mighty
on paper. But many of its soldiers are “ghosts” who exist only on
the payroll, and much of its equipment is stolen and sold to in-
surgents. The army is also stretched thin, having been deployed
to all of Nigeria’s states. The police are under-
staffed, demoralised and poorly trained. Many
supplement their low pay by robbing the public
they have sworn to protect.

To stop the slide towards lawlessness, Nige-
ria’s government should make its own forces
obey the law. Soldiers and police who murder or
torture should be prosecuted. That no one has
been held accountable for the slaughter of per-
haps 15 peaceful demonstrators against police abuses in Lagos
last year is a scandal. The secret police should stop ignoring
court orders to release people who are being held illegally. This
would not just be morally right, but also practical: young men
who see or experience state brutality are more likely to join ex-
tremist groups.

Things don’t have to fall apart

Second, Nigeria needs to beef up its police. Niger state, for in-
stance, has just 4,000 officers to protect 24m people. Local cops
would be better at stopping kidnappings and solving crimes
than the current federal force, which is often sent charging from
one trouble spot to another. Money could come from cutting
wasteful spending by the armed forces on jet fighters, which are
not much use for guarding schools. Britain and America, which
help train Nigeria’s army, could also train detectives. Better pol-
icing could let the army withdraw from areas where it is pouring
fuel on secessionist fires.

The biggest barrier to restoring security is not a lack of ideas,
nor of resources. It is the complacency of Nigeria’s cosseted po-
litical elite—safe in their guarded compounds and the well-de-
fended capital. Without urgent action, Nigeria may slip into a
downward spiral from which it will struggle to emerge. m
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Monetary policy

Don’t jump the gun

The Bank of England should not raise interest rates until 2022

RITAIN IS UNIQUELY exposed to the malign forces troubling

the world economy. It gets two-fifths of its energy from natu-
ral gas, which is in short supply. Trade flows are worth more than
half of its Gbp, making bunged-up supply chains particularly
painful. Brexit has exacerbated its labour shortage and disrupt-
ed trade further. It even has a high rate of covid-19 infections,
posing a lingering threat to consumer confidence, though more
than 90% of the population has antibodies against the disease.

Could a central-bank mistake soon be added to the list of pro-
blems? The Bank of England has encouraged markets to expect
interest-rate rises sooner than in other big rich countries. In
mid-September investors began betting that interest rates
would start rising in December. This week com-
ments by Andrew Bailey, the bank’s governor,
led traders to place about an 80% chance on a
rate increase on November 4th. Our reading of
Mr Bailey’s remarks—which, admittedly, were
imprecisely worded—suggests that the markets

Interest-rate expectations
Britain, instantaneous forward curve, %
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impaired should take comfort from the fact that the government
is already turning off some stimulus. The furlough scheme,
which helped pay the wages of staff who were temporarily laid
off, finished at the end of September. A temporary boost to wel-
fare benefits worth an annual £6bn (0.3% of GDP) lapsed at
around the same time. The government has announced tax rises
worth an annual £12bn, to take effect from April. Tighter fiscal
policy gives policymakers time to see how the economy re-
sponds. The bank’s November meeting would be a poor time to
jump the gun, because data on the jobs market’s response to the
end of the furlough scheme will not yet be available.

The bank is troubled by the risk of inflation expectations ris-
ing, baking in persistent price increases as
workers demand higher wages and firms’ costs
rise. It is a reasonable concern. Several mea-
sures of inflation expectations have drifted up-
ward and average wage growth is curiously
strong. Britain, unlike America and the euro
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are getting ahead of themselves. The governor
has promised only to be vigilant (see Britain
section). And yet the bank has not disabused
bond desks of the notion that a series of rate rises is imminent.

That is worrying. Inflation has risen to over 3% and will prob-
ably reach around 5% by the spring. But many of the forces push-
ing it up, such as energy-price increases, should prove tempor-
ary. The normal approach is to disregard inflation when it is
caused by supply disruptions rather than by an overheating
economy. The bank did this in 2011 when commodity prices rose
and inflation reached 5.2%, and did so again after the Brexit ref-
erendum sent sterling tumbling in 2016, making imports more
expensive. On both occasions high inflation subsided.

Those who worry that, in contrast to those episodes, the la-
bour market is running too hot or supply could be permanently

o 1 2

3

Years ahead

zone, did not have persistently below-target in-
flation before the pandemic, meaning the pub-
lic may be more accustomed to price rises.

On present trends, the Old Lady would have to raise rates be-
fore other central banks, such as the Federal Reserve, in 2022.
But tightening monetary policy to preserve long-term credibili-
ty, rather than because it is warranted by underlying economic
conditions, is more typical of emerging markets than the rich
world. That it may be necessary is a sign of Britain’s fragility.

Whatever policy they follow, rate-setters should communi-
cate theirintentions more clearly. One has even suggested that if
markets price in higher rates, tightening financial conditions,
that might slow the economy sufficiently to avoid monetary
policymakers having to follow through—an approach that
would create a credibility problem all of itsown. m
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Democracy in the EU

An October revolution

A backlash against bad government in eastern Europe is at last under way

ORRUPTION, AUTOCRACY, overbearing government—these

were the perils many hoped eastern Europe was escaping
when its fledgling democracies joined the European Union in
the early 2000s. Instead, the rest of Europe now worries, the
eastern members have simply smuggled these vices into the Eu.

One of the biggest offenders is Poland. First the government
in Warsaw stacked its constitutional court with pliant judges
and then got them to rule that the Polish constitution can over-
ride the European treaties—an assault on a basic principle of EU
membership. Viktor Orban, Hungary’s long-serving prime min-
ister, has bullied political opponents, critical media outlets and
gay Hungarians, among others.

Sleaze, meanwhile, is smothering economies across much of

the former Soviet empire. The most motivated citizens vote with
their feet and seek a better future in the West, hollowing out the
places they leave behind. That can become a self-reinforcing dy-
namic, giving a boost to conservative, rural, populist outfits,
such as Law and Justice, Poland’s ruling party, Mr Orban’s Fidesz
Or GERB, the Bulgarian group headed by Boyko Borisov, a former
prime minister and prime figure in various scandals.

Until this month, there had been only the odd flicker of resis-
tance amid the gloom of bad government. One came in 2019,
with the election of Zuzana Caputova, an environmental and an-
ti-corruption campaigner, as president of Slovakia. Last year an-
other activist was elected president of nearby Moldova (which is
not a part of the Eu). And earlier this year Mr Borisov failed to
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» win a fourth term as Bulgaria’s prime minister—although his
opponents have not yet managed to form a government.

October has seen a refreshing change of pace. On the 9th An-
drej Babis, the Czech Republic’s plutocratic leader, fared badly at
the polls. He now looks set to be ousted as prime minister by a ri-
val coalition (though he may step in as temporary president,
since the incumbent is ill). One of the factors that seems to have
led to his defeat was his appearance in the Pandora papers, a
trove of documents revealing public figures’ use of shell compa-
nies, tax havens and other tricks of the footloose rich. Mr Babis,
like Mr Borisov, denies any wrongdoing.

The same day, in an unrelated corruption scandal, the chan-
cellor of Austria, Sebastian Kurz, resigned after his coalition
partners threatened to bring down the government if he did not.
Mr Kurz also insists he has done nothing wrong. Across central
and eastern Europe, voters’ tolerance for the alleged shenani-
gans of their rulers seems to be running out.

Even Mr Orban is under pressure (see Europe section). Hun-
gary’s six main opposition parties, generally as much at each
other’s throats as at his, have at last managed what they had pre-

Leaders

viously always failed to do: to form a united front. In a process
that was admittedly a little fractious, they agreed not to compete
against one another in parliamentary elections and selected a
joint candidate for prime minister. Fidesz’s fourth electoral tri-
umph in a row no longer seems inevitable.

At the same time, and none too soon, the EU itself is getting
tough with Hungary and Poland. The European Commission is
sitting on hundreds of billions of euros allocated to help escape
the slump brought on by the pandemic. Each member country is
entitled to a big dollop, but the commission must approve their
spending plans before it disburses the cash. Citing problems
with the rule of law, it has so far refused to give Hungary or Po-
land their share. If the courts are unsound, the thinking runs,
then the EU’s cash is unsafe. It may use a similar argument to de-
lay the distribution of other funds.

The row seems arcane, but it may be the first moment the Eu
has done more than tut-tut about the erosion of democracy in its
eastern half. How far it is willing to go remains to be seen. But if
itsleaders’ constant talk of European values is to have any mean-
ing, it will have to be firm. Glory to October! m

The geopolitics of money

Be swift, be bold

If Western countries and firms want to stay in charge of global money flows, they have to modernise how they happen

N THE PAST few years the Western-led infrastructure behind
Iglobalisation has fallen into disrepair even as China has been
building credible alternatives. The World Trade Organisation is
in tatters, the IMF and World Bank are struggling for relevance
and tarnished by scandal, and no one can agree on global rules to
govern technology.

There is an exception to this dismal picture: the global pay-
ments system that underpins the dominance of Western curren-
cies, particularly the dollar. Over the past year one of its main
networks, SWIFT, carried $140trn of transactions, a record level
and the equivalent of about 150% of global GDP. It is an impres-
sive sum but more must be done to modernise the payments ar-
chitecture if its pre-eminence is to last.

The way money flows around the world is
still overwhelmingly under the control of liber-
al democracies. Payments typically happen in
the dollar and to a lesser extent the euro, pound
and yen. This is, on balance, good for the world,
providing a reliable system governed by law. It
is certainly good for Western countries, bolster-
ing their legal norms, firms and influence.

Behind it lie myriad institutions, from banks to New York’s
clearing-houses. Despite its importance, SWIFT, owned by global
banks and founded in the 1970s, is an obscure part of all this. It
connects 11,000 banks in over 200 countries, providing a mes-
saging system for transactions. Although it is based in Europe, it
is an accidental linchpin of American influence, with JPMorgan
Chase alone accounting for 24% of swIFT dollar volumes.

The threat to SWIFT comes from several sides (see Finance &
economics section). Its own record is patchy. In 2016 North Kor-
ean hackers used stolen SWIFT credentials to steal $81m from the
Bangladeshi central bank. America is complacent about the dol-
lar system. It has used SWIFT to pursue politicised sanctions,
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giving countries an incentive to develop alternatives. In addi-
tion, America has been slow to upgrade payments systems at
home or to develop a central-bank digital currency, and Con-
gress is critical of the Federal Reserve’s stabilising global role.

Meanwhile big tech firms, credit-card networks and banks
are keen to create alternatives. On October 19th Facebook
launched its digital wallet. Innovation is welcome, but if only a
few firms dominate, fees will rise and poorer countries suffer.
And China is trying its own payments system, called c1ps, and a
central-bank digital currency. It has just asked McDonald’s to
adopt the e-yuan in its Chinese branches.

Rather than assume that the dominance of payments is their
birthright, democracies should ensure their
systems are faster, cheaper and safer so that

12 they remain firms’ first choice on merit. SWIFT
has upgraded its network and says that 92% of
large transfers on its high-speed pipes happen
within a day. Not all kinds of financial-market
transactions need to be settled at once (see But-
tonwood) but swiFT should aim for its pay-
ments to be instantaneous. Another goal
should be to connect to more real-time domestic payments net-
works, which are live in 65 countries. This may cost money, but
SWIFT’S capital expenditure in 2020 was $56m, less than a fifth of
the budget of payments giants such as Ant Group and Visa.

The hardest task will be to reform SWIFT's governance. Its
board is packed with European banks, which was justifiable in
the 1970s when they dominated cross-border finance, but now
looks anachronistic. The board’s 25 seats include just two Amer-
ican firms and a single Chinese one. India and Brazil have none.
America and Asia should be better represented, even as liberal
democratic countries remain in control. When a house needs
renovating a good place to start is the plumbing. m
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Pakistan and Afghanistan
You repeated stale accusations
about Pakistan’s role in
Afghanistan (“Now what?”,
October 9th). Industrial-scale
corruption, the government’s
loss of credibility among the
Afghan people, internecine
squabbling, Ashraf Ghani
placing himself above the
national interest and an in-
transigence towards dialogue
were the real and only reasons
behind the fall of Kabul.

Every country, and its
armed forces, has a responsi-
bility to safeguard its national
interest as it deems fit, espe-
cially when hostile forces are
operating in its backyard.
Pakistan has paid a heavy price
for supporting the American-
led war on terror, with over
80,000 casualties. After 9/11
Pakistan extended full in-
telligence co-operation to the
West, which resulted in the
dismantling of al-Qaeda and
the capture of hundreds of its
operatives. It is regrettable that
neither Pakistan’s concerns,
nor our repeated exhortations
for a more realistic approach,
were ever really heeded. Our
views were always processed
through a jaundiced lens, and
reduced to calls to “do more”.

Moreover, comparing Paki-
stan’s economy with that of its
regional peers is as odious as it
is simplistic. None of the
regional countries was part of
the West’s war on terrorism in
the way Pakistan was, none
faced the security fallout, and
none incurred economic
losses of more than $150bn.

If Pakistan wants other
countries to help stabilise
Afghanistan, it is because we
do not want the world to repeat
the mistakes of the past by
abandoning Afghanistan and
leaving a vacuum for terrorists.
Itis clear that the consequenc-
es would be no different this
time around. While a deterio-
rating security situation and
the subsequent refugee crisis
will hurt Pakistan immedi-
ately, it will impact the West
eventually.

MUNEER AHMAD

First secretary (press)
Pakistan High Commission
London

Your thoughtful leader on
Pakistan argued that the West
has a good chance of influenc-
ing Islamabad because the
elite “send their children to
American and European uni-
versities and holiday in Lon-
don and Paris” (“An all-weather
frenemy”, October 9th). The
penchant for nice destinations
among problematic leaders is
nothing new. Chinese and
Russian bigwigs love Amer-
ican and European places, both
for leisure and to educate their
offspring. Even Kim Jong Un
went to school in Switzerland.
Svetlana Alliluyeva, Stalin’s
only daughter, dashed off to
America at the first opportuni-
ty. None of these instances led
to improved relations, so
perhaps one shouldn’t put too
much faith in similar behav-
iour in Pakistan.

MICHAEL KUTTNER

Stege, Denmark

A racial first

The review of “Blood and
Ruins” claimed that the Amer-
ican navy was white-only until
1942 (“Graveyard of empires”,
October 2nd). African-Amer-
icans were allowed in the navy
before 1942, although mostly
for menial work. Doris Miller,
a cook on the uss West
Virginia, was the first black
man to be awarded the Navy
Cross for his heroic actions
when the ship was bombed
during the attack on Pearl
Harbour on December 7th 1941.
DAVID JONES

Abu Dhabi

Required reading

I read with interest Schumpe-
ter's column regarding bosses
writing memoirs and guidance
books (October 2nd). The
former chief executive of
Admiral Group, Henry Engel-
hardt, always had a nice turn of
phrase, introspection and
self-awareness introducing
our annual reports. He also
uttered many Henryisms,
printed on T-shirts for staff on
his last day in the office. I often
wondered whether he would
write his own book, and dur-
ing the pandemic he did just
that. It was a guidance book for

the company’s entire manage-
ment to help them and get the
best out of their staff. No
reward or publicity (though it
was eventually published), just
a desire to improve the perfor-
mance and well-being of the
staff working for the company
he co-founded, even though it
was years since he was in
charge. Perhaps it should be
read more widely.

GARETH ROWLANDS

Bridgend, South Wales

America’s forgotten inferno
The Chicago fire was indeed a
tragic event (“From the ashes”,
October 9th). However, an even
greater tragedy happened that
same day, 250 miles north in
Peshtigo, Wisconsin. Whereas
the Chicago fire spread over 3.3
square miles and killed 300
people, the Peshtigo fire
covered 2,344 square miles
with an estimated death toll of
1,200 t0 2,400. By any measure
the Peshtigo fire was much
larger, more destructive, and
more deadly. It remains to this
day the deadliest fire in Amer-
ican history, but because the
blaze in Chicago occurred at
the same time it has been
mostly overlooked.

JOHN HOHOL

Madison, Wisconsin

Ethiopians would suffer
It was rather vexing to see The
Economist join the spiteful
campaign to remove Ethiopia’s
trade benefits under America’s
African Growth and Opportu-
nity Act (“No favours for
killers”, October 9th). The
investments in light manufac-
turing that this preferential
trade agreement attracts are by
Nno means a major source of tax
revenue or foreign exchange
for the Ethiopian government,
which you want to punish for
expelling a handful of UN
diplomats. This misguided
sanction would only end up
destroying more than 100,000
jobs directly, and hurt the
livelihoods of almost a million
semi-skilled, mostly female
workers who toil below the
poverty line.

The irony must have been
lost on those who advocate

such a malicious policy
response in the name of
humanitarian intervention.
TIGLUN MANAYE MANDEFRO
Hawassa, Ethiopia

Learning through play
Although the formal study of
Latin, Greek and ancient histo-
ry in Britain today is indeed
“concentrated in fee-paying
and academically selective
state schools” (“Bearing gifts,”
October 2nd), a new generation
is being schooled in the period
in a novel and entertaining
way. Over 1om copies of “Assas-
sin’s Creed Odyssey”, an action
role-playing video game, have
been sold worldwide. The
game is set in the years 431-422
BC and introduces characters
and events in a way that
should encourage players from
all classes and races to seek
more information. This would
appeal to Socrates, who be-
lieved that “Education is the
kindling of a flame, not the
filling of a vessel.”

MICHAEL LAGGAN

Newton of Balcanquhal,
Perthshire

A physical being

Your review of “God: An Anato-
my” suggests that the book’s
author, Francesca Stavrako-
poulou, has illustrated in a
dramatic way the truth of
Voltaire’s remark that if God
has created us in His image, we
have more than returned the
compliment (“With his out-
stretched arm”, October 2nd).
NEVILLE MOSES

Sydney

Surely God, to the extent that
she exists, is a woman. And
she walks among us incarnate.
Anyone who has stood in the
presence of a Renoir or
watched a Sophia Loren movie
can be in no doubt.

R. POETON

Lenox, Massachusetts

Letters are welcome and should be
addressed to the Editor at

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

More letters are available at:
Economist.com/letters
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Briefing Third-wave economics
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The real-time revolution

SALINA, KANSAS

How the pandemic reshaped the dismal science

S PART OF his plan for socialism in the
early 1970s, Salvador Allende created
Project Cybersyn. The Chilean president’s
idea was to offer bureaucrats unprecedent-
ed insight into the country’s economy.
Managers would feed information from
factories and fields into a central database.
In an operations room bureaucrats could
see if production was rising in the metals
sector but falling on farms, or what was
happening to wages in mining. They would
quickly be able to analyse the impact of a
tweak to regulations or production quotas.
Cybersyn never got off the ground. But
something curiously similar has emerged
in Salina, a small city in Kansas. Salina3sii, a
local paper, has started publishing a “com-
munity dashboard” for the area, with rap-
id-fire data on local retail prices, the num-
ber of job vacancies and more—in effect,
an electrocardiogram of the economy.
What is true in Salina is true for a grow-
ing number of national governments.
When the pandemic started last year bu-
reaucrats began studying dashboards of
“high-frequency” data, such as daily air-

port passengers and hour-by-hour credit-
card-spending. In recent weeks they have
turned to new high-frequency sources, to
get a better sense of where labour short-
ages are worst or to estimate which com-
modity price is next in line to soar. Econo-
mists have seized on these new data sets,
producing a research boom (see chart 1 on
next page). In the process, they are influ-
encing policy as never before.

This fast-paced economics involves
three big changes. First, it draws on data
thatare notonly abundant butalso directly
relevant to real-world problems. When
policymakers are trying to understand
what lockdowns do to leisure spending
they look at live restaurant reservations;
when they want to get a handle on supply-
chain bottlenecks they look at day-by-day
movements of ships. Troves of timely,
granular data are to economics what the
microscope was to biology, opening a new
way of looking at the world.

Second, the economists using the data
are keener on influencing public policy.
More of them do quick-and-dirty research

in response to new policies. Academics
have flocked to Twitter to engage in debate.

And, third, this new type of economics
involves little theory. Practitioners claim
to let the information speak for itself. Raj
Chetty, a Harvard professor and one of the
pioneers, has suggested that controversies
between economists should be little differ-
ent from disagreements among doctors
about whether coffee is bad for you: a mat-
ter purely of evidence. All this is causing
controversy among dismal scientists, not
least because some, such as Mr Chetty,
have done better from the shift than oth-
ers: a few superstars dominate the field.

Their emerging discipline might be
called “third wave” economics. The first
wave emerged with Adam Smith and the
“Wealth of Nations”, published in 1776.
Economics mainly involved books or pa-
pers written by one person, focusing on
some big theoretical question. Smith
sought to tear down the monopolistic hab-
its of 18th-century Europe. In the 20th cen-
tury John Maynard Keynes wanted people
to think differently about the govern-
ment’s role in managing the economic cy-
cle. Milton Friedman aimed to eliminate
many of the responsibilities that politi-
cians, following Keynes’s ideas, had arro-
gated to themselves.

All three men had a big impact on poli-
cies—as late as 1850 Smith was quoted 30
times in Parliament—but in a diffuse way.
Data were scarce. Even by the 1970s more

than half of economics papers focused on kr
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» theory alone, suggests a study published in
2012 by Daniel Hamermesh, an economist.
That changed with the second wave of
economics. By 2on purely theoretical pa-
pers accounted for only 19% of publica-
tions. The growth of official statistics gave
wonks more data to work with. More po-
werful computers made it easier to spot
patterns and ascribe causality (this year’s
Nobel prize was awarded for the practice of
identifying cause and effect). The average
number of authors per paper rose, as the
complexity of the analysis increased (see
chart 2). Economists had greater involve-
ment in policy: rich-world governments
began using cost-benefit analysis for infra-
structure decisions from the 1950s.
Second-wave economics nonetheless
remained constrained by data. Most na-
tional statistics are published with lags of
months or years. “The traditional govern-
ment statistics weren’t really all that help-
ful—by the time they came out, the data
were stale,” says Michael Faulkender, an
assistant treasury secretary in Washington
at the start of the pandemic. The quality of
official local economic data is mixed, at
best; they do a poor job of covering the
housing market and consumer spending.
National statistics came into being at a
time when the average economy looked
more industrial, and less service-based,
than it does now. The Standard Industrial
Classification, introduced in 1937-38 and
still in use with updates, divides manufac-
turing into 24 subsections, but the entire
financial industry into just three.

The mists of time
Especially in times of rapid change, policy-
makers have operated in a fog. “If you look
at the data right now..we are not in what
would normally be characterised as a re-
cession,” argued Edward Lazear, then
chairman of the White House Council of
Economic Advisers, in May 2008. Five
months later, after Lehman Brothers had
collapsed, the IMF noted that America was
“not necessarily” heading for a deep reces-
sion. In fact America had entered a reces-
sion in December 2007. In 2007-09 there
was no surge in economics publications.
Economists’ recommendations for policy
were mostly based on judgment, theory
and a cursory reading of national statistics.
The gap between official data and what
is happening in the real economy can still
be glaring. Walk around a Walmart in Kan-
sas and many items, from pet food to bot-
tled water, are in short supply. Yet some na-
tional statistics fail to show such pro-
blems. Dean Baker of the Centre for Eco-
nomic and Policy Research, using official
data, points out that American real inven-
tories, excluding cars and farm products,
are barely lower than before the pandemic.
There were hints of an economics third
wave before the pandemic. Some econo-
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mists were finding new, extremely de-
tailed streams of data, such as anonymised
tax records and location information from
mobile phones. The analysis of these giant
data sets requires the creation of what are
in effect industrial labs, teams of econo-
mists who clean and probe the numbers.
Susan Athey, a trailblazer in applying mod-
ern computational methods in economics,
has 20 or so non-faculty researchers at her
Stanford lab (Mr Chetty’s team boasts simi-
lar numbers). Of the 20 economists with
the most cited new work during the pan-
demic, three run industrial labs.

More data sprouted from firms. Visa
and Square record spending patterns, Ap-
ple and Google track movements, and se-
curity companies know when people go in
and out of buildings. “Computers are in the
middle of every economic arrangement, so
naturally things are recorded,” says Jon
Levin of Stanford’s Graduate School of
Business. Jamie Dimon, the boss of JPMor-
gan Chase, a bank, is an unlikely hero of
the emergence of third-wave economics.
In 2015 he helped set up an institute at his
bank which tapped into data from its net-
work to analyse questions about consumer
finances and small businesses.

The Brexit referendum of June 2016 was
the first big event when real-time data
were put to the test. The British govern-
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mentand investors needed to get a sense of
this unusual shock long before Britain’s of-
ficial Gbp numbers came out. They scraped
web pages for telltale signs such as restau-
rant reservations and the number of super-
markets offering discounts—and conclud-
ed, correctly, that though the economy was
slowing, it was far from the catastrophe
that many forecasters had predicted.
Real-time data might have remained a
niche pursuit for longer were it not for the
pandemic. Chinese firms have long pro-
duced granular high-frequency data on
everything from cinema visits to the num-
ber of glasses of beer that people are drink-
ing daily. Beer-and-movie statistics are a
useful cross-check against sometimes
dodgy official figures. China-watchers
turned to them in January 2020, when
lockdowns began in Hubei province. The
numbers showed that the world’s second-
largest economy was heading for a slump.
And they made it clear to economists else-
where how useful such data could be.

Vast and fast
In the early days of the pandemic Google
started releasing anonymised data on peo-
ple’s physical movements; this has helped
researchers produce a day-by-day measure
of the severity of lockdowns (see chart 3 on
next page). OpenTable, a booking platform,
started publishing daily information on
restaurant reservations. America’s Census
Bureau quickly introduced a weekly survey
of households, asking them questions
ranging from their employment status to
whether they could afford to pay the rent.

In May 2020 Jose Maria Barrero, Nick
Bloom and Steven Davis, three economists,
began a monthly survey of American busi-
ness practices and work habits. Working-
age Americans are paid to answer ques-
tions on how often they plan to visit the of-
fice, say, or how they would prefer to greet
a work colleague. “People often complete a
survey during their lunch break,” says Mr
Bloom, of Stanford University. “They sit
there with a sandwich, answer some ques-
tions, and that pays for their lunch.”

Demand for research to understand a
confusing economic situation jumped.
The first analysis of America’s $600 weekly
boost to unemployment insurance, imple-
mented in March 2020, was published in
weeks. The British government knew by
October 2020 that a scheme to subsidise
restaurant attendance in August 2020 had
probably boosted covid infections. Many
apparently self-evident things about the
pandemic—that the economy collapsed in
March 2020, that the poor have suffered
more than the rich, or that the shift to
working from home is turning out better
than expected—only seem obvious be-
cause of rapid-fire economic research.

It is harder to quantify the policy im-
pact. Some economists scoff at the notion kr
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» that their research has influenced politi-
cians’ pandemic response. Many studies
using real-time data suggested that the
Paycheck Protection Programme, an effort
to channel money to American small
firms, was doing less good than hoped. Yet
small-business lobbyists ensured that pol-
iticians did not get rid of it for months. Tyl-
er Cowen, of George Mason University,
points out that the most significant contri-
bution of economists during the pandemic
involved recommending early pledges to
buy vaccines—based on older research, not
real-time data.

Still, Mr Faulkender says that the spe-
cial support for restaurants that was in-
cluded in America’s stimulus was influ-
enced by a weak recovery in the industry
seen in the OpenTable data. Research by Mr
Chetty in early 2021 found that stimulus
cheques sent in December boosted spend-
ing by lower-income households, but not
much for richer households. He claims
this informed the decision to place stron-
ger income limits on the stimulus cheques
sent in March.

Shaping the economic conversation

As for the Federal Reserve, in May 2020 the
Dallas and New York regional Feds and
James Stock, a Harvard economist, created
an activity index using data from Safe-
Graph, a data provider that tracks mobility
using mobile-phone pings. The St Louis
Fed used data from Homebase to track em-
ployment numbers daily. Both showed
shortfalls of economic activity in advance
of official data. This led the Fed to commu-
nicate its doveish policy stance faster.

Speedy data also helped frame debate.
Everyone realised the world was in a deep
recession much sooner than they had in
2007-09. In the IMF’s overviews of the glo-
bal economy in 2009, 40% of the papers
cited had been published in 2008-09. In
the overview published in October 2020,
by contrast, over half the citations were for
papers published that year.

The third wave of economics has been
better for some practitioners than others.
As lockdowns began, many male econo-
mists found themselves at home with no
teaching responsibilities and more time to
do research. Female ones often picked up
the slack of child care. A paper in Covid Eco-
nomics, a rapid-fire journal, finds that fe-
male authors accounted for 12% of eco-
nomics working-paper submissions dur-
ing the pandemic, compared with 20% be-
fore. Economists lucky enough to have
researched topics before the pandemic
which became hot, from home-working to
welfare policy, were suddenly in demand.

There are also deeper shifts in the value
placed on different sorts of research. The
Economist has examined rankings of econ-
omists from IDEAS RePEC, a database of re-
search, and citation data from Google

-
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Scholar. We divided economists into three
groups: “lone wolves” (who publish with
less than one unique co-author per paper
on average); “collaborators” (those who
tend to work with more than one unique
co-author per paper, usually two to four
people); and “lableaders” (researchers who
run a large team of dedicated assistants).
We then looked at the top ten economists
for each as measured by RePEc author
rankings for the past ten years.

Collaborators performed far ahead of
the other two groups during the pandemic
(see chart 4). Lone wolves did worst: work-
ing with large data sets benefits from a di-
vision of labour. Why collaborators did
better than lab leaders is less clear. They
may have been more nimble in working
with those best suited for the problems at
hand; lab leaders are stuck with a fixed
group of co-authors and assistants.

The most popular types of research
highlight another aspect of the third wave:
its usefulness for business. Scott Baker, an-
other economist, and Messrs Bloom and
Davis—three of the top four authors during
the pandemic compared with the year be-
fore—are all “collaborators” and use daily
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newspaper data to study markets. Their
uncertainty index has been used by hedge
funds to understand the drivers of asset
prices. The research by Messrs Bloom and
Davis on working from home has also
gained attention from businesses seeking
insight on the transition to remote work.

But does it work in theory?

Not everyone likes where the discipline is
going. When economists say that their fel-
lows are turning into data scientists, it is
not meantasacompliment. AKinderinter-
pretation is that the shift to data-heavy
work is correcting a historical imbalance.
“The most important problem with macro
over the past few decades has been that it
has been too theoretical,” says Jon Steins-
son of the University of California, Berke-
ley, in an essay published in July. A better
balance with data improves theory. Half of
the recent Nobel prize went for the applica-
tion of new empirical methods to labour
economics; the other half was for the sta-
tistical theory around such methods.

Some critics question the quality of ma-
ny real-time sources. High-frequency data
are less accurate at estimating levels (for
example, the total value of GDP) than they
are at estimating changes, and in particu-
lar turning-points (such as when growth
turns into recession). In a recent review of
real-time indicators Samuel Tombs of Pan-
theon Macroeconomics, a consultancy,
pointed out that OpenTable data tended to
exaggerate the rebound in restaurant at-
tendance last year.

Others have worries about the new in-
centives facing economists. Researchers
now race to post a working paper with
America’s National Bureau of Economic
Research in order to stake their claim to an
area of study or to influence policymakers.
The downside is that consumers of fast-
food academic research often treat itas if it
is as rigorous as the slow-cooked sort—pa-
pers which comply with the old-fashioned
publication process involving endless
seminars and peer review. A number of pa-
pers using high-frequency data which gen-
erated lots of clicks, including one which
claimed that a motorcycle rally in South
Dakota had caused a spike in covid cases,
have since been called into question.

Whatever the concerns, the pandemic
has given economists a new lease of life.
During the Chilean coup of 1973 members
of the armed forces broke into Cybersyn’s
operations room and smashed up the
slides of graphs—not only because it was
Allende’s creation, but because the idea of
an electrocardiogram of the economy just
seemed a bit weird. Third-wave economics
is still unusual, but ever less odd. ®

Correction In our Briefing last week we said that in
Britain 80-90% of those hospitalised with covid are
unvaccinated. In fact, less than half are not jabbed.
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United States

Wages

Striketober

LANCASTER, PENNSYLVANIA

Is America seeing a shift in the balance of power from companies to workers?

HE PANDEMIC has been very good for
Tsellers of cornflakes, and very busy for
those who make them. With so many peo-
ple spending so much time at home, cereal
consumption has boomed. Kerry Wil-
liams, an instrument technician, says this
has translated into almost constant over-
time shifts at his Kellogg’s plant in Penn-
sylvania, sometimes as long as 16 hours a
day. That would be hard enough. But what
makes it that much harder, he says, is see-
ing Kellogg's, one of the world’s biggest
producers of ready-to-eat cereals, pull in
giant profits even as his pay has barely in-
creased. “We feel it's time that this money
trickles down to us, because without the
workers on the floor there would be no Kel-
logg,” he says. Mr Williams and about 1,400
colleagues at Kellogg’s factories round the
country, from Tennessee to Michigan, have
been on strike for two weeks.

They are far from alone. On October
14th about 10,000 employees of John
Deere, a manufacturer of agricultural ma-
chinery, walked off the job in five states.
More than 20,000 nurses and workers in
California and Oregon with Kaiser Perma-
nente, a health-care company, have voted
to strike. About 60,000 behind-the-scenes

film and Tv workers were also set to head to
picket lines, having voted 99% in favour of
astrike, butalast-minute deal averted that.
Headline writers are referring to the wave
of industrial action as “Striketober”.

Partly it is the resumption of trends vis-
ible before covid-19. Nearly half a million
workers were involved in work stoppages
in both 2018 and 2019, the most in more
than three decades. That reflected both
dissatisfaction with pay and working con-
ditions and the unions’ confidence that, in
a tight labour market, they had leverage.
The pandemic has only reinforced these
dynamics. Having been lauded as essential
workers for the past 18 months, everyone
from nurses to food-packers expects better
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treatment. And with companies struggling
to find staff, workers are emboldened.

A dominant feature of the American
economy over the past few decades has
been sluggish wage growth, albeit with de-
cent gains just before the pandemic. The
question now is whether Striketober sig-
nals a clearer turning-point, a shift in the
balance of power towards labour. Workers
have reason for guarded optimism.

Labour’s share of non-farm output (the
portion of economic output going to work-
ers in wages and other forms of compensa-
tion) reached nearly 65% in 2000. At the
end of 2019, on the eve of the pandemic, it
was down to 60%, according to the Bureau
of Labour Statistics. Even more notable has
been the rise in inequality. Between 1979
and 2019 the top decile of wages in America
rose by 41% in real terms, whereas the bot-
tom decile increased by just 7%.

Several things have weighed on blue-
collar wages across the rich world. Advanc-
es in technology, including automation,
have chipped away at workers’ bargaining
power. So, too, has the globalisation of pro-
duction. In America the weakness of un-
ions has exacerbated these trends. Just one
worker in ten belongs to a union today, half
the proportion of the early 1980s.

Strikers seem to have the public on
their side, at least for now. On a blustery
autumn morning outside the Kellogg’'s
plant in Lancaster, a town in central Penn-
sylvania, a few dozen workers pace back
and forth in front of the gates, maintaining
a round-the-clock picket. Cars honk their
horns in solidarity. Opinion polls suggest
that 68% of Americans support unions, up



26 United States

» notably from a decade ago. “Everyone in
this country is a little tired of the greed,”
says Allan Torres, a middle-aged veteran of
Kellogg’s packing operations.

The details of each dispute are differ-
ent. The film and television workers com-
plained about excessive hours. At Kel-
logg’s, workers object to aspects of a two-
tiered system that lets managers bring in
new staff on stingier packages. The compa-
ny counters that it provides industry-lead-
ing pay and benefits.

Yet a common feature is the workers’
belief that they now have the upper hand.
The strikers at Kellogg’s say the company
has brought in buses with replacement
staff to show that the factory can run with-
out them. But, they say, the buses are not
full. With just a light wisp of white smoke
rising from the Lancaster plant, their as-
sumption is that production has ground to
a halt. “The grocery shelves aren’t going to
be looking so good,” says Mr Torres.

Even without the strikes, there is no
doubt that American workers are getting
pickier. Nearly 4.3m quit their jobs in Au-
gust, the most in the two decades or so that
the Labour Department has monitored
these data. Celine McNicholas of the Eco-
nomic Policy Institute, a left-leaning
think-tank, notes the exodus has been
most pronounced in restaurants and retail
operations, service sectors with few un-
ions, low wages and little sick pay. “Folks
are saying, ‘This is not a job worth it to me
right now’,” she says. “They’re being asked
to take it or leave it, and they’'re leaving it.”

Labour organisers also know they have
an ally in the White House. Joe Biden has
repeatedly said that he aspires to be the
most pro-union president in American
history. Liz Shuler, president of the AFL-
CI0, the largest federation of trade unions,
has pointed to a friendly administration,
worker activism and public backing as a
potent combination. “We have everything
lined up,” she said in a recent speech.

Not everything, though. “Labour laws
have proven time and again to be com-
pletely stacked against workers who are in-
terested in forming and joining unions,”
says Kent Wong, director of the ucLA La-
bour Centre. Without legal changes that
would, for example, prohibit companies
from permanently replacing workers who
walk off the job, the strike wave may fizzle
out. The PrRO Act, legislation that would
strengthen collective-bargaining rights,
has passed the House of Representatives.
But it is almost certain to fail in the Senate
without Republican support.

Some of the biggest companies are wag-
ing their own battles against worker activ-
ism, and largely succeeding. An Amazon
warehouse in Alabama was seen by labour
organisers as their best shot at bringing
unions to the e-commerce giant, but in
April workers voted against unionising by

more than two to one, amid allegations
that the company had used intimidating
tactics. Meanwhile, faced with a unionisa-
tion campaign in Buffalo, Starbucks has
sent in out-of-state managers and tempo-
rarily closed outlets. It says this is a stan-
dard training procedure; labour organisers
suspect it of trying to disrupt their efforts.

At the same time, companies are bow-
ing to the reality that they have to offer
higher wages to attract and retain workers.
Amazon has increased its average starting
hourly pay to $18 (from $17 earlier this year)
for warehouse workers, well above the $15
that campaigners have long called for as a
legal minimum. Walmart, McDonald’s and
cvs are among the scores of others also
raising pay, helping to fuel the biggest in-
creases in blue-collar wages in years.

At the Kellogg'’s picket lines, the work-
ers trumpet an old union mantra when
asked how long they plan to stay off the
job: “One day longer, one day stronger”. For
American businesses, a different rhyming
slogan encapsulates their strategy in the
face of Striketober: a few dollars higher, the
union drive will expire. B

Ethnic studies

Race and class

WASHINGTON, DC
Ethnic-studies lessons benefit
low-achieving non-white pupils

OME CONSERVATIVES have been on a

mission to remove critical race theory
from classrooms. Described by these advo-
cates as any coursework discussing topics
through the lens of racial identities (which
is well beyond the original definition used
by the critical theorists themselves), they
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argue that this approach to pedagogy is di-
visive. Eight states have passed laws ban-
ning these discussions in classrooms. Six
have proposed similar legislation, or plan
to. Some teachers claim they now fear dis-
cussing race with their pupils. But there is
a trade-off here: according to a study pub-
lished in the Proceedings of the National
Academy of Sciences, removing discussions
aboutrace from the classroom could disad-
vantage some low-achieving pupils.

The study shows that San Francisco’s
ethnic-studies curriculum, a programme
for ninth-graders (who are about 14 years
old) that is designed to focus on the history
of disadvantaged communities and en-
courages a focus on social issues, had
benefits beyond merely what was learned
in the classroom. Sade Bonilla of the Uni-
versity of Massachusetts, Amherst and her
colleagues show that the programme in-
creased high-school attendance by 6-7 per-
centage points, course credits earned by up
to 15 points (equivalent to about 3 courses)
and high-school graduation by 16-19 per-
centage points.

The researchers were able to study the
effect of the programme on low-achieving
pupils by comparing children required to
enroll (because of earning a grade-point
average below 2.0 the previous year) with
those slightly at or above the 2.0 grade
point average who were not required to en-
roll. The study follows an article published
in 2017 (by two authors of this current stu-
dy) showing that the same programme im-
proved shorter-term outcomes too: ninth-
grade attendance, grade-point average and
credits earned all improved.

San Francisco’s school district began its
ethnic-studies pilot programme in the
2010-11 school year, with faculty members
from San Francisco State University. The
majority of pupils in the study (1,405 in to-
tal) were non-white: 60% were Asian, 23%
Hispanic, 6% black and 5% white. Because
of the small sample of black and white pu-
pils, the researchers were unable to draw
conclusions about those groups.

The curriculum focused on a variety of
topics: race as a social construct, the histo-
ry of eugenics, federal housing discrimina-
tion, and others. It also taught pupils about
practices to counter racism and oppres-
sion: marching, voting, campaigning. Pu-
pils were encouraged to think of ways to
counter racism in their own communities.

The results are encouraging. Improving
high school graduation is not a trivial mat-
ter. Pupils who graduate from high school
enjoy higher wages, greater wealth accu-
mulation and better health outcomes. But
these positive results probably will not
sway everyone. The programme improved
outcomes for low-achieving Asian and
Hispanic pupils, but the study was unable
to measure an effect on other pupils: high-
er-achieving or white pupils, for example.
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»  California has decided to require the
course for graduation for all, starting in
2030. But there are risks with scaling up pi-
lot programmes, and not just because the
curriculum has not yet proved to be effec-
tive for all. There are also concerns about
quality. San Francisco’s programme was
taught by teachers who chose to offer the
curriculum and had extensive training.
Educators begrudgingly teaching the pro-
gramme with lesser training would proba-
bly not have the same effect.

Yet the programme in San Francisco
was clearly successful at motivating low-
achievers who were otherwise uninterest-
ed in their schooling, explains Ms Bonilla.
These at-risk pupils began engaging more
deeply with their schoolwork and may
have even attended college at higher rates.
“The course seems to really engage them
and make them lean into school,” she ex-
plains. “And not just in their ethnic-stud-
ies class, butin science, math[s] and every-
where.” Unfortunately for low-achieving
pupilsin the eight states now banning crit-
ical race theory, such teaching may not be
allowed in their schools. &

Warming seas
Considering
the lobster

PORTLAND, MAINE
Maine relies on its marine life. Climate
change will alter what that means

TEVE TRAIN used to finish work by ipm.

In those days, Mr Train—who has
worked as a lobsterman in Maine for more
than 30 years—didn’t have to travel far to
find the critters. Now he sometimes wraps
up closer to 4pm. Some lobsters are still
close to shore, but rising temperatures
have pushed many of them into deeper,
cooler waters that take longer to reach.
Where Mr Train will find the creatures has
turned into something of a guessing game.
“More of us are hunting all the time,” he
says, as he sips a mezcal margarita from
Luke’s Lobster, a waterfront restaurant in
Portland’s historic Old Port. This is where
he docks his boat, sells his catch and, three
or four days a week, stops in for lunch (of-
ten a lobster BLT, lobster roll or fried had-
dock bites). Lobstering is more than a job,
he says. “It’s a culture.”

Warming waters have done more than
change lobstermen’s schedules—they have
disrupted entire ecosystems, the Gulf of
Maine among them. The Gulf of Maine’s
waters have warmed faster than 99% of the
world’s oceans over the past 30 years. Ex-
perts attribute some of that to changing
currents. The effects of the Gulf Stream
from the south have grown stronger and
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have begun to constrict the flow of the Lab-
rador current, which delivers cold water
from the North Atlantic to the Gulf of
Maine. “The magnitude of change is really
going to be dependent on how much water
temperatures change,” says Kathy Mills, a
research scientist at the Gulf of Maine Re-
search Institute. So far, the heat has altered
the patterns of the state’s two most profit-
able species, lobsters and soft-shell clams,
with some experts and industry folk wor-
ried about the potential for further popula-
tion declines. Maine’s overall commercial
landings brought in more than $500m last
year, but maintaining those profits will re-
quire flexibility—at the least, it means ac-
knowledging the gulf may look vastly dif-
ferent in years to come.

Maine produces more fish and shellfish
than any other state on the east coast, and
much of thatis due to its hearty crop of lob-
sters. The state’s harvest increased sixfold,
from about 22m 1b in 1988 to close to 132m
by 2016. Since that peak, lobster landings
have fallen by more than a quarter. “We
could see an upswing again,” says Bob Ste-
neck, a marine scientist at the University
of Maine. “But by the time you get this ma-
ny years into a decline, it's concerning.”

Mr Steneck says researchers are not
sure why Maine’s landings have dipped,
and most experts say the population is—
and will probably continue to be—robust,
even if it continues to fall from its recent
peaks. But given what happened in south-
ern New England, some industry men are
wary. Rhode Island and Connecticut saw
their lobster catches plummet over the
past decades. There, the creatures did not
reproduce well in the warmer waters and
died en masse from shell disease, which
studies have linked to rising temperatures.

Statewide, the soft-shell clam harvest
in 2020 was still the second-most valu-
able—accounting for 3% of the state’s com-
mercial landings—but their numbers have
declined, too. Predators like green crabs
fare well in the warming climate and have
killed off many of the soft-shells. As a re-
sult Chris Green, a clammer who lives and
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works in Brunswick, has increasingly re-
lied on the hard-shells, or ‘quahogs.’ They
have done better in warmer waters, and the
harvest has grown from 17,2651b in 1964 to
over 1.3m Ib in 2017. “They’ve carried our
town for three years,” Mr Green says, as he
digs his hoe into the mud to pull outanoth-
er quahog. He is wearing a short-sleeved T-
shirt to keep cool on an unusually warm
October day (“It’s indicative to where we’ve
been headed,” he says).

Locals have taken note of the different
cast of animals on the shore as well. North
Atlantic right-whale sightings have de-
creased, as the mammal’s primary food
source—calanus finmarchicus—has died off
in warmer waters. Other creatures take a
liking to the heat, such as the squid and
black sea bass that have appeared in higher
numbers in the gulf. The Portland Lobster
Co. used to serve a salad with lightly sea-
soned local shrimp. Then Maine’s fishery
collapsed, and the restaurant stopped.
“There’s nothing else that comes close to
the Maine shrimp,” says general manager
Ethan Morgan, insisting that the state’s
product was sweeter and had a “good snap
to it”. He still offers shrimp, but only in
fried form. “It's more a vessel for the sauce
you're using,” Mr Morgan admits.

Ecosystems absorb change regularly,
and humans can adapt to alterations. Ms
Mills recognises that transformation does
not mean catastrophe. “We have seen fish-
eries go through changes in the past,” she
says. To diversify his lobstering income,
Mr Train farms for kelp and scallops. Mr
Green hopes to start clam farming as a sup-
plement to his wild catches and, in part, as
a backup if a harsh winter kills off the qua-
hogs he relies on. The Portland Lobster Co.
offers dishes with local catches as often as
it can. But few people come to Maine for
dogfish, and Mr Morgan laments that spe-
cials prepared with it haven’t landed well
with customers. ®
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Toying with the nanny state

California’s approach to gendered toy displays says a lot about the state’s politics

AVIN NEWSOM, the governor of Cali-

fornia, recently signed 770 bills into
law that had been approved by the state
legislature in Sacramento. The one draw-
ing most attention, rightly, is a law that
will expand the number of units that can
be built on single-family plots and offer a
much-needed boost to housing supply.
Rick Rivas of Govern for California, a
good-governance group, calls it the
“most consequential housing bill over
the last decade”.

Less noticed is a new law taking aim
at child’s play. Starting in 2024, large
retailers with more than 500 employees
will no longer be permitted to offer just
“boy” and “girl” sections for toys and
other child-care items in their stores.
They must also add a “gender-neutral”
section. Supporters say the new law will
help combat gender stereotypes, while
opponents see this as government over-
reach. Showing Barbie dolls only to girls
and trucks only to boys is about as passé
as giving someone a Mr Potato Head
(which earlier this year dropped the
“mister” and rebranded itself as “Potato
Head” to be more inclusive). But should
it be government’s role to tell businesses
how to display such merchandise?

Sherry Jeffe, a political analyst, says
that the new toys law shows that Califor-
nia is intent on managing “minute”
issues “down to a level I never thought it
would go, in regards to state-level in-
volvement”. Another example of the
state’s micro-management, also recently
signed into law, bans restaurants from
distributing single-use condiments,
such as ketchup and soy-sauce, to cus-
tomers unless requested. Mr Newsom
also signed a new law requiring public
universities and schools to offer men-
strual supplies on campus.

With Democrats holding a super-
majority in the state legislature and
control of all state-level elected offices, it
may come as no surprise that politicians
are using their power to advance issues
their party cares about, such as gender
equality. Mr Newsom, who defeated a
recent campaign to recall him from
office by a wide margin, is more con-
cerned about criticism from the left than
from marginalised Republicans. He is
governing accordingly.

However, while the new toys law may
be mostly symbolic, it points to how
California is becoming more involved in
businesses’ and people’s daily lives. This

Pink stink

is just the beginning, says Bruce Cain, a
professor of political science at Stanford.
As the state pushes forward with its
efforts to combat climate change, “there
is probably no dimension of life that will
be untouched by California’s decarboni-
sation agenda”, he says. For example, Mr
Newsom recently signed a law banning
the sale of new gas-powered leaf-blowers
and lawnmowers. Last year he signed an
executive order banning the sale of gas-
powered cars from 2035. Some cities are
even talking about banning the use of
natural gas in new homes and busi-
nesses, a measure which would, in ef-
fect, bar gas stoves.

California may be taking the most
draconian actions on climate change, but
itis not alone in using laws to “advance a
cultural agenda”, says Michael Strain of
the American Enterprise Institute, a
think-tank. He draws a connection be-
tween the toys law and red-state go-
vernors, including Greg Abbott in Texas
and Ron DeSantis in Florida, who are
forbidding companies to require em-
ployees to wear masks and get vaccinat-
ed. By doing so, Texas and Florida are
interfering with the freedom of busi-
nesses to decide their own policies.
Recent efforts in Texas to halt nearly all
abortions serve as another example of
government interference in the name of
a social agenda. According to Mr Cain of
Stanford, “It’s not like one party is for
freedom and the other isn’t. Both parties
are for different forms of intrusion.”
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Social media

Devious licks

TikTok had an opportunity improve on
older networks. It has not taken it

OR AN INSIGHT into the thoughts of

teenagers about social-media, TikTok is
the place to look. “Anyone else feel like it’s
low key kinda cringe to post on Instagram
now?” asks one in a clip uploaded to the
video-sharing platform in June. It has been
liked over 368,000 times. Facebook, which
owns Instagram, is under fire after Frances
Haugen, a former employee, leaked inter-
nal documents suggesting the firm was
aware it was causing harm to the mental
health of teenage girls in particular. But the
internet’s youngest users have been falling
out of love with Facebook’s platforms for a
while. American children aged between
four and 15 spent an average of 17 minutes
per day on Facebook in 2020, down from 18
minutes in 2019, according to a report from
Qustodio, a security software company. In-
stagram stayed at 40 minutes, and Snap-
chat was up from 37 minutes to 47. Screen
time on TikTok, meanwhile, surged, from
44 average daily minutes to 87.

These numbers are a consequence of
lockdowns, but are also a testament to Tik-
Tok’s engrossing “For You” page (FYP),
which is powered by an algorithm that
serves users an endless stream of videos
they might be interested in. Getting fea-
tured on it is often an indicator that a clip
will go viral (many videos are tagged #FYP
to boost their chances), which is part of the
app’s thrill. The platform, owned by Beij-
ing-based ByteDance, has become synony-
mous with lip-synching teenagers, dances
and challenges. And despite interventions
from various governments, including the
threat of its removal from app stores by for-
mer President Donald Trump, TikTok has
continued to soar since its launch in 2016:
last month it hitibn monthly users.

As a newer platform, TikTok also had a
chance to learn from the mistakes of its
predecessors. It has proposed the creation
of a “global coalition” of social platforms to
protect users better from harmful content.
The rFyp makes people internet-famous ve-
ry quickly—and makes them targets for ha-
rassment. To address this, TikTok deleted
millions of accounts belonging to users
under the age of 13, and limited the use of
its more public features from its youngest
profiles. It also claims that less than 1% of
videos uploaded in the first quarter of 2021
violated its terms of service—and those
that did were removed within 24 hours. All
this, in theory, ought to mean TikTok is
healthier than other social media apps.
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»  Thereality is different. Last year the In-
tercept, a news site, published Chinese
moderation documents, revealing a pref-
erence to filter out users with “ugly facial
looks”, “beer belly” and content that risked
“endangering...national honour and inter-
ests”. Teenage girls have been targeted with
adverts about intermittent fasting. And re-
ports by the Institute for Strategic Dialogue
(1sp), a think-tank, have found that videos
peddling harmful covid-19 vaccine misin-
formation and white-supremacist content
accumulated millions of views before they
were taken down by the company. Some of
these exploited TikTok’s features, it says,
such as trending songs, to extend their
reach. The 1sDp found the firm’s application
of its policies to be “lacking in accuracy,
consistency and transparency”.

Ms Haugen’s leaks about Instagram
have put a spotlight on the platform'’s role
in perpetuating negative thoughts about
body image among teenage girls. A similar
culture flourishes on TikTok, too. There are
currently 8.8bn total views on videos
tagged #whatleatinaday, a viral trend
where mostly young girls document their
food diaries, some of which include under-
eating. Learning from Facebook’s mis-
takes, TikTok announced that it would in-
clude safety announcements on these vid-
eos and do more to direct users to support
resources. Yet the lines between what is a
direct consequence of social media and
what is symptomatic of wider cultural
pressures about body shapes are blurred.

Tumblr, a blogging platform, was pol-
luted with content promoting eating disor-
ders and self-harm over a decade ago,
prompting the site to censor accounts that
were endorsing harmful behaviour. Inter-
net users are wise to moderators, though.
Misspellings of hashtags are used on Tik-
Tok to bypass censored words. Last month
TikTok censored videos tagged “devious
licks”—a viral challenge which saw teen-
agers vandalising or stealing school prop-
erty—from its search bar. Yet misspellings
of the phrase are still accessible and are
even suggested by the platform. Similarly,
misspelt eating-disorder tags are easily
discoverable and the videos tagged under
them have thousands of views. One such
post, live for a week at time of writing, pro-
motes eating fewer than 500 calories a day.

Most TikToks are innocuous. Butlike its
predecessors, the app has not yet effective-
ly addressed problems that hide in plain
sight. If an under-age user wants to create
an account, no community guidelines can
stop them from lying about their age. If
someone wants to view harmful content,
they will seek it out. And the features that
make TikTok so successful also make it ris-
ky: the more a user engages with certain
tags, the more the Fyp will serve similar
content. Much like Facebook’s platforms,
in other words. ®

Secessionists

Oregone

BURNS, OREGON
Political polarisation raises the appeal
of splitting up

SPORTING GOODS store off a dusty two-

lane road, flanked by cow pastures and
sagebrush, is an unlikely site for political
revolution. But Michael McCarter, a retired
nurseryman, has gathered a small group
for such an occasion in Burns, the seat of
Harney County nestled in the high desert
of eastern Oregon. Between bites of snick-
erdoodle cookies, they patiently explain
their cause to passers-by, careful not to tip
over the shop’s hunting rifles in their en-
thusiasm. “Salem won'’t listen to us,” says
Mr McCarter, referring to Oregon’s state
capital. He is here to champion the absorp-
tion of eastern and southern Oregon into
Idaho, a movement they dub “Greater Ida-
ho.” Of the 22 counties the group is target-
ing, seven have already voted to consider
such a move. Harney County faces a simi-
lar vote on November 2nd.

America is no stranger to quixotic polit-
ical projects, and “Greater Idaho” has
hitched its wagon to the widening urban-
rural divide. Usually, it is liberal cities that
strain against the diktats of Republican-
controlled states ruled from the hinter-
land. In Oregon, as in Illinois, New York,
and others, it is the cities that dominate,
and have only become more Democratic.
With growing differences on policy, Mr
MccCarter’s group wonders whether they
would be better off next door. The effortisa
long shot, and unlikely to succeed. Butitis
another marker of Americans’ reluctance

Splittist HQ
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to compromise and live together.

This is another in a long line of at-
tempts to redraw state boundaries, includ-
ing in Oregon itself. The “State of Jeffer-
son” has long been an aspiration in south-
ern Oregon and northern California. Up-
state New York, southern Illinois, and
many other areas have seen attempts to
form new states from the old. Just three
have succeeded: Kentucky (in 1792), Maine
(in1819) and West Virginia (in1863). No bor-
der change on the scale of “Greater Idaho”
has happened before. The bar for victory is
high, requiring the assent of both the Ore-
gon and Idaholegislatures, as well asan act
of Congress. Norman Williams of Willam-
ette University points out that with politi-
cal interests and thorny legal issues, such
as the division of responsibility for pen-
sions, the practical obstacles are daunting.

North-western Oregon dominates the
state, with over 70% of the population and
80% of GDP clustered in less than a fifth of
the state’s landmass along the Willamette
valley between Portland and Eugene. Divi-
sions between urban and rural Oregon are
not new, says Mr Williams. But there is lit-
tle doubt that the split has become more
acute. In the 2000 presidential election, Al
Gore bested George W. Bush by just 0.44%
while Republicans held majorities in the
state legislature. In 2020 Joe Biden won
Oregon by 16 points, and the reliably liberal
Willamette valley handed state Democrats
another legislative supermajority.

Oregon Democrats have not shied away
from wielding their power on issues close
to liberals’ hearts, such as policing and
education. And with Oregon set to gain an-
other congressional seat after the 2020
census, state Democrats have reneged on a
deal with Republicans and are preparing a
5-1 map gerrymandered in their favour.

“Greater Idaho” partisans say they suf-
fer real consequences. “The rules are made
for Portland, but they hurt us,” says Sandie
Gilson, the movement’s captain for Grant
County. A proposal to ban diesel, an envi-
ronmental policy floated without consi-
dering the needs of agricultural equip-
ment, was a frequent topic of conversa-
tion. Inevitably, the discussion circled
back to guns, as a last defence against ur-
ban lawlessness. Asked when they first be-
gan to feel ignored by state Democrats, Ms
Gilson is unequivocal: “Obama,” she says.
“These days, you're just called a racist.”

Despite leading an idealistic political
movement, Mr McCarter insists he is a
pragmatist. “The fact is, the divisions be-
tween us are too much, so this is a good
idea for both.” Thus far, his group’s efforts
have been met with silence from Salem. Mr
MccCarter is clear that the county votes he
has won count for only so much. He hopes
they will lead to talks with state legislators
by the spring. “It sends a message: you've
gota problem.” m
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Lexington | Reconstructing America

On the failed promises and quiet successes of America’s most propagandised decade

AULGARDULLO, co-curator of the Smithsonian’s new exhibition
Pon post-bellum Reconstruction, had warned Lexington that it
“played with time a bit”. This was an understatement.

The exhibition, which opened this month at the National Mu-
seum of African American History & Culture, begins in a war-rav-
aged plantation house and ends with Georgetown University’s re-
cent announcement of a bursary for the descendants of 272 slaves
sold to cover its debts. In between visitors step from a re-enact-
ment of Fredrick Douglass’s chilling 1876 speech to the Republican
Party—“When you turned us loose, you gave us no acres, you
turned us loose to the sky, to the storm”—to a shrine-like display
of a grey sweatshirt punctured by a single fraying bullet-hole.
Trayvon Martin was wearing it when he was shot dead running an
errand in 2012, leading to the Black Lives Matter movement.

Lexington can be a bit of a fuddy-duddy about museums. But
Mr Gardullo’s time-chopping exhibition could not be more appo-
site. Reconstruction refers to the momentous decade following
the civil war, which saw sweeping legal and constitutional re-
forms and the formation of biracial governments across the for-
mer Confederacy. And then vicious white reprisals, leading, after
federal troops were withdrawn from the South in 1877, to Jim Crow.
Yet as the historian Eric Foner has written, the term also describes
the epic process that those great, contradictory changes represent-
ed: America’s ongoing effort to manage the legacy of its 200-year-
old institution of slavery. “The definition of citizenship and voting
rights, the relative powers of the national and state governments,
the relationship between political and economic democracy, the
proper response to terrorism, racial bias in the criminal-justice
system—all of these are Reconstruction questions.”

They have rarely been more pressing. Since Mr Gardullo started
work on his exhibition, covid-19 has revealed black Americans’ re-
sidual ill health; America has been swept by the biggest race prot-
ests since the 1960s (sometimes called the “Second Reconstruc-
tion”); and a race-baiting president has tried to win re-election by
rallying whites against those protests. Such headlines make it pos-
sible to ask whether America has made racial progress at all.

The African-American museum is one sign that it has. First
proposed in 1916, it was finally opened on the National Mall by Ba-

rack Obama a century later. Since visited by millions, it stands as a
symbol of the political and cultural influence African-Americans
now wield. It also represents the importance racial-justice cam-
paigners attach to reappraising history. The New York Times’s cam-
paign torecast America’s freedom struggle as a war over slavery in-
dicated the excesses this effort can lead to. Mr Gardullo’s exhibi-
tion illustrates how necessary it generally is.

Until relatively recently Reconstruction was considered a cor-
rupt, reckless experiment in democracy that southern whites sen-
sibly put paid to. Emancipated blacks were unready for suffrage;
giving it to them was a ruse to mask northern carpet-bagging. The
primary purpose of the exhibition, as laid out in its satisfyingly
stodgy timeline, is to promulgate the more accurate view that his-
torians now unanimously hold.

Reconstruction was an astonishing liberal experiment, which
conjured multi-racial democracy amid the ashes of slavery. Before
the civil war, only three African-Americans had held public office
of any kind; during Reconstruction over 1,000 were elected, in-
cluding16 to Congress. A 54-foot-long petition for equality, signed
by 3,740 “coloured citizens of South Carolina” and recently un-
earthed in a dusty drawer on Capitol Hill, gives a sense of the mass
craving behind this revolution. Yet the experiment failed not be-
cause its architects went too far, but because they stopped short.

The failure to provide former slaves with means to support
themselves—the promised 40 acres and a mule—Ileft them vulner-
able to their former owners. Their defenders, northern whites, ul-
timately allied with the same. This is not what most Americans ov-
er the age of 40 learned in school—as Hillary Clinton showed, on
the trail in 2016, when she equated Reconstruction with Jim Crow.

The exhibition’s achievement is not only in correcting that
gross error. It also adds nuance to the notion that Reconstruction
failed. On a political level, this is incontestable; African-Ameri-
cans’ new rights were ignored. Yet the period also produced en-
during social infrastructure, including the black church, public
schools in the South and the reunified black family. These were
fruits of the 4m freed slaves’ new agency. Thus, most movingly,
the mass effort to find scattered relatives. “Mr Editor,” wrote one
Lewis Wright of Mississippi. “I wish to inquire for my wife and
children. She used to belong to Matison Gunn...he sold her to R.D.
Dick Price in 1862, and he sold her and children on Flint Creek, GA.”

Desperately inadequate though this was—a matter of notional
rights and inching progress—it was the foundation for the civil-
rights struggle. In turn, the accelerated progress that that Second
Reconstruction unleashed is what makes the Black Lives Matter
movement seem not a throwback, but perhaps a Third Recon-
struction. The exhibition’s elision of past and current events
points to this history of erratic but undeniable progress. The fail-
ure to compensate former slaves locked millions into bonded la-
bour; beneficiaries of the Georgetown University bursary will like-
ly be drawn from the world’s biggest black middle-class. Recon-
struction was a time of everyday terror for African-Americans;
Trayvon Martin’s killing was an outrage that sparked a movement.

An easier rebuild

Mr Obama viewed race relations through an “arc of history” bend-
ing towards justice. The exhibition shows how much more spas-
modic than that rainbow-like image their advance has been. But
he was right about the direction of travel. America, alas, may re-
quire more Reconstructions yet to fulfil its founding promise. At
least each would be less improbable than what went before. m
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Peru

Jobs for the comrades

LIMA

So far Pedro Castillo’s presidency is one of trial, error and infighting

HEN HE TOOK office as Peru’s presi-

dent on July 28th, the bicentenary of
the country’s independence, Pedro Castillo
declared that he would not govern from the
presidential palace. Built on the site of the
house of Francisco Pizarro, the Spanish
conquistador, the palace is a “colonial
symbol”, he said, which he would turn into
a museum. Three months later President
Castillo is quietly living and working there
after all. It is a sign that whatever Peru’s
hard-left president might like, the country
is not in the throes of revolution.

Rather Mr Castillo’s presidency has
been defined so far by his political inexpe-
rience and indecision, the extremism and
infighting of his allies and his weak man-
date. A rural schoolteacher, farmer and un-
ion activist from a small town in the Andes
who had never before held political office,
hisvictory by just 44,000 votes out of17.5m
was a surprise. For his supporters he repre-
sents both the Peru that has not shared ful-
ly in the country’s economic growth and a
provincial rebellion against Lima, the cap-

ital. He won because politics has fragment-
ed, because the pandemic exposed injus-
tice and neglect and because many Peruvi-
ans could not bring themselves to vote for
his opponent, Keiko Fujimori, a conserva-
tive whose father ruled the country as a
corrupt autocrat in the 1990s.

Mr Castillo wasted his first nine weeks
in office, appointing a dysfunctional cabi-
net of the far left that many Peruvians saw
as an affront. His own political base is of
radical teachers, many close to the former
Maoist terrorists of the Shining Path. Po-
lice records suggested that the labour min-
ister may have taken part in terrorist at-
tacks. Vladimir Cerrén, the boss of Peru Li-
bre (Free Peru), the party under whose ban-
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ner Mr Castillo ran, is a Cuban-trained
Leninist doctor. Mr Cerron tried to co-gov-
ern through Guido Bellido, his nominee as
Mr Castillo’s first prime minister, an agita-
tor who publicly countermanded any sign
of moderation from the president. Mr Cer-
ron and Mr Castillo both want a constitu-
ent assembly, the device through which
other leftist Latin American presidents
have imposed authoritarian regimes.

With the government destabilising it-
self, the currency depreciated daily, push-
ing up inflation (to 5.2% over the past
year). The opposition-controlled Congress
began to murmur of impeachment. In ear-
ly October Mr Castillo “decided to take
some decisions in favour of governability”,
as he putit.

For a start, he replaced Mr Bellido with
Mirtha Vasquez, a human-rights lawyer
and former speaker of Congress. Although
she has leftist convictions, she is seen as
realistic and consensual. Of a constituent
assembly, she said the government “is not
going to propose this for tomorrow” and
that its priorities were vaccination, re-
opening schools and economic recovery.
At the same time Mr Castillo reappointed
Julio Velarde, the respected central-bank
president, for a fourth five-year term. That
calmed the currency market. “We are left-
wing, but we are not going to do crazy
things,” insists Pedro Francke, the econ-
omy minister.

The new cabinet is only a marginal im-
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» provement. The interior minister is a for-
mer policeman with a string of (unfair, he
says) disciplinary reprimands. As a lawyer
he has represented arms traffickers as well
as Mr Cerron (who was convicted of cor-
ruption). Only four or five ministers have a
reputation for competence. But at least Mr
Castillo has bought some time.

Can he use it to achieve change that
benefits poorer Peruvians? The govern-
ment wants to expand tax revenues from
15% of GDP t017%, to spend more on health
care, education and family farming. Mr
Francke sees scope to raise taxes on mining
companies, which are enjoying high pric-
es, and to crack down on evasion. He has
asked the World Bank and the IMF to advise
on tax reform “so that it’s not anti-compet-
itive”. Whereas Mr Bellido had threatened
to nationalise the Camisea natural-gas
field, Ms Vasquez’s team is studying ways
to build pipelines so that more Peruvians
can benefit from it.

Brothers in arms, and government

Mr Castillo faces two big problems. He
mistrusts “technocracy, the market, busi-
ness people and Lima”, says an official who
has dealt with him. He shuns the media,
preferring rallies with his base in the inte-
rior. That mistrustis reciprocated. Many in
private business are alarmed, especially by
the threat of a constituent assembly. While
output has already recovered from last
year’s slump (though employment has
not), lack of confidence means that Peru
will be lucky if its economy grows by 3%
next year. Lima’s once-booming property
market is dead. Capital and business peo-
ple are leaving the country.

The second problem is that the govern-
ment’s diagnosis of Peru’s difficulties is
mistaken. It is not the market economy
that has failed but an inefficient state. Tax
collection is low because 70% of Peruvians
work informally. In many ministries, Mr
Castillo’s team are placing supporters in
senior posts for which they are unquali-
fied. That has happened in the social-de-
velopment ministry, which has a big role to
playin ensuring that the 3m Peruvians who
fell into poverty last year get out of it. The
new education minister is a friend of Mr
Castillo, and a former teacher, who wants
to repeal a successful reform that requires
teachers to be subjected to evaluation and
paid according to performance.

Mr Castillo and his supporters reject the
idea of ending up like Ollanta Humala, a
former president who campaigned as a
radical leftist but presided over a mildly so-
cial democratic government. Yet that may
be the only way for Mr Castillo to survive
for five years. “The country is so complicat-
ed, there’s no space for their more radical
proposals,” says Miguel Castilla, who was
Mr Humala’s economy minister. It looks
likely to become even more complex. B

Brazil's woes

President
anti-vaxxer

SAO PAULO
Jair Bolsonaro is accused of
committing crimes against humanity

EW BRAZILIANS had high hopes for a

Senate inquiry into the country’s disas-
trous handling of covid-19. But its thou-
sand-page report, leaked this week, is far
more damning than expected. President
Jair Bolsonaro should be tried for “crimes
against humanity”, its authors say. His
“macabre” approach to the pandemic, in-
cluding organising large gatherings of his
supporters and disparaging scientists,
constitutes a “crime against public health”.
Some 65 others are also implicated and
could face criminal proceedings.

“The president has committed several
crimes and will pay for them all,” said
Omar Aziz, one of the senators behind the
investigation. But the payment may be
some way off. On October 19th the head of
the inquiry announced that it would be
dropping the mostincendiary accusations,
of homicide and genocide against indige-
nous groups.

The president is likely to escape legal
consequences for the other claims, too.
The report looks at two kinds of misdeed:
“ordinary crimes”, which can be prosecut-
ed in the courts, and “crimes of responsi-
bility”, for which the president might be
impeached. To try the president in court
requires the approval of the attorney-gen-
eral, an ally. An impeachment needs the
nod of the head of the lower house of Con-
gress, who is also close to the president.

Even so, the inquiry will hurt Mr Bolso-
naro. Since it started in April, the presi-
dent’s approval rating has fallen from 33%
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Not all publicity is good publicity, after all
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to 22%, according to Datafolha, a polling
firm. During the six months the proceed-
ings were broadcast live, half a million
viewers regularly tuned in.

Having lost support from the middle
classes, Mr Bolsonaro had hoped to shore
up his base with poorer Brazilians, who
benefited from emergency aid during the
pandemic. But fully 14% of Brazilians are
unemployed, the central bank is increas-
ing interest rates and rising prices, up
more than 10% over the past year, are eat-
ing into wages. Energy rationing, which
the government may soon have to intro-
duce as a result of the global energy crisis,
would further erode his popularity.

Mr Bolsonaro’s attempt to boost sup-
port by increasing social welfare—a com-
mon tactic for Brazilian presidents seeking
re-election—is not without problems. On
October 19th, the announcement of the
“Auxilio Brasil” cash-transfer programme,
which replaces and doubles an existing
welfare programme, was suspended after
the proposals spooked investors and Ibo-
vespa, Brazil’'s main stockmarket index,
fell by 3%. The proposal had split the gov-
ernment; Paulo Guedes, the economy min-
ister, is against it. Yet the following day Mr
Bolsonaro confirmed that the monthly
benefits of 400 reais ($71) to Brazil’s poor-
est would go ahead—without, he claimed,
violating spending limits.

Mr Bolsonaro may pride himself on his
Teflon qualities. He has remained in power
despite his abysmal handling of covid-19
which, according to The Economist’s calcu-
lations, has resulted in 680,000 excess
deaths in Brazil. But this week's news
might dent even the toughest of egos. Mr
Bolsonaro and members of his family are
already being investigated for spreading
fake news and corruption, all of which they
deny. Even if the latest accusations do not
stick, next year Mr Bolsonaro may be fight-
ing both an election and jailtime. |
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Mexico

Not ageing gracefully

VERACRUZ

As Mexico ages, public services are not keeping up

N A SUNLIT room in Mexico City a group
Iof old people sit round a whiteboard.
Some are asleep; others are playing a game.
They shout out words, starting with the
syllable that the previous one ends with:
“Taco!” “Comal!” A bubbly young worker
leads them along.

It is a rare sight in Mexico, where facili-
ties for old people are sparse. Emma Tapia
founded the home, Casa Alicia, in 2017. It
has space for 20 female residents; the day
centre is open to men as well. “Demand is
growing very quickly,” she says.

Mexico is ageing fast. The proportion of
its people who are under 20 peaked in 2010.
The birth rate has been falling. In 1960 the
average Mexican woman could expect to
have seven children; now the figure is two.
Life expectancy has soared from 57 to 75 ov-
er the same period, putting Mexico on a par
with China or Lithuania. Today 12% of Mex-
icans are over 60, up from 9% in 2010; by
2050 they will be around a quarter of the
population. “Mexico’s population pyramid
is no longer so clearly a pyramid,” says Ba-
ruch Sanginés, a demographer. Covid-19,
which according to The Economist’s calcu-
lations has resulted in over half a million
excess deaths in Mexico, may have slowed
down this trend, but only slightly.

Most countries that are grey are also
rich, and so can afford good public services
for the elderly. For not-yet-rich countries
like Mexico, rapid ageing presents trickier
problems. Mexican policy-makers are
starting to take note of the situation and
grapple with it, but too slowly, says Luis

Miguel Gutiérrez Robledo of the National
Institute of Geriatrics, a government re-
search body.

Mexico’s old people, unfortunately, are
not in good shape. Nearly a third of those
over the age of 50 are obese, compared with
one-fifth in 1995, according to the national
statistical agency. Not surprisingly, diabe-
tes and heart disease are widespread. As
people live longer, dementia is becoming
more common, too.

On top of this, Mexico’s public health-
care system is fragmented. A survey from
2018 found that 12% of old people lacked
access to any medical service, whether in
private or public clinics. There are 700 ge-
riatric specialists in the country, serving a
population of 126m. In the United States
there are ten times as many (for a popula-

==
When more will be sixty-four
Mexico, total population by age group, m

92020 2050 forecast

12

0 10 20 30 40 50 60 70 80 90 100+
Age group

Source: UN Population Division

The Economist October 23rd 2021

tion nearly three times the size).

For many Mexicans care homes have
“negative connotations”, says Ms Tapia. As
in many other Latin countries, most think
the elderly should be cared for at home,
surrounded by their relatives and loved
ones. But this creates a burden that many
middle-aged Mexicans find hard to shoul-
der. More women work outside the home,
so have less time and perhaps less inclina-
tion to take on the traditional role of care-
giver. In 1990 34% of women were in the
workforce; 46% are now.

In a sunny patio filled with cactuses,
Ramon Jordan explains that his mother,
100-year-old Amalia Rocha Hernandez,
moved in with him after being passed be-
tween his siblings, each of whom grew
tired of looking after her. Mr Jordan is 66.
“Hijole, he’s old too!” says Ms Rocha, look-
ing up from her sewing. MrJordan says his
mother is no burden, but then lists a litany
of difficulties he faces, from her wanting to
talk too much to her knocking on his door
at night.

Help is hard to come by. There is no
comprehensive public system of carers
and private ones cost a lot. MrJordan relies
on his son and daughter-in-law to help.
The National Institute of Geriatrics reck-
ons there are only 1,490 care homes, offer-
ing 40,000 places, in the whole of Mexico.
Almost all are private and costly. Casa Ali-
cia charges 16,000 pesos ($793) a month for
residents, and 9,500 pesos for those who
use the day centre.

Will you still feed me

An estimated 38% of old people are poor,
by an official measure that includes not
only income but access to services. No uni-
versal social-security system exists in
Mexico. Since most jobs are informal, less
than half of Mexicans have a pension. Pe-
dro Vasquez Colmenares, the author of a
book on the subject, describes the lack of
universal pensions as the country’s “big-
gest failure since the Mexican Revolution”.

President Andrés Manuel Lépez Obra-
dor has increased cash handouts to the el-
derly. But even if these bungs outlast his
time in office (he is stepping down in
2024), it is not clear that they are sustain-
able, as the number of old people grows.

A few states are trying to provide more
care. In Veracruz, which is ageing faster
than all but two of Mexico’s 32 states, the
local health authority runs three public
homes that look after 120 people. And
some private firms are stepping in, too, by
hiring the elderly, whom they praise as en-
thusiastic and diligent. Walmart, an Amer-
ican supermarket chain with branches in
Mexico, hires over-60s to bag groceries.
When Walmart said it would end the prac-
tice in the pandemic, the elderly packers
protested. They are now back at the check-
outs, doubled-masked. m



Reform in Central Asia

From gulag to ordinary grumbles

TASHKENT

Uzbekistan’s president abolished slave labour. What next?

HE SCREENS of the digital billboards il-

luminating the streets of Tashkent flip
between the faces of politicians who are
running in a presidential election on Octo-
ber 24th. Shop windows display posters of
the five candidates lined up side by side.
Newspapers plastered in press Kkiosks
grant equal space to all contenders. Uzbek-
istan is engaged in a scrupulous attempt to
show one-person, one-vote democracy at
work in a competitive election. But in truth
there is only one man, and thatis the presi-
dent, Shavkat Mirziyoyev, who is guaran-
teed to win with a thumping landslide. He
may well improve on the 89% of the vote he
won five years ago.

Mr Mirziyoyev took office in 2016 after
the death of Islam Karimov, whose brutal
27-year rule made his regime a particularly
nasty one even by the standards of the five
Central Asian post-Soviet republics. Under
Karimov—with Mr Mirziyoyev as prime
minister—Uzbekistan forced adults and
children to pick cotton, slaughtered de-
monstrators and tortured prisoners. The
elevation of Mr Mirziyoyev promised more

of the same. Yet over the past half-decade
he has surprised both the 35m-odd Uzbeks
and the world by embracing change.
Forced labour has dramatically declined,
the country’s most notorious prison camp
has been closed, Soviet-era planning in the
vast cotton sector has ended and strict
rules mandating where citizens could live
and travel have been abolished.

Economic reforms have accompanied
political ones as international institutions
have been invited in to offer advice. Entre-
preneurs say the lifting of currency-con-
version restrictions and streamlined cus-
toms procedures have transformed the cli-
mate for business. Day-to-day life has be-
come much easier, says Dildora
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Atadjanova, who runs two small firms. In
the Karimov era she gave up running a café
because of the need to comply with “ridic-
ulous requests”, such as feeding local ap-
paratchiks for nothing. These days officials
are keen to meet the needs of business
owners instead. “The ideological change
has been tremendous,” says Zafar Khashi-
mov, the boss of Korzinka, a supermarket
chain. The government even managed to
sustain growth last year, when the pan-
demic caused most economies to contract.

Yet the reforms so far have been the
“pleasant”, or less painful ones, says Jam-
shid Kuchkarov, a deputy prime minister.
The difficult business of structural change
lies ahead. The state squats heavily over
the economy, controlling 55% of assets and
85% of the banking sector. A privatisation
drive aimed at reducing the number of
state-owned enterprises by three-quarters
has begun, but the behemoths need over-
hauling to lure investors. Land reform is
going slowly. Corruption and cronyism re-
main endemic.

Political reform might help Mr Mirzi-
yoyev and his overworked ministers tackle
these challenges. Sodiq Safoev, the deputy
chairman of the Senate, said as much re-
cently, remarking that society could not
develop without opposition and “alterna-
tive ideas”. The president has declared
himself open to opposition. But in practice
his government has proved resistant to
registering parties critical of the status
quo. Citing a technicality, the government pp
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» rejected a bid by one little-known maver-
ick to set up an opposition party as a
springboard for an election bid.

The law bars independent candidates
from running, and Mr Mirziyoyev faces lit-
tle threat from the four candidates repre-
senting pro-government parties—the only
type that exists. “I'll toss a coin,” jokes
Shavkat Mamedov, who rents out bicycles
in Tashkent, explaining how he will decide
which box to tick on the ballot paper.

One reason for the slow pace of change
is the intelligence service, which remains
resistant to the emergence of a genuine
civil society, says Agzam Turgunov, a for-
mer political detainee who spent a decade
in Jaslyk, a prison camp shut down by Mr
Mirziyoyev. He is one of 50 political pris-
oners released under the president’s rule.
But 2,200 inmates—10% of the prison pop-
ulation—are still in jail on religiously and
politically motivated charges, according to
an American government commission.

One of Mr Mirziyoyev's early moves
after coming to power was to rein in the se-
curity service by firing its longtime boss
and curbing its powers. But the legacy of a
police state lurks, and the spooks like to
flex their muscles. They are behind several
secret trials on spurious treason and espio-
nage charges that have alarmed rights
campaigners. These include the case of Ka-
dyr Yusupov, an ex-diplomat who remains
behind bars on treason charges despite UN
calls to free him.

Emboldened Uzbek media report un-
flattering news, and these days take on top-
ics that were formerly taboo, such as cor-
ruption. But red lines remain for reporters,
and some websites and social-media net-
works are blocked. The jailing of an out-
spoken blogger on dubious corruption
charges and the arrest of a social-media
firebrand on charges of insulting the presi-
dent this year made journalists shiver.

There are mutterings in Tashkent that
the government is losing reform momen-
tum as vested interests push back. But Mr
Mirziyoyev’s supporters are bullish none-
theless. U-turns are out of the question, in-
sists Mr Safoev, deputy chairman of the
Senate. “The way back is suicide.” ®
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Afghanistan

More extreme than
the extremists

ISLAMABAD
The Taliban find themselves on the
wrong side of an insurgency

S SOON As the first gunshots echoed

across the courtyard from the street
outside, the congregation began to scatter.
The worshippers at Kandahar’s Bibi Fatima
mosque were all too aware of the fate of
their fellow Shia Muslims in Kunduz a
week earlier and immediately started run-
ning. The warning came too late. Suicide-
bombers had shot their way into the build-
ing. Seconds later a cloud of dust engulfed
the scene as they blew themselves up.

The blast on October 15th killed at least
40 people, though some put the toll far
higher. Seven days earlier, at the Gozar-e-
Sayed Abad mosque in the capital of Kun-
duz province, Friday prayers had been in-
terrupted by a similar atrocity. In that at-
tack at least 50 died. Both bombings were
claimed by the local offshoot of Islamic
State (1s), known as Islamic State Khorasan
Province (ISKP).

Two months after the Taliban’s take-
over and America’s withdrawal—during
which an 1skp bombing killed more than
100—it is this group, rather than any resid-
ual resistance from the former govern-
ment, that has emerged as the new re-
gime’s biggest security challenge. The
mosque bombings have been accompa-
nied by assassinations of Taliban fighters.
Patrols have been ambushed and fighters
kidnapped and beheaded.

ISKP first gained a foothold in the re-
gion in 2014, when it was not only fiercely
anti-Western, but also quickly became a
bitter rival of the Taliban. The jihadists
went on to accuse the Taliban of selling out
for signing a deal with America and co-op-
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erating with its withdrawal. They regularly
attacked the country’s Shia minority,
whom they deem infidels. Their brutality
became notorious in a country already ac-
customed to horror. They began to carve
out territory in Afghanistan’s eastern prov-
inces before being largely beaten back by
the Taliban, who benefited from American
air strikes on the jihadists.

In the tumultuous August days as the
government of Ashraf Ghani, the former
president, collapsed, hundreds of jailed
Iskp fighters escaped from prison. Bol-
stered by these reinforcements, the group
switched from trying to hold rural territory
to waging an urban terrorist campaign, us-
ing the Taliban’s hit-and-run tactics and
suicide-bombings against them. David Pe-
traeus, a former director of the c1A, who al-
so led international troops in Afghanistan
from 2010 to 201, this week told British
MPs that the Taliban were “becoming ac-
quainted with how much more challeng-
ing it is to be a counter-insurgency force
than it is to be insurgents and hang out in
the hills”.

The Taliban’s message, as they seized
power, was that they would bring peace.
Clearly, they have not. Their attempts to
downplay the insurgency sound hollow.
“Daesh [Islamic State] is not a big threat in
Afghanistan, and it has been controlled,”
said the Taliban spokesman, Zabihullah
Mujahid, a day before the Kandahar blast.

Such complacency reassures neither
Afghans nor the country’s neighbours.
Iran’s president, Ebrahim Raisi, on October
18th called on the Taliban to do more. “They
should know if they do not deal with Daesh
seriously and if Daesh is not destroyed in
the region this will pave the way for the ha-
rassment of many other countries and peo-
ple in the region,” he warned. Indeed the
attacks on Shias may spur Iran to engage
more closely with the Taliban, perhaps
sharing intelligence.

The Taliban say they have been break-
ing up 1SKP cells. There are reports of cler-
ics associated with the militants being
killed and of sympathisers being rounded
up. But as Western forces discovered over
the past 20 years, brutal or clumsy counter-
insurgency efforts can be counterproduc-
tive. Asfandyar Mir at the United States In-
stitute of Peace, a government think-tank
in Washington, warns of a “vicious cycle”
of counter-insurgency and violence
against a backdrop of mass-casualty at-
tacks, particularly against minorities.

Though 1sKkP is, for now, the most seri-
ous armed opposition to the Taliban, its ex-
tremism and paranoia make it unlikely to
attract recruits from wider anti-Taliban
constituencies, says Haroun Rahimi, as-
sistant professor of law at the American
University of Afghanistan. But the Taliban
know their many enemies will be watching
for signs of weakness. B
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Violence in Kashmir

Valley of fear

DELHI AND SRINAGAR
A spate of Kkillings aimed at minorities
recalls the bad old days

ANJAY TICKOO fidgets in a small, yellow-

walled room at a secret location sur-
rounded by concertina wire and military
patrols. The security forces tell Mr Tickoo
that his confinement is for his own good,
and he believes them. He is a Pandit, born
to one of the 800-odd Hindu families in
Kashmir who stayed on through a genera-
tion of deadly insurgency. This month un-
identified militants have shot and killed at
least 11 civilians—Pandits, Sikhs and non-
Kashmiri migrants from elsewhere in In-
dia—for the apparent purpose of terroris-
ing those minorities who still live along-
side the Kashmiri Muslim majority.

India and Pakistan have been fighting
over the state of Jammu & Kashmir since
1947. Each administers a part and claims
the whole. But the region’s centre of gravi-
ty, the Kashmir valley, has always been
held by India. It has been gripped by sepa-
ratist fevers since 1989. Roughly half a mil-
lion Indian troops have become a perma-
nent presence. Tens of thousands of Kash-
miris have been Kkilled in the process. Mil-
lions more are angry about living in what
has come to resemble occupied territory.

This was all supposed to change on Au-
gust 5th 2019. Fresh into his second term,
India’s prime minister, Narendra Modi,
pushed two bills through parliament that
cleaved the state in two and scrapped what
autonomy it still enjoyed. Under the new
regime, Kashmir is ruled directly from Del-
hi, the national capital. The reorganisation
promised to replace corrupt politicians, to
attract investment and prosperity and to
bring lasting peace.

Two years on, none of these aims has
been realised. No new political class has
been mustered to represent the Kashmiri
people at home or in Delhi; unemploy-
ment, at 21%, is the highest in India; and
killings of all kinds rattle Srinagar, the for-
mer state’s capital. The pandemic could be
blamed for some of these problems. In-
stead the central government pretends
they do not exist. On October 12th the head
of its human-rights commission praised
the home minister for blessing Kashmir
with “a new era of peace, and law and or-
der”. A week earlier, a Hindu businessman
named Makhan Lal Bindroo (pictured) had
been shot point-blank at his pharmacy.

Not all bloodshed in Kashmir garners
coverage. It is barely news when troops are
ambushed—nine died on October nth—or
when Kashmiri Muslims are killed, as

when paramilitary forces gunned down a
young nomad named Parvez Ahmed Khan
for failing to stop at a checkpoint, two days
after Mr Bindroo’s death. But the current
wave of assassinations targeting victims
on the basis of religious and ethnic identi-
ty has reminded Kashmiris of old wounds.

Most Pandits fled during a grim insur-
gency in1990s. There are also some 80,000
Sikhs, some of whom are now being mur-
dered too. But by far the largest, most vul-
nerable group of potential targets are the
migrant workers who have come from the
rest of India, mainly the poor states of Bi-
har and Uttar Pradesh, over the past two
decades. Some are Muslim; most are Hin-
du. None speaks the local language and al-
most all relocated to escape penury. There
may be 300,000-400,000, including many
now scrambling to flee.

An outfit calling itself the Resistance
Front (TRF), which Indian security forces
say has links to Pakistan, has claimed re-
sponsibility for the killings. Most Kashmi-
ris of all religions are appalled at the vio-
lence aimed at the defenceless. It may be
that TRF or other groups are attacking civil-
ians around Srinagar because their forces
have been worn down from the fight
against armed forces in the countryside
and are finding softer targets.

Or it may be that the terrorists are trying
to pre-empt an influx of Indian settlers in-
to the valley. Their actions betray a broader
obsession with demography in the territo-
ry, one in which Muslims are the majority.
When Kashmir’s special protections were
abrogated, Kashmiris were most alarmed
to be losing a constitutional assurance that
purchases of land would never be opened
to outsiders, who could overwhelm them
with sheer numbers. Mr Modi’s Hindu-
nationalist government has hardly allayed
those fears. Instead it has tested ways to
minimise the demographic strength of the
valley’s Muslims. First it made 400,000

The bloody toll ticks up
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Hindus displaced from Pakistan in1947 eli-
gible for permanent residency. Then it lib-
eralised the criteria for more recent immi-
grants to settle. It also seems to be gerry-
mandering Kashmir’s future constituen-
cies to the disadvantage of Muslims.

The government’s priority is to thwart
the terrorists from provoking another exo-
dus. In response to the murder of three Bi-
hari workers, the territory’s police chief
this week ushered vulnerable migrants in-
to military camps for their protection. That
will not be enough. Sandeep Koul, a young
Pandit hunkering down at his mother’s
home in Srinagar, complains, “We have
done nothing to deserve this fate.” Mr Koul
is 29 years old; he has lived under the shad-
ow of militancy his whole life. “If the at-
tacks continue,” he laments, “my family,
too, will have to leave Kashmir.” |

Politics in Singapore

Outside job

A new law designed to prevent foreign
meddling could muzzle civil society

ARLIAMENTARY DEBATE in Singapore,

which has been governed by the same
political party since 1959, usually makes
for snoozy viewing. Not on October
4th. The bill under discussion was to give
the government sweeping powers to curb
foreign influence in local politics. Legisla-
tors agreed that the government needed
tools to strike back at malign foreign ac-
tors. But the Foreign Interference (Coun-
termeasures) Act is “draconian”, one oppo-
sition MP thundered. And why, other law-
makers asked, was Parliament given just
three weeks to digest a 249-page bill?
Nonetheless, the bill was eventually
passed into law.

The government maintains that the law
is urgently needed in an era when foreign
countries are ramping up cyber-espionage.
The city-state “is especially vulnerable to
foreign interference”, it says, because of its
diverse racial make-up. Though the home
affairs ministry has avoided directly nam-
ing countries it is worried about, it cited a
report from a French defence think-tank
which said that Singapore was vulnerable
to Chinese influence operations because of
its multi-ethnic population.

The law gives the government several
tools to put the brakes on hostile-informa-
tion campaigns and thwart any spies or lo-
cals enlisted by foreign actors. The state
can compel internet companies to hand
over user information and to remove con-
tentand apps without giving a reason. Peo-
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» nificant” must report donations exceeding
S$10,000 ($7,440) and disclose their deal-
ings with foreigners, even if those rela-
tionships are apolitical in nature. The law
covers Singaporeans’ ties not just with for-
eign governments but also with foreign in-
dividuals, organisations and companies.

Penalties for violating the act are harsh,
and include up to 14 years in prison and
S$100,000 in fines. Appeals must be made
to the home minister or a government-ap-
pointed tribunal. The government main-
tains that decisions must not be disputed
in open court because sensitive informa-

tion would leak. But without transparent
judicial oversight, it will be hard for people
to challenge the government’s decisions.
There is a “50-50” chance that the courts
will deem this unconstitutional, reckons
Eugene Tan, a law professor at Singapore
Management University.

Critics worry that terms like “foreign
interference” are so broadly defined as to
include “almost any form of expression
and association relating to politics”, as 11
human-rights organisations put it in an
open letter. Some civil-society organisa-
tions critical of the government fear that

Learning how to be happy again

Restarting Asian tourism will be harder than shutting it down

ALL IT AN October surprise. Almost
every day over the past two weeks
countries across Asia have revealed plans
to loosen pandemic-induced restrictions

on inbound tourism. India went first,
announcing on October 7th that it would
atlast resume issuing tourist visas for
visitors from all countries on November
15th. Two days later Singapore expanded
its quarantine-free travel lanes beyond
just Germany and Brunei. Prayuth Chan-
ocha, Thailand’s prime minister, said on
October uth that fully vaccinated tourists
would be able to visit any part of the
country without quarantine from No-
vember 1st.

Several Indonesian islands, including
Bali, opened up on October 14th. Malay-
sia’s prime minister hinted at a reopen-
ing in December. Fiji’s government said
it wants people to spend Christmas
there. Even parts of Australia, which has
had among the harshest travel policies in
the world, will welcome travellers again
from next month. “For double-vaccinat-
ed people around the world, Sydney, New
South Wales, is open for business,” said
Dominic Perrottet, the state’s premier.

Yet India is an exception in throwing
open its borders to all tourists. Most
Asian countries welcoming travellers are
doing so only for those from a carefully
chosen list of countries, with acres of
small print. Thailand will at first open its
doors only to ten, mostly European
countries. Bali is welcoming travellers
from 19, half from Europe and none from
its own region of South-East Asia. Singa-
pore’s list has expanded from two to 1,
with most in Europe, and even then only
on designated flights. Scott Morrison,
Australia’s prime minister, threw cold
water over Mr Perrottet’s reopening a few
days later when he said that it will at first
apply only to Australian citizens, resi-

dents and their families.

Indeed, the more reliant a country is on
tourism, the greater seems to be its cau-
tion. In 2019 tourism made up about half
of Fiji's exports, a fifth of Thailand’s, and
nearly a tenth of Malaysia’s. India, by
contrast, relied on tourists for just 6% of
exports. The share for Singapore is smaller
still, but the city-state’s economic model
depends on being open to the world. The
announcements are less an indication of
enthusiasm for welcoming visitors back
than of the sense that it would be especial-
ly damaging to delay longer: now is when
people book their winter holidays.

That is one reason why the reopening
is so limited. Many Asian economies
desperately need a decent season of in-
bound tourism but do not feel fully pre-
pared to welcome lots of visitors. Even in
Thailand, where tourism accounts for a
fifth of jobs, 60% of people said in a recent
survey that November 1st was too soon for
the country to open up.

A phased approach allows locals to get
used to the idea of tourists again. It will
also help businesses, which must refill
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the law will be used to silence them. The
government counters that citizens are free
to express their political views.

Many Singaporeans are still nervous.
P.J. Thum, the boss of New Naratif, an inde-
pendent news website, says that a local
company has broken its contract with his
firm because itis worried it may breach the
law merely by transacting with it. During
the parliamentary debate, a cabinet minis-
ter suggested that Mr Thum, who is often
critical of the government, is an agent of
foreign interference. Already, says one ac-
tivist, “that culture of fear” is back. m
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their swimming pools and rehire work-
ers after nearly two years of closures.
Taking things slowly is useful for govern-
ments, too, which are watching covid-19
case numbers and worry that they may
need to throttle back.

“The first markets to open up will be
vulnerable to overtourism,” says Liz
Ortiguera of the Pacific Asia Travel Asso-
ciation, an industry body. The choice of
European countries may in part reflect
that concern. The vast majority of tour-
ists in Asia come from other Asian coun-
tries, who tend to make shorter trips and
therefore spend less per visit. Europeans
and Americans, having travelled all the
way, often stay longer and spend more
freely, says David Vanzetti of the Univer-
sity of Western Australia. As countries
re-open, they are trying to maximise
profits while keeping visitor numbers
manageable.

The near-total halt in travel and tou-
rism caused by the pandemic is unique
in being caused by a lack of supply rather
than demand, says Xiang “Robert” Li of
Us-Asia Center for Tourism & Hospitality
Research at Temple University in Phila-
delphia. People still want to travel, and
will get back on the road as soon as they
are allowed. After past crises, such as the
SARS outbreak in 2002-04, travel reco-
vered domestically at first, then regional-
ly and eventually across long distances.
The same will be true this time, perhaps
even more so after nearly two years of
public-health messages that painted the
outside world as a mortal threat. “We
used to take travel for granted,” says Mr
Li. But after 18 months of being ground-
ed, “we realise that tourism is not just
superficial fun. It actually is part of the
contemporary lifestyle and has a lot to do
with our well-being, who we are, and
how to be happy.”
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Uyghur culture

Poetry from the gulag

NEW YORK

R 2 ki i,

Uyghur artists and intellectuals are being imprisoned. Some of their work escapes

FFICIALS IN XINJIANG have always

been suspicious of the distinctive cul-
tural identity of ethnic Uyghurs. They wor-
ry that it may fuel separatist yearnings in
the far-western region. But in 2014, as the
authorities stepped up their campaign to
crush terrorism there, the government still
tolerated displays of pride in Uyghur cul-
ture. In October that year a new talent
show, “The Voice of the Silk Road”, aired on
state-owned Xinjiang Television. It fea-
tured songs in various styles, from pop and
R&B to traditional mugam music with lyr-
ics influenced by classical poetry. The
judges mostly spoke in Uyghur.

When China began to open up in the
late 1970s, after the death of Mao Zedong,
Uyghur culture was allowed to flourish, as
long as it avoided any hint of support for a
separate Uyghur state. Uyghur writers pro-
duced poems and songs filled with univer-
sally familiar themes such as love and loss,
but also conveying pride in their identity.
They created innovative blends of mugam
with rock and hip-hop that turned a few
Uyghurs into household names in China.
Songs in such styles were aired on “The
Voice of the Silk Road”.

There was nothing politically edgy
about the show. It was merely a regional
adaptation of a national hit, “The Voice of
China” (which is still running). But it fell
victim to a security clampdown, launched
in response to sporadic attacks by Uyghurs
on Chinese belonging to the ethnic-Han
majority. Since 2017 some of the show’s
stars have disappeared into a vast new gu-
lag in which more than 1m people, most of
them Uyghurs, have been locked up.

Officials say the camps offer “vocation-
al education” to help Uyghurs find better
jobs and to curb their “extremist” tenden-
cies. But many of those detained have
shown no more sign of extremism than
simply being devout Muslims. Often, as
with those involved in “The Voice of the
Silk Road”, their crime has been to show
too much enthusiasm for Uyghur culture,
not necessarily just Islam.

Those rounded up who were linked
with the show include Zahirshah Ablimit,
who came second in the competition of
2014, and Muhtar Bugra, a businessman
and poet who was its financier and head
producer. Both were eventually released.
Still thought to be inside are Memetjan Ab-
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duqadir, another producer who is also an
actor and singer, and Mekhmutjan Sidiq,
the director of Xinjiang Television.

Uyghur groups in the West reckon that
the four are among nearly 400 intellectu-
als and cultural figures who have been de-
tained in the new camps, sent to regular
prisons or who have otherwise disap-
peared since the clampdown began. Some
are well known in the region: Perhat Tur-
sun, a novelist and poet; Tashpolat Tiyip,
the president of Xinjiang University; Ra-
hile Dawut, a scholar of Uyghur folklore;
and Ablajan Ayup, an actor and singer
sometimes described as a Uyghur Justin
Bieber. Others associated with Uyghur cul-
ture have been paraded on state television
praising the virtues of the Communist Par-
ty or singing patriotic songs.

The chill had begun even before the air-
ing of the first episode of “The Voice of the
Silk Road”. In September 2014 ITham Tohti,
a revered academic with moderate politi-
cal views, was sentenced to life in prison
for separatism. Mr Tohti had maintained a
website that hosted writing by Uyghur in-
tellectuals on social and cultural issues. He
had dared to call for more enlightened offi-
cial treatment of his ethnic group.

Today the only Uyghur culture allowed
in Chinais of atoken kind, conformingto a k¢

Vacancy The Economist is hiring a correspondent to
write about China. We are looking for someone who
can read and speak Chinese, has excellent writing
skills in English and is a sharp analyst. Location
negotiable. Please send a cv and an unpublished
600-word article on a topic related to China

to chinajob@economist.com by November 30th.
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» stereotype endorsed by the party such as
smiling Uyghurs wearing brightly col-
oured traditional costume, dancing in
public squares and singing, often in Man-
darin. On September 29th, at a side event
during a meeting in New York of the UN
General Assembly, Chinese diplomats
showed a video of such performances. It
was called “Xinjiang is a Wonderful Land”.

Uyghurs living in exile in the West have
been waging a parallel campaign to keep
their culture alive. It has involved airing
the works of underground artists in Xin-
jlang whose songs and poems explore
more politically risky themes such as op-
pression and alienation, says Mukaddas
Mijit, a specialistin Uyghur music living in
France. As repression has tightened, she
says, the works of such musicians and po-
ets have become increasingly suffused
with lament and despair.

Some writing has even emerged from
the camps, such as poetry by Abduqadir Ja-
lalidin, an academic. His verses were
memorised by other inmates who relayed
them to the outside world. “In this forgot-
ten place I have no lover’s touch”, one be-
gins. “Each night brings darker dreams, I
have no amulet / My life is all I ask, I have
no other thirst / These silent thoughts tor-
ment, I have no way to hope.” The transla-
tion is by Joshua Freeman of Princeton
University, a former student of his.

In 2022 anovel by Mr Tursun, one of the
detained writers, will be published abroad
in English. Called “The Backstreets”, it first
appeared online, in Uyghur, in 2013. The
surreal fable echoes Ralph Ellison’s classic
novel “Invisible Man”, about a black Amer-
ican who does not feel fully seen (Mr Tur-
sun was influenced by Ellison). On a street
in Urumgqi, Xinjiang’s capital, the narrator
meets a man who vows to “chop” to death
everyone in southern Xinjiang, a mostly
Uyghur area. The man vanishes into the
fog and the narrator muses: “I would al-
ways be the one he was going to chop, even
though we didn’t know each other.”

Mr Tursun’s writings and links with
other cultural personalities in Xinjiang
may have led to his detention in 2018 and
his reported jail term of 16 years. A public
figure in Urumgqi, his politics had once
been officially acceptable. He had even
criticised Uyghur ethno-nationalism.

But displays of loyalty to the party are
no longer enough to keep people safe. In
2017 Shireli Eltekin, a famous singer, re-
leased “A Song for Leader XiJinping”, a pae-
an to China’s president. It includes fawn-
ing lyrics such as: “You put light into the
hearts of the people.” Uyghurs in exile were
dismayed to hear a much-loved performer
crooning for the regime. But one night in
June he was taken away from his home in
his pyjamas, says a family friend.

In 2018 “The Voice of the Silk Road” was
discontinued. It returned last year, with

changes. Introducing the new series, the
host made approving remarks about build-
ing socialism in Xinjiang and loving the
party. In this year’s competition, the first
contestant to take to the stage sang a
Uyghur-language song from the 1950s
called “Leader Mao Zedong”. In the show’s
early days, this would have been “unimag-
inable”, says Elise Anderson of the Uyghur
Human Rights Project in Washington, an
American ethnomusicologist who com-
peted in the inaugural series of “The Voice
of the Silk Road” in 2014.

Such popular entertainment used to
suggest at least some official acceptance of
Uyghur culture. Now it is evidence of its
suppression. Ms Anderson worries that,
inside China, “only a Potemkin version”
may survive. B

Nuclear weapons

Glide and seek

Taking the nuclear arms race to orbit

I N LATE JULY a Chinese Long March rocket
streaked into space, much like the doz-
ens that took off last year. But having be-
gun to orbit the Earth, this rocket’s payload
then lurched downwards, glided through
the upper atmosphere and finally crashed
to the ground. American officials were
stunned, says the Financial Times, which
recently broke news that this had been a
test of a nuclear-capable hypersonic glider
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(China denies it). China conducted anoth-
er such experiment a couple of weeks later,
says the newspaper.

The novelty of such gliders is not that
they are unusually fast—in some cases,
they are slower than an intercontinental
ballistic missile (ICBM) as it re-enters the
atmosphere—but that they are manoeuv-
rable. A Russian or Chinese 1CBM fired at
America travels over the North Pole and
high into space, visible to radar systems in
the Arctic, and then plunges back down in
a predictable way (see diagram).

Gliders are also taken up on rockets but
they are released much lower and re-enter
the atmosphere very quickly, if they leave it
at all, making them less visible to radar.
Then they cruise, unpowered, over long
distances, allowing them to take
convoluted routes that skirt around mis-
sile defences. America and the Soviet Un-
ion experimented with gliders in the cold
war. Many others are doing so today.

China’s tests, however, involved a twist.
The gliders did not simply go up and coast
down, but also circled the Earth in space.
This is similar to the approach employed
by the Soviet Union’s Fractional Orbital
Bombardment System—fractional because
it did not involve a full revolution around
the Earth—which was deployed between
1969 and 1983. The advantage of an orbital
weapon is that it can go over the South Pole
and reach America from a direction where
the country has neither ground-based ra-
dar nor perfect coverage from infra-red sat-
ellites that can spot rocket engines.

The combination of orbiter and glider is
not in itself new. America’s old space shut-
tle and its current X-37B spaceplane are ex-
amples of things that are sent up by rocket,
go into orbit and then glide back. The dif-
ference is that the shuttle was not built to
crash to the ground with nukes attached.
China appears to be the first to turn this
combination into a prototype of a weapon,
says Tong Zhao of the Carnegie-Tsinghua
Centre for Global Policy in Beijing.

China’s motivation for doing this may,
in part, relate to America’s development of
missile defences, which intensified after
the administration of George W. Bush
withdrew from the Anti-Ballistic Missile
treaty in 2002. China and Russia are build-
ing ever more exotic nukes to ensure that
their missiles can penetrate any current or
future American defences.

The growing geopolitical and military
competition between America and China
seems to have turbocharged China’s nuc-
lear ambitions. Earlier this year, research-
ers discovered two large fields of suspected
ICBM silos in northern China. All this re-
flects not just narrow military calcula-
tions, but political ones, too. China, sug-
gests Mr Zhao, believes that nuclear
strength “helps force the us to accept
peaceful co-existence”. ®
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China

Chaguan | The Communist Party’s confidence

A revealing visit to a rural county that gets help from the foreign ministry

INCE THE Ming dynasty, Chinese who are oppressed by local
S officials have sighed, by way of explanation: “The heavens are
high, and the emperor far away.” An earthier variant runs: “With
no tiger in the mountains, the monkeys are in charge.” Today’s
Communist Party bosses have no time for such cynicism. They
want the masses to believe that, even in the remotest villages,
their welfare is the concern of an all-knowing leader, Xi Jinping,
served by officials striving to follow his stern but wise example.

Inspiring the public is not the party’s only concern. A central
task of the Xi era is to transform morale among the country’s gom
party members, including millions of bureaucrats. Officials are
told that they serve a rising China, whose growing strength is the
awe of the world. Since Mr Xi became supreme leader in 2012,
party membership has been presented as something close to a sec-
ular priesthood, in which a select few selflessly serve the masses.
Government ministries in Beijing play their part in spreading the
faith. Their high-flying staff—almost always party members—
compete for the career-enhancing honour of a stint as grassroots
officials in impoverished villages and towns.

Central government departments have sponsored a growing
number of poor counties around the country since 1992, when the
State Council first urged ministries to pair up with left-behind
places. Chaguan recently spent four days in Malipo, a remote
county of conical, cloud-topped hills, terraced fields and fruit or-
chards in the southern province of Yunnan, on the border with
Vietnam. Malipo has been sponsored for 29 years by the foreign
ministry, which organised (but did not pay for) this reporter’s visit
with a delegation of officials from the national and provincial gov-
ernments. The ministry uses its connections to help the county,
which was declared free of extreme poverty in 2019 and last year
recorded an average income per person of 11,984 yuan ($1,874). For-
eign embassies and businesses have donated school buildings,
books and scholarships. On October 17th America’s National Bas-
ketball Association donated a new basketball court to a middle
school in Malipo (the NBA is still trying to mend fences in China
after a coach signalled support for Hong Kong’s democrats, trig-
gering nationalist fury). “Of course this is thanks to the foreign
ministry,” said the headmaster, as teenage pupils intently copied

the moves of visiting NBA coaches, or shyly asked them for auto-
graphs. The nearest city, Wenshan, used to be hours away along
winding roads. A new motorway opened on October 1st, following
lobbying by the foreign ministry. A diplomatic charity raised
funds to build clean water systems for villagers who previously
fetched water by hand.

Dozens of younger diplomats have done stints as volunteer
teachers in primary schools in villages. More importantly, the
ministry sends a mid-ranking official to serve for a year or two as
Malipo’s deputy county chief. Duties include conducting foreign
policy, for officials in Yunnan must talk to Vietnamese counter-
parts about exchanges of students or travel permits for ethnic mi-
norities whose lands straddle the frontier. Both sides regularly
clear landmines from border areas—a lethal legacy of China’s brief
invasion of Vietnam in 1979, which still costs locals limbs.

Domestic tasks also loom. The ministry’s current man in Mali-
po, Chen Minghuang, served in Japan for several years. In addition
to seeking inward investments for the county, he is, among other
things, responsible for water quality in several rivers. Asked why a
non-specialist can be entrusted with such work, a local official
praises foreign-ministry volunteers for their promotional skills.
Diplomats may not know how to raise a pig, but they can spot what
makes a pig from Malipo marketable, she enthuses.

Chaguan ventures at one point that an Oxbridge-educated Brit-
ish diplomat may receive a thin welcome if sent to help run a
county in rural Scotland, without any experience in local govern-
ment. China is not so hung up about elitism, it turns out. The for-
eign ministry sends “the best of the best”, responds an official
from Beijing. It sends party members, because they are expected
to be moral exemplars. “Compared with the masses, party mem-
bers represent more progressive and developed forces. That’s how
they can help the people,” says the visitor from Beijing. A years-
long anti-corruption drive has created a culture of honesty among
officials of all ranks, she adds. At an agricultural training base, lo-
cal officials offer a broad defence of rule by technocrats. Farmers
may not understand which crops will grow well, and which will
make money, says a county official. The role of experts is to guide
them to harness market forces.

Heaven near at hand, and the emperor close by

Some may dismiss all this as a mere propaganda tour. Certainly,
the delegation was only taken to handsomely restored villages and
model farms, and greeted by folk dancers at every turn. It would
take many days of independent reporting to assess the foreign
ministry’s help, not to mention its sustainability. Malipo is just
one of 88 counties in Yunnan formerly ranked as extremely poor.

Buta visit to Malipo is a window on something else important.
Lots of officials are increasingly proud of the system they serve,
especially as they survey what they regard as chaos in the West.
More than before they talk openly about the party’s role in that
system. As Mr Chen puts it, millions of party members are work-
ing towards the same goals, guided by strong leaders. He describes
the changing views of Malipo’s masses as they see their roads be-
ing paved, and houses and schools restored. “The central govern-
ment always enjoyed a high status in people’s minds. Now local
government’s reputation has also risen,” Mr Chen says.

Mr Xi’s China remains a big country with complex problems,
run by men who see a world full of hostile forces. But the domestic
confidence of its ruling party is unmistakable. OQutsiders miss that
tigerish swagger at their peril. B



ud Middle East & Africa

The Economist October 23rd 2021

Nigeria

When things fall apart

ABUJA AND ENUGU

How kidnappers, zealots and rebels are making Nigeria ungovernable

NE EVENING in March Emmanuel was

in bed, about to doze off. The next mo-
ment, armed men burst into his college
dormitory in north-west Nigeria and
dragged him and 38 other panicked, half-
dressed students outside and deep into a
forest. “We were tortured,” says Emman-
uel. One bandit would film as others beat
the screaming students, who were forced
to call their parents to demand a total ran-
som of 5oom naira ($1.2m). Emmanuel’s fa-
ther sold his car to find the cash.

“Security [in Nigeria] is at its worst
since the civil war,” says Cheta Nwanze of
sBM Intelligence, a consultancy in Lagos.
This is a startling claim. The Biafran war of
1967-70, when the Igbos of the oil-rich
south-east tried but failed to secede from
Nigeria, claimed an estimated im lives.
Since then, Nigeria has held together. The
country of 20om people has had moun-
tains of problems, from corruption and
ethnic strife to a string of military dicta-
tors. But it has been democratic since 1999.
And parts of it are thriving, especially in

the south-west. Lagos, the commercial
capital, is home to vigorous banks, a hip
technology scene and a flourishing film in-
dustry, Nollywood.

Yet Mr Nwanze is right. Much of the
country is sliding towards ungovernabili-
ty. A jihadist insurgency in the north-east
is spreading. Rebellion is brewing once
more in the south-east. And across most of
the country rich and poor alike live in fear
of kidnappers, warlords or cattle rustlers.
Even the sea provides no haven: the Gulf of
Guinea is the world’s hotspot for piracy.

The country is growing ever harder to
live or work in. The share of adults who tell
Gallup that they want to emigrate for good
has risen from 41% in 2012 to 48% in 2018.
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Among the young, a clear majority wish to
leave. Shell, an oil giant that was long Nige-
ria’s biggest foreign investor, and which
stuck around during the grimmest years of
military rule, recently said it would pull
out, citing the threat of violence. The army
has now been deployed to every one of Ni-
geria’s 36 states, says Mr Nwanze.

Nigeria is not yet a failed state, but large
parts of it are failing. This matters not only
because one sub-Saharan African in six is
Nigerian. The country also has Africa’s
largest economy, whose dreadful perfor-
mance holds the continent back. And its
conflicts are spilling across borders, desta-
bilising fragile neighbours such as Niger
and Chad and amplifying the jihadist
threat across the Sahel.

Nigeria’s instability is largely born of
poor governance. Britain, the colonial
power, lumped together many groups in
one country: Muslims in the north, Chris-
tians in the south, numerous and overlap-
ping ethnic groups in different regions.
Politics has long been a tussle to grab pet-
rodollars, the source of about half of gov-
ernment revenues. All groups gripe that
they are short-changed. Most are right—a
corrupt elite grabs a huge portion, leaving
only scraps for ordinary Nigerians of any
group. Since politics is the swiftest route to
wealth, it is a violent business, cursed by
candidates who drum up ethnic or reli-
gious strife to win support.

What has changed in recent years is that pp
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» the government has grown so rotten that it
struggles to control wide swathes of terri-
tory. To understand how, start in the north-
east. In 2009 a jihadist insurgency erupted
there. Thejihadists called themselves Boko
Haram (“Western education is sinful”).
They were fed up with predatory govern-
ment, eager to establish a theocracy, and
not averse to seizing loot and women.
Their insurgency has directly cost some
35,000 lives, plus another 314,000 from
war-induced disease and hunger, esti-
mates the UN. In 2015 they nearly captured
Maiduguri, the biggest city in the north-
east. A force of mercenaries, reinforced by
Nigeria’s army, pushed them back into iso-
lated swamps and forests.

Muhammadu Buhari, a former general
and military ruler, was elected president
that year after vowing to restore peace.
Alas, he has failed. Over the past six years
the jihadists have regrouped in the coun-
tryside, hoisting their black flags over vil-
lage after village. They are once more
threatening Maiduguri, this time under
the banner of Islamic State West Africa
Province (1SWAP), an offshoot of Boko Ha-
ram that now outguns it.

ISWAP is “much more dangerous” to the
Nigerian state, says Vincent Foucher of the
International Crisis Group (ICG), a Brus-
sels-based think-tank. The number of Ni-
gerian soldiers being killed by jihadists is
rising. Their morale is falling. The fight is
not entirely one-sided. Nigeria claimed
this week that one of 1ISWAP’s leaders, Abu
Musab al-Barnawi, is dead. Officials gave
no specifics, however, and have a habit of
claiming to have killed jihadists who turn
out still to be alive.

The Nigerian government also boasts
that thousands of Boko Haram insurgents
have recently surrendered. Yet this is be-
cause of fighting between Boko Haram and
ISWAP, rather than successes by Nigeria’s
army, says Mr Foucher. Despite having
similar aims, the groups hate each other.

Nigeria’s unofficial strategy now seems
to be to contain the jihadists, rather than
defeat them. The government has de-
ployed enough force to control the biggest
towns and escort convoys along the main
roads, but not enough to hold, much less
govern, the smaller towns and villages. The
army is thinly stretched. Trying to pacify
the north-east is only one of its problems.

This year more people were killed by
criminal gangs in the north-west than by
jihadists in the north-east. Bandits, as they
are known, roar into villages on motor-
bikes to steal cattle and anything else of
value. They threaten to torch houses un-
less villagers pay protection money. They
murder anyone suspected of being a
snitch. In Zamfara state in June bandits
shot dead 41 farmers as they were planting
crops. The governor of neighbouring Katsi-
na state told voters not to rely on the police

or army to protect them but to fight back
“even with your teeth”.

Violence begets violence. One 42-year-
old former bandit says he lived in an area
where a long-running ethnic conflict pit-
ted Hausa farmers against Fulani nomadic
herders. After gunmen stole his cows, he
became a bandit. “We were left with noth-
ing, so we went and joined them—we kid-
napped people.” He and some of his gang
took up an amnesty offer from the state
government, but some have already gone
back to banditry, he says.

No sanctuary

Kidnappers have made life perilous in
much of Nigeria. In July gunmen shot up a
hospital in Kaduna and kidnapped ten
people, including two babies. In August,
audacious bandits attacked the Nigerian
Defence Academy, killing two soldiers and
grabbing a major.

A startling 1,400 schoolchildren and
students have been kidnapped this year.
After one such incident in September,
schools and markets were closed across
Zamfara. The government also shut tele-
phone networks and imposed a curfew. All
told, about 1m Nigerian students are out of
school because of insecurity. Most of the
rest are nervous. A security guard at a uni-
versity in south-west Nigeria checked the
boot of your correspondent’s taxi. It is “in
case we kidnapped students”, explained
the driver.

The army is trying to fight back, espe-
ciallyin Zamfara. Butit often does so indis-
criminately—for example, by calling in air
strikes. “One of our greatest fears,” says
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Emmanuel, the kidnap victim mentioned
at the beginning of this article, was “being
bombed by our own government.”

The war on banditry is not going well.
Twice as many people were kidnapped in
the first nine months of thisyearas in all of
2020, reckons José Luengo-Cabrera, a secu-
rity analyst (see chart on next page). Driv-
ing between cities is dangerous. Abdulka-
reem Baba Aminu, a former newspaper
editor, is still haunted by an evening three
years ago when flashlights flagged him
down and ill-dressed men in army uni-
forms suddenly blocked the road in front
of him. He hit the accelerator, let the car
take the bullets, and somehow escaped.
Politicians are furiously lobbying airlines
to add flights so they can fly to their home
states from Abuja, the capital, rather than
brave the bandit-infested roads.

Nigeria’s third big security threat is in
the south-east, where separatists want to
revive Biafra, a would-be state inhabited
largely by Igbos (about a sixth of Nigeria’s
population). Many Igbos feel neglected
and ill treated by the central government—
as do most Nigerians. The main separatist
group, the Indigenous Peoples of Biafra
(rpoB), calls for a Biafra that includes all
Nigeria’s main oil-producing states, even
those where Igbos are a minority.

The rest of Nigeria will not let one
group walk off with all the oil, any more
than it did half a century ago. Still, blood is
being spilt in pursuit of this fantasy.
Nnamdi Kanu, 1POB’s leader, grew popular
with inflammatory radio broadcasts de-
nouncing “all those who delight in shed-
ding the blood of Biafrans”. In December he
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» launched an armed wing. That was fol-
lowed by attacks in the south-east on po-
lice stations, electoral-commission offices
and a prison, from which 1,800 inmates es-
caped. Mr Kanu claims his red-beret-wear-
ing fighters are not attacking the state but
defending Igbos against Fulani herders—a
debatable claim.

Security forces raided Mr Kanu'’s house
in 2017, leaving its walls riddled with bullet
holes. (The army denies it was behind the
raid.) In June the government arrested him
abroad and flew him to Abuja. That is a
blow to 1IPOB—few can match his charisma
or fundraising prowess—yet his followers
remain defiant. They have threatened to
“handle” those they hold responsible for
his arrest, naming a federal minister and a
state governor. If his trial is seen as unfair,
Igbos will feel even more aggrieved.

After Mr Kanu'’s arrest 1poB told follow-
ers to stay at home in protest every Mon-
day. Later, it told them to protest just on
days when Mr Kanu was to appear in court.
Even so, streets in the region have been ee-
rily quiet on Mondays. Those who venture
out have sometimes been killed. A survey
by sBM Intelligence found that just 25% of
people in the south-east opposed the stay-
at-home protests.

IPOB supporters are easy to find in the
south-east. They want to “wipe us out” but
“we are not mosquitoes” to be swatted,
shouts Kelvin, a 36-year-old, gesturing an-
grily at nearby soldiers. “If Nigeria doesn'’t
want to leave, if they want violence, we will
go for violence.” Ferocious security crack-
downs drive young men to join the rebels.
In May Usman Baba, now Nigeria’s inspec-
tor-general of police, told officers going
after rpoB that “if anyone accuses you of
human-rights violation, the report will
come to my table and you know what I will
do. So...kill them all.”

Seun Bakare of Amnesty International,
a watchdog, estimates that the police and
army have killed hundreds of young Igbos.
The senate minority leader, Enyinnaya
Abaribe, an Igbo, says “elements of the fed-
eral government” want to commit geno-
cide. This is surely hyperbole, but Mr Buha-
ri does little to dispel it. Earlier this year he
alluded to the civil war and threatened to
treat Igbo rebels in “language they under-
stand”. The danger is that young men will
hear such fighting talk and conclude that
fighting is their only choice. “Nobody sits
down and says I want war,” says Osita Chi-
doka, a south-easterner who was aviation
minister in the previous administration.
“But sometimes just playing with fire can
lead to an explosion.”

Even in the south-west, the most
prosperous part of Nigeria (bar the capital),
separatist feelings are starting to spread. At
a rally a few months ago, Sunday Igboho, a
Yoruba separatist, clambered onto the roof
of a truck, surrounded by thousands of
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raucous fans, and repeated his demand for
independence. The next step, he said, is
“entering the bush to chase away these Fu-
lani herders”, perhaps a veiled reference to
Mr Buhari, whose father was Fulani. In July
security forces swooped on Mr Igboho’s
house at night, killing two of his guards.
Mr Igboho escaped. The security forces re-
portedly took away his cats, in case he had
turned into a tabby. It seems not; weeks lat-
er he was seized in neighbouring Benin. As
his lawyers fought extradition, protesters
marched in Ibadan, one of the biggest cit-
ies of the south-west.

Not single spies but in battalions

These disparate crises are in some ways
connected. Climate change has pushed
Muslim Fulani herders farther south,
where they clash with settled farmers of
other faiths and ethnic groups. Such clash-
es have claimed thousands of lives since
2018. Some herders have turned to kidnap-
ping. Igbo and Yoruba separatists justify
taking up arms by playing up the dangers
posed by some Fulani herders.

A mixture of neglect and sporadic bru-
tality by the government makes matters
worse. Boko Haram became more extreme
afterits original leader, Muhammad Yusuf,
was shot dead while in police custody. The
arrest in 2015 of Mr Kanu raised his profile.
After a raid on his house in 2017, IPOB grew
more violent. With each tit-for-tat, “Pan-
dora’s box creaks open a little wider,” says
Matthew Page of Chatham House, a think-
tank in London.

A dire economy makes taking up arms
more tempting. In 2019 some 8om Nigeri-
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ans lived on less than $2 a day. More than
half of Nigerians are unemployed or un-
deremployed. Food inflation is 21%. Bad
policies, such as closing land borders to
goods entirely in 2019 in the hope of spur-
ring local production, have deepened the
pain. The government has made little ef-
fort to wean itself off oil, or to prepare for a
future when cleaner forms of energy ulti-
mately replace it.

The violence, in turn, deepens the eco-
nomic crisis. Mallam Dauda sells bags of
grain from his perch on a plastic chair ata
market in Zamfara. These days some farm-
ers have nothing to sell, he frets. “Some
were chased away from their villages and
others have been denied access to their
farms,” he explains. Now the government
has closed markets across Zamfara, too.

With so many forces pulling Nigeria
apart, some may wonder how it has held
together. One reason is that most Nigeri-
ans feel a strong sense of nationalism. “We
are stronger together,” says Chukwueme-
ka, a south-easterner, though he also says
that “Buhari has put a knife in what unites
us.” In some ways, tolerance has improved,
polls suggest. In 1990 almost a third of Ni-
gerians said they would object to having a
neighbour of a different race or ethnicity.
But by 2020 that had fallen to 16%.

Oil-fuelled corruption can foster divi-
sion, since different groups fight for a slice
of unearned wealth. But it also gives elites
from all groups a stake in preserving the
system. There is “too much corruption
among the elites holding Nigeria together”
foritto fall apart, says Nnamdi Obasi of the
1CG. Non-oil-producing states cannot easi-
ly secede because they would lose their
share of the petro-pie. Oil states will not be
allowed to secede, for the same reason.

Another cause for optimism is that mil-
lions of Nigerians still manage to thrive,
despite the chaos. Some start businesses to
get around the government’s failures. Se-
curity firms, unsurprisingly, are booming.
So are startups. Lagos boasts three fintech
companies worth over $1bn each. Most Ni-
gerians would rather earn a living peace-
fully than fight.

Yet even countries that seem perma-
nent can fall apart, if the bonds between
citizen and state disintegrate. It happened
to Yugoslavia. It seems to be happening in
Ethiopia, long seen as a model for develop-
ment in Africa, and perhaps in Cameroon,
which had been peaceful for decades be-
fore a separatist war forced more than 1m
people to flee their homes. It would be
complacent to assume that Nigeria is
uniquely immune to the poison being in-
jected daily into it by jihadism, separatism
and warlordism. “Violence is a slippery
slope,” warns Bulama Bukarti of the Tony
Blair Institute for Global Change. “Once
one starts getting into it, then nobody
knows where it willend.” ®
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Africa’'s wannabe financial centres

Capital cities

KAMPALA
The countries dreaming of becoming
Africa’s Singapore

MALL, LANDLOCKED and with few natu-

ral resources, Rwanda lacks an obvious
route to riches. But a new international fi-
nancial centre in Kigali, its capital, offers a
clue to the government’s strategy. It has
passed new laws to encourage investment
and signed agreements with financial cen-
tres as far afield as Morocco and Belgium.
The idea is to “position Rwanda as a gate-
way to the rest of Africa”, says Nick Barigye,
chief executive of Rwanda Finance Limit-
ed, the agency that is driving the project.

Kigali (pictured) is one of several cities
in continental Africa that are trying to be-
come financial hubs to capture some of the
business that currently flows through off-
shore centres such as Mauritius. Kenyan
officials signed an agreement with the City
of London as part of a plan to launch a fi-
nancial centre in Nairobi. Ghana is draft-
ing laws to create one of its own; Sampson
Akligoh, an adviser to the finance minister,
says Accra can become a hub for everything
from pension funds to private-equity
firms, like a Singapore for west Africa.

Jet-setting financiers have spread the
gospel of free-flowing capital and low tax-
es through consultancy reports and study
trips. Advice also comes from donors such
as cDC Group, the British government’s de-
velopment-finance arm. Colin Buckley, its
head of external affairs, argues that this is
good for development because foreigners
are more confident about investing in
countries that have strong financial cen-
tres. Locals can also learn new sKkills.

The architects of these would-be hubs
talk of building a financial “ecosystem”,
with expertise in law, accountancy and
business services. “We've tried to move
away from the notion that this is just a
business precinct or an iconic tower,” says
Vincent Rague, the chairman of the Nairo-
bi International Financial Centre. It boasts
that Prudential, a British insurer, will be
the first firm to set up shop in the hub. A
thriving local centre, he points out, would
make it easier for borrowers in the region
to issue bonds close to home. Its partner-
ship with the City, meanwhile, would help
firms listed on the Kenyan stock exchange
access foreign capital by allowing them to
also list their shares in London.

But nurturing this sort of ecosystem
takes time, expertise and political will.
Kenya has been talking about a financial
centre for nearly a decade. The presence of
established hubs serving Africa, whether

A shining centre upon a hill

in Mauritius or Casablanca, makes it hard-
er for new entrants to break into the mar-
ket. “The competition is not only African,”
says a partner at a private-equity fund fo-
cused on Africa. “Itis global.”

One way centres compete is by slashing
taxes on the companies that move into
them. But this can trigger “a race to the bot-
tom”, warns Chenai Mukumba of Tax Jus-
tice Network Africa, a pan-African cam-
paign group. It is going to court to chal-
lenge the tax breaks offered by Rwanda and
is calling for a temporary halt to Kenya’s
centre until its rules on tax and transpa-
rency are strengthened. When Ghana first
tried to open an “offshore” banking centre
in the late 2000s the project collapsed and
the country was blacklisted by the Finan-
cial Action Task Force, an international
money-laundering watchdog. None of the
three countries is among the 130 that re-
cently signed up to a plan by the OEcD, a
club mostly of rich countries, to set a 15%
floor on corporation tax.

Each centre is offering its own package
of investment incentives. In Rwanda that
includes a basic 15% corporate tax rate that
candrop toaslowas 3%. It does not tax div-
idends, interest or royalty payments. Mr
Barigye says that investments will be
“clean and compliant [with] global stan-
dards”. The government has strengthened
its money-laundering laws. Investors will
have to show that they are doing more than
just putting up letter boxes, but are estab-
lishing a genuine presence in the country.

Even with the lure of tax breaks, the
odds seem stacked against the new cen-
tres. A fund manager at a European bank
doubts that Africa’s new financial centres
“will grow super-big”. But Mr Rague points
out that it took cities like London hun-
dreds of years to become the global leaders
in finance they are today. If these projects
succeed, he says, “we’ll be contributing to
Africa’s coming of age.” ®
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Lebanon

Probing too deep

DUBAI
An investigation of Beirut’s port blast
sparks a gun battle

T WAS SUPPOSED to be a speech to cele-

brate a Muslim holiday, yet Hassan Nas-
rallah devoted a striking amount of it to a
Christian politician, Samir Geagea. There
was not much cause for celebration any-
way. The leader of Hizbullah, a Shia politi-
cal party-cum-militia, was speaking on Oc-
tober 18th, four days after an hours-long
gun battle in Beirut that killed seven peo-
ple. It was the worst street violence in Leb-
anon’s capital since 2008. Mr Nasrallah
blames Mr Geagea.

In Mr Nasrallah’s telling, the Lebanese
Forces (LF), the right-wing Christian party
led by Mr Geagea, was trying to spark a civil
war. Hizbullah, he added, has 100,000
fighters trained for battle, a claim that is
impossible to verify but probably exagger-
ated. Still, the warning was clear. “Don’t
miscalculate,” Mr Nasrallah told his rival.
“Be wise and behave.”

The shoot-out on October 14th was cen-
tred on a protest against Tarek al-Bitar, the
judge investigating the massive explosion
at Beirut’s port just over a year ago. Hizbul-
lah and Amal, another Shia party that co-
sponsored the protest, said that snipers
fired on demonstrators. The LF denied any
role. A cctv video, meanwhile, showed a
Lebanese soldier firing at protesters,
which the army says it is investigating.

However the shooting started, for many
Lebanese the scenes in Beirut harked back
to the 15-year civil war, which ended in
1990. Hizbullah and Amal have spent
months using legal and political pressure
to stall the port investigation. Now the
spectre of violence hangs over it as well.

Mr Bitar has arguably the hardest job in
Lebanon. The explosion, one of the largest
non-nuclear blasts in history, killed 218
people and wrecked much of the city cen-
tre. It was caused by 2,750 tonnes of ammo-
nium nitrate that arrived by ship in 2013
and was stored improperly for years. Many
of Lebanon’s leaders were aware of the
stuff and did nothing to make it safe. That
leaves them reluctant to support the probe.
The president, Michel Aoun, says he backs
Mr Bitar but has barred him from inter-
viewing Tony Saliba, the director-general
of state security (who is, like Mr Aoun, a
Christian). Hassan Diab, the prime minis-
ter at the time of the blast, ignored a sum-
mons for questioning last month and jet-
ted off to America.

But it is Hizbullah and Amal that have
done most to sabotage the probe. Mr Nas-
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» rallah has called for the judge to step down,
accusing him of bias. A Lebanese reporter
says Wafiq Safa, Hizbullah’s security chief,
gave her a threat to pass to Mr Bitar. “We
have had enough of you,” it is supposed to
have read. “We will go to the end of the le-
gal path, and if that does not work, we will
remove you by force.” Former ministers
from Amal have filed lawsuits (later dis-
missed) seeking Mr Bitar’s dismissal.

Families of the victims have long sup-
ported Mr Bitar. A day after the clashes,
however, Ibrahim Hoteit, the spokesman
for the families, released a bizarre video in
which he called for Mr Bitar’s removal and
denounced “American interference” in the
probe. The message contradicted his past
statements. Many Lebanese believe it was
coerced; at one point Mr Hoteit glances
away from the camera, seemingly at some-
one in the room with him.

Najib Mikati, the prime minister, has
said he will not convene his cabinet (which
includes Hizbullah and Amal) until there is
a “solution” to the dispute. He took office
in September after more than a year with-
out a proper government (two other men
tried and failed to form a cabinet during
that time). His predecessor, Mr Diab, spent
most of his tenure as a feckless caretaker.

Meanwhile, the country plunged into
an economic crisis that the World Bank
ranks as one of the worst anywhere since
the mid-1800s. The economy shrank by an
estimated 25% last year. The Lebanese
pound, long pegged at 1,500 to the dollar,
now trades around 21,000; annual infla-
tion exceeds 100%.

Mr Mikati needs to negotiate a rescue
package with the IMF, among many other
tasks. He will not have long. Elections had
been expected in May. On October 19th par-
liament voted to bring them forward to
March, ostensibly to avoid candidates hav-
ing to campaign during Ramadan. This will
harden views on the port investigation. Mr
Geagea, for example, will use his backing
of Mr Bitar to drum up support among his
Christian base (many of the worst-hit dis-
tricts near the port in east Beirut are his-
torically Christian).

There is no logic in trying to restart the
civil war. Hizbullah is by far the strongest
faction in Lebanon, better equipped even
than the army. Foes lack the muscle to
challenge it. If war is unlikely, however, so
is stability. Thousands of soldiers have re-
portedly deserted the army, where con-
scripts now take home just $60 a month
(compared with $800 two years ago). The
crisis has created a vast pool of unem-
ployed, angry young men. Mr Nasrallah
may be confident that his militia can fend
off rival warlords. But if the cabinet does
not move quickly to arrest Lebanon’s col-
lapse—which Hizbullah and Amal are
making harder to do—no one will be able
to keep the peace. ®
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Andy Warhol and the ayatollahs

Impressive collections of Western art can still be viewed in Tehran

AYS BEFORE Ebrahim Raisi, a hardline
D cleric, won Iran’s presidential elec-
tion in June, the Tehran Museum of
Contemporary Art reopened to the public
after a long refurbishment. It made fora
strange juxtaposition. Mr Raisi cele-
brates the decline of American influence;
his culture minister rails against “the
deviation and secularism” of Iran’s art
scene. Yet the museum welcomed back
visitors with a retrospective of Andy
Warhol, the American pop-artist. Fash-
ionable men and chador-clad women
gazed at portraits of Marilyn Monroe, the
blonde seductress, and a mocking rendi-
tion of Mao Zedong, the Chinese dictator
(pictured, from an old exhibition).

Warhol was a favourite of Farah Pahla-
vi, wife of Muhammad Reza Pahlavi, the
late shah. The old regime built the muse-
um in part to enhance Iran’s stature.
When it opened in 1977 it showed works
by Claude Monet, Pablo Picasso and Mark
Rothko, bought under Mrs Pahlavi’s
supervision during Iran’s oil boom.

For years after the shah was ousted by
the clerics in 1979, the collection, worth
billions of dollars, sat in its vaults. Most
of the paintings were neither damaged
nor sold, though a portrait of Mrs Pahlavi
by Warhol was slashed with a knife. And
the museum exchanged “Woman 111", by
Willem de Kooning, for a rare volume of
the “Shahnameh”, an ancient Persian
poetry book. The painting, too risqué for
the authorities, was later sold for $138m.

Many of the museum'’s works have
been brought out in recent decades, not

His 15 minutes of fame aren’t up yet

without controversy. A panel from Fran-
cis Bacon'’s “Two Figures Lying on a Bed
with Attendants”, with gay overtones,
was deemed offensive and removed.
Today, apart from the museum'’s nudes
(such as Pierre-Auguste Renoir’s “Gabri-
elle With Open Blouse”) and Warhol'’s
portraits of the Pahlavis, anything goes,
says a museum official. There are two
works by Henry Moore in the sculpture
park and an exhibition of Alexander
Calder, which coincided with a show of
the American sculptor’s work in Israel.

The culture minister, Mohammad
Esmaili, has not batted an eyelid at the
Warhol retrospective, says the official.
Newspapers loyal to the regime have
even praised it. Some observers say the
government, faced with covid-19 and a
struggling economy, has no time for such
trifles. Others say it wants to prove that
cultural life in Iran is on a par with that
of its Gulf neighbours, such as the United
Arab Emirates (UAE), which is building
world-class art and cultural institutions.

Artand architecture schools are
flourishing in Iran, with mostly female
students. New private galleries in Tehran
buzz with young crowds. But exhibits
require licences; curators are often sum-
moned for questioning. When the Teh-
ran museum opened 44 years ago, “Iran
was the most progressive country in Asia
and Dubai [part of the UAE] had just two
supermarkets—owned by Iranians,” says
Kamran Diba, the exiled architect and
founding director of the museum. “Look
at them now—and look at Iran.”
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Ukraine

Winter is coming

PAVLOPIL

UKkrainians are coping stoically with Russian aggression. But Vladimir Putin’s gas

diplomacy terrifies them

S AN IcY wind rattles the windows of

his office, Sergei Shapkin dips a biscuit
in honey and ponders the art of survival.
He is the mayor of Pavlopil, a village in
eastern Ukraine. When Vladimir Putin
started grabbing Ukrainian territory in
February 2014, Mr Shapkin knew his village
was in danger. On one side were pro-Rus-
sian separatists, armed by the Kremlin. On
the other were loyalist forces. If they
fought over Pavlopil, villagers would die.

So Mr Shapkin, a cardigan-wearing for-
mer history teacher, talked to the men with
guns. His village was of no strategic value,
butit had shops. He suggested that the sep-
aratists enter in the morning, unarmed
and on foot, to buy food and cigarettes. The
Ukrainian army could do the same each af-
ternoon. That way, they would not bump
into each other and start shooting. It
worked—there was no fighting in Pavlopil,
and the locals stayed alive, apart from one
whose tractor hit a mine.

Ceasefires have come and gone since
September 2014, and sporadic shooting
continues in eastern Ukraine. Just on Octo-
ber 12th, the day of an EU-Ukraine summit
in Kyiv, monitors counted nearly 300 cea-

sefire violations, including 77 explosions.
“Everyone has a shelter,” says Mr Shapkin.
“We’re all prepared with candles, hammers
and torches. And we all have bags packed
in case we suddenly have to move.”

Mr Putin wrote an essay in July expand-
ing his argument that Russia and Ukraine
areasingle nation. Since he has already an-
nexed Crimea, a Ukrainian peninsula, and
sponsored the takeover of a big chunk of
eastern Ukraine by ethnic Russian separat-
ists, Ukrainians take his threats seriously.
In March and April he massed more than
100,000 troops on the border, before pull-
ing them back. Now, as winter approaches,
Ukrainians have another worry: that Rus-
sia will turn off the gas again.

In 2009 it shut off the flow of gas
through Ukraine for two weeks. This cost
Russia a fortune, since its gas needs to pass
through Ukraine to reach customers in Eu-
rope. Soon, though, it may be able to pump
gas to Germany via a new pipeline, Nord
Stream 2, that bypasses Ukraine. Once it
opens—which could be soon, though it is
subject to legal and diplomatic challeng-
es—Mr Putin will be able to choke off sup-
plies to Ukraine almost at will.
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Technically Ukraine does not buy gas
directly from Russia, but from down-
stream countries such as Hungary. In reali-
ty, it takes Russian gas in the east and sub-
stitutes its own gas, which is produced in
the west of Ukraine, for transmission on-
wards. So if the flow through Ukraine were
to stop, the east of the country would be in
trouble. “We’re gas hostages,” says Vadim
Boichenko, the mayor of Mariupol, a port
city 25skm south of Pavlopil.

On October 12th in Kyiv Ursula von der
Leyen, the president of the European Com-
mission, assured Ukrainians that Europe
would protect their energy independence.
They are not reassured. President Volody-
myr Zelensky seeks shelter for his country
inside NATO and the EU. But this is a non-
starter. NATO members do not want to ex-
tend their principle of “an attack on one is
an attack on all” to a country Russia has al-
ready attacked. And the EU has enough
trouble integrating corrupt ex-communist
states such as Hungary without admitting
a grubbier, bigger one like Ukraine.

Trustis lacking on both sides. Mr Zelen-
sky’s first taste of geopolitics was when
President Donald Trump urged him to sup-
ply dirt on Joe Biden, with a veiled threat
that American support for Ukraine’s secu-
rity might depend on it. President Biden
has not been much better, from a Ukrai-
nian perspective. To cement relations with
Germany, in May he waived sanctions that
might have blocked Nord Stream 2.

The West would like to support reform
in Ukraine, but it is not easy. Corruption is
rife. Oligarchs dominate the economy, b
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» control two of the bigger political parties
and put other lawmakers on retainer. The
IMF hesitates to throw money at a state
from which billions have been stolen with
apparent impunity.

The oligarchs are entrenched in public
life in complex ways. Consider Mariupol,
which nearly fell to pro-Kremlin forces
during the war. The conscripts who were
supposed to defend it were about to flee.
The city was saved when the local steel bar-
on, Rinat Akhmetov, urged his staff onto
the streets and another oligarch, Thor Kolo-
moisky, armed a militia. Seeing that the
militiamen were ready to fight, Ukrainian
soldiers stayed, too. Since then, Mariupol
has become a haven for fugitives from the
fighting: 100,000 out of a population of
540,000. The city looks far nicer than it did
in 2014. Hefty investment has improved its
buses, roads, parks and rubbish collection.
A new airport and university are planned.

Public opinion has shifted, too. Before
the war two-thirds of people in Mariupol
supported a pro-Russia political party.
That share has fallen by half. Mr Putin’s ag-
gression has alienated the people he
claims to defend. So the kind of “hybrid
warfare” that worked in Donbas, where
Russia stirred up local ethnic Russians to
demand secession, will not work in Mariu-
pol, says Mr Boichenko. Yet Russia still has
a hand on Mariupol’s throat. The amount
of cargo processed in its port has fallen by
half since 2012, first because of the war,
then because Mr Putin made it harder for
big ships to reach it from the Black Sea.
Critics wonder if it is healthy for a city to
depend so much on one tycoon. Mr Akh-
metov is said to be Ukraine’s richest man.

Mr Zelensky, a former comedian, has
vowed to cut Ukraine’s oligarchs down to
size. He is expected to sign a new law soon
that would allow a panel he appoints to la-
bel as “oligarchs” anyone who is very rich,
finances a political party and controls me-
dia assets. This would make it harder for
anyone so labelled to raise capital.

Critics note that Mr Zelensky has close
ties to Mr Kolomoisky, one of the most con-
troversial oligarchs, whose television
channel hosted the show that propelled
the president to stardom. They worry that
the law might give Mr Zelensky too much
discretion to cow his enemies and force
them to sell their television channels to his
friends. “It’s to make oligarchs behave, po-
litically,” says Daria Kaleniuk of the Anti-
Corruption Action Centre, an NGO. “Not to
stop them from being oligarchs.”

One illustration of how oligarchs weak-
en Ukraine is the retail market for gas. Ma-
ny homes get their gas from companies
controlled by Dmitry Firtash, a tycoon with
Russian ties who is living in Vienna and
fighting extradition to America for alleged
corruption. His firms have huge unpaid
debts to Naftogaz, the state wholesale sup-
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plier. This is money that could have been
invested to increase domestic gas produc-
tion. Meanwhile, a new Naftogaz CEO ap-
pointed by Mr Zelensky agreed to pay the
state a fat dividend out of the firm’s frosty-
day fund. This will help Mr Zelensky build
roads, which are popular, but will leave
less in the kitty for Ukraine to buy emer-
gency supplies should Mr Putin ramp up
his pipeline power politics. &
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Hungary

The unexpected
challenger

BERLIN
A small-town mayor hopes to oust
Viktor Orban

NTIL A FEW weeks ago only political

junkies knew who Peter Marki-Zay
was. That changed with his unexpected
victory on October 17th in the run-off of the
first-ever primary for the Hungarian oppo-
sition. The 49-year-old mayor of Hodme-
zovasarhely, a smallish and almost unpro-

Victor v Viktor
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nounceable town in south-eastern Hunga-
ry, was elected by supporters of six parties
as their candidate to try to replace Viktor
Orban, Hungary’s prime minister, at par-
liamentary elections next April.

“We won the battle, but we need to win
the war,” said Mr Marki-Zay, a conservative
Catholic not affiliated with any party, at a
rally in Budapest. Several politicians stood
next to him, as did several relatives (he is a
father of seven). Notably absent was his ri-
val, Klara Dobrev, a vice-president of the
European Parliament. Ms Dobrev merely
acknowledged her defeat and pledged to
support Mr Marki-Zay in his quest to re-
move Mr Orban from power.

Ms Dobrev won the first round of the
primaries last month and Mr Marki-Zay
had come third after Gergely Karacsony,
the mayor of Budapest. Yet (after some
hesitation) Mr Karacsony withdrew in Mr
Marki-Zay'’s favour. Both reckoned that Ms
Dobrev could not beat Mr Orban, mainly
because she is married to Ferenc Gyur-
csany, a wildly unpopular former prime
minister who faced riots in 2006 after reve-
lations that he had repeatedly lied about
the state of the economy.

Now comes the harder part. The six op-
position parties that range from leftist and
liberal parties such as Momentum and
Democratic Coalition to Jobbik, a former
far-right party that has become more mod-
erate in recent years, need to maintain
their united front. As well as electing a
common candidate for prime minister
they have picked one unified candidate for
each of Hungary’s 106 constituencies. But
even before the run-off they had started
bickering. The small-town mayor accused
Ms Dobrev of blackmailing politicians into
voting for her. Ms Dobrev accused Mr Mar-
ki-Zay of methods reminiscent of Mr Or-
ban and Donald Trump.

The opposition still needs to do a lot to
win a majority, especially in smaller cities,
says Robert Laszlo of Political Capital, a re-
search outfit in Budapest. Forging a single
joint list for the 93 proportionally elected
seats will be the main source of conflict, he
predicts; but he also worries about a fight
for dominance between the allied parties.
Moreover, Fidesz, the party of Mr Orban,
will do whatever it can to drive wedges be-
tween the allies.

Mr Orban, who controls a two-thirds
majority in parliament, will use every tool
in his box to defeat his rival. He would have
preferred to fight Mr Karacsony or Ms Do-
brev, as the claim that the opposition is a
puppet of Mr Gyurcsany will not be effec-
tive againsta rural, conservative mayor. He
will probably attack Mr Marki-Zay’s hectic
manner, his unpredictability and his pen-
chant for long speeches. He will no doubt
label him an “American agent”, since he
once worked for a car-parts firm in Ameri-

ca, and that is all the evidence a conspira-
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» cy-monger like Mr Orban needs.

The prime minister is diligently wooing
voters with their own money. He promises
to send $2bn on a tax refund for families
early next year. Pensioners will get a spe-
cial bung in November and two weeks of
extra state-pension payments in January.
The minimum wage will rise.

Mr Orban’s friends control most media
outlets. He can also count on the support
of the various oligarchs who became rich
on his watch. Yet despite all the prime min-
ister’s advantages, polls put his challenger
neck-and-neck with him. If the opposition
alliance wins, Mr Marki-Zay has promised
to mend fences with the European Union.
He wants Hungary to join the European
Public Prosecutor’s Office, which can in-
vestigate the theft of EU funds—a huge pro-
blem in Hungary. He also wants to prepare
his country to adopt the euro.

Mr Marki-Zay has already surprised ob-
servers twice, first by winning the mayor’s
office in a town previously loyal to Fidesz,
and then by prevailing in the primary. A
third upset—beating the man who made
Hungary a byword for demagoguery—will
be harder still. But it is not impossible. ®

Spain

Liberty lady

MADRID

The new hope of the Spanish right

HEN OWNERS of cafés and bars in Ma-
drid wanted to honour the regional
boss, Isabel Diaz Ayuso, after the hardest
months of the pandemic were over, several
offered dishes a lo Ayuso, con dos huevos, or
with two eggs; a reference to the expres-
sion’s other meaning: “with a pair of balls”.
Ms Ayuso is riding a wave. In 2019 she
was elected president of the Madrid region
(including the city and surrounding
towns, with 6.6m people), representing the
centre-right People’s Party (pPP). Just a year
later she faced a brutal first wave of the co-
ronavirus, and heavy criticism for its toll
on Madrid. Nonetheless, over the ensuing
year, she fought to keep the region’s busi-
nesses open—earning the gratitude of ma-
drilefios such as those bar owners. Today
her face adorns signs in shops (“We Are All
Ayuso”), and even socks depicting her as a
Catholic saint.

Most important, in a snap election in
May (after a falling out with her coalition
partner), she romped to a second victory.
The Socialists, who lead the national gov-
ernment, limped to third place. Pablo Igle-
sias, the leader of Podemos, a radical-left
party that governs with the Socialists na-

tionally, took a risk and left the cabinet to
fight the Madrid elections. His fifth-place
result led him to quit politics.

Ms Ayuso’s victory came with a slogan
simple to the point of crudity: “Liberty or
communism”. But freedom is a note she
sounds again and again. “Madrid is liberty,
or else it isn't Madrid,” she tells The Econo-
mist, returning to the theme no matter
what she is asked about. Madrid prospers
when people are left alone to run business-
es, do with their property as they will and
live as they choose. Asked what govern-
ment can do besides get out of the way, her
answer is to give people more freedom of
choice, for example in work schedules.

This is reflected in her economic policy.
Her chief economic adviser, Javier Fernan-
dez-Lasquetty, gives credit to €53bn
($62bn) worth of tax cuts since 2004 for
helping bring Madrid’s once-sluggish
growth rate above the national average.
Madrid now has Spain’s biggest regional
economy, ahead of Catalonia’s. In early
September she scrapped the region’s last
independent tax, making it the only region
under Spain’s usual fiscal arrangements to
lack any such levies. She praises economic
rivalry between Spain’s regions: “When
has competition ever been a bad thing?”

This has led to carping. Ximo Puig, the
Socialist president of Valencia, com-
plained recently that Madrid’s position as
the capital brought jobs its government
had done little to earn, allowing it to en-
gage in “fiscal dumping”. Ms Ayuso retorts
that “this is the discourse of the politicians
who cross their arms and do nothing.”
Neutral observers note that Madrid has
been the capital since the 16th century; its
economic rise is far more recent.

The party has seemed unsure how to
handle its rising star. When she said she
would run for the pp presidency in Madrid,
the leadership acted startled, saying the re-
gional party should be run by someone not
also running a government. Ms Ayuso
quipped: “I'm a woman and can do two
things at once.” (In every other region the
PP governs, the jobs are held by the same
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Rising star

person.) The press pitted her against Pablo
Casado, the pP’s national leader, in a trivial
spat that lasted weeks.

Mr Casado’s attacks on Pedro Sanchez,
the prime minister, are wearyingly predict-
able. His party leads in many polls (see
chart), but Mr Casado’s own ratings are
poor. By contrast, Ms Ayuso is spontaneous
and genuine, meaning that she makes
headlines, if also gaffes. Asked whether
she supported Mr Sanchez’s proposal to
ban prostitution, her criticism of the gov-
ernment included theline “They only want
to destroy jobs.” But her moment in the
spotlight has led to speculation about a na-
tional future. Fora time she did little to dis-
courage it. She opened a Madrid office
tasked with exploiting the global standing
of Spanish to boost business, something
more appropriate for the national govern-
ment. Her repeated wanderings into issues
beyond the remit of a regional leader—and
a trip to Washington and New York to meet
politicians and think-tankers at the height
of the ppP’s internal spat—fuelled talk about
her ambitions.

At the party’s recent conference in Va-
lencia, though, she pointedly thanked Mr
Casado for assisting her career, and said
“My place is Madrid.” This will not end
speculation. Unlike some of the party’s
barons, she comes from the middle class
and has risen far. Critics who say she is no
intellectual nonetheless concede her clev-
erness. Others say she was lucky, rather
than brilliant, to share madrilefios’ desire
not to be ordered to stay at home in the
pandemic. Just 43, childless, churchless,
single (so “you can tell the market is bare,”
she has joked) and even bearing a tattoo on
her forearm, she is hardly an obvious lead-
er of Spain’s traditional conservative party.
But she proudly declares herself a liberal,
not a conservative, saying the pp has room
for both. Madrid is her place for now. But
Spaniards are watching to see whether her
style has room to grow. B
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Germany’s next government

Green-lit

BERLIN
Olaf Scholz’s “traffic-light” coalition is
taking shape

NE THING seemed clear during Ger-

many’s topsy-turvy election campaign.
Whatever the result, the negotiations re-
quired to form the first government of the
post-Angela Merkel era would be complex,
difficult and extremely long. A fragmented
electorate was likely to force Germany into
its first three-way coalition since the 1950s,
binding together parties previously united
only by distrust and disagreement. Mrs
Merkel, mused some, would have to don
one of her famous coloured blazers for one
last New Year’s speech as chancellor, as the
coalition talks ground into January.

The election result was indeed messy.
Yet less than a month later matters have
progressed more smoothly than anyone
dared hope. The Social Democrats (SPD),
who won a narrow victory over Mrs Mer-
kel's conservative Christian Democratic
bloc, are discussing a “traffic-light” co-
alition (the name comes from the parties’
colours). with the Greens and Free Demo-
crats (FDP), a pro-business outfit. The par-
ties’ negotiators spent a week huddled in a
Berlin exhibition hall thrashing out their
differences. So far, they appear to have got
along swimmingly.

On October 15th the three parties issued
a12-page paper with the results of their de-
liberations so far. The rFpp, the odd man
outin what will otherwise be a left-leaning
coalition, has won guarantees of no tax ris-
es on personal or corporate income, and
that Germany's deficit-limiting “debt
brake”, enshrined in the constitution, will
not be touched. These are concessions to
reality as much as to the Fpp. The progres-
sive parties could not hope to get tax in-
creases or constitutional changes through
the Bundesrat, Germany’s upper house.

Seeking to prove that their putative alli-
ance can be more than the sum of its parts,
its members are promoting a narrative of
“modernisation”. This finds expression in
commitments to halve the approval time
forinfrastructure schemes, accelerate digi-
talisation, loosen immigration laws, in-
crease R&D spending and reduce the vot-
ing age to 16. There are also pledges to
boost house building, tackle child poverty
and to lift the hourly minimum wage to €12
($14), the signature policy of Olaf Scholz,
the spD’s candidate for chancellor.

Yet the paper is vague, or silent, on the
trickiest issues. Its proposed tweaks to the
creaking public-pension system will not
suffice to see off a coming demographic

crunch. Its ambivalent statement on the
European Union'’s fiscal rules, over which
governments will scrap early next year,
“just shows that we couldn’t agree on any-
thing consistent”, says Sven Giegold, a
Green MEP involved in the negotiations.

The biggest open question is how the
government can hope to fund the huge in-
vestments needed for Germany’s promised
energy and digital transitions. Pundits are
buzzing with ideas, including the estab-
lishment of public companies or complex
off-budget vehicles. But for now the parties
promise merely to “ensure the necessary
investments..within the framework of the
constitutional debt brake”. Threading this
needle may be the trickiest part of the for-
mal coalition talks to come.

Almost 300 negotiators, spread across
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22 working groups, will now spend the
coming weeks thrashing out the details.
Their bosses must manage the delicate
question of apportioning government
jobs: the FpDP and Greens both have their
eye on the finance ministry, currently oc-
cupied by Mr Scholz. (After the surprise
resignation of Jens Weidmann on October
20th, they must also agree on a new presi-
dent of the Bundesbank; see Finance sec-
tion.) All being well, the parties will con-
clude a formal coalition agreement—Ilikely
to be the length of a small book—in Decem-
ber. Assuming it is approved by the Green
membership, and perhaps that of the spD,
Mr Scholz will be granted his wish of being
anointed chancellor before Christmas, and
Mrs Merkel hers of leaving her blazer in the
wardrobe on December 31st. W

Trouble and knife

A patchwork of conflicting laws across Europe is causing a muddle

UROPE’S BUREAUCRATS are not usually
E shy about prescribing how exactly to
prepare and present food. Yet there is
one ultra-sensitive matter they prefer
not to touch: whether Jews and Muslims
should be allowed to slaughter animals
as their faith usually requires, with justa
swipe of a super-sharp knife that causes
blood to cascade from the veins. Amer-
ican bodies that promote religious free-
dom have called the legal mess dis-
graceful; animal-rights activists and
secular-minded organisations agree, for
exactly opposite reasons.

A mess there is. Most EU members
allow a religious exception to the general
rule that animals should be stunned
before slaughter. But Denmark, Sweden
and Slovenia do not. Finland says that
slaughter and stunning can be simulta-
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neous. The Dutch decree that the animal
must not be sentient for more than 40
seconds after its throat being cut. In
fractious Belgium, the Dutch- and
French-speaking regions ban non-stun
slaughter. Administratively separate
Brussels, where many ethnic Moroccans
live, has no such ban. This has prompted
lawsuits by Jewish and Muslim groups;
the latest has just been rejected by Bel-
gium'’s constitutional court. Two Muslim
bodies may take the matter to the Euro-
pean Court of Human Rights.

Jewish groups were also disappointed
when, on October 5th, the European
Commission laid out a strategy against
anti-Semitism. While proposing ways to
foster Jewish life and promote Holocaust
remembrance, it ducked how to guaran-
tee time-honoured Jewish customs, says
Pinchas Goldschmidt of the Conference
of European Rabbis. By refusing to spell
out a right to kosher slaughter, Europe’s
institutions are sending an unfriendly
message to Jews already fretting over
their safety, says the rabbi. “This has
more to do with two-legged animals than
four-legged animals,” he says. Bans on
religious slaughter have a dark history in
Europe: they were imposed in Switzer-
land in the 1890s to stop Jews immigrat-
ing and in Germany in the 1930s to make
them leave.

In Britain, where halal food is big
business, the authorities are prevaricat-
ing. Religiously slaughtered meat should
at least be clearly labelled so that the
non-religious, as well as the devout, can
follow their consciences, says Stephen
Evans of the National Secular Society.
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Charlemagne | A court of kings

The European Council hands leaders too much power

Europe 53

ORONATIONS HAVE taken many forms throughout European

history. Spanish kings received a golden apple. French kings
were doused in sacred oils from the Holy Ampulla in Reims. Napo-
leon went for a variation on a theme, oiling up and then crowning
himself in the presence of a pope. Polish kings endured the alarm-
ing spectacle of waking up to an archbishop in their bedchamber
on the big day.

Coronations of a different sort happen whenever the EU’s 27
leaders gather for the European Council, the club’s top institution,
which began a two-day summit on October 21st. The Europa Build-
ing—a glass cube encasing a fluorescent oval nicknamed the
“space egg” which hosts the gathering—may lack the pomp of
Reims cathedral. Yet once presidents or prime ministers enter the
ovum, they in effect become elected monarchs. For the next few
hours, each leader abides by a royalist creed: ['état, c’est moi, with
27 national governments reduced to 27 individuals.

Invented in 1974 as an informal gentlemen’s dining club (it was
all gentlemen, back then), the European Council was a place for
leaders to discuss continental issues in private. It sat outside the
EU’s treaties. Valéry Giscard d’Estaing, the French president who
invented the forum, christened it with a regal flourish: “Le Som-
met est mort. Vive le Conseil Européen!” (The summit is dead,
long live the European Council). Skip forward five decades and it
stands as the most powerful EU institution, settling every major
question, whether constitutional or merely controversial.

As aresult, the European Council hands vast powers to the in-
dividual leaders who sit on it. For some countries this is no big
deal. In France, Emmanuel Macron sits atop a system that hands
the president huge powers compared with his fellow leaders. For
those with weaker executives, it is awkward. Italy has a carousel of
changing leaders, with some there through talent and others via
dumb luck. It has rattled through eight heads of government in
Angela Merkel’s 16 years as German chancellor. In an intimate set-
ting like the European Council, where personality collides with
power, this is a weakness. Why cut a deal with someone, if he or
she will be replaced in a few months?

Unlike an actual king, Eu leaders do have to worry about voters
and parliaments at home. Sometimes this is tactics. Conjuring up

the spectre of frothing Mps at home is a good way of winning con-
cessions from peers. Some parliaments, particularly Scandina-
vian ones, do keep their leaders on a short leash—a tactic legisla-
tors in other countries would do well to follow. All leaders are
aware of each others’ domestic constraints.But the European
Council exists to forge compromise. How to reach it ultimately
comes down to the individuals at the table.

Once a decision is taken by the individual leaders, it is difficult
to unpick. If 27 have agreed to do it, then 27 have to agree to undo
it. Inertia is a powerful force in EU politics. Once the club sets off
in a certain direction, it is hard to stop. For that reason, the Euro-
pean Council is supposed to be far-sighted, like a company board.
While the EU’s management does the day-to-day, heads of govern-
ment should meet a few times a year to set the general direction. A
few sentences are usually enough for the grandest schemes. Huge
proposals, such as monetary union, begin life as a few lines in a
European Council communiqué.

The European Council is explicitly not a legislator, according to
the EU’s treaties. Yet it increasingly finds itself in effect producing
laws. Line-by-line haggling once reserved for major constitutional
moments such as treaty change is now common when devising
specific policies. In July 2020 leaders spent five days locked in ar-
gument over €1.8trn ($2.1trn) of spending, including the make-up
of a€750bn package of new jointly guaranteed debt. Fractions of a
percent of gross national income were fiddled with until the early
hours. Since the European Council’s conclusions are seen as a roy-
al proclamation, it gives little leeway for the EU’s actual legislators
to fiddle again, if instructions are too specific.

To its defenders, the European Council is the most democratic
EU institution. Leaders are household names. But the EU suffers
from an attention deficit rather than a democratic one. On paper,
the EU is a parliamentary system: an executive is beholden to a di-
rectly elected chamber, while national governments act collec-
tively as co-legislators. Summits suck attention, and with it legiti-
macy, from the rest of the system, where MEPs and ministers grind
out EU law. Leaders would rather do it themselves than delegate.
The upshot? More meetings. In the1990s, leaders gathered three or
four times a year; in the 2010s, they met twice as often. If able to
muster via video, the temptation is to convene even more.

King for a day
Even the format of summits has drawbacks. The European Council
is nimble, but narrow. The largest states shrink to the small clutch
of advisers who make the trip. Decisions are made in deliberately
stressful circumstances. Summits start late and end late because
physical exhaustion mixes with social pressure to get deals over
the line. It embeds the misleading idea that progress in the EU is
possible only in crisis, even if artificially created. A tool that works
well in emergencies is relied on for the everyday, a bit like using a
fire extinguisher to fill a kettle.

Since individuals wield so much power, personality counts for
a lot in the court of kings. France under Francois Hollande was
rather meek. Mr Macron is happiest performing in a continental
arena, pushing French ideas onto a much wider realm. Sheer force
of character can lend even the smallest country clout. In such a fo-
rum a change of personnel can lead to a change of policy. The de-
parture of Mrs Merkel, who this week was attending what may be
her last such meeting, will change the dynamic at the EU’s top ta-
ble. Another monarch will be along soon enough. The queen is
dead. Long live the next one. B
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Why the Bank of England is looking unusually hawkish

HE BANK OF ENGLAND is an outlier. In-
Tvestors expect it to raise interest rates
before the end of the year and then to1% by
August 2022—faster than either the Euro-
pean Central Bank or the Federal Reserve
(see chart). It may even start to do so before
it finishes its programme of bond buying,
known as quantitative easing. The bank’s
leaders feel themselves to be in an excep-
tionally tricky position. Ben Broadbent,
the deputy governor and a member of its
monetary-policy committee for a decade,
reckons it is “the most challenging period
for monetary policy of any I've seen”.

Some of the discomfort is shared across
central banks. After the covid-19 pandemic
struck, underlying inflation did not fall by
as much as expected, as supply struggled to
keep up with seismic shifts in demand.
More recently snarled supply chains and
energy shocks have kept prices buoyant.
Britain’s consumer-price index rose by
3.1% in the year to September, and the Bank
of England expects it to climb above 4%
later this year. Meanwhile, in September

annual inflation soared to more than 5% in
America and to 3.4% in the euro area.
Policymakers insist these pressures
will fade. But as inflation is likely to persist
well into next year, the risk is that people
will start to factor it into their wage de-
mands, generating a spiral of climbing
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prices and wages. The chances of that hap-
pening depend on the underlying strength
of the real economy—about which there is
little certainty. If policymakers overesti-
mate its strength and contract credit too
quickly, they will further wound it. If they
underestimate its strength and offer loose
credit conditions for too long, they risk ex-
acerbating an inflation problem.

Given the circumstances, the Bank of
England might be expected to be on the
cautious end of the spectrum. The IMF pre-
dicts that America’s economy will this year
be bigger in real terms than it was in 2019,
whereas Britain’s will only reach that mile-
stone in 2022. It also expects the British
government to tighten fiscal policy more
quickly than America or the euro area.
Rishi Sunak, the chancellor of the exche-
quer, has trumpeted his rectitude in ad-
vance of the budget on October 27th. As he
has put it: “Stacking up bills for future gen-
erations to pay is not just economically ir-
responsible—it is immoral.”

It is possible investors are overestimat-
ing the Bank of England’s hawkishness,
after a decade of doing just that. The recent
surge in confidence that a rate rise is due
came after a speech on October 17th by An-
drew Bailey, the Bank of England’s gover-
nor, in which he said “we will have to act”.
But he added that action would only be in
response to “a risk, particularly to medi-
um-term inflation and to medium-term
inflation expectations”. He did not specify
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» that these conditions had been met.

Alack of data on Britain’s labour market
after the withdrawal of pandemic wage
support makes it unlikely that the Bank of
England will raise rates as soon as Novem-
ber. But, despite the bank’s confusing com-
munications strategy, the overall hawkish
tilt is clear. Notably, Mr Bailey chose not to
push back against growing expectations of
a coming rate rise.

One reason Britain may pull away from
its rich-world peers is that it suffered the
double whammy of the pandemic and
Brexit. The combination makes the health
of the economy difficult to decipher, offer-
ing cause for caution. But the additional
damage may also hasten the pointat which
underlying inflation becomes a problem.

A decision to raise interest rates would
reflect credibility concerns. As a smaller
and more open economy, Britain is espe-
cially vulnerable to shocks. Investors’ ex-
pectations of inflation in the next five
years have been creeping up. Household
expectations of inflation in the next five to
ten years are at their highest since 2013.

Inflation expectations have been rising
in America and the euro area, too. But the
policy context is different. The Fed and the
European Central Bank both see the 2010s
as a period in which monetary policy was
too tight, and inflation expectations were
too soggy. Both have updated their infla-
tion-fighting frameworks to allow for in-
flation higher than 2%. The Bank of Eng-
land came much closer to its target and
thus has not revised it. That leaves policy-
makers more antsy about any overshoot. In
other words, the Bank of England is a vic-
tim of its past success.

The political mood in Britain further
complicates things. In July the House of
Lords economic-affairs select committee
berated the bank for its lack of transparen-
cy about post-pandemic bond buying. Its
schedule of bond purchases was strikingly
similar to the Treasury’s own schedule for
bond sales, raising suspicions of blurred
lines between the monetary and fiscal au-
thorities. If outsiders start to believe that
the Bank of England is more interested in
propping up the Treasury than in curbing
inflation—of which there is no good evi-
dence to date—it would compound any
credibility problems.

All bark, no bite

The hawkish chatter may be a ploy to per-
suade markets to do the Bank of England’s
dirty work. If investors believe that mone-
tary policy will tighten, then credit condi-
tions in the real economy will tighten re-
gardless of what the bank actually does. On
October 14th Catherine Mann, a member of
the monetary-policy committee, suggest-
ed that the increase in long-term interest
rates reduced the need for rate-setters to
follow through.

Plenty of sceptics do not believe any-
thing more than tough talk is warranted.
High household inflation expectations
have not fed through to higher wages for at
least 15 years, says Samuel Tombs of Pan-
theon Macroeconomics, a research firm.
Andrew Goodwin of Oxford Economics,
another research house, says that aside
from some small sectors generating head-
lines, the story of much of today’s labour
market is in fact a glut of workers.

Britain

Britain’s monetary policymakers may
also struggle to push against the global
forces that have dragged down interest
rates over the past two decades, says Dario
Perkins of TS Lombard, a research outfit.
“Whenever one central bank has tried to
break out of that over the past 20 years,
they have ended up having to reverse it,” he
notes. Investors may expect the monetary-
policy committee to strike out on its own,
but it would still be a bold move. ®

Making a pig’s ear of it

The government belatedly tries to prevent a porcine tragedy

PIG ARRIVES at an abattoir panicking.

It enters a chamber full of carbon
dioxide, which knocks it out. Then
comes the disassembly line. Slaugh-
termen hang the hog upside down, slit
its throat and remove the guts. Boners
splitit up with mechanical saws. Debon-
ers slice muscle from bone. Trimmers
ready the meat for packing. The work is
hard, bloody and miserable. It can also
take three years to master.

Across the country, these skilled
workers are in short supply. The National
Pig Association thinks there are 125,000
to 150,000 pigs waiting to be turned into
pork. Boris Johnson, the prime minister,
had sought to minimise the problem. But
on October 14th the government relented
to pressure, announcing 800 new six-
month visas for butchers. They will have
to get chopping fast to stop hundred of
thousands of pigs from going to waste.

The problem started in China, where
nearly half of British pork exports were
sent last year, and which has a taste for
basic cuts. With Chinese farms recover-
ing from African swine fever, demand for
imports has dropped this year—meaning
more advanced abattoir workers are
required. “When exporting to China you
could send a whole leg...Here you need to
make it all the way down to a loin steak,”
explains Bethan Wilkins of the Agricul-
ture and Horticulture Development
Board, a quango.

This has affected farms across Eu-
rope, but those in Britain face additional
problems. In September a carbon-diox-
ide shortage added to backlogs (the gas is
used for packing meat as well as stun-
ning). Post-Brexit immigration rules,
particularly language ones, are also
starting to bite. Most slaughterhouse
butchers “wanted to work with their
hands so probably [weren’t] top of their
class,” says Nick Allen of the British Meat
Producers Association. “Our HR people
aren’t sure they’d pass this test in their

own language.”

Modern pig farming is vulnerable to
disruption. As Mr Allen notes: “Your holy
grail is to produce the same number of
pigs, week in week out regardless of
season.” Welfare laws demand swine be
given enough space to turn and lie down
freely. A backlog makes this tricky. Even
if farmers can find the space, they face
other problems, too. Feed prices are high
and slaughtering large pigs expensive.
Boar taint, an odd taste in older, un-
castrated male pigs, is an issue.

If the beasts cannot be killed in abat-
toirs, they will be killed on farms, which
renders them legally unfit for human
consumption. Though industry insiders
welcome the visas, they reckon Britain
needs more than 10,000 skilled butchers.
The government will also establish a
“private storage aid” scheme to store
carcasses for three to six months, and
will drop a levy on pork products. In the
long run, the aim is to encourage more
Britons into the industry. The problem is
they are an animal-loving bunch.

Two big piggies went to market
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Bagehot | A great parliamentarian

The death of Sir David Amess holds lessons for British politics. So does his life

PS GATHERED in the Palace of Westminster on October 18th,

first in the House of Commons and then in St Margaret’s
Church, to celebrate the life of one of their own. They told stories
about the man with the widest grin in Westminster: how this life-
long Roman Catholic had once got the pope to bless a boiled sweet
by mistake and how this inveterate campaigner for city status for
Southend deluged the authorities with proof of the place’s worthi-
ness, such as the fact that it held the world record for the number
of triangles played simultaneously. They also hinted at serious
questions about what his murder meant for British democracy.
How could potential murderers be spotted before they struck?
What should be done about internet trolls who spew hatred? And
would Mps have to retreat behind armed guards or fortified
screens when meeting their constituents?

Sir David Amess was never one of Parliament’s high-flyers—in-
deed, he might well be described as a low-flyer. The furthest he
climbed up the greasy pole was as a Pps (personal private secre-
tary). But he was nevertheless a far more significant figure than
many famous Mps. He was the embodiment of perhaps the most
important political trend of the past 40 years: the rise of “Essex
man”, that upwardly mobile figure who, thanks to his combina-
tion of self-reliance and truculence, drove the Thatcherite revolu-
tion of the 1980s and the Brexit revolution of the past decade.

His parents were Cockneys who moved to Essex in order to
start a family. He was brought up in modest circumstances, with
“an outside toilet and a tin bath hanging on the wall”, but never-
theless decided to become an MP in the same year that he passed
the n-plus test for the local grammar school. In the late 1970s he
appeared in a political advertisement with Margaret Thatcher,
who became his lifelong heroine. In 1983 he stood successfully for
Basildon, then a swing seat that shifted to the Conservative col-
umn. And in 1997, after boundary changes, he switched to another
Essex seat, Southend West. The constituency had been a pocket
borough for the Guinness-Channon dynasty for more than a cen-
tury, starting with Rupert Guinness, then passing to his wife,
Gwendolyn, then to his son-in-law, the socialite diarist Henry
“Chips” Channon, and finally to Chips’s son, Paul Channon. Sir Da-
vid’s arrival was yet more proof that the party of the old aristocracy

was becoming the party of the Essex man.

Sir David was also the quintessential local Mp who believed
that the highest calling of an elected member was to represent the
people to the state rather than the state to the people. He gloried in
the House of Commons in all its magnificent quirkiness, hanging
an ornamental sword on his peg in the cloakroom, in deference to
the tradition that swords had to be abandoned before entering the
chamber. He disliked almost every change to the institution, not
because he was a fuddy-duddy—or not just because he was a fud-
dy-duddy—but because they weakened Parliament’s power to
oversee the executive. The end of late-night sittings was eroding
camaraderie. The rise of professional politicians was turning Par-
liament into a rubber stamp. (He was particularly contemptuous
of Tony Blair, “the biggest egotistical maniac I've ever met” and
“sickeningly smooth” with it.) His proudest achievements were all
local—keeping schools and hospitals open and preventing a forest
of silver birches from being razed to the ground.

Sir David was happiest with his constituents. He relished the
flummery of constituency life such as judging dog shows and rais-
ing money for a statue of Dame Vera Lynn, a popular wartime sing-
er. But he didn’t just relish the Friday constituency surgeries
where MPs meet constituents to hear their problems. He regarded
them as key to the sacred bond between elected politician and
electors. He pooh-poohed threats which, like all too many mps, he
received, and held his surgeries in local community centres to
make himself accessible. It was while he was holding one of these
surgeries in a Methodist church that he was stabbed to death.

The atrocity has provoked an agonised debate about how to
stop future attacks. Politicians from the prime minister down
have insisted the best way to honour Sir David’s legacy is to remain
open to the public. But this is a little blasé. Sir David is the second
MP to be killed at work in five years (the first being Jo Cox, a Labour
MmP who was murdered on her way to a surgery by a neo-Nazi). Ma-
ny politicians are considering posting police officers and security
guards in their surgeries. Policymakers are also discussing the
question of how to identify potential assailants before they make
it to surgeries. William Shawcross, who is reviewing the govern-
ment’s counter-terrorism Prevent strategy, to which the suspect
was referred, is likely to argue that Mmi5 should have more say as to
whether potential extremists are placed in anti-extremism pro-
grammes. Policy Exchange, an influential think-tank, urges the
authorities to combat the grievance culture that poisons the
minds of some young Muslims rather than waiting until they
show signs of violent intent.

In memoriam

The physical defence of MpPs needs to be linked to a wider defence
of their calling. There is a tendency in popular culture to demo-
nise politicians as self-seeking parasites who do not care about
the common good. Butif you are interested in fiddling your way to
wealth there are easier ways to do it than to put yourself in the
public spotlight. There is a tendency among historians to treat the
history of Parliament as a sideshow. But in fact the House of Com-
mons has played a crucial role in providing a civilised outlet for
social divisions that elsewhere result in violence. It is fitting that
the queen should have honoured one of Sir David’s quixotic causes
by making Southend a city. It would be even more fitting if the po-
litical nation—journalists and academics, as well as politicians—
were to devote more energy to seeing the virtues as well as the fail-
ings of the institution to which he devoted his life. B
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Climate change

Heated debates

Broken promises, energy shortages and covid-19 will hamper cor26

AST-MINUTE APPEALS are common in

the weeks preceding the cop, the UN’s
annual climate summit. Green groups urge
world leaders to promise bold action. Poor
countries ask rich ones for money. Ahead
of this year’s event, which starts in Glas-
gow on October 31st, a group representing
indigenous people is asking for donations
of jackets, wellies and waterproofs. It notes
that Amazonian indigenous folk who plan
to attend “have not experienced a climate
like a Scottish winter”.

This year’s summit is cor26—the 26th
Conference of the Parties to the UN Frame-
work Convention on Climate Change. It
marks the most important climate talks
since 2015, when the Paris agreement was
signed. That is largely because of what
countries promised they would do by this
point. All countries are supposed to have
announced tough new targets for reducing
emissions. Rich countries are supposed to
be helping poor ones finance green
schemes. On both fronts, the world is com-
ing up short. The proceedings in Glasgow
may be chilly indeed.

The Paris agreement was adopted by the
vast majority of countries. They promised
to try to keep the increase in the Earth’s
mean surface temperature to “well below”
2°C compared with pre-industrial levels,
and ideally to no more than 1.5°C. In terms
of the detrimental impact of global warm-
ing, the gap between those two targets is
large. But temperatures have already risen
by 1.1-1.3°C since the invention of the steam
engine. So limiting heating to 1.5°C is a co-
lossal task. To have a good chance of
achieving it, the world must make net
emissions of carbon dioxide 45% lower in
2030 than they were in 2010, and reduce
them to zero by the middle of this century.

The Paris agreement did not demand
such cuts—nor could it have done so. In-
stead countries pledged themselves to
emission-reduction strategies known as
Nationally Determined Contributions
(NDCs). The NDcs brought to the table in
Paris did not match the agreement’s lofty
aims. They put the world on track to be
around 3°C hotter than the pre-industrial
baseline by 2100. But the treaty required
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that every five years all parties should up
their game with new, more ambitious
NDCs. The Glasgow conference (which is
taking place a year later than planned, be-
cause of covid-19) is the due date for the
first round of beefed-up pledges.
Governments began announcing new
pledges last year. Rich countries have been
more ambitious than poor ones. The Euro-
pean Union (EU) promises that by the end
of the decade it will have cut emissions by
55% compared with 1990 levels. It had pre-
viously promised only a 40% decline.
America says that by 2030 it will have cut
emissions by 50-52% from 2005 levels. It
had previously proposed only a 26-28% cut
by 2025. These two parties account for 23%
of the world’s carbon-dioxide emissions.

Alot of hot air

Australia is an outlier among rich coun-
tries. Its original NDC was not particularly
ambitious. Nor is its new one. Meanwhile
many emerging economies have set lax
targets. Russia and Indonesia are promis-
ing no new effort. By employing some cre-
ative carbon accounting, Mexico and Brazil
have produced new strategies that are less
ambitious than their original plans.

India, which is responsible for 7% of
carbon-dioxide emissions, has not yet
published a fresh climate strategy. Nor has
China, which accounts for 28%. Last year it
said that it planned to make its emissions
peak “before” 2030, having previously said
only that it would reach this milestone p
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» “around” that time. Many would like it to
bring this date forward, but Li Shuo of
Greenpeace thinks that is unlikely to hap-
pen soon. He says there is more chance
China might strengthen its pledge by de-
claring an absolute figure above which its
annual emissions will not rise.

Taken together, the new targets under-
whelm. Promises made by the middle of
this year give a 50% chance of keeping
warming below 2.1°C but only a 5% chance
of keeping it under 1.5°C, according to the
International Energy Agency (IEA), a fore-
caster (see chart). And this assumes that all
the pledges are honoured, which is far
from guaranteed.

On the tail of these lacklustre an-
nouncements is a failure relating to fund-
ing for developing countries. In 2009 rich
countries vowed that by 2020 they would
be providing poor ones with $100bn in cli-
mate finance each year. Roughly equal
amounts were to go towards adaptation
and to reducing emissions. The figure is a
fraction of the $2trn annual investment
that the 1EA believes developing countries
need. But the promise is supposed to sig-
nal the willingness of richer countries to
make sacrifices for the good of the planet.

In 2019 only $8obn was provided, ac-
cording to the OEcCD, a club of rich coun-
tries. This year a last-minute whip-round
could perhaps see the total rise above
$100bn before the conference. But poor
countries are miffed. The original deadline
was 2020—when, because of the pandem-
ic, the total was probably lower even than
in 2019. And only about 25% of the cash is
financing ways of adapting to climate
change, instead of the 50% promised.

All these disappointments will cause
hand-wringing at the summit. Rich coun-
tries may re-emphasise their willingness
to lend. They may offer an aggregate figure
over several years, such as $500bn between
2020 and 2025. But no country is likely to
swiftly adjustits new NDcC. Designing them
takes months of work and co-ordination
across government departments.

Instead, progress in Glasgow will prob-
ably have to come from agreements struck
in narrower debates, the outcomes of
which will help countries implement their
existing climate strategies, and make them
more likely to increase their ambitions in
the future. One job is to agree on rules for
international carbon markets, such as
what double-counting means when it
comes to carbon credits.

A second debate is about “loss and dam-
age”, meaning how far countries that will
suffer most from climate change should
receive compensation. The topic is taboo
among rich countries. In Paris they even-
tually allowed the concept to be men-
tioned in the agreement, but resisted lan-
guage that might actually lead to some-
thing being done. Poor countries hope to
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move it up the agenda and to lay the
groundwork for more concrete discus-
sions in the future.

Third comes the effort to get govern-
ments to sign up to sector-level pledges,
such as to stop burning coal, ban the sale of
internal-combustion engines and halt de-
forestation. The Global Methane Pledge, a
promising new pact, calls for cutting glo-
bal methane emissions by at least 30%
from 2020 levels by 2030. Its backers in-
clude America and the Eu. Measured over
20 years, a tonne of methane causes 86
times more warming than a tonne of car-
bon dioxide but the gas is naturally re-
moved from the atmosphere much faster
than CO,. The Climate and Clean Air Co-
alition, made up of governments and lobby
groups, says cutting human-made meth-
ane emissions in half by 2050 could lower
temperatures by about 0.2°C.

The fourth topic is what Helen Mount-
ford of the World Resources Institute, a
think-tank, calls “keeping 1.5°C alive”.
Green groups and some governments want
countries to acknowledge that the world is
failing to slow global warming, and to state
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explicitly that they wish to keep the in-
crease under1.5°C. China and India refused
toback a similar statement at the G2o sum-
mit in July. They feel that if the tempera-
ture targets are revised the same should
happen to the climate-finance goals.

A global energy shortage provides an
unfortunate backdrop to the discussions.
In Asia coal shortages are forcing factories
to curb output. European gas and power
prices have gone berserk. Governments are
watching Joe Biden try to get legislation
containing support for clean-energy firms
through Congress. The wrangling is a re-
minder of the difficulties democratic
countries face when they seek to enact big
climate reforms.

Covid-19 has increased the costs and
risks of getting negotiators to the summit.
Poor countries, in particular, may send
fewer than usual. Even in normal times
they are at a disadvantage to rich places,
which can send hordes of technocrats. The
fact that many rich countries appear to be
past the worst of the pandemic, while poor
ones are still struggling through it, will on-
ly make such inequalities rankle more.

Block parties

All this could deepen the usual factional-
ism. Delegations attending the cop typical-
ly form three blocks. Poor countries ask
rich ones for more ambition and more
money. Rich countries try to convince
emerging ones, which account for the li-
on’s share of the growth in emissions, to
pollute less. And emerging economies try
to tell rich countries that they are in fact
part of the poor and vulnerable group,
while also reminding rich countries that
they got where they are today by polluting.

Yet there are some signs that these old
alliances are loosening. Emerging econo-
mies have less excuse for inaction than
they did when Donald Trump was in the
White House, says Laurence Tubiana of the
European Climate Foundation, a lobby
group (Mr Trump pulled America out of the
Paris agreement; it rejoined in February).
Some, such as South Africa, are becoming
more ambitious. In September China said
it would no longer finance new coal-fired
power stations outside its borders. Natural
disasters in rich countries, such as floods
in Germany that killed almost 200 people,
may bring a new sense of urgency.

Any progress made at cor26 will proba-
bly be incremental, not a “big leap” of the
sort John Kerry, America’s climate envoy,
has promised. That will enrage grassroots
activists. And it hardly matches the scale of
the challenge. Two years from now a “Glo-
bal Stocktake” scheduled under the Paris
agreement will examine how well govern-
ments are implementing their climate
plans. If their most recent climate prom-
ises are any indication, the stocktake could
reveal a rather bare cupboard. m
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Samsung Electronics

The third star

Having conquered smartphones and memory chips, the South Korean giant wants

to dominate cutting-edge microprocessors

AMSUNG ELECTRONICS (SE) is a behe-

moth. The South Korean tech company
is the crown jewel of the mighty Samsung
chaebol, as the country’s conglomerates are
known. It makes more smartphones than
any other company in the world, as well as
home-entertainment systems and appli-
ances. It dominates the manufacturing of
memory chips, which are used to store da-
ta on electronic devices and whose price
has been pushed up by the global semicon-
ductor shortage. Sg’s annual revenues of
$200bn are not much lower than those of
Apple, the most valuable firm in history,
and it is sitting on a cash pile of $100bn.

Now both SE and its parent group,
whose name means “three stars”, are enter-
ing a critical new chapter. In August Lee
Jae-yong, the scion of the family which
founded Samsung in 1938, was released
from prison, where he spent two stints
after a conviction for his involvement in a
bribery scandal. He is finally taking full
control of the empire from his late father,
Lee Kun-hee, who died last year. Succes-

sion was complicated first by the elder
Lee’s six-year coma, then by his son’s brib-
ery conviction, linked to SE’s efforts to win
the government’s backing for a merger of
two Samsung subsidiaries that would ce-
ment his control.

Free at last, Mr Lee has grand plans for
the company, which he wants to become as
dominant in cutting-edge logic chips, used
for processing information, as it already is
in memory and smartphones. That will pit
SE head-to-head with chipmaking power-
houses such as TsMmc of Taiwan and Amer-
ica’s Intel, and thrust it into a fierce global
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contest over one of the world’s most strate-
gic industries.

On October 7th SE confirmed it will
manufacture some of the world’s most ad-
vanced logic microprocessors, based on its
novel “gate-all-around” architecture with
transistors measuring three nanometres
(billionths of a metre), in 2022. It also sur-
prised analysts by announcing a plan to
mass-produce two-nanometre chips from
2025. It is forecast to invest an eye-water-
ing $37bn or so in capital expenditure
across its businesses this year. And it is
winning new customers, such as Nvidia,
an American chip designer, and Tesla, an
electric-car maker.

The outcome of Mr Lee’s gamble will
have profound consequences—and not
just for Samsung. It matters to South Ko-
rea, whose president justified Mr Lee’s pa-
role as being in the national interest, given
the chaebol’s importance to the economy.
And it will influence the global semicon-
ductor industry, the critical nature of
which has been underscored by the world-
wide chip shortage. To ensure success, the
man whom acquaintances describe as shy,
decent and astute must also summon a
degree of ruthlessness.

SE is a complex corporate creature with
a strategic challenge and underwhelming
stockmarket performance. It is best under-
stood as divided into two main businesses.
The first makes “sets”: smartphones, tele-
visions and household appliances. The m
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» second produces “components”, which go
into Samsung’s own sets, as well as being
sold to external customers like Apple. Sam-
sung splits its sets business further into
two divisions: Tvs and appliances such as
washing machines, and digital devices
(chiefly smartphones). The component
business, meanwhile, comprises semicon-
ductors and displays.

The sets business is not a growth en-
gine. In Mr Lee’s hierarchy of SE opera-
tions, say people close to the company,
home appliances sit at the bottom, below
the Tv unit with similarly low margins but
a bigger role in reinforcing SE’s valuable
brand. Next comes the handset business,
which in the early 2010s contributed over
half of profits. Although its obituary has
been written several times before, it con-
tinues to generate lots of cash and, thanks
to a new fast-selling range of phones with
foldable screens, some fresh optimism.

Atop the hierarchy sit semiconductors.
Historically, sE has focused on memory
chips, where it has 44% of the global mar-
ket for pRAM chips (used for temporary
storage in desktops) and 36% in NAND de-
vices (used for permanent storage in mo-
biles). The memory business brings in just
over 20% of revenues but nearly half of op-
erating profits (see chart1). Everything else
is potentially expendable in the service of
its juicy margins. If a “set” business has a
disagreement with a components unit
over pricing or other terms, insiders say,
the component business takes precedence.
According to the company, its unique eco-
system benefits from having diverse busi-
nesses which allow internal innovation
while providing stability through the ups
and downs of industry cycles.

Late-onset memory loss

Analysts reckon that SE’s memory-making
has plenty of life left in it. Because such
chips are critical for storing data across in-
dustries, it is “only going in one direction:
up”, says Nicolas Gaudois of UBS, a bank.
Omdia, a research firm, predicts that the
global memory-chip market will expand at
double-digit rates each year between 2020
and 2025. It is now less cyclical thanks to
surging demand from data centres and, on
the supply side, consolidation in the in-
dustry where ever more extreme miniatur-
isation means that rivals can no longer
step up production as easily as before. SE
says that it has proven an ability to inno-
vate and extract value in established busi-
nesses. Internally, though, certain SE exec-
utives worry that memory is a mature op-
eration. And some investors fret that de-
mand for memory chips may soften
towards the end of the year.

One option would be to follow Apple
and develop a services business, which has
grown from 8% of the iPhone-maker’s rev-
enues in 2012 to a fifth. However, despite a
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few successes, notably in payments and
health apps, SE’s efforts to add software
and services to its world-beating hardware
have been sporadic.

This is partly because SE’s hardware-
first approach is deeply rooted in its cul-
ture. It will probably be reinforced by Mr
Lee’s character and experience. “His dispo-
sition is very cautious and conservative,
more so than his father,” says a former SE
executive. This innate conservatism may
have been strengthened by his first big en-
deavour after attending Harvard Business
School. In the late 1990s, at the height of
the dotcom bubble, he invested in eSam-
sung, a venture-capital firm. Watching the
subsequent bust left Mr Lee sceptical of Ko-
rean software engineers, says the former
executive; eSamsung was shut down.

Going big on services could also jeopar-
dise sE’s long-standing and successful
partnerships with software giants such as
Google and Microsoft. In 2014 SE launched
a music-streaming service called Milk Mu-
sic, which despite its success was scrapped
two years later. “Google viewed Samsung’s
software efforts as fragmenting the An-
droid ecosystem and felt threatened,” re-
calls a former executive. “I feel pretty sure
that Samsung has given up on software and
services,” he sighs. He worries about a big
missed opportunity. Even if the firm talks
about making another run at it, he adds,
this would probably be merely to keep
Google and other partners honest.

Another problem is China. The country
is an important source of demand for both
memory and logic chips. To help satisfy it,
SE is finishing its second memory-chip
plant in the western city of Xi'an this year.
Despite rising tensions between China and
the West, in particular America, neither SE
nor any other South Korean chipmaker is
likely to give up on their giant neighbour,
which is likely to remain a big buyer for
many years (especially for the technically
more complex DRAM chips). This means
that s must walk a fine line to keep Chi-
nese clients while not relinquishing Amer-
ican customers.
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This array of complications and risks
helps explain SE’s underperformance rela-
tive to other giants, both in consumer tech-
nology (Apple and Xiaomi of China) and
chipmaking (Tsmc and Intel). Because it
combines several relatively distinct busi-
nesses, the company suffers from a con-
glomerate discount. It is listed only in
Seoul, where limits on exposure to individ-
ual stocks have in the past pushed local in-
vestors to sell SE, which accounts for near-
ly a fifth of the Kosp1 stockmarket index,
whenever its share price spiked. And SE’s
enormous cash pile depresses returns.

As a result, despite solid operating per-
formance SE’s shares have traded between
one and one-and-a-half times forward
book value, far below its peers. Increasing
its dividend from 22% of net profit in 2018
to 78% in 2020 helped more than double
SE’s market value in the two years to Janu-
ary. But Apple’s nearly trebled in the same
period. A strong outlook for semiconduc-
tors and lower cyclicality in memory chips
have yet to translate into a richer valua-
tion. Having surged by nearly half in late
2020, SE’s market capitalisation has de-
clined by 13% since the start of the year,
while New York’s tech-heavy NASDAQ index
and a basket of global chipmakers have
made gains (see chart 2 on next page).

The logical move

Mr Lee’s bet on cutting-edge logic chips is
designed to reverse the underperfor-
mance. The idea is to win a big slice of a
fast-growing and lucrative market for 