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Politics this week

The Greek government said it would miss its budget-deficit targets 
for this year and next, blaming the country’s deepening recession. 
Euro-zone finance ministers turned the thumbscrews by saying 
they would not hand over the latest tranche of bail-out funding to 
Greece, worth €8 billion ($10.7 billion), until mid-November, a 
month later than planned. Greek unions held another general 
strike to protest against austerity measures. See article
(http://www.economist.com/node/21531424) 

Moody’s downgraded Italy’s credit rating by three notches, citing concerns about its sluggish 
growth prospects and a loss of confidence across the euro zone. Silvio Berlusconi, the prime 
minister, shrugged it off; so, more surprisingly, did the markets.

In an article for a Russian newspaper Vladimir Putin, Russia’s prime minister and president-in-
waiting, called for former Soviet states to join a “Eurasian Union” of economic integration. 
Denying that he wanted to rebuild the Soviet Union, he said that the move would have “an 
undoubtedly positive global effect”.

Anti-Roma protests spread across Bulgaria after the killing of a young man by a car driven by an 
associate of a notorious Roma bigwig. Far-right parties hope to capitalise on the ugly mood at 
presidential and local elections later this month. See article
(http://www.economist.com/node/21531502) 

A large hole in the ozone layer was reported to have opened over the Arctic this spring, the first 
time ozone loss in the northern hemisphere has matched that in the southern. Unusual weather 
was thought immediately to blame, though the underlying cause is probably chlorine-rich 
chemicals in the stratosphere.

Power and the people

The president of Myanmar decided to suspend all work on a $3.6 billion dam that Chinese firms 
have been building. His announcement came as a shock, not least to the China Power Investment 
Company, which suggested it might sue. The dam had been denounced by environmental groups 
and by the Kachin people who live near the site, on the Irrawaddy river. The greatest surprise 
was the president’s rationale for halting the project: Thein Sein acted, he said, “according to the 
desire of the people”. See article (http://www.economist.com/node/21531483) 

Afghanistan’s president, Hamid Karzai, signed a strategic pact with India. The agreement is the 
first of its kind for the Afghans—and caused immediate alarm in Pakistan, which is increasingly 
at odds with both America and the government in Kabul.



Thailand suffered some of its worst flooding in recent memory. 
The deluge killed at least 220 people, inundating most of the 
country and pouring into some of the ancient temples at 
Ayutthaya. More than 150 people in Cambodia were also killed by 
the floods.

A shortage of fresh water in the South Pacific saw the islands of 
Tuvalu and Tokelau in a state of emergency. Crops are withering, 
and on Tokelau people are subsisting on bottled water after six months of scant rainfall. Samoa 
has begun to ration water, too. See article
(http://www.economist.com/blogs/banyan/2011/10/south-pacifics-water-crisis) 

Death comes from the sky

Anwar al-Awlaki, an American of Yemeni descent, regarded by many as the most influential 
figure in al-Qaeda since the death of Osama bin Laden in May, was killed by an American drone 
in an ungoverned part of Yemen to the east of its capital, Sana’a. See article
(http://www.economist.com/node/21531477) 

Russia and China vetoed a European-sponsored resolution in the UN Security Council condemning 
a crackdown on pro-democracy protesters by the Syrian government that has killed some 3,000 
people.

A suicide-bomb set off by a member of the Shabab, an Islamist group linked to al-Qaeda, killed 
at least 70 people near a government compound in Mogadishu, Somalia’s capital, from which 
the movement has recently been ejected. See article
(http://www.economist.com/node/21531518) 

At least 19 people were killed in a reprisal attack on a village in Nigeria’s north-western state of 
Zamfara. The feud between villagers seemed to be over cattle and herding rights.

Third time lucky

Haiti got a new prime minister, at last. Having rejected the first two nominees proposed by 
Michel Martelly, who took office as president in May, the country’s Senate approved Garry Conille 
for the job. Aid donors had become increasingly alarmed by the lack of a government. Mr Conille 
has worked for Bill Clinton in his role as a UN envoy to Haiti.

A centre in Vancouver where addicts can inject drugs safely but which the federal government 
wanted to close down was saved by Canada’s Supreme Court. The court ruled that the clinic, the 
only one of its kind in North America, posed no threat to public safety or health and that its 
closure would violate its users’ constitutional rights.

A group calling itself “Zeta Killers” claimed responsibility for the recent murder of at least 35 
people alleged to be members of the Zetas drug gang in Mexico, sparking fears of Colombian-
style paramilitary vigilantes. But it was not immediately clear who the killers were linked to, or if 
they were from a rival drug mob.

For Christie’s sake

Chris Christie put an end to fever-pitch speculation that he would 
launch a bid for president, by ruling himself out of the running. 
The Republican governor of New Jersey had been pressed by party 
pooh-bahs over recent weeks to jump into the race, after a series 
of clangers by Rick Perry dented his front-runner status. After 
months of toying with the idea Sarah Palin also said she wouldn’t 
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run; last year’s star of the conservative tea- party has had a lacklustre 2011. See article
(http://www.economist.com/node/21531487) 

Meanwhile, Barack Obama said that he would be the “underdog” in next year’s presidential 
election, “given the economy”. A poll seemed to confirm that view, with 55% of Americans saying 
they expected the Republicans to win; only 37% thought Mr Obama would be re-elected.

Mr Obama sent three long-stalled free-trade agreements with Colombia, Panama and South 
Korea to Congress for ratification. The pacts were negotiated under George Bush’s presidency, 
but had been held up amid a row about extending aid to American workers who lose their jobs to 
foreign competition. See article (http://www.economist.com/node/21531486) 

A new law came into effect in Alabama that cracks down on illegal immigration, after a judge 
ruled that it passed constitutional muster. Alabama’s measure, said to be the strictest in America, 
includes a requirement that schools ask about the legal status of children born to parents who 
come from abroad.
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Business this week

Tributes poured in for Steve Jobs, who died at the age of 56. He had battled cancer and received 
a liver transplant in 2009. Mr Jobs was the driving force behind Apple and is widely credited with 
revolutionising the personal-technology industry. He once said that, “Being the richest man in the 
cemetery doesn’t matter to me…Going to bed at night saying we’ve done something wonderful…
that’s what matters to me.” See article (http://www.economist.com/node/21531529) 

Gulp

It was another tumultuous week for euro-zone banks, which are being 
battered by the region’s sovereign-debt crisis. Indices gauging the risk 
of bank defaults leapt amid concern that banks with the greatest 
exposure to government debt in the euro zone are struggling to obtain 
funding. Investors found little solace from Jean-Claude Trichet, the 
outgoing president of the European Central Bank, who insisted that it 
was the responsibility of politicians, and not the ECB, to restore 
“credible” confidence. The IMF once again urged euro-area governments 
to recapitalise banks. See article
(http://www.economist.com/node/21531492) 

Deutsche Bank added to the general unease after it abandoned its pre-tax profit target for the 
year and forecast that its third quarter would be “significantly below expectations”. Germany’s 
biggest bank made further write-downs to its exposure to Greek debt, reflecting market value, 
which cost it €250m ($333m).

Dexia, a big Franco-Belgian bank, was set to be broken up and its toxic assets hived off, as the 
Belgian and French governments rushed to assure Dexia’s depositors and creditors that their 
money would be safeguarded. Dexia was one of the first European banks to seek a bail-out in 
2008, but it has struggled ever since. See article (http://www.economist.com/node/21531467) 

More heads roll

UBS made more changes to senior management following its recent rogue-trading scandal, 
announcing that both heads of its global-equities division would step down. The Swiss bank also 
said it now expects to make a small quarterly profit rather than the loss it had predicted when 
the scandal broke, mostly because of credit gains on its financial liabilities.

Morgan Stanley’s share price recovered somewhat after fears about the bank’s exposure to 
Europe unnerved investors. Credit-default swap spreads for Morgan Stanley jumped.

America’s Justice Department and New York state’s attorney-general filed separate civil lawsuits 
against BNY Mellon for allegedly defrauding clients by systematically using the foreign-exchange 
rate on transactions that best suited the bank.
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With estimates for energy demand downgraded in line with slower-growing rich economies, oil 
prices dropped to their lowest levels in many months. Brent crude fell below $100 a barrel for 
the first time since February and West Texas Intermediate traded at a one-year low, below $76.

France withdrew three permits from companies hoping to explore for shale gas, another blow to 
the industry after French politicians banned hydraulic fracturing, or “fracking”, in June on 
environmental grounds. Separately, Canada said it was concerned that the European Union was 
seeking to “stigmatise” Alberta’s oil-sands industry, as the EU appeared to move closer to 
classifying such oil as heavy polluting.

A surplus argument

China gave warning about the “waves of trade protectionism” that would result from a bill being 
discussed in America’s Congress that would impose duties on a country’s goods if it was found to 
have an unfair trade advantage from an undervalued currency. The Senate voted to proceed 
with the bill. But the House of Representatives looked set to block it; one Republican leader 
described it as a “pretty dangerous” bill. See article (http://www.economist.com/node/21531486) 

Ford reached a four-year contract deal with the United Auto Workers, the terms of which were 
slightly more generous to current employees than a similar contract that General Motors signed 
with the union last month. Meanwhile, data for September showed car sales (including pickup 
trucks) in the United States were up by 10% from the same month last year.

American Airlines’ share price came in for a bumpy ride, descending rapidly to below $2, as 
speculation persisted that the company would soon seek bankruptcy protection. The airline, which 
is the only big American carrier to have avoided Chapter 11 in the past ten years, strongly denied 
the rumours.

The world’s cheapest tablet computer was unveiled in India. The Aakash, which was developed 
by DataWind, a tech company, with the backing of the Indian government, has a 7-inch screen, 
runs on Google’s Android and will be sold for $35 to school students.
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Steve Jobs
The magician
The revolution that Steve Jobs led is only just beginning

WHEN it came to putting on a 
show, nobody else in the computer 
industry, or any other industry for 
that matter, could match Steve 
Jobs. His product launches, at 
which he would stand alone on a 
black stage and conjure up an 
“incredible” new electronic gadget 
in front of an awed crowd, were the 
performances of a master 
showman. All computers do is fetch 
and shuffle numbers, he once 
explained, but do it fast enough 
and “the results appear to be magic”. Mr Jobs, who died this week aged 56, spent his life 
packaging that magic into elegantly designed, easy-to-use products.

The reaction to his death, with people leaving candles and flowers outside Apple stores and the 
internet humming with tributes from politicians, is proof that Mr Jobs had become something 
much more significant than just a clever money-maker. He stood out in three ways—as a 
technologist, as a corporate leader and as somebody who was able to make people love what had 
previously been impersonal, functional gadgets. Strangely, it is this last quality that may have the 
deepest effect on the way people live. The era of personal technology is in many ways just 
beginning.

Apple of his eye

As a technologist, Mr Jobs was different because he was not an engineer—and that was his great 
strength. Instead he was obsessed with product design and aesthetics, and with making 
advanced technology simple to use. He repeatedly took an existing but half-formed idea—the 
mouse-driven computer, the digital music player, the smartphone, the tablet computer—and 
showed the rest of the industry how to do it properly. Rival firms scrambled to follow where he 
led. In the process he triggered upheavals in computing, music, telecoms and the news business 
that were painful for incumbent firms but welcomed by millions of consumers.

Within the wider business world, a man who liked to see himself as a hippy, permanently in revolt 
against big companies, ended up being hailed by many of those corporate giants as one of the 
greatest chief executives of his time. That was partly due to his talents: showmanship, strategic 
vision, an astonishing attention to detail and a dictatorial management style which many bosses 
must have envied. But most of all it was the extraordinary trajectory of his life (see article



About The Economist online About The Economist Media directory Staff books Career opportunities Contact us Subscribe [+] Site Feedback

Copyright © The Economist Newspaper Limited 2011. All rights reserved. Advertising info Legal disclaimer Accessibility Privacy policy Terms of use Help

from the print edition | Leaders 

(http://www.economist.com/node/21531530) ). His fall from grace in the 1980s, followed by his 
return to Apple in 1996 after a period in the wilderness, is an inspiration to any businessperson 
whose career has taken a turn for the worse. The way in which Mr Jobs revived the ailing 
company he had co-founded and turned it into the world’s biggest tech firm (bigger even than Bill 
Gates’s Microsoft, the company that had outsmarted Apple so dramatically in the 1980s), sounds 
like something from a Hollywood movie—which, no doubt, it soon will be.

But what was perhaps most astonishing about Mr Jobs was the fanatical loyalty he managed to 
inspire in customers. Which other technology brand do you ever see on bumper stickers? Many 
Apple users feel themselves to be part of a community, with Mr Jobs as its leader. And there was 
indeed a personal link. Apple’s products were designed to accord with the boss’s tastes and to 
meet his obsessively high standards. Every iPhone or MacBook has his fingerprints all over it. His 
great achievement was to combine an emotional spark with computer technology, and make the 
resulting product feel personal. And that is what put Mr Jobs on the right side of history, as the 
epicentre of technological innovation has moved into consumer electronics over the past decade.

A world without Jobs

As our special report (http://www.economist.com/node/21531109) in this week’s issue (printed 
before Mr Jobs’s death) explains, innovation used to spill over from military and corporate 
laboratories to the consumer market, but lately this process has gone into reverse. Many people’s 
homes now have more powerful, and more flexible, devices than their offices do; consumer 
gizmos and online services are smarter and easier to use than most companies’ systems. Familiar 
consumer products are being adopted by businesses, government and the armed forces. 
Companies are employing in-house versions of Facebook and creating their own “app stores” to 
deliver software to smartphone-toting employees. Doctors use tablet computers for their work in 
hospitals. Meanwhile, the number of consumers hungry for such gadgets continues to swell. 
Apple’s products are now being snapped up in Delhi and Dalian just as in Dublin and Dallas.

Mr Jobs had a reputation as a control freak, and his critics complained that the products and 
systems he designed were closed and inflexible, in the name of greater ease of use. Yet he also 
empowered millions of people by giving them access to cutting-edge technology. His insistence 
on putting users first, and focusing on elegance and simplicity, has become deeply ingrained in 
his own company, and is spreading to rival firms too. It is no longer just at Apple that designers 
ask: “What would Steve Jobs do?”

The gap between Apple and other tech firms is now likely to narrow. This week’s announcement 
of a new iPhone by a management team led by Tim Cook, who replaced Mr Jobs as chief 
executive in August, was generally regarded as competent but uninspiring. Without Mr Jobs to 
sprinkle his star dust on the event, it felt like just another product launch from just another 
technology firm. At the recent unveiling of a tablet computer by Jeff Bezos of Amazon, whose 
company is doing the best job of following Apple’s lead in combining hardware, software, content 
and services in an easy-to-use bundle, there were several swipes at Apple. But by doing his best 
to imitate Mr Jobs, Mr Bezos also flattered him. With Mr Jobs gone, Apple is just one of many 
technology firms trying to invoke his unruly spirit in new products.

Mr Jobs was said by an engineer in the early years of Apple to emit a “reality distortion field”, 
such were his powers of persuasion. But in the end he conjured up a reality of his own, 
channelling the magic of computing into products that reshaped entire industries. The man who 
said in his youth that he wanted to “put a ding in the universe” did just that.
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Echoes of 2008
Here we go again
The Europeans are pushing the global banking system to the edge

YOU know something bad is going 
to happen in a horror film when 
someone decides to take a late-
night stroll in a forest. The 
equivalent in finance is a bank boss 
insisting that his institution is 
completely solid.

European bankers have been 
saying things are fine for weeks 
now, even as their exposure to 
indebted euro-zone countries 
strangles their access to funding. 
The amount of money parked at 
the European Central Bank (ECB) has risen to 15-month highs as banks hold back from lending to 
each other. Fears of contagion from Europe have now infected America (see article
(http://www.economist.com/node/21531473) ). Banks there led the S&P500 into official bear-
market territory this week, as the index briefly dipped more than 20% below a high set in April. 
The chief executive of one embattled institution, Morgan Stanley, sent a memo to employees 
reassuring them that the bank’s balance-sheet was dramatically stronger than it was in 2008, 
when Lehman Brothers collapsed.

Europe is not the only problem facing Western banks, of course. A long list of woes also includes 
anaemic economic growth, piles of new regulation and waves of litigation related to America’s 
housing bust. An ill-conceived congressional bill to punish China for manipulating its currency is 
yet another sign that America has little to be proud of in terms of economic policy. But the central 
reason to worry is the euro zone: a series of defaults there would unleash devastation, sparking 
big losses on European banks’ government-bond holdings, and in turn threatening anyone 
exposed to those banks.

Earlier this year, the prospect of another Lehman moment seemed remote. Thanks to the abject 
failure of Europe’s leaders since then, the similarities with 2008 are disturbingly real. 
Governments are once again having to step in to support their banks. France and Belgium this 
week said that they would guarantee the debts of Dexia, a lender that was bailed out three years 
ago but which is weighed down by lots of peripheral euro-zone debt. In another throwback, plans 
are afoot to create a “bad bank” for Dexia’s worst assets. The cost of buying insurance against 
bank defaults has surged: credit-default-swap spreads for Morgan Stanley and Goldman Sachs hit 



their highest levels since October 2008 this week. Rumours are rife: that banks cannot pledge 
collateral at central banks, that hedge funds are pulling their money from prime brokers.

Name the year

Will the fearfulness of 2011 turn into another panic like 2008? In any sensible world, it should 
not. Policymakers will surely not repeat the mistake they made then, of letting a big bank go 
under. The asset class at the heart of this phase of the financial crisis—sovereign debt—is far 
easier to value than the securitised subprime mortgages that caused the trouble last time. There 
is much greater clarity about where exposures to dodgy government bonds lie, although 
American banks need to become more transparent about their ties to Europe.

What’s more, the components of a solution to the immediate euro-zone crisis, long proposed by 
this newspaper, are fairly well understood. First, create a firewall around other euro-zone 
members like Italy and Spain that are solvent but need help financing their debts; second, 
recapitalise the European banking system, which has done far less since 2008 to fortify its 
defences than America’s; and third, allow Greece, self-evidently insolvent, to default in an orderly 
fashion.

The problem with this solution for the rest of the world is that it depends on the Europeans to 
carry it out. The debt crisis has been running for 18 months now, and the only way that euro-
zone leaders have dazzled is through sheer incompetence. It continued this week, with some 
politicians admitting that a hard restructuring of Greek debt was on the table, whilst others ruled 
out a default. The result is the worst of all worlds: more uncertainty for banks that hold Greek 
debt, more pointless austerity for the battered Greek economy (see article
(http://www.economist.com/node/21531513) ).

A clear plan for a forced bank recapitalisation in the euro zone is badly needed, too. The mere 
rumours of it happening sparked a late market rally on October 4th. There are all sorts of reasons 
to deplore the fact that banks would once again be propped up by public money. It would have 
been far better if over the past three years more had been done to boost banks’ capital and 
liquidity, and to create the mechanisms that would force bank losses onto creditors, not 
taxpayers. Every euro-zone finance minister should be forced to explain the whitewash “stress 
tests” that gave even Dexia a clean bill of health earlier this year. But for now the priority is to 
prevent a systemic meltdown, not to accelerate it for the sake of principle.

A fragmented, nation-by-nation approach to recapitalisation will not work this time, however. 
France and Belgium may be able to stand behind Dexia but supporting entire banking systems is 
beyond the capacity of many sovereigns. The European Financial Stability Facility (EFSF), the 
euro zone’s bail-out fund, must carry out simultaneous injections of capital into the region’s 
banks as soon as it can. Central banks must get into full fire-fighting mode, too. In particular, 
that means offers of unlimited two-year liquidity from the ECB, which was due to meet after The 
Economist went to press.

Herding Eurocrats

Above all, no amount of recapitalisation would be enough to protect banks from a cascade of euro
-zone defaults. Nothing matters more than putting a firewall around the likes of Italy and Spain. 
Here, the news is bleak. Jean-Claude Trichet, the outgoing president of the ECB, describes this as 
the worst crisis Europe has faced since the second world war; but the institution he runs is 
unwilling to respond in kind. It is reluctant to keep buying government bonds itself, and is 
unimpressed by suggestions that it should boost the EFSF’s firepower by lending to it. Politicians 
are contorting themselves to try to strengthen the EFSF without relying on the ECB (see article
(http://www.economist.com/node/21531492) ).

In 2008 governments were credible backstops for their banks and the Fed, the central bank at 
the heart of the crisis, was willing to do everything it could to create confidence. Now the 
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sovereigns are the problem and the ECB’s help is limited and conditional. That is the real horror 
film.
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Hope in Myanmar
A Burmese spring?
Something good could finally be happening in one of Asia’s nastiest dictatorships

THE recent news from Myanmar, 
that beautiful, blighted land 
formerly known as Burma, has 
offered an all-too-rare cause for 
optimism. In the past week the 
president (and former general), 
Thein Sein, has announced that 
construction of the Myitsone dam 
across the River Irrawaddy would 
cease. That is probably a good 
thing for the environment; but it 
also marks a symbolic shift. It 
shows that for the first time for 
many years, Myanmar’s regime is prepared to annoy China, the dam’s main backer.

Irritating China is not necessarily a good thing. But in this case it appears to be part of a wider 
trend: Myanmar’s leaders seem prepared to pay more heed both to popular opinion at home and 
to pressure from the West. In August Aung San Suu Kyi, the winner of the 1991 Nobel peace 
prize who is the de facto head of Myanmar’s opposition, was invited for talks with Thein Sein 
himself. Miss Suu Kyi, who was previously confined for years under house arrest, has been 
allowed far greater freedom of movement and has even met several foreign visitors. Then in 
September the government passed a law to permit the formation of trade unions. These changes 
could just mark the start of a substantial shift in the now nominally-civilian leaders’ repressive 
policies.

This is not the first time that Myanmar’s leaders have eased up; and previous dawns have turned 
out to be false. In the mid-1990s, and then again in 2002-03, some form of reconciliation 
between the generals and opposition forces under Miss Suu Kyi seemed to be under way. On both 
occasions, the reforms led nowhere and there was ultimately a backlash by hardliners within the 
regime.

Yet even the regime’s opponents admit that there could be more to the relaxation this time 
round. For years Western sanctions seemed to produce little in the way of significant political 
change in Myanmar; instead they pushed the country’s leaders closer to China, which is more 
forgiving of dictatorships. But this greater closeness may not be entirely welcome. The people of 
Myanmar—and the regime—remain fiercely independent and popular resentment of China’s huge 
economic influence in the country has increased. With most ordinary people still poor, Myanmar’s 
leaders may have decided to liberalise to try to get sanctions lifted.
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Take the pressure off, only slowly

How should the West react? Myanmar’s leaders, no doubt, would like to see sanctions lifted 
rapidly. To merit that, they need to do more. There are rumours of an imminent release of 
political prisoners. If it goes ahead, the leadership should get some credit. The biggest issue, 
however, is the 2008 constitution, which gives the armed forces the final say on everything, and 
which Miss Suu Kyi and her party have refused to recognise. As long as this constitution is in 
place, genuine political reconciliation at the centre, let alone with Myanmar’s myriad ethnic 
insurgent groups, is hard. This rotten document should be rewritten quickly.

Despite these caveats, the West should applaud reform and recognise Thein Sein’s efforts. Its 
failure to respond favourably to previous liberalisations has strengthened hardliners’ suspicions 
inside Myanmar. The changes this time may be limited, but they are a great deal better than no 
movement at all. After so many long years of hopelessness, they represent a small glimmer of 
light for the people of a dark land.
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America’s drone campaign
Drones and the law
America’s attacks on suspected terrorists should be more closely monitored

THE killing in Yemen of Anwar al-Awlaki and three al-Qaeda associates 
by a drone on September 30th has caused far more fuss in America than 
previous drone attacks. The reason is that al-Awlaki and one of his 
fellows were American citizens. Few will mourn al-Awlaki’s passing. But 
such apparently extra-judicial executions provoke three broad questions. 
Are drone strikes compatible with the laws of war? Was this killing legal? 
And, whatever the legality, is this system of meting out justice 
compatible with America’s longer-term interests? Our answers are yes, maybe and no.

The use of drones has increased dramatically, especially under Barack Obama (see article
(http://www.economist.com/node/21531433) ). Many people find the computer-games aspect of 
what the Pentagon likes to call “Unmanned Aerial Systems” creepy, but drones are much better 
than manned aircraft at hunting fleeting targets. They have the endurance to loiter patiently, so 
their remote pilots can pick the moment to release their missiles when there is both the greatest 
chance of success and the least risk to innocent bystanders.

Moreover, as this newspaper has argued before, armed drones do not undermine the rules of 
war. Ethical worries may mount in the future, especially if the armed forces ask for permission to 
give their machines greater autonomy. But for the moment they remain conventional weapons, 
with humans subject to the conventional tests that their action be discriminate and proportionate. 
The remote-pilot in, say, Nevada who pushed the button that killed al-Awlaki is as answerable for 
his actions as the pilot in the cockpit of a fast jet; and so are the drone pilot’s commanders—right 
up to Mr Obama himself.

In Pakistan, drone strikes are conducted to support a counter-insurgency operation. Al-Awlaki 
was killed in Yemen, not in a war zone. The president’s defenders claim that strikes against al-
Qaeda and Taliban fighters are legal under the September 2001 Authorisation to Use Military 
Force Act, which allows Mr Obama to employ “all necessary and appropriate force” against any 
country, organisation or person involved in the September 11th attacks or “to prevent future acts 
of international terrorism”. They add that killing a man who is plotting to kill Americans is a 
legitimate act of self-defence, given that al-Awlaki was in a country that was unable to act 
against him.

A time to reflect

From this perspective, America has a prima facie case that it acted legally. But that argument 
clearly needs to be tested. It is not just that international law, which surely applies in this case, is 
less generous towards targeted assassination. There are questions to be asked even under 
American law. What precisely, for instance, were the grounds for killing the other American 
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jihadist, a website editor against whom the evidence seems less definitive? More information is 
needed. And is the president’s right to place an individual on a “kill or capture list” greater than 
that individual’s constitutional right to due process? The Supreme Court should look at this 
rapidly.

Finally there is the impact on America’s broader aims. Just as Guantánamo was against America’s 
interests though judged legal by some American courts, so targeted assassination may cause 
more problems than it solves. Although drones have decimated al-Qaeda, they have also helped 
to destabilise Pakistan, a nuclear-armed country of 190m Muslims. Nobody wants to make 
America’s “long war” even longer.

Two things would make America’s conduct somewhat less controversial. First, all drone killings 
should be carried out by the armed forces, not the CIA: they must be part of the conventional 
chain of command. And second, there should be some system of formal judicial review to 
determine whether the evidence against someone is sufficiently strong to make that person a 
target for assassination. One American commentator, Harlan Ullman, has suggested using the 
secret courts that meet to authorise domestic surveillance as a model.

America has a potent new weapon. Now it needs to adapt it to its principles.
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Egypt and democracy
Get a grip, then go
Egypt’s generals must make it clearer that they will soon be gone from 
government for good

THE revolution that overthrew 
Egypt’s Hosni Mubarak thrilled the 
world, as a people long derided as 
meekly fatalistic rose up with 
courage and determination to 
sweep aside their hated despot. Yet 
eight months on, the most 
populous and influential Arab 
country risks running adrift. Its 
economy is shakier, its politics 
cloudier, its mood darker (see 
article

(http://www.economist.com/node/21531469) ). Its military leaders, who said they would hold 
the fort temporarily until multi-party elections had produced a genuine government of the people, 
have dithered and waffled. It is vital, not just for the country’s 85m people but for the entire Arab 
world, that Egypt becomes a model of change. The transition to a proper democracy must not be 
delayed: the generals must get a move on.

From the start this was a most unusual revolution. It was largely peaceful. It lacked an organised 
leadership. And it seemed to end on a good-tempered note when, with remarkably little fuss and 
to popular acclaim, the Egyptian army stepped in to take charge. The Supreme Council of the 
Armed Forces, a body of two dozen generals headed by a venerable field-marshal, Muhammad 
Tantawi (pictured), promised to provide safety on the streets and rid the country of such abuses 
as corruption and police brutality. Apparently reluctant to rule, the generals said they would hand 
over to an elected civilian government as soon as was sensibly possible.

Some progress has been made towards fulfilling these promises. Egypt’s press is freer. Corrupt 
officials have been purged and tried. The notoriously nasty secret police are on a tighter leash. 
The latest plan is for an election in November to produce a parliament that will select a body to 
write a new constitution, with a presidential election eventually to follow.

Yet the generals have moved haltingly, often in seemingly grudging response to continuing street 
protests. Their reluctance to embrace the spirit of the revolution has perpetuated a mood of 
angry disputation. Many of the military council’s decisions have been hasty and ill-judged, 
reflecting not just the pitfalls of rule by committee but also inexperience in civilian affairs. The 
generals’ reliance on emergency laws and summary justice dispensed by military courts has not 
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only failed to reduce crime, but also flies in the face of the revolution’s basic aims. Rebuffing 
offers of foreign aid does nothing to tackle a dangerously rising budget deficit. Rejecting 
international election monitors leaves an impression of prickly xenophobia, just as blaming the 
media for their rude commentary only serves to stifle debate and to raise fears of a relapse into 
authoritarian ways. Whereas Tunisia’s post-revolution leaders have charted a logical path to 
democracy, with polls later this month to produce a proper constitutional assembly, Egypt’s 
generals have plotted a convoluted course that is likely to leave them in charge well into next 
year.

No time to lose

Many Egyptians suspect that the army wants to keep Egypt’s new representative bodies weak 
and divided so the men in uniform can still pull the strings. Thankfully, there is no reason to 
believe that is so. But Field-Marshal Tantawi and his generals need to allay these suspicions. They 
must spell out a clear timetable, simplify needlessly complicated voting rules and speed up the 
procedure for electing a president. That should help persuade the Egyptian people that the 
generals are sincere about turning the country over to civilian rule.
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Letters
On taxing the wealthy, health care, Ukraine, 
Wisconsin, teachers, Carol Bartz

Letters are welcome via e-mail to letters@economist.com

Taxing the rich 

SIR – I believe I am classed as one of the wealthy in America, so I 
took a great interest in your leader on how to get the well-heeled 
to pay more tax (“Hunting the rich
(http://www.economist.com/node/21530104) ”, September 24th). 
You advocated a tax system that would make the top rates more 
equal on wages and capital, eliminate virtually all deductions and 
get rid of corporate taxes. This, you said, would allow for a much 
lower top rate of income tax and would actually reap more tax 
revenues from the rich. You appear to be arguing that I, as one of 
the rich, would prefer to see lower income-tax rates, and for this 
“benefit” would be willing to pay more money. What are you 
smoking?

I do not give a damn about tax rates. My entrepreneurial instincts 
are in no way discouraged by high marginal rates. But I do care 
about how much money I have to pay. I like my deductions, all 
perfectly legal, around which I have structured my life.

Yes, the tax system is unfair. The array of consumption and payroll taxes are regressive and 
result in the less well-off paying a higher proportion of their total income in taxes. And this will 
continue as long as we, the rich, can persuade the politicians who write tax laws, and who are 
also part of the monied class, to structure the tax system to indulge us.

What is there not to like?

Anthony Sweeney
Darien, Connecticut 

SIR – You left out one of the most important arguments for taxing the rich: in countries where 
the gap between the rich and the poor is comparatively small, all levels of society are better off 
on almost any measure of well-being. Thus, as demonstrated by the authors of “The Spirit Level”, 
and as Warren Buffett clearly understands, sacrificing tax dollars for the greater good of society is 
not a zero-sum equation.

Joe O’Mahoney
Fellow, Advanced Institute of Management
London



SIR – One should consider the benefits of land value taxation (LVT). Unlike a “mansion tax”, LVT 
does not increase with the amount of effort expended in development and production. 
Furthermore, it cannot be avoided by the wealthy, unlike many tax schemes.

Richard Glover
London

* SIR – You mentioned the “unsustainable welfare state”. In America the long-term Social 
Security deficit is quite small; it can be eliminated by raising the cap on taxable income. The 
“unsustainable” bit is the result of a health-care system that is the most expensive in the 
developed world, with prices rising faster than inflation. Reforming the system takes time, and 
won’t immediately solve the budget gap.

For Medicare, the most sensible fix is to raise the Medicare tax, since that is cheaper for workers 
than raising the retirement age. For Medicaid, there is a very simple question: should the rich 
“suffer” by paying more tax, or should the poor suffer by forgoing health care?

I support most of your revenue proposals. But there is a problem with your idea to eliminate 
corporate tax. First, shareholders benefit economically from having limited liability for corporate 
disasters, and from corporations using their power to externalise their costs; society pays these 
costs, and corporate taxes can be seen as compensation.

Second, foreign shareholders don’t otherwise provide tax revenue to fund the public investment 
on which corporate profits are built.

Scott Weikart
Palo Alto, California

SIR – Thanks so much for your tongue-in-cheek take on “class warfare”. From the opening 
metaphor of the fox hunt, with the rich taking the role of the foxes, it evoked Jonathan Swift’s “A 
Modest Proposal”.

If you’ll pardon the pun, your parody grew richer as your arguments 
mounted—low taxes on the rich encourage investment and growth, we can 
make the tax code more efficient, and so on. Surely the sport of the rich would 
turn to hunting out tax havens if they had to fork out more money and 
lobbyists would descend on Congress with a jackal-like tenacity if changes are 
proposed to the tax code.

You also displayed an absence of sensibility in an attempt to appear even-
handed: “Who should suffer for righting public finances?”, you said, which 
seemed to equate the “suffering” of those who are being asked to pay 
additional taxes on their multimillions with the real tragedies of people who 
have lost their jobs, their homes, and who see no future for their children.

The claim that the rich are being “hunted” is nearly as absurd as Swift’s satire.

Brian Ford
New York 

SIR – Why is it called “class warfare” to advocate raising taxes on the rich, but not when it comes 
to cutting benefits to the poor?

David Shayer
Palo Alto, California 

SIR – The wry intelligence that characterises the writing in The Economist obviously extended to 
the layout of your September 24th issue (http://www.economist.com/printedition/2011-09-24) . 
Your cover depicted tycoons with cash in hand fleeing before a pack of baying hounds and 



politicians in full fox-hunting regalia. Inside the cover was an advertising spread for a watch that 
fetches $20,000. Rich stuff indeed. Tally-ho!

Artie Moffa
San Francisco

Constitutional questions 

SIR – When calling on the Supreme Court to sort out the legal 
mess surrounding Barack Obama’s health-care reforms, you 
stated that “one of the guiding principles of America’s constitution 
is that powers not explicitly given to the federal government are 
reserved to the states” (“Justice delayed
(http://www.economist.com/node/21529048) ”, September 17th). 
If that is so, it is a secret well kept.

The tenth amendment to the constitution, upon which your statement is based, pointedly omits 
the word “expressly”, which was included in the preceding Articles of Confederation. James 
Madison explained that it was omitted because any rational construction of a constitution 
recognises that implied powers are necessary to carry out express powers. Chief Justice John 
Marshall, in his opinion in McCulloch v Maryland, agreed.

Beyond that you took little notice of the fact that the health-insurance market is a 
quintessentially commercial one, and thus within the expressed grant of power over commerce.

Garrett Epps
Professor of law
University of Baltimore

Politics in Ukraine 

SIR – Your assertion that Ukraine is at a tipping point is correct 
(“Viktor’s dilemma (http://www.economist.com/node/21530172) 
”, September 24th). However, it is utterly false to claim that 
Ukraine’s politicians lack long-term vision and have resorted to 
“post-Soviet” behaviour. President Viktor Yanukovich has 
reiterated his long-term vision of European Union integration 
many times; under his leadership Ukraine has achieved concrete 
steps in that direction.

As you wrote, it makes economic sense for Ukraine to join the Russian-led customs union. But 
while we appreciate positive relations with our neighbour, we aim for a union with Europe 
precisely because of the values we share. Our partnership stems from a commitment to 
democracy and human rights as well as the mutual economic benefits that flow from unhindered 
trade and visa-free travel.

President Yanukovich has not turned to Europe because relations are souring with Russia, as you 
claim. It is rather that Russia has become more aggressive in pressuring Ukraine because of the 
president’s interest in the West.

Your article also uses the case of Yulia Tymoshenko to justify your claims of post-Soviet 
behaviour. Ms Tymoshenko is on trial for a criminal offence for a decision that has caused 
substantial economic damage to Ukraine. You did not mention that her arrest was the result of 
her own outrageous conduct. I should also note that Ms Tymoshenko has been treated fairly, her 
doctor has visited her upon her request, and her supporters have assembled and demonstrated 
as they would in any free and open society.



Volodymyr Khandogiy
Ambassador of Ukraine
London

Wisconsin and its unions

* SIR – Your article on new Republican governors accurately described reforms to public-
employee collective bargaining and the spending reductions taking place in states like Ohio and 
Wisconsin. However, you did not mention that our reforms are largely nullifying the negative 
effects that would be expected from large cuts in state aid (“The right’s brave swingers
(http://www.economist.com/node/21529053) ”, September 17th).

In Wisconsin, modest concessions from teachers towards the cost of their health insurance and 
pensions are allowing school districts to maintain services, avoid lay-offs, and in some cases 
reduce class sizes or property taxes, despite significant reductions in state spending. The 
Appleton School District, for instance, has been able to save $3.1m annually simply by switching 
insurance coverage from the high-cost union associated WEA Trust to another provider.

Under previous collective-bargaining agreements, realising these savings would have been 
impossible. Similar experiences across the state are putting school districts in the black that 
would have been in deficit even before reductions in state aid were approved.

Eric Bott
Policy director
Office of Representative Jeff Fitzgerald
Speaker of the Wisconsin State Assembly
Madison, Wisconsin

A teacher’s view

* SIR – Your article on electronic education had Stanford 
University’s Eric Hanushek rolling out the favourite trope that, 
“Studies show that the key to a child’s education is a good 
teacher” (“Flipping the classroom
(http://www.economist.com/node/21529062) ”, September 17th). 
This stunning insight from yet another academic who has never 
taught in a school is akin to claiming that the key to winning the 
Kentucky Derby is having a fast horse.

It is this kind of supposedly data-driven dribble that is being used as a bludgeon against 
teachers.

As a teacher who worked under the reform-minded, but controversial Michelle Rhee in one of the 
nation’s most challenged districts, I am fed up with armchair educators. Only when academics, 
politicians and pundits have taught in schools should they be allowed a platform as prominent as 
yours.

In the meantime, teachers should be thanked for doing the job that those with the loudest of 
opinions don’t have the guts to do themselves.

James Monack
Annapolis, Maryland

Duh! 

SIR – I was shocked to learn that Carol Bartz, who was ousted as Yahoo!’s boss, is apparently 
unaware that the nominative plural of doofus is not “doffuses”, but doofi (“The doofus factor
(http://www.economist.com/node/21529101) ”, September 17th). Frankly, it is little wonder that 
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Ms Bartz got the push. Like so many senior American businesspeople, the benefits of a classical 
education seem to have passed her by.

Jonathan Kent
Wadhurst, Sussex

* Letter appears online only
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Unmanned aerial warfare
Flight of the drones
Why the future of air power belongs to unmanned systems

ON SEPTEMBER 30th Anwar al-
Awlaki and several of his al-Qaeda 
colleagues stopped their pickup 
truck on a remote, dusty road deep 
inside Yemen’s interior. He can 
have had only a split second to 
realise what was about to happen. 
But the missile strike that killed al-
Qaeda’s most effective 
propagandist was no real surprise. 
It was just the latest example of 
the way America’s armed Predator 
and Reaper drones are changing 
the terms of combat with the country’s enemies, leaving them able to run but with nowhere to 
hide.

American officers, with their passion for acronyms, prefer not to call the machine that killed al-
Awlaki a drone. They have a point. In nature, drone bees are poor, useless things that produce 
no honey and have no sting. That hardly describes the remotely-piloted Predator MQ-1 or Reaper 
MQ-9 aircraft. Laden with sophisticated sensors and carrying Hellfire missiles and laser-guided 
bombs, they patrol the skies above Afghanistan, launch lethally accurate strikes against terrorists 
in the tribal areas of Pakistan, Yemen and Somalia and have helped NATO turn the tide against 
Muammar Qaddafi’s forces in Libya. Even calling them Unmanned Aerial Vehicles (UAVs) or 
Unmanned Aerial Systems (UAS) is slightly misleading. There may not be a man in the cockpit, 
but each Reaper, a bigger, deadlier version of the Predator, requires more than 180 people to 
keep it flying. A pilot is always at the controls (albeit from a base that might be 7,500 miles, or 
12,000km, away); and another officer operates its sensors and cameras.

Over the past decade UAS have become the counter-terrorism weapon of choice. Since 2005 
there has been a 1,200% increase in combat air patrols by UAVs. Hardly a month passes without 
claims that another al-Qaeda or Taliban leader has been taken out by drone-launched missiles. 
There are now more hours flown by America’s UAS than by its manned strike aircraft and more 
pilots are being trained to fly them than their manned equivalents. While taking a knife to other 
cherished defence programmes last year, the defence secretary, Robert Gates, went out of his 
way to exempt drones from future cuts.



Under Barack Obama, the 
frequency of drone strikes on 
terrorists in Pakistan’s tribal areas 
has risen tenfold, from one every 
40 days during George Bush’s 
presidency to one every four. John 
Brennan, Mr Obama’s counter-
terrorism chief, has made it clear 
that as America draws down its 
forces in Afghanistan over the next 
three years, there will be no let up 
in drone strikes, which, he claims, are partly responsible for al-Qaeda being “on the ropes”. The 
grim Reaper’s ability to loiter for up to 24 hours, minutely observe human activity from five miles 
above while transmitting “full motion video” to its controllers and strike with pinpoint accuracy 
has made it the essential weapon in America’s “long war”.

But does this mean that the future belongs to UAS? As military thoughts turn to the threat posed 
by more powerful potential adversaries than jihadist militants—a fast-emerging China, say, or a 
nuclear-tipped Iran—will their enthusiasm for unmanned aircraft continue unabated? Or will 
having a pilot in the cockpit making life and death decisions remain the least risky option for the 
majority of missions, as proponents of the late and wildly over-budget F-35 Joint Strike Fighter, 
due to enter service in 2016, claim? If the answer favours the drones, then the world may be just 
at the beginning of a genuine revolution in warfare. It would be a revolution dominated, at least 
at the start, by America, which accounts for the overwhelming majority of UAS. Other countries, 
though, such as Britain and Italy, have also been quick to deploy armed drones and Israel, in 
particular, has a thriving UAS industry, using drones in a wide variety of roles.

Drones come in many shapes and sizes. Although Predators and Reapers get most of the 
attention, they are only part of a large, diverse fleet of unmanned vehicles. What they have in 
common is that they offer a new dimension in intelligence, reconnaissance and surveillance—
knowing where the enemy is and what he is doing.

Some are big aircraft, such as the RQ-4A Global Hawk, a jet-engined, all-weather spy plane, 
equipped with advanced synthetic aperture radar, that costs more than an F-18 fighter, can 
survey 53,000 square miles of ground in a day and has flown from America to Australia without 
refuelling. Some are micro- or even (in the near future) nano-sized devices, which may imitate a 
bird or an insect, crawling inside a house or perching on a window ledge, to send back 
information. In between are a plethora of planes, ranging from hand-launched aircraft looking like 
big model aeroplanes designed to tell soldiers what is happening over the next hill to medium-
size catapult-launched aircraft, such as the RQ-7B Shadow that has probably covered more 
ground and spotted more combat targets than any other drone.

Inside the hive

Two years ago, the US Air Force published its thinking on UAS development, “Unmanned Aircraft 
Systems Flight Plan 2009-2047”. The most striking thing about this document was its vision of a 
networked family of UAS. Drones would be built around common airframes of differing size 
incorporating a modular, “open-architecture” approach so they could be as flexible as possible. 
The medium-sized successors to today’s Reaper would be able to do more things, from defending 
airspace against enemy intrusion to attacking enemy air defences—all tasks that the F-35 has 
been designed to undertake. The largest UAS would operate as airborne warning and control 
aircraft (AWACs), aerial refuelling tankers, strategic lift transports and long-range bombers. 
Controversially, the UAS Flight Plan assumes that the next generation of drones will have artificial 



intelligence giving them a high degree of operational autonomy including—if legal and ethical 
questions can be resolved—the ability to shoot to kill.

Some question whether artificial 
intelligence, which always seems 
just a few years away, will ever 
work well enough. But if the Air 
Force’s Flight Plan is right, it should 
be possible to overcome the 
technical problems. In 30 years it 
should be technically feasible to 
imbue drones with all the 
capabilities of manned aircraft as 
well as some extra powers of their 
own.

But just because something is 
possible does not necessarily make 
it desirable. When UAS first emerged, the accepted wisdom was that they would be most useful 
doing tasks deemed “dull, dirty, dangerous, difficult or different”.

Included in the “dull” and the “difficult” categories were surveillance missions requiring time and 
a degree of persistence that crews of manned aircraft could not provide. By maintaining what a 
former director of the Central Intelligence Agency described as an “unblinking stare” over a target 
for 18 hours the pilot (or pilots in shifts) can monitor patterns of activity on the ground and 
choose the best moment to fire missiles. A typical “dirty” task for a UAS would be flying in to 
observe or take samples after a chemical or biological attack. Missions too dangerous for manned 
aircraft include everything from probing enemy air defences to carrying out surveillance over 
territory where a shot-down pilot could be used as a hostage. In the “different” category is the 
multitude of tactical reconnaissance missions that small drones can carry out which would be 
beyond the scope of manned aircraft.

Along with persistence, UAS have other potential advantages over manned aircraft. Because they 
provide more detailed information about targets, their strikes are usually more accurate and 
cause fewer civilian casualties (the idea that drones are constantly blowing up Afghan weddings is 
wrong). They can be cheaper because, without the systems and space needed to keep aircrews 
safe, they are smaller. This is certainly true of the kind of UAS operated by the army to improve 
situational awareness, although there is a trend towards bigger, costlier aircraft. By freeing up 
space for fuel and by dispensing with a human crew subject to fatigue, UAS can also fly for much 
longer than conventional aircraft. For counter-insurgency or anti-terrorism missions, drones are 
easier to use discretely than manned aircraft because most of the team required to support them 
is far from the conflict zone. Nor do UAS have to be rotated in and out of a war zone like manned 
aircraft. Training UAS controllers, even those with no previous flying experience, costs less than a 
tenth as much as turning out a fast-jet pilot.

As China and other countries develop more accurate ballistic and cruise missiles, able to hit 
moving targets 1,000 miles away, America and its allies have become worried about the aircraft-
carriers they have relied upon as a principal means of projecting power since 1945. Those worries 
are not much helped by the carrier version of the F-35 which, without external fuel tanks, has a 
combat radius of only 680 miles. The US Navy’s response has been to propose what it calls the 
Unmanned Carrier-Launched Airborne Surveillance and Strike aircraft. It has already asked for 
financing and hopes—somewhat optimistically—that it will enter service by 2018. If a big, long-



range UAS can operate safely from a congested carrier flight deck at sea, that would go some 
way to allaying fears for the future of aircraft-carriers.

Another potential advantage for UAS is that future designs may be better able to survive in 
contested airspace than manned aircraft are. Without the need to accommodate crew, drones can 
be given strange radar-cheating stealthy shapes. They may also acquire “hyper-manoeuvrability”. 
Composite materials and advances in avionics allow the latest aircraft designs to pull g-forces, 
especially extreme lateral acceleration, that would be too much for a pilot to stand.

Not all the arguments favour UAS, though. Advocates of continuing investment in manned aircraft 
point out that current drones depend on two-way satellite communications. If the datalink is 
broken the remote pilot will lose direct control of the aircraft, which then has to rely on pre-
loaded software and GPS guidance. For routine missions that may be all right, but for missions 
requiring constant oversight, the vulnerability to electronic jamming or a direct attack on a 
communications satellite is an Achilles heel. Datalinks can also go down without help from an 
enemy.

A related problem afflicting today’s drones is the slight delay between the remote pilot sending an 
instruction to the aircraft and its response (known as latency). In contrast, a pilot in the cockpit 
can react instantly to a threat and take evasive action. Drones operating over Iraq, Afghanistan, 
Yemen and Somalia are fairly safe: the enemy is powerless to hurt them. But when Predators 
were first introduced in Bosnia, there was high rate of attrition because the Serbs had a large 
number of Soviet-era surface-to-air-missiles.

Another problem is that UAS have not been cleared to share civil airspace over America and 
Europe by air-traffic controllers. The Federal Aviation Authority began trials in 2010, but it will not 
be easy to dispel fears that if a pilot were temporarily to lose control of a UAS, it might smash 
into a passenger airliner in shared airspace.

There are fixes for most of these weaknesses. To reduce latency, small, solar- or laser-powered 
ultra-long-endurance drones can form a chain in the sky along which satellite signals can be 
bounced. But real resilience—and with it the huge growth in what drones could possibly do—
would require UAS to work with a lot more autonomy from their human operators. And that is 
controversial.

To reduce the workload on pilots, big UAS can already take off and land automatically. They can 
fly unaided to the target area and monitor much of what is happening on the ground without help 
from their controllers. At present, each drone has its own pilot. But the US Air Force plans to 
have a single pilot operating up to four drones at a time. And the aim is to go much further, with 
largely autonomous UAS programmed to make mission-critical decisions when flying in swarms to 
overwhelm enemy air defences. It may even be possible, according to military visionaries, to give 
drones a form of ethical reasoning, using artificial intelligence.

Civil-liberty advocacy groups have raised concerns about targeted killings by drones of suspected 
terrorists, especially in the case of al-Awlaki who was an American citizen. But so far, the use of 
drones has not fundamentally challenged the Geneva Convention-based Law of Armed Conflict. 
This requires that before an attack, any weapons system (whether manned or unmanned) must 
be able to verify that targets are legitimate military ones, take all reasonable precautions to 
minimise civilian harm and avoid disproportionate collateral damage.

As long as a UAS pilot can trust the data from remote sensors and networked information, he or 
she should be able to make a proper assessment based on the rules of engagement in the same 
way as the pilot of a manned aircraft. Indeed, because of the unique characteristics of UAS, he 
may be in a better position to do so. He should have more time to assess the situation 



accurately, will not be exhausted by the physical battering of flying a jet and will be less affected 
by the adrenalin rush of combat.

Automatic enemy deletion in progress

But what about the next step? Does it follow that an unmanned aircraft should be allowed to fire 
a weapon based entirely on its own data analysis?

The British Ministry of Defence suggests the answer is: perhaps. In a thoughtful document on the 
British approach to UAS earlier this year, the ministry’s Development, Concepts and Doctrine 
Centre argued that if the controlling system addressed the principles of the law on armed 
conflicts (military necessity, humanity, proportionality and the ability to distinguish between 
military targets and civilians) and if the rules of engagement were satisfied, then an armed strike 
would meet legal norms. However, it goes on to say that the software testing and certification of 
such a system would be expensive and difficult. And decisions about what is proportionate often 
require fine distinctions and sophisticated judgment. The authors conclude: “As technology 
matures and new capabilities appear, policymakers will need to be aware of the potential legal 
issues and take advice at a very early stage of any new system’s procurement cycle.”

David Deptula, a retired general who was until recently in charge of the US Air Force’s 
intelligence and surveillance operations agrees. He recently told Jane’s Defence Weekly: 
“Technologically, we can take [autonomy] pretty far, but it won’t be technology that is the 
limiting factor, it will be policy.” The Air Force’s chief scientist, Mark Maybury, points out that 
there will be an almost infinite combination of contingencies facing drones. Designing systems 
that ensure they respond in a safe and effective way may take a decade or more. Evangelists for 
drones concur that even when there is no longer “a man in the loop” piloting a UAS directly, it will 
still probably be necessary to have humans “on the loop” monitoring and intervening.

The ethical problems do not end there. There may be nothing in 
the laws of war saying combatants must be willing to put 
themselves in harm’s way, but some find creepy the idea of a UAS 
pilot stationed in Nevada driving home for supper with the family a 
few hours after surgically killing dozens of people in Pakistan. The 
peculiar detachment of drone warfare has given people close to 
the receiving end of drone attacks some success in depicting 
America’s use of them as the cowardly action of a bully sheltering 
behind superior technology. Looking farther ahead, there are fears 
that UAS and other robotised killing machines will so lower the 
political threshold for fighting that an essential element of 
restraint will be removed. Robert E. Lee said “it is well that war is 
so terrible, otherwise we would grow too fond of it.” Drones might 
make leaders fonder of war.

More mundane obstacles may also slow the rise of UAS. Peter Singer, director of the 21st Century 
Defence Initiative at the Brookings Institution, a think-tank in Washington, DC, says that at a 
time of falling defence spending, UAS procurement and development may lack allies against 
powerful and conservative constituencies. These include sceptical military bureaucrats, fast-jet 
pilots, and members of Congress fighting to preserve traditional weapons programmes and the 
jobs that go with them. But as Mr Singer concluded in a recent article in the Armed Forces 
Journal: “Tough budgetary environments, first generation limits and reliance on the ‘proven’ are 
often crucial barriers to change, but history also shows they can’t prevent the future from 
happening.” Two years ago, Mr Gates conceded that the F-35 would probably be the last manned 
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strike fighter. It may take longer than the visionaries think, but the pilot in the cockpit is already 
an endangered species.



World politics Business & finance Economics Science & technology Culture Blogs Debate & discuss Multimedia Print edition

Oct 8th 2011 | NEW YORK | from the print edition 

Health care
A new prescription for the poor
America is developing a two-tier health system, one for those with private 
insurance, the other for the less well-off

“IT’S time for Dancing with the 
Stars!”, a woman announces 
enthusiastically. At this New York 
health centre, wedged between 
housing projects to the east and 
Chinatown to the west, “dancing 
with the stars” means dancing with 
a physical therapist. An old man 
stands up with a nurse and begins 
a determined samba.

Comprehensive Care Management 
(CCM), which runs this centre, tries 
to keep old people active. To do so, 
explains Joseph Healy, the chief operating officer, is in the company’s best interest. The 
government pays CCM a capped rate for the care of its members. If someone gets sick, his health 
costs rise and the company’s margin shrinks. Mr Healy argues that the system is the best way to 
provide good care at a low cost. Increasingly others seem to agree.

Medicaid, America’s health programme for the poor, is in the process of being transformed. Over 
the next three years, New York will move its entire Medicaid population into “managed care”, 
paying companies a set rate to tend to the poor, rather than paying a fee for each service. New 
York is not alone. States from California to Mississippi are expanding managed care. It is the 
culmination of a steady shift in the way most poor Americans receive their health-care treatment.

Medicaid is America’s single biggest health programme. This year roughly one in five Americans 
will be covered by Medicaid for a month or more. It gobbles more federal and local money than 
any state programme, other than education. Costs will rise even more when Barack Obama’s 
health-care reform expands the programme by easing eligibility rules in 2014. Congress’s 
“supercommittee” is already considering cuts. However, there are more immediate pressures 
behind the present drive for change.

Enrolment in Medicaid jumped during the downturn, from 42.7m in December 2007 to 50.3m in 
June 2010. Mr Obama’s stimulus bill helped to pay for some of this, but that money has dried up. 
Faced with gaping deficits, some desperate governors slashed payments to hospitals and doctors, 
or refused to pay for trips to the dentist or oculist. But much the most important result has been 
structural: the expansion of managed care.



States have dabbled in managed care for decades. The trend 
accelerated in the 1990s, with the share of Medicaid patients 
under this form of care reaching 72% by 2009. Now, however, 
there is a strong push for the remainder. States that did not have 
managed care, such as Louisiana, are introducing it. Other states 
are extending it to people previously deemed off limits: California 
and New York, for example, are moving the elderly and disabled 
into that system of care. Texas is targeting more than 400,000 
Medicaid beneficiaries in the Rio Grande Valley. Local politicians 
had resisted the move, nervous that care might deteriorate. But 
the yawning deficit meant that they were overruled.

The result is a country with two distinct tiers of health care. Most Americans with private 
insurance are still horrified by thoughts of health-management organisations and prefer to pay 
fees for each medical service. For the poor, managed care is becoming the norm.

Advocates of managed care have high expectations. First, they hope that it will make costs more 
predictable. Second, they believe that the change will improve patients’ health. In managed care, 
a patient has a network of doctors and specialists. If the programme works properly, doctors can 
monitor all aspects of care, in contrast to the fragmented fee-for-service system. The contracts 
that states have with firms can set standards for quality. Texas, for instance, will cut 5% from a 
company’s payment if it does not meet what is required.

The next step is to integrate care for those eligible for both Medicaid and Medicare, the federal 
programme for the old. These “duals” account for almost 40% of Medicaid’s costs and just 15% 
of its population. “If managed care can really deliver better care than fee-for-service”, says Diane 
Rowland, chair of the commission that advises Congress on Medicaid, “this is the population that 
could prove it.”

But some, such as Norma Vescovo, are sceptical. As the head of the non-profit Independent 
Living Centre of Southern California (ILCSC), Ms Vescovo serves Medicaid patients with severe 
health problems. Over the years she has often sued California on policies that she thinks will hurt 
her vulnerable clients. On October 3rd her case moved to the Supreme Court.

The outcome of Douglas v Independent Living Centre will have profound implications for the 
future of Medicaid. Ms Vescovo’s suit concerns cuts to hospitals and doctors. But the case will 
also guide the course of managed care. If ILCSC and its co-plaintiffs win, private groups will 
continue to be able to challenge states on policies they think violate federal Medicaid law. Ms 
Vescovo, who argues that California’s payment cuts would eviscerate her clients’ access to 
services, worries that under managed care the disabled might not be able to see the specialists 
they need.

The question is how to supervise the experiments with managed care that are being carried out 
in various states. To date, Medicaid beneficiaries have been able to challenge the states in court. 
However, if the Supreme Court rules against ILCSC, that avenue will be closed. The Centres for 
Medicare and Medicaid Services (CMS) technically can intervene if states do not provide proper 
access to care. In reality, CMS has few tools to do so.

“I’m a big fan of managed care”, says Sara Rosenbaum, a professor at George Washington 
University, “but this transformation may happen with almost no federal oversight.” Medicaid 
beneficiaries are vulnerable, in worse health than Americans as a whole. Companies may struggle 
to cut costs and provide good care as well. If states do not draft their contracts properly, or fail to 
be vigilant in monitoring patients’ health, their experiment in managed care could be a disaster. 
On the other hand, if states are careful they could provide an answer to the question that has 
vexed America for years: how to provide good, cheap health care.
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A rather sunny view of a Californian jail

Imprisonment in California
From prison to jail
California has embarked on a reform that might keep more people out of prison

MIRED in fiscal crisis and usually deemed dysfunctional, 
California under Governor Jerry Brown has nonetheless 
surprised itself this year with one big reform. Starting this 
month, it has begun to send people newly convicted of crimes 
that are non-violent, non-sexual and non-serious, or “non3” in 
the jargon, to jails, which are run by county sheriffs (and are 
normally used as pre-sentencing holding pens), instead of 
prisons, run by the state. This is part of what Mr Brown calls 
“realignment”, a devolution from centralised to local power. 
But it goes further: these reforms amount to a rethinking of 
California’s, and America’s, disastrous three-decade run of 
“tough-on-crime” fallacies.

That legacy of locking up ever more people for more reasons 
and more time led to a prison-building boom in the 1980s 
(California now has 33, not counting “camps”), an explosion of 
inmate numbers in the 1990s and a corresponding increase in 
cost to taxpayers. Prison spending went from about 4% of the 
state budget in the mid-1980s to about 10% now; it exceeds 
university funding. Inside the prisons, this means inhumane 
overcrowding. A federal ruling, upheld by the Supreme Court 
in May, has found the conditions “cruel and unusual”, and 
requires California to release roughly 30,000 inmates in the 
next two years.

The realignment reforms could, at least in part, address all of 
these problems. That is because they do not merely shift the 
same number of inmates with the same problems and costs 
from one level of government to another. Rather, the new system assumes that counties will do 
differently and better what the state does badly.

This starts with recidivism. About two in three of the people California releases from prison end 
up right back in it. Usually, this is because they miss an appointment with their parole officer, fail 
a drug test or do something else that is stupid but trivial. Then they get readmitted to prison—in 
remote locations and at ruinous cost, with dental, medical and psychological exams each time—
for another stay. And so the revolving door keeps spinning.

In future, most inmates who get out of prison will no longer be on “parole” but on “probation”, 
which means they report to their county, not the state. After all, the counties also run drug-
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rehabilitation, housing and job-placement programmes that the probationers need to build new 
and cleaner lives. And this is the objective of a system that claims to be for “corrections and 
rehabilitation”.

If a probationer still gets into trouble, the county can now punish him in ways short of returning 
him to prison. This might mean more drug treatment or parenting classes, or home detention 
with a GPS monitor strapped around the ankle, or “flash incarceration” in jail for a few days. The 
idea, based on research and recent experience in states such as Texas and Hawaii, is that people 
change behaviour in response to swift and certain consequences, not necessarily severe ones.

Proponents believe crime, already relatively low, could decrease, as offenders who are not 
dangerous are kept out of prison, where they would be brutalised, and remain integrated in their 
communities. But opponents, mainly prosecutors and police chiefs, worry that the opposite is 
more likely. If offenders serve less time inside, whether in prison or jail, it must mean they spend 
more time on the streets. Crime could increase.

Besides, they fret, why assume that county jails will be any better than state prisons? They are 
hardly islands of harmony. The jail in Los Angeles County, America’s largest, is under federal 
investigation for brutality and venality by deputies and guards. Now jails will get more crowded to 
boot. And it is unclear whether the state will give counties enough money to do their new job 
properly.

As Dean Misczynski at the Public Policy Institute of California puts it, California is “on the verge of 
a vast experiment”. Will crime go up or down? What changes human behaviour? The other 49 
states will be paying close attention.
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Designed to get up a politician’s nose

Free trade and the yuan
One step forward, one back
As trade deals head towards approval, a backlash grows against China

THIS was supposed to be a good week for American trade 
policy. On October 3rd Barack Obama submitted three long-
stalled trade agreements to Congress for ratification. Republican 
and Democratic leaders promised speedy passage. If all goes as 
planned, the pacts with Colombia, Panama and South Korea 
could be ratified in time for a state visit on October 13th by Lee 
Myung-bak, the Korean president.

But that advance for trade was tempered by a revival of 
protectionism against China. Also on October 3rd the Senate 
voted by an overwhelming and bipartisan 79-19 to proceed with 
a bill that would punish China for keeping its currency artificially 
low. The legislation enables a company to demand an 
investigation of a country it thinks is using an undervalued 
currency for unfair trade advantage. If the government 
concludes that the currency is indeed “fundamentally 
misaligned”, countervailing duties could be imposed. China, predictably, has given warning of dire 
consequences if the bill becomes law; “waves of trade protectionism that would favour nobody”, 
declared Xinhua, a Chinese government-controlled news agency.

A similar bill in the House of Representatives has more than enough co-sponsors to guarantee 
passage, if it gets to a vote. However, Republican leaders in the House, who like free trade more 
than do their rank and file, are not inclined to act; John Boehner, the Republican speaker of the 
House, called the bill “pretty dangerous”. A similar bill passed the House last year, and versions 
of it have repeatedly made progress in the Senate, but none has yet reached a president’s desk 
for signing. Mr Obama has also kept his distance. Despite frequent tough talk, his Treasury 
department has, in its twice yearly currency reports, declined officially to label China a “currency 
manipulator”.

Congressional threats are a useful crowbar for extracting 
concessions. China first allowed its tightly controlled currency to 
rise in 2005 when the Senate was on the verge of passing a 
similar measure. The rise came to a halt in 2008 when the 
Chinese authorities sought to cushion exporters from the 
turbulence of global recession but resumed in 2010 just weeks 
before the House passed a bill (see chart). After rising 7%, the 
yuan again stopped appreciating in early August as the world 
economy threatened to come unglued and as investors fled the 
euro for the dollar, which rose sharply on a trade-weighted basis.
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There are reasons to believe that the yuan is not as obviously 
undervalued as it once was. Fiscal and monetary stimulus, which 
jolted domestic demand, has caused China’s current-account surplus to narrow dramatically, from 
10.1% of GDP in 2007 to a projected 2.9% this year, according to Nomura, a financial services 
group, which sees it almost disappearing by 2013. Nevertheless, the protectionist threat in 
America remains very much alive. America’s trade deficit with China continues to widen. Mitt 
Romney, the front-runner for the Republican presidential nomination, has said that on his first 
day in office he would order China to be designated a currency manipulator in preparation for 
imposing punitive duties.

Public hostility to free trade has risen, and has been matched by growing political truculence, 
notes the report of a task force of trade experts organised by the Council on Foreign Relations. 
Presidents have relied on their fast-track Trade Promotion Authority (TPA) to negotiate pacts that 
Congress can ratify or reject but not amend. But Congress has declined to grant the Oval Office 
TPA power since its expiration in 2007. The report says Mr Obama himself violated the spirit of 
the TPA by insisting on further concessions from Colombia, Panama and Korea, whose trade 
agreements were negotiated by George Bush in 2006-07. It could be years before free traders 
have another deal to celebrate.
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The primaries
The drawn-out primary calendar
Florida tries to jump the queue

OF ALL the primaries and caucuses the Republican party will hold next year to choose its 
candidate for president, explains Rick Scott, the governor of Florida, “none will have a greater 
impact on the selection of the nominee than our own.” That, at least, was the intention behind 
Florida’s decision to hold its primary on January 31st, over a month before the earliest date 
allowed under party rules. It has triggered similar moves in other states, undermining efforts by 
both parties to get the primaries off to a later start than last time, when Iowa held its caucuses 
on January 3rd. The emerging schedule favours better known candidates and diminishes the 
chances of plucky insurgents and late entrants (both Chris Christie, the governor of New Jersey, 
and Sarah Palin, a tea-party standard-bearer, announced this week that they would not be 
running).

For decades states have been moving their primaries earlier and earlier in election year in an 
effort to have more impact on the race. This trend has become so commonplace, it even has a 
name: frontloading. Whereas nominations used to remain up for grabs until June, they are 
sometimes now all but settled in February. This has led to complaints not only that the earliest 
races are beginning to impinge on the holiday season, but also that the calendar is becoming so 
compressed that the candidates are not getting a proper airing, leading to less seasoned 
nominees.

Both parties seem to agree that frontloading has got out of hand, which is why they both adopted 
similar rules on scheduling primaries this year. Only the four traditional early starters—Iowa, New 
Hampshire, Nevada and South Carolina—were permitted to hold contests in February. Other 
states were supposed to wait until March 6th at the earliest.

For the most part, the new rules have had the desired effect. Fifteen states have moved their 
primaries back. This year “Super Tuesday” will fall in March rather than February, and roughly 
half as many states will vote that day anyway. It is easy to imagine the nomination remaining 
undecided into April, says Sean Spicer of the Republican National Committee (RNC), which co-
ordinates the primary calendar and organises the convention at which the nominee is crowned.

Arizona and Michigan both bucked the rules slightly, setting their primaries for February 28th in a 
bid to get in ahead of the pack in early March. But it is Florida which has really snubbed the RNC, 
prompting the first four states to move their contests even earlier to preserve their prized 
prerogative. All seven, Mr Spicer insists, will suffer the prescribed penalty: losing half their 
delegates at the convention, which is to be held, embarrassingly enough, in Florida. Further 
punishments may yet be added. But officials in several of the offending states have suggested 
that the attention they will win from candidates and the media outweighs any penalties the RNC 
may choose to impose.
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All this has left the primary calendar oddly patchy and attenuated. There will be a flurry of 
activity in January, culminating in Florida’s vote. In spite of what Mr Scott says, it will probably 
not be decisive, although as the first big swing state to chime in, it could be predictive, argues 
Josh Putnam of Frontloading HQ, a website which tracks the primary schedule.

February, however, will be eerily quiet, allowing any momentum candidates may gain from 
surprisingly strong showings in the early states to dissipate. That is bad news for the likes of 
Michele Bachmann and Jon Huntsman, who are banking on early triumphs in Iowa and New 
Hampshire respectively to lift them into the top tier. A long war of attrition is likely to follow in 
March and April. That will favour the richest, most widely known and best organised candidates, 
namely Mitt Romney and Rick Perry.
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South Carolina
Hello, sunshine!
How not to sell a state that’s feeling the pinch

IT’S a great day in South Carolina, 
and if you don’t believe it, ask 
Governor Nikki Haley. On 
September 27th the governor 
ordered the 16 directors of cabinet 
agencies under her direct control to 
change the way their employees 
answer the telephone. So now 
when phoning, say, the 
Department of Alcohol and Other 
Drug Abuse Services or the 
Department of Employment and 
Workforce, callers are supposed to 
hear this cheery greeting: “It’s a great day in South Carolina. How may I help you?”

Ms Haley says the new greeting will boost the morale of state workers and help her to sell the 
state. “It’s part of who I am,” she declares. “As hokey as some people may think it is, I’m selling 
South Carolina as this great, new, positive state that everybody needs to look at.”

The blogosphere has been inundated with people mocking the new salutation and proposing 
alternative greetings. One suggestion: “It’s still better here than Mississippi. How can I help you?” 
Another was more explicit: “Thank you for calling South Carolina where unemployment is high, 
morale is low and political leaders are very busy wasting your resources. How may I direct your 
call?”

The irony is that nothing is particularly great in the Palmetto State at the moment. The 
unemployment rate stands at 11.1%, the fourth-highest in the country. State workers have not 
received cost-of-living increases in four years and no merit-based raises since 2001. Cuts to their 
pension plans are now being discussed. Health-insurance premiums for 410,000 public 
employees, retirees and family members are going up by 4.5% in January. Medicaid payment 
rates to physicians were cut across the board by 3% in April, which is expected to lead to 
reduced services for the poor and disabled in rural areas.

And so it goes on. This year the state’s public schools missed out on more than $144m in federal 
stimulus money earmarked for teachers because the governor and her education chief refused to 
apply for funds which would have mitigated teacher lay-offs. The money was then redistributed to 
the other 49 states which did want it. A new order has gone out that South Carolinians who do 
not possess a government-issued photo identification card—who tend to be black and poor— will 
no longer be able to vote.
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For a clincher, racial hostility seems to be alive and well. A white employee who recently left 
Santee-Cooper, a state-owned utility and one of the largest power providers in South Carolina, 
has filed a complaint with the Equal Employment Opportunity Commission alleging that in late 
2009 the man’s supervisor sent some employees a text message with an image of a gallows, 
from which hung a noose and a sign saying: “For Sale, Nigger Swing Set”. The complaint is under 
investigation.

Some state agencies have obediently begun complying with the governor’s sunny directive; 
others have apparently not yet got the message. Or are they perhaps indulging in some daring 
bureaucratic resistance?
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West Virginia’s governor’s election
The machine wins
Earl Ray Tomblin scraped a victory, but will need to scrape another next year

AT A get-out-the-vote rally in Charleston for Earl Ray Tomblin, the Democratic candidate for 
governor of West Virginia, several speakers took the stage. A former police chief with an easy, 
practised sense of humour ran the event; a former head of the state’s AFL-CIO gave a 
barnburner of a speech. Then came uncomfortable Mr Tomblin, who sped and mumbled his way 
through his speech, stepping on applause lines and occasionally strapping on a grin.

Then again, Mr Tomblin ran not as a dynamic, inspiring leader, but as a steady, experienced pol. 
He has served as acting governor since November 2010. Joe Manchin, his popular predecessor, 
was elected to the Senate when Robert Byrd died and the state constitution required Mr Tomblin, 
then president of the state Senate, to take his place. He has been a fixture in state politics since 
1974, when he was first elected to the legislature aged 22.

He racked up endorsements from newspapers, unions and chambers of commerce. And he is a 
Democrat, which in West Virginia still matters at the state level, if not nationally. West Virginia 
now votes for Republican presidents, but Democrats have a commanding lead in both state 
legislative chambers, and it has elected only two Republican governors since 1933.

Mr Tomblin’s opponent Bill Maloney, by contrast, never held elected office. He founded a 
successful drilling company, and ran as a “proven job creator”, “100% pro-life and pro-traditional 
marriage”. He railed against “career politicians in Charleston…[wasting] your tax dollars and 
[mismanaging] the state budget.” In other words, the campaign pitted a generic Republican 
against a machine Democrat. The machine did its job.

Democrats looking toward the 2012 elections may take heart from Mr Tomblin’s 50% to 47% 
victory. They should not. For one thing, West Virginia’s electorate is older and whiter than 
average. Barack Obama lost here by 13 percentage points in 2008 and there is no reason to think 
he will do any better next year. For another, Mr Tomblin demonstrated that the way to win as a 
Democrat in a conservative state where voters heartily disapprove of Mr Obama is to run, in 
effect, as a Republican. His signs promised lower taxes and he has introduced legislation to 
eliminate the state’s food tax, and vetoed fee rises by the state’s motor-vehicle department.

West Virginia is suing Mr Obama’s Environmental Protection Agency over mining regulations. Mr 
Tomblin believes “there are differences of opinion” on climate change—which by West Virginia 
standards makes him a raging greenie. Mr Manchin ran an advertisement during his senatorial 
campaign featuring himself shooting the cap-and-trade bill with a high-powered rifle; Mr Maloney 
has declared that “we are in a cooling cycle”.

West Virginia is doing rather well. It has an $814.7m rainy-day fund and its bond rating has been 
steadily increasing. Its income per-head is comparatively low, but so is its unemployment rate, 
and from 2007 to 2010 income levels even rose slightly. Its corporate-tax rate is falling and its 
business-tax collections are rising. Small wonder the steady hand appealed. But it may not be 
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long on the tiller. This election was just to fill the remainder of Mr Manchin’s term, which expires 
in January 2013. Mr Tomblin must run for re-election next year, with Mr Obama atop the ticket.
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The status of the unborn
A person already?
Mississippi’s voters prepare to decide when personhood begins

ONE evening in late September John Perkins, a veteran of the civil
-rights movement, attended a rally at a Baptist church in Jackson 
in support of what he called “a total justice issue”. But this aspect 
of justice had nothing to do with any of the issues ordinarily 
associated with the civil-rights movement. It was concerned with 
Amendment 26, a measure on Mississippi’s ballot this November 
that defines a person as being “every human being from the 
moment of fertilisation, cloning or the functional equivalent 
thereof”.

The reason for the measure is straightforward; its consequences 
less so. The Supreme Court, in its landmark Roe v Wade ruling in 
1973, held that the right of a woman to terminate her pregnancy 
in the first trimester was guaranteed by her constitutional right to 
privacy. But Harry Blackmun, the liberal justice who wrote the court’s majority opinion, noted 
that Henry Wade, the defendant, and others “argue that the fetus is a ‘person’ within the 
language and meaning of the Fourteenth Amendment…If this suggestion of personhood is 
established, [Jane Roe’s] case, of course, collapses, for the fetus’s right to life would be 
guaranteed specifically by the amendment.” In Blackmun’s view the constitution and judicial 
precedent failed to establish that personhood applied to the unborn. Mississippi is trying to fix 
that.

The measure is expected to pass. Mississippi is a conservative, religious state, and Brad Prewitt, 
the executive director of Personhood Mississippi, said that for most Mississippians, “this is a 
biblical issue.” The state already has a “trigger law” on the books, which would ban most 
abortions should the Supreme Court overturn Roe v Wade. And abortion providers in the state 
have to perform ultrasounds on all patients, giving them the chance to see the image before the 
procedure. Both the Republican and Democratic candidates for governor support the personhood 
measure, as does the attorney-general.

But what happens once the measure passes is unclear. Roe v Wade’s guarantee of first-trimester 
abortions remains in effect, and the constitution’s supremacy clause ensures that when state and 
federal laws are in conflict, federal law wins. So abortions would not immediately become illegal. 
But supporters are playing a longer game. Planned Parenthood and the ACLU sued 
(unsuccessfully) to prevent Amendment 26 from appearing on the ballot. If they sue once it 
becomes law, a series of lawsuits and appeals may well lead to the Supreme Court, whose 
political composition is far more favourable to anti-abortion activists than it was in 1973.
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And there are other consequences that do not enjoy the same constitutional protection as 
abortion. Cloning and embryonic stem-cell research would be banned in Mississippi, as could the 
“morning-after pill” and IUDs. Personhood supporters say the measure would not ban in-vitro 
fertilisation, but neither would it permit unused embryos to be destroyed. Precisely what doctors 
are supposed to do with these embryos is unclear.

Then there are unexpected issues. Would embryos be counted as people for the purposes of a 
census? Could a pregnant woman be charged with child abuse if she smokes, or be denied 
chemotherapy if it might hurt the fetus? From Mississippi’s tiny unborn people come strange legal 
questions.
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Lexington
The inkblot protests
A new generation takes to the barricades. They should pay more attention to the 
ballot box

IN TAHRIR SQUARE and Homs, 
Egyptians and Syrians have risked 
their lives to demand basic 
democratic freedoms. In Britain, 
that nation of shopkeepers, the 
young take to the streets to smash 
windows and steal trainers and 
television sets. Greeks are rioting 
because they can see their 
economic future being washed 
down the drain of the euro. And for 
the past few weeks in New York 
City many hundreds and 
sometimes thousands of young Americans have been marching, or camping out in Zuccotti Park 
in the financial district, to “Occupy Wall Street”, because they are demanding—well, what 
exactly?

To judge by the diversity of their slogans, placards and websites, you pays your money 
(metaphorically) and you takes your choice. But there is no mistaking the gist.

These people do not believe that the business of America should be business. A “Declaration of 
the Occupation of New York City” summons all those who feel “wronged by the corporate forces 
of the world”. Corporations “place profit over people”, “run our governments”, take bail-outs 
“with impunity”, poison the food supply, block green energy, “perpetuate colonialism at home 
and abroad”, muzzle the media and use student loans to “hold students hostage”. The protests 
have already spread to Los Angeles, Boston and Chicago, and were this week heading towards 
the nation’s capital. Explicitly invoking the spirit of Tahrir Square, the organisers of a rally 
planned for Freedom Plaza in Washington, DC, are demanding “just solutions to the crises we 
face”. In “creative acts of civil resistance” demonstrators will demand peace, freedom and 
“inherent rights”, including the inherent right “to grow edible natural food”.

It is easy to demand “just solutions”. But this is so far a movement without detailed policies. You 
might call them the Rorschach protests. Politicians and newspaper commentators stare at the 
inkblots and see what they want to see. If they see nothing very coherent, they offer suggestions 
of their own. For example, Nicholas Kristof in the New York Times, moving from the sublimely 
vague to the ridiculously precise, advises the Wall Street demonstrators to demand a financial-
transactions tax, the closing of the “carried interest” loophole and stricter capital requirements 
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(he suggests the Basel 3 standards) for big banks. Good luck with those catchy slogans, Comrade 
Kristof.

What the broader American left would love to see in the protests is a progressive counterpart to 
the conservatives’ tea-party movement. And why should that be so impossible? The tea parties, 
remember, also started with little more than a (strikingly ungrammatical) cry of pain. “This is 
America,” yelled Rick Santelli, a financial reporter, from the Chicago futures exchange in 2009. 
“How many of you people want to pay for your neighbour’s mortgage that has an extra bathroom 
and can’t pay their bills?”

Mr Santelli’s televised rant against bail-outs has gone down in history as the birth harangue of 
the tea-party movement, which went on in double-quick time to capture the Republican Party and 
yank the whole of American politics sharply to the right. Like the Occupy Wall Street crowd, the 
tea-partiers did not have much by way of detailed policy when they started. That lot wanted to 
bash big government and restore individual liberty. This lot wants to bash big business and 
restore social justice. So why can’t Occupy Wall Street become a tea-party movement for the 
other side, one that might jolt the Democrats out of their torpor, tug them left, and switch back 
on some of the electricity that Barack Obama generated when he was running for president?

One reason is that nothing sucks the energy out of a protest movement faster than winning 
power. And although Mr Obama still has his tax-the-rich moments, he knows he will not be re-
elected by lurching too far left. The man who could use a fresh wad of donations from Wall Street 
as 2012 approaches is not going to align himself with those who would tear it down. Nor they 
with him: to many of the demonstrators, all politicians, including Mr Obama, are “Republicrats”, 
each as rotten as the other.

You’ve had your revolution already

The other reason to doubt whether Occupy Wall Street will become a tea-party movement of the 
left is its fixation on protest. But Zuccotti Park is not Tahrir Square and America is not Egypt. It is 
not even France. In France street demos are tolerated, sometimes glorified, as a way to blow off 
steam and win the attention of deputies who neglect voters or forget their election promises.

America is different. It is, indeed, the sort of democracy that some people in Tahrir Square lost 
their lives asking for. With endless elections and permanent campaigns, it is exquisitely sensitive 
to voters’ wants. Its parties are bitterly polarised, so it is wrong to say that its politicians are all 
the same. It has its party machines, but groups that organise hard can use the primaries to prise 
them open. True, elections cost money; but Mr Obama proved that money soon flows to 
unknowns with momentum.

The tea-partiers grasped all this. They, too, took to the streets. Some strutted about in tricorn 
hats. But at the same time they learned their way around the machinery of elections and how to 
scare the bejesus out of any candidate they did not like.

The people behind Occupy Wall Street could follow suit if they wanted. Yes, they have every right 
to protest. Marches and sit-ins have played an honourable part in American history. The right of 
the people peaceably to assemble is enshrined in the first amendment. Nothing in the constitution 
says that you have to have a 12-point policy plan from McKinsey, or the permission of the New 
York police. If nothing else, these protests highlight the misery of millions during the present 
slump. But to bring about real change in a real democracy you also have to do real politics. It just 
takes work—and enough people who think like you.

Economist.com/blogs/lexington (http://www.economist.com/blogs/lexington) 
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Will Makled sing again?

Drugs in Venezuela
By the planeload
Hugo Chávez seems unperturbed by claims of official complicity in crime

OPPONENTS of Venezuela’s president, Hugo Chávez, are eagerly 
awaiting the trial of Walid Makled, a businessman extradited from 
Colombia five months ago. Before he was sent home to face drug-
trafficking charges, Mr Makled boasted that he had 15 Venezuelan 
generals, the interior minister’s brother and five pro-government 
legislators on his million-dollar monthly payroll. Described by a 
United States attorney as a “king among kingpins”, Mr Makled is 
wanted in New York for allegedly shipping tonnes of cocaine from 
Venezuela. As a prisoner of Mr Chávez’s security service, Mr 
Makled has now fallen silent. The trial, due to begin soon, may or 
may not offer more revelations.

The president says Mr Makled’s accusations form part of a plot by 
the United States to undermine him. Since he kicked out America’s Drug Enforcement 
Administration (DEA) in 2005, Mr Chávez’s government insists it is intercepting more drugs than 
before. But its own figures show a drop of almost half in the cocaine seized between 2005 and 
2010. The United Nations says that Venezuela is the source of more than half the cocaine seized 
at sea en route to Europe. American officials say that over 90% of aircraft carrying Colombian 
cocaine take off from Venezuela.

Venezuelan officials blame all this on geography, pointing out that their country lies next to 
Colombia, the world’s biggest cocaine producer. Tarek el Aissami, the interior minister, says that 
since the DEA left Venezuela has arrested and handed over to other countries 69 high-level 
traffickers, many to the United States. Nonetheless, the business continues to boom.

As in other transit countries, drug consumption and gang warfare are both increasing in 
Venezuela. But there is no equivalent of the drugs war raging in Mexico between the mobs and 
the state. Some experts suggest this is because the two have established a modus vivendi.

Mr Makled accused the armed forces of operating four or five drug flights a day from the 
Colombian border to Central America. The generals he named as his accomplices include the 
senior armed forces’ commander, the head of military intelligence and the director of the anti-
drugs office. Two were already on the US Treasury Department’s blacklist for allegedly colluding 
with Colombian guerrillas in drug-trafficking. This month a third general, also named by Mr 
Makled, joined them: Clíver Alcalá, head of the big garrison at Valencia. Venezuela dismissed this 
as “one more expression of the imperial and arrogant character” of the United States.

Suspicion of high-level government complicity in the drugs trade has deepened because of official 
confusion over an incident in August in which a light plane landed on a coastal road in the 
western state of Falcón. When found, it had more than a tonne of cocaine aboard. Its arrival was 
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followed by a shoot-out between state police and dozens of cops from the national detective 
corps, known as the CICPC.

The head of the Falcón police, who says his men answered an emergency call and were 
ambushed by the CICPC, was forced to resign. At first national officials said the seizure was an 
intelligence coup. After two weeks of contradictory official statements, Mr Chávez admitted the 
plane had taken off from the military airport in Caracas, the capital. The operation, he said, had 
been a “controlled delivery”, meaning agents had posed as traffickers to entrap the real criminals. 
But who are they?

Wilmer Flores, the head of the CICPC, insisted it was “one of the best drugs cases” the police had 
ever been involved in. A few weeks later Mr Flores was decorated—and then sacked, along with 
almost every other high-ranking member of his force. No explanation was given.

The only people arrested over the affair are five local policemen, three civilians (bystanders, say 
their lawyers) and a national-guard sergeant. The Venezuelan media have revealed that the 
Falcón police were indeed responding to an emergency call, and that none of the policemen 
arrested has a lifestyle which would suggest income from the drugs trade.

Meanwhile, none of the high-ranking officials named by Mr Makled is under investigation. The 
Venezuelan authorities now have two separate opportunities to display in court their commitment 
to curbing the drugs trade without fear or favour. They seem unlikely to take them.
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Universities in Latin America
The struggle to make the grade
If only more of the region’s higher-education institutions were like the University 
of São Paulo

LATIN AMERICA boasts some giant 
universities and a few venerable 
ones: the University of Buenos 
Aires (UBA) and the National 
Autonomous University of Mexico 
(UNAM) enroll several hundred 
thousand students apiece, while 
Lima’s San Marcos was founded in 
1551. Even so, the region is hardly 
synonymous with excellence in 
higher education. Research output 
is unimpressive, teaching 
techniques are old-fashioned and 
students drop out in droves. These failings matter. Faster economic growth is driving a big rise in 
demand for higher education in the region and a large crop of new universities. Now, at last, 
comes an effort to assess the quality of Latin American higher education.

On October 4th Quacquarelli Symonds, an education consultancy, 
published the first regional ranking of Latin American universities, 
combining measures of reputation, research output, academics’ 
qualifications and staff-student ratios. Of the 200 top universities, 
65 are in Brazil, 35 in Mexico, 25 apiece in Argentina and Chile 
and 20 in Colombia (see table for the top ten). The University of 
São Paulo (USP), the richest and biggest university in Brazil’s 
richest state, came top.

This week USP won another plaudit, becoming the only Latin 
American university to make it into the world’s top 200 
universities in another much-watched list, published by Times 
Higher Education, a British specialist weekly. USP ranked 178th 
this year (up from 232nd last year). Founded and supported by the government of São Paulo 
state, USP’s climb up the rankings has been helped by a big increase in private funding and in 
international collaborations and recognition. It also led the Latin American contingent in another 
list, this time compiled by Shanghai’s Jiao Tong University and released in August, ranking in the 
cluster between 101st and 150th. This list focuses on scientific research; USP is becoming a world 
leader in tropical medicine, parasitology and biofuels.



Nowhere else in Latin America can match USP. The other leaders in the region are a mix of old-
established public universities (the University of Chile, for example), Catholic institutions or 
secular non-profit places such as Bogotá’s University of the Andes and Monterrey’s Tecnológico.

University rankings miss hard-to-measure factors such as the quality of teaching and the campus 
atmosphere. They are biased towards bigger universities, which tend to be better known and to 
produce more research. (This may have helped Argentina’s UBA, whose glory days are in the 
past.) But what they do capture matters. In their different ways they try to identify beacons of 
excellence and innovation. When they agree, as with USP’s regional pre-eminence, it is worth 
taking note.

These regional rankings might also break down the insularity that has long been a mark of Latin 
American academia. “Across the region, good students are recruited to faculty at their own 
universities, rather than encouraged to leave and broaden their horizons,” says Jamil Salmi, a 
higher-education specialist at the World Bank. “And there’s a hostility to the very notion you 
might hire faculty from abroad.”

At many Latin American public universities students pay nothing, staff are unsackable, and the 
curriculum is old-fashioned and politicised. Good teaching and research are not rewarded with 
extra funding or promotions; institutions do not lose money if their students drop out. Except in 
Brazil many faculty members are part-timers without PhDs.

In the past three decades, governments have accepted a huge expansion of private provision, 
much of it by for-profit outfits. That has allowed them to expand higher education quickly without 
spending more, but before they decided what made a good university, says Francisco Marmolejo, 
a Mexican consultant on university administration. The result is that mechanisms to ensure 
quality are weak or nonexistent. Poor youngsters who attend the mainly awful state schools 
usually end up in these places, paying through the nose.

No country in the region has worked out satisfactorily how to share the cost of degrees between 
students and taxpayers. Chile’s government is currently suffering the consequences. Months of 
student protests against the exorbitant cost of for-profit universities have seen the popularity of 
the president, Sebastián Piñera, plunge. The country’s education system, from primary school to 
university, is probably the region’s best. But Chile also has one of world’s lowest levels of public 
funding for higher education, some of the longest degrees and no comprehensive system of 
student grants or subsidised loans. When a flat jobs market was added to this mix, it became 
combustible.

In Venezuela Hugo Chávez’s government has expanded higher education by forcing existing 
universities to accept a massive increase in student numbers, and by setting-up a giant new open
-access state institution, the “Bolivarian University”. This is supposed eventually to have around 
200 campuses. The result, says Mr Marmolejo, is a “time-bomb”. “Unprepared institutions; non-
existent infrastructure; 300 students in classrooms that used to hold 15. You end up with a 
system where hundreds of thousands of people have degrees that are totally worthless.”

If Latin America’s universities are to flourish their governance must be reformed, says Philip 
Altbach, director of the Centre for International Higher Education at Boston College in the United 
States. “In most countries the flagship public universities are simply too big to be managed,” he 
says. Creating a world-class modern university needs flexibility in hiring, promotion and pay 
rather than the rigid rules that are traditional in the region.

Stronger mechanisms to ensure quality and more equitable student financing would also make a 
big difference, says Andreas Schleicher of the OECD, an organisation of mainly rich countries. He 
is optimistic that USP’s growing pre-eminence could show the way for the entire region. “No one 
in the United States tries to figure out what a great university is; they just look at the Ivy 
League,” he says. “It’s very important to have great institutions: they define success.”
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Canada’s Senate
Half measure
Stephen Harper tries reform by stealth

IF REFORMING their appointed Senate were easy, Canadians would have done it long ago. They 
started arguing about its make-up and powers even before Canada became a self-governing 
dominion in 1867. But apart from adding seats for new provinces and territories and requiring 
senators to retire at 75, the upper house remains recognisably the same chamber created when 
Queen Victoria sat on the British throne. The lopsided distribution of the 105 seats reflects a 
Canada that no longer exists: the maritime provinces of Nova Scotia and New Brunswick each 
have 10 senators despite having much smaller populations than the four western provinces, 
which each have six.

Canadians have told pollsters for some time that they want the Senate to change. A majority 
supports term limits and the election of senators; about 30% (rising to 43% in Quebec) would 
like the upper house abolished. The stumbling block is a constitutional requirement that changes 
must be agreed not just by both houses of parliament but also by the legislatures of at least 
seven of the 10 provinces, representing at least half their total population. Prime ministers have 
learned from dismal experience—over French-speaking Quebec’s demand for special status—that 
reopening the constitution sets the stage for confrontation with provincial leaders and rarely leads 
to success.

So the prime minister, Stephen Harper, is trying to reform the Senate by stealth. Emboldened by 
winning a majority in the House of Commons in May after leading a Conservative minority 
government for five years, Mr Harper has unveiled a bill to limit Senate terms to nine years and 
to encourage the provinces to hold elections for senators. Officials argue, somewhat 
disingenuously, that this is not a constitutional measure since the governor-general, who as the 
representative of Queen Elizabeth in Canada acts as the head of state, will still technically appoint 
those whom the prime minister says have been elected.

The bill has sparked predictable criticism from provincial premiers, some of whom think they 
should be the voice of their provinces, rather than seeing that role played by more credible 
senators. Quebec’s premier, Jean Charest, has said he will ask the courts to declare the measure 
unconstitutional. The Liberal opposition, too, would prefer the status quo to a half-reformed body.

Other premiers, mainly from the west, think the changes do not go far enough. The largest 
opposition party, the New Democrats, wants the Senate abolished. A stronger upper house would 
be a recipe for American-style gridlock, they say. Less predictably, opposition has come from 
some of the 38 senators Mr Harper has named in recent years in order to create a Conservative 
majority in the upper house.

Countries as diverse as Australia and Switzerland function smoothly enough with an elected 
upper house. Mr Harper will doubtless secure parliamentary approval for his half-measure. While 
reopening the constitution is the honourable way to change the Senate, the prime minister’s 
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approach may be the only way to overcome the impasse over the upper house, concludes Donald 
Savoie, a constitutional scholar. Maybe so, but it will still fall short of creating the Triple-E Senate 
(“equal, elected and efficient”) that the prime minister has long said he favours.
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Road safety in Mexico
The lawless roads
How half of Mexico ended up without driving tests

SIX out of ten road deaths 
worldwide take place in just 12 
countries, one of which is Mexico. 
Dented doors and battered 
bumpers are backed up by official 
figures: every year some 24,000 
people lose their lives on Mexico’s 
potholed roads, almost double the 
number that die at the hands of its 
drug mafias. A further 600,000 are 
injured. The World Health 
Organisation reckons that, along 
with mountainous Peru and 
misgoverned Venezuela, Mexico has the most dangerous roads in Latin America.

In Mexico’s case the main problem is the drivers. Fourteen of Mexico’s 32 states, home to just 
over half the population, grant licences without setting a practical driving test. Three of those 14 
run compulsory courses which students pass merely by attending. Five others have multiple-
choice written exams, but they are not very hard. For example: “If on entering the vehicle we 
find the windscreen dirty”, one (incorrect) option is “to drive fast to clean it”. In six areas, 
including Mexico City, there is no compulsory training or test of any sort. Applicants in the capital 
need only pay 604 pesos ($45).

The lax regime is “incredible”, says Roy Rojas of the Pan-American Health Organisation (PAHO), a 
UN agency, who compares the policy to giving out guns without carrying out checks. Almost all 
other Latin American countries require tests, he says.

Mexico was not always so freewheeling. Until the 1990s driving tests were near-universal, but it 
took unusual robustness of character to pass without paying a bribe. Rather than tackle 
corruption, some states simply abolished the test. Others followed suit in order to attract 
applicants (and income) from out-of-state residents.

The disregard for road safety goes wider. The ring roads that roar around Mexico’s big cities have 
speed limits of up to 80kph. By contrast in Costa Rica the urban speed limit is 40kph. Drivers are 
slack about seat belts and child-seats are rarer still. A PAHO study in 2008 estimated that on 
Thursday, Friday and Saturday nights in Mexico City a total of 200,000 people drove while drunk.

A breathalyser blitz has helped to reduce drink-driving, says Luis Genaro Vásquez, the city’s 
deputy attorney-general. The new menace is texting, which is not yet banned. (Talking on the 
phone is, though enforcement is weak.) Since 2004 the city has denied bail to those arrested for 
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drink-driving or hit-and-run accidents, following a case in which an American banker escaped jail 
despite drunkenly mowing down five policemen. But some states have yet to set a blood-alcohol 
limit, Mr Rojas says.

Given the right training, Mexico’s drivers are as safe as any other country’s. An American study 
found that Mexican truckers had fewer accidents in the United States than their American 
counterparts. That might be because Mexican hauliers, along with taxi-drivers and other 
professionals, have to sit a driving test. Until testing becomes universal, Mexico’s roads will 
remain lethal.
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Politics in Myanmar
A change to believe in?
Mounting evidence that the new government in Yangon is serious about reform

THESE days, very few countries 
dare to offend China, however rich 
and powerful they may be. Yet that 
is exactly what one of the world’s 
poorest countries did on September 
30th. The government of Myanmar 
said it was suspending the 
construction of an enormous $3.6 
billion Chinese-backed dam on the 
River Irrawaddy in the north of the 
country.

It was an audacious decision. China 
is Myanmar’s closest strategic ally, 
nearest neighbour and biggest investor. Yet the Chinese, who had expected to receive almost all 
the hydroelectric power generated by the Myitsone dam, were not told in advance. Indeed, they 
were not even consulted. Lu Qizhou, the head of China Power Investment, which was the lead 
company on the dam, confessed afterwards that he had only learned of Myanmar’s decision 
through media reports and that he was “totally astonished”.

There could be no stronger signal that Myanmar’s new quasi-civilian government is determined to 
do things differently, and is willing to take risks in doing so. There had been strong opposition to 
the dam from environmentalists and local Kachin people (thousands of whom were being 
displaced to make way for it) as well as from Aung San Suu Kyi, the de facto leader of the 
opposition, and her supporters. The previous military government of Than Shwe, which started 
the project five years ago, would surely have ploughed on regardless. But the new president, 
Thein Sein, who took over in March, said that he had decided that the dam was against the will of 
the people. The Chinese, apparently, will just have to lump it.

The move is particularly significant as it comes after a flurry of other conciliatory gestures that 
the government has been making towards opposition leaders over the past few months. Even 
sceptical and hard-nosed Western diplomats and analysts have been surprised by the pace of 
change. All in all, some observers feel that, for the first time in decades, Myanmar may at last be 
at a real point of transformation.

In August, Ms Suu Kyi, Nobel peace laureate and the leader of the banned opposition party, the 
National League for Democracy (NLD), was invited to several meetings with government 
ministers, including an unprecedented one with the new president himself. Having herself been 
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released from years of house arrest only in November 2010, she says that she is convinced that 
Thein Sein genuinely wants to move towards a more democratic system of government. The only 
question is how far he wants to go.

Other recent reforms also suggest that the government is moving in a new direction. Press 
censorship has been relaxed. Some previously blocked websites are now reachable and a few 
foreign journalists have been let in to the normally secretive country on official visas. At the end 
of September the government passed a law allowing the establishment of trade unions. The 
labour ministry consulted the International Labour Organisation (ILO) on the legislation to ensure 
that it was up to international standards. Allowing trade unions was a “momentous policy 
decision” commented Steve Marshall, the ILO’s official in Myanmar.

Even more momentous would be a release of political prisoners, 
especially those NLD members incarcerated after their party won 
the 1990 election, the results of which the government did not 
recognise. Diplomats in Yangon confirm that a release of some or 
all of the prisoners is now under consideration, and could even be 
imminent.

The release of prisoners has been one of Ms Suu Kyi’s main 
demands before she agrees to help normalise politics in Myanmar. 
Such a release would completely transform the political landscape. 
It might even lead to talks about the NLD’s joining the political 
process. The party was banned in 2010 when it refused to 
participate in what it had denounced as flawed national elections.

A political “normalisation” would put pressure on America and the 
European Union to start relaxing sanctions against Myanmar. They 
were imposed in the mid-1990s as a punishment for the regime’s 
assault on the NLD and its other opponents. The Myanmar government desperately wants them 
lifted, aware of how impoverished the country has become compared with the rest of the region. 
The nation’s leaders also may want the West to come back in order to balance the influence of 
China, which has had virtually free rein to exploit Myanmar’s vast natural resources. This was 
probably a factor in the Myitsone dam decision. The Chinese may be useful, but they are not 
universally popular in Myanmar.

After decades of heavy-handed military repression, many are still cautious about the 
government’s true intentions, remembering that until recently Thein Sein and his ilk were still in 
uniform. A priest living near the site of the dam, who campaigned against it for years, says that 
he had been losing hope until the announcement, but was now “rejoicing” at the news. But he 
adds that he and others are still “suspicious” of the government’s plans. After all, Myitsone is just 
one of seven dams planned for the upper Irrawaddy. Will the others be stopped, too? If not, the 
Myitsone dam decision could yet turn out to be less significant than it seems. As on many other 
issues, the president still has some way to go to demonstrate that his proposed changes are for 
real.
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Pakistan’s energy shortage
Lights out
Another threat to a fragile country’s stability

ALTHOUGH Pakistan makes 
international news for terrorist 
attacks, anti-American 
demonstrations and its alleged 
support for insurgents in 
Afghanistan, it is the basic inability 
to switch on a light that is pushing 
this volatile country closer to the 
edge. Popular anger over Pakistan’s 
crippling electricity shortage boiled 
over on to the streets this week, 
with riots that paralysed whole 
cities, unleashing running battles 
with the police and causing widespread damage to government offices (see picture above).

It is clear why the people were angry. In many of the towns in revolt, they have gone 20 hours a 
day without power in a still-sweltering Pakistan. What is more, the government of President Asif 
Zardari has done little as the energy crisis has grown, dithering over its strategy even as it cooks 
up schemes for new power plants to enrich its cronies. In the process, the government has 
squandered billions of dollars.

This week’s demonstrations were the most serious protests against the government since a 
movement in 2008 to reinstate a sacked chief justice. The opposition leader, Nawaz Sharif, whose 
political performance had been lacklustre at best, quickly embraced the protesters, quipping that 
the “Zardari network” was more dangerous to the country than the Haqqani network, an Afghan 
jihadist group based on Pakistani soil.

The energy deficit, in both electricity and gas, means that businesses have to shut for part of 
each week, forcing many to go bankrupt. Power shortages are estimated to slice some 3-4% off 
GDP. “The textile industry of Punjab is doomed,” says Shabbir Ahmed, chief executive of Bashir 
Printing, a textile dyeing and printing factory in Faisalabad, in Punjab province. His plant now 
shuts for two days a week for lack of gas. Even when there is gas, he says, the electricity is cut 
four times a day.

For ordinary people, the frustrations are endless. Refrigerators become useless. Water runs out 
because it relies on electrical pumps. Children do their homework by candlelight.

Insufficient capacity is not even the biggest problem. That is a $6 billion chain of debt, ultimately 
owed by the state, that is debilitating the entire energy sector. Power plants are owed money by 



About The Economist online About The Economist Media directory Staff books Career opportunities Contact us Subscribe [+] Site feedback

Copyright © The Economist Newspaper Limited 2011. All rights reserved. Advertising info Legal disclaimer Accessibility Privacy policy Terms of use Help

from the print edition | Asia 

the national grid and the grid in turn cannot get consumers (including the Pakistani government) 
to pay for the electricity they use. This week, the financial crunch meant that oil supply to the 
two biggest private power plants was halted, because the state-owned oil company had no cash 
to procure fuel.

The central government also continues to subsidise the cost of electricity to the tune of billions of 
dollars a year. That money, say the government’s critics, could be better used to pay its own bills 
and thereby free up unused capacity in power plants that are mothballed because of non-
payment and disrepair. Cutting subsidies to people’s electricity bills, however, could lead to even 
more unrest. Critics argue that the government’s hand-to-mouth policymaking is self-defeating, 
and illustrates its general lack of planning.

In the long term, help could be at hand. Pakistan says it is about to start work on a giant dam, 
the $12 billion Daimer-Basha, in the far north-east, with backing from the Asian Development 
Bank. The dam would add a large amount of generating capacity. America may provide aid for 
the project. (India, which believes that the dam lies in disputed territory, in part of the former 
princely state of Kashmir, is inevitably against the dam’s construction.)

There are also plans for a gas pipeline from Iran, though the Americans have warned that the 
scheme could fall foul of their sanctions against Iran. Alternatives include access to Pakistan’s 
abundant untapped coal reserves, or importing gas and electricity from central Asia, across 
Afghanistan, a daunting proposition.

However, it is the short term that is the real problem. Unless the Pakistani government can solve 
its cycle of debt and disorganisation, ordinary Pakistanis will continue to vent their fury.
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Radiation in Japan
Hot spots and blind spots
The mounting human costs of Japan’s nuclear disaster

CREST the hill into the village of Iitate, and the reading on a radiation dosimeter surges 
eightfold—even with the car windows shut. “Don’t worry, I’ve been coming here for months and 
I’m still alive,” chuckles Chohei Sato, chief of the village council, as he rolls down the window and 
inhales cheerfully. He pulls off the road, gets out of the car and buries the dosimeter in the grass. 
The reading doubles again.

Iitate is located 45km (28 miles) from the Fukushima Dai-ichi nuclear power plant hit by a 
tsunami on March 11th this year. In the mountains above the town, the forests are turning the 
colour of autumn. But their beauty is deceptive. Every time a gust of wind blows, Mr Sato says it 
shakes invisible particles of radioactive caesium off the trees and showers them over the village. 
Radiation levels in the hills are so high that villagers dare not go near them. Mr Sato cannot bury 
his father’s bones, which he keeps in an urn in his abandoned farmhouse, because of the dangers 
of going up the hill to the graveyard.

Iitate had the misfortune to be caught by a wind that carried radioactive particles (including 
plutonium) much farther than anybody initially expected after the nuclear disaster. Almost all the 
6,000 residents have been evacuated, albeit belatedly, because it took the government months 
to decide that some villages outside a 30km radius of the plant warranted special attention. Now 
it offers an extreme example of how difficult it will be to recover from the disaster.

That is mainly because of the enormous spread of radiation. 
Recently the government said it needed to clear about 2,419 
square kilometres of contaminated soil—an area larger than 
greater Tokyo—that received an annual radiation dose of at least 
five millisieverts, or over 0.5 microsieverts an hour. That covered 
an area far beyond the official 30km restriction zone (see map). 
Besides pressure- hosing urban areas, this would involve removing 
about 5cm of topsoil from local farms as well as all the dead 
leaves in caesium-laden forests.

However, Iitate’s experience suggests the government may be 
underestimating the task. Villagers have removed 5cm of topsoil 
from one patch of land, but because radioactive particles continue to blow from the surrounding 
trees, the level of radiation remains high—about one microsievert an hour—even if lower than in 
nearby areas. Without cutting down the forests, Mr Sato reckons there will be a permanent risk of 
contamination. So far, nobody has any idea where any contaminated soil will be dumped.
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The second problem is children’s health. On September 30th the government lifted an evacuation 
advisory warning to communities within a 20-30km radius of the plant. The aim was partly to 
show that the authorities were steadily bringing the crippled reactors under control.

But these areas are still riddled with radiation hot spots, including schools and public parks, which 
will need to be cleaned before public confidence is restored. Parents say they are particularly 
concerned about bringing their children back because the health effects of radiation on the young 
are so unclear. What is more, caesium particles tend to lurk in the grass, which means radiation 
is more of a risk at toddler height than for adults. In Iitate, Mihori Takahashi, a mother of two, 
“believes only half of what the doctors say” and says she never wants to bring her children back. 
That, in itself, may be a curse. “The revival of this town depends on the children returning,” says 
Mr Sato.

And even if people return, Mr Sato worries how they will make a living. These are farming 
villages, but it will take years to remove the stigma attached to food grown in Fukushima, he 
reckons. He is furious with Tokyo Electric Power, operator of the plant, for failing to acknowledge 
the long-term impacts of the disaster. He says it is a way of scrimping on compensation payouts.

One way to help overcome these problems would be to persuade people to accept relaxed safety 
standards. A government panel is due to propose lifting the advisory dose limit above one 
millisievert per year. This week in Tokyo, Wade Allison, a physics professor at Oxford University, 
argued that Japan’s dose limit could safely be raised to 100 millisieverts, based on current health 
statistics. Outside Mr Sato’s house, however, a reading of the equivalent of 150 millisieverts a 
year left your correspondent strangely reluctant to inhale.
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A super centenary Sun suit

Commemorating China’s 1911 revolution
From Sun to Mao to now
Uncomfortable comparisons for an authoritarian government

ONE hundred years ago on October 10th, a mutiny in the central 
Chinese city of Wuhan triggered the collapse of China’s last 
imperial dynasty. In Taiwan, which separated from the mainland 
in 1949 after a civil war and still claims to be the rightful heir of 
the republic founded in 1911, the anniversary will be celebrated 
with a parade, including a display of air power. But in China there 
are mixed feelings. The country is spending lavishly on festivities, 
too. But its ruling Communist Party is busily stifling debate about 
the revolutionaries’ dream of democracy, which has been realised 
on Taiwan but not on the mainland.

China and Taiwan have long disputed each others’ claims to be the 
heir of the 1911 revolution. Sun Yat-sen, regarded as the 
revolution’s leader, is officially revered on both sides of the Taiwan 
Strait. As usual around the time of the anniversary, a giant 
portrait of him was erected on October 1st in Tiananmen Square, 
opposite that of Mao Zedong (both wearing Sun suits, as they 
were known before their rebranding in Mao’s day). But the 
Communist Party’s efforts to play up the occasion have revealed 
its nervousness.

In late September, a film about the revolution, “1911”, starring Jackie Chan, a kung-fu actor from 
Hong Kong, was released. Officials trumpeted the movie but ticket sales have been lacklustre. 
The film carefully avoids dwelling on the sweeping political reforms initiated by the final imperial 
dynasty, the Qing, which precipitated its own overthrow. A popular television series, “Advance 
toward the Republic”, that focused on those reforms and was aired in 2003, was cut by censors 
before the series finished, and banned from rebroadcast. One scene showed Sun addressing 
politicians six years after the 1911 revolution with a lament that “only powerful people have 
liberty”. Echoes of China today were clearly too unsettling for the censors.

In the past year, officials have tried to stop discussion of the 1911 revolution straying into such 
realms. In November 2010 the Xiaoxiang Morning Herald, a newspaper in south China’s Hunan 
Province, got into trouble with the censors after publishing a supplement on the revolution. It 
quoted from a letter written by Vaclav Havel in 1975, when he was still a Czech dissident, to the 
country’s communist president, Gustav Husak: “history again demands to be heard”. The 
newspaper did not explain the context, which was Mr Havel’s lament about the Communist 
Party’s sanitisation of history. It did not need to. Its clear message was that the democratic 
demands of 1911 could not be repressed forever.
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In recent months, upheaval in the Arab world has made officials even more nervous. In April they 
banned a symposium on the revolution planned by students at several leading universities in 
Beijing. A website advertising the event said that it aimed to look not only at “inspirational 
revolutionary victories” but also at things “hidden deeper” concerning democracy.

Two weeks ago the authorities suddenly cancelled the world premier of an opera, “Dr Sun Yat-
sen”, which was due to be performed by a Hong Kong troupe at the National Centre for the 
Performing Arts close to Tiananmen Square in Beijing. “Logistical reasons” were cited, but Hong 
Kong media speculated that some of its content—including its portrayal of Sun’s love life—was 
deemed to be out of line.

But the authorities are not letting their political worries spoil a spending opportunity. In Wuhan, 
where the revolution began, they announced plans to splurge 20 billion yuan ($3.1 billion) on 
1911-related exhibitions and on a makeover for the city. The Manchu emperor abdicated in 
February 1912, ending over 2,000 years of dynastic rule. Officials in Wuhan, and elsewhere, have 
been keeping quiet about the orgy of violence against Manchus that accompanied the upheaval 
(see article (http://www.economist.com/node/21531525) ).

Some Chinese scholars say the revolution did little for China except to usher in chaotic 
warlordism, followed by authoritarian government. Such accusations have some merit. China did 
indeed slide into disarray, warlordism and insurrection after 1911. Any hopes of a democratic 
republic were overwhelmed by efforts to bring the country under control, which the Communist 
Party achieved in 1949. Li Zehou, a Chinese intellectual, has stirred debate in recent years by 
arguing that China should have given the Qing reforms more of a chance.

The Communist Party maintains that the 1911 revolution was justified, but finds itself in a 
quandary. Another star-studded film released earlier this year to mark its own 90th birthday 
stirred audiences in an unintended way. The film, covering the period from the revolution of 1911 
to the Communist Party’s founding in 1921, prompted numerous comments on Chinese internet 
forums about the lessons it offered for rebelling against bad government. Interesting idea.
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Will you choose Manchu too?

The last of the Manchus
Et tu, Manchu?
One hundred years on, only a few native speakers remain

A CENTURY ago it was the “national language” of a vast empire. 
Today Manchu mixes with cigarette smoke blown through the 
wrinkled lips of 86-year-old Zhao Lanfeng in Sanjiazi, a village in 
China’s north-east. The words she croaks in her thatch-roofed, 
mud-brick farmhouse are precious. Ms Zhao (pictured) calls 
herself one of only two fluent native speakers of Manchu left in the 
village, one of the last redoubts of a language that is verging on 
extinction.

Even in 1911, when the hated Manchu rulers of China’s last 
imperial Qing dynasty were overthrown, the language was national 
only in name. Manchus formed only about 2% of the country’s 
population at the time. Most people spoke Chinese, the language 
of the majority Han people who were conquered in 1644 by the 
Manchus, a collection of ethnic groups from the country’s 
borderlands in what was once known as Manchuria. Even the last 
Manchu emperor, Puyi (who was six when he abdicated), was far 
from fluent, despite the court’s dogged efforts to keep the 
language alive.

Hundreds if not thousands of Manchu civilians, many of whom lived in separate communities 
walled off from their Han neighbours, were massacred during the revolution by vengeful Han 
troops. Many more changed their names, clothing and other giveaway features of their ancestry 
to escape persecution. But in some remote rural areas Manchu ways held out longer. In Sanjiazi, 
descendants of the Manchu troops who settled the village during the Qing period outnumbered 
Han residents. Ms Zhao grew up speaking Manchu.

Hers was the last generation to do so. In 1979 there were 50 fluent speakers left. The two 
remaining (the other is also 86) sometimes chat to each other in Manchu. But Ms Zhao says the 
last time this happened was about four months ago. A few others in Sanjiazi speak a bit of 
Manchu. But in all of China, there are only a handful of people like Ms Zhao.

Few Chinese have any interest in learning the dying language of their one-time oppressors. Wu 
Yuanfeng, a government archivist, says 2m out of 10m Qing documents in the country’s 
collection are written in Manchu. Yet he estimates there are only about 30 scholars in China who 
are truly expert in the language. Knowledge of the language is kept up mainly by people like him 
who belong to the Xibo people from China’s far north-west. The Xibo language is very close to 
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Manchu, but Mr Wu says only about 20,000 speak it and their numbers are rapidly diminishing 
too.

About six years ago Sanjiazi set up the country’s first Manchu school. But Ms Zhao does not think 
this will make much difference. The Manchu teachers, she says, do not understand her Manchu. A 
big sign outside the village proclaims it as a “living fossil” of the language. Soon it might be a 
dead one.
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Banyan
The Mongolian sandwich
A tug of war between commercial logic and popular sentiment

COUNTRIES choose their friends 
but not their neighbours. Mongolia 
has just two, China and Russia. 
Both are huge; and both, at 
different periods in history, used to 
dominate it. Two decades after the 
collapse of the Soviet Union, 
Mongolia—once called the 16th 
Soviet republic—is enjoying the 
exercise of full sovereignty. And it 
is expecting a giddy few decades of 
spectacular growth fuelled by the 
exploitation of its mineral riches. 
Yet its biggest market is China, which would happily gobble up as much copper, coal, gold and 
other minerals as Mongolia can produce. And its only alternative route to other markets is 
through Russia. Its natural riches should buy it a new freedom of manoeuvre; but many 
Mongolians worry that they could lead to a new form of dependence, tantamount to commercial 
subjugation.

That is not the position of the government. Tsogtbaatar Damdin, state secretary in the foreign 
ministry, insists that Mongolia is “very happy” with its neighbours. His country is “the buffer and 
the filling that makes this sandwich very juicy”. Yet despite the colourful boosterism, Mongolia 
also has a “third neighbour” policy, of making friends with the rest of the world. This suggests 
that, in this instance, two are not enough.

Ordinary Mongolians, moreover, are less enthusiastic, especially about China and the Chinese. 
Even cosmopolitan liberals are unabashedly disdainful of their southern neighbours. Chinese 
workers, of whom many are needed to sustain a building frenzy in the capital Ulaanbaatar and 
the mines, live segregated lives or, says one ethnic-Chinese factory manager, are routinely 
beaten up on the streets, with no hope of recourse if they go to the police. Some Chinese 
restaurants pretend to be Korean.

The reasons for the animosity are not immediately obvious. Economic ties are flourishing and 
more than 2,000 Mongolians study in China. It is true that, under the ethnic-Manchu Qing 
dynasty, which fell in 1911, China ruled Mongolia cruelly. Many Chinese feel that Stalin cheated 
their country out of sovereignty over Mongolia. But China asserts no claim, and you could go back 
to Kublai Khan to argue that China was in fact part of Mongolia.
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Nearly twice as many Mongols live in China (5.8m) as in Mongolia (2.8m)—with some 4m of them 
in the Chinese border province of Inner Mongolia, where they make up about one in six of the 
population. But after a brief flurry of “pan-Mongolism” in the 1990s, nationalist passion in 
Mongolia about the perceived plight of their ethnic brethren under the Han-Chinese yoke seems 
largely doused. When protests erupted in Inner Mongolia after the death in May this year of an 
ethnic-Mongol herder—allegedly when he was run over by a coal-lorry driven by an ethnic-Han 
Chinese—the response in Mongolia itself was muted.

China has at times played the bully. In 2002, when the Dalai Lama visited Mongolia, where 
Lamaist Buddhism has revived after the Soviet collapse, China huffily closed the border. But more 
than memories of the past, it is fear of the future that feeds Mongolians’ worries about China. For 
a vast, poor and sparsely populated land, anxiety about a neighbour with over 450 times as 
many people and an economy that has been booming for three decades is perhaps inevitable. 
China buys over 80% of Mongolia’s exports and provides nearly half its imports.

The anxiety has been sharpened by the incipient mining boom. Besides hundreds of small mines 
being developed to satisfy Chinese demand, two huge projects will transform Mongolia. One, a 
copper-and-gold mine at Oyu Tolgoi (see article (http://www.economist.com/node/21531499) ) 
is expected to start production in 2013. At the other, Tavan Tolgoi, coal production is projected to 
expand from 16m tonnes a year to a staggering 240m tonnes by 2040. Both are in South Gobi 
province, which borders China. They will help meet the ravenous needs of China’s hectic 
urbanisation.

From Ulaanbaatar, situated to the north of the Gobi, it can easily look as if parts of the south are 
being integrated into China. Supplies for the projects pass across the border and the mines’ 
output will soon return. Ambitious plans are being aired to build new railways not just to nearby 
China, but into Russia or eastern Mongolia as well, whence there would be access to the markets 
of South Korea and Japan. Some economists argue this makes no sense, despite the fear of a 
loss of pricing power to a Chinese monopsony. Even the gauge of the railway is controversial—a 
narrow-gauge one to the south that would link seamlessly with China’s network is the obvious 
option, and the one that people working on the project say is being adopted. But the Soviet-built 
trans-Siberian railway is broad-gauge.

Relations with Russia have improved. An effort to revive Mongolian script to replace the Cyrillic 
alphabet imposed in the seven decades of Soviet domination petered out. Russia, or the Soviet 
Union, is credited with having preserved at least nominal Mongolian independence, when the 
country might have been absorbed by China. But suspicions linger. This summer Mongolia ran 
short of diesel because Russian imports dried up. The official reason was a shortage of domestic 
supply. Many Mongolians suspected a Chinese-style political squeeze.

Can good friends become good neighbours?

So the search for third neighbours is understandable. Mr Tsogtbaatar points out that the country 
with more Mongolian expatriates than any other is neither China nor Russia, but South Korea. 
Next comes America. A vigorous if family-dominated democracy and mineral treasure-chest, 
Mongolia is a strong Western ally, contributing troops to the wars in both Iraq and Afghanistan. A 
measure of its stature is that, by the middle of this week, Germany’s Angela Merkel was still due 
to desert Europe’s crisis for a visit on October 12th. It will go more smoothly now that German 
courts have freed a senior Mongolian official detained on kidnapping charges. Mongolia may still 
be short of neighbours, but the whole world wants to be its friend.
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Egypt’s future
The generals’ slow and unsteady march to 
democracy
Egypt is still on the right road but the generals are making heavy weather of it

THE last time Egypt’s army seized 
power, in 1952, it promised a swift 
return to civilian rule. Instead, 
Egyptians got six decades of 
autocracy, with generals manning 
the machinery of state behind a 
patchy sham of democracy. Even 
so most people were overjoyed last 
February when the generals, 
responding to weeks of massive 
protests, stepped out from behind 
their veil, fired the president-for-
life, Hosni Mubarak, sent his rubber
-stamp parliament packing and promised a swift transition to proper democracy.

Yet during the eight months since the revolution Egypt’s new rulers have steadily lost goodwill. 
With the economy stalled and the political horizon still blurred, many Egyptians now suspect the 
army of dragging its boots. They wonder how committed the soldiers really are to their promise 
of surrendering power to an elected civilian government. One coalition of youth groups proposes 
yet another rally in a long series of giant Friday demonstrations in Cairo’s Tahrir Square, this time 
under the banner “Thank you, now go back to your barracks.”

Some of the doubts may be overblown. The 24 senior officers who make up the Supreme Council 
of the Armed Forces (SCAF) have repeatedly reaffirmed their desire to exit the political stage. 
They meet civilian politicians often and have serially conceded to the demands of street 
protesters. Amid much haggling, and despite the near-impossibility of accommodating the 
demands of post-revolutionary Egypt’s scores of new fronts, parties and pressure groups, the 
SCAF has sketched out a rough path for a political transition.

Its current still-evolving plan is to hold an election to the lower house of parliament in three 
stages, starting at the end of November, followed by similarly staggered votes for the upper 
house, ending in March. The two houses would then choose a smaller body to write a new 
constitution, whose ratification by referendum would be followed by a presidential election, 
presumably some time late next year. Only then would the soldiers cede executive powers.

But as Egyptians look to Tunisia, whose revolution came a month earlier and whose leaders have 
charted a faster, simpler route to democracy, the SCAF’s chosen course seems painfully long and 
convoluted. Tunisians are due to go to the polls on October 23rd to vote for a temporary 
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assembly that will be charged both with appointing a government and with drafting a new 
constitution. They may end up enjoying democratic rule for a full year before Egypt begins to 
catch up.

Not surprisingly Egypt’s normally fractious politicians have united in complaint, about both the 
SCAF’s timetable and the peculiarly complex technicalities of the voting system it proposes. Some 
say the plans would permit the creeping return of Mr Mubarak’s people dressed in new clothing. 
Others suggest that the aim is to ensure the election of a weak, unwieldy parliament. In a step 
that would be unusual in any country, Egypt’s seven leading presidential hopefuls, who cross a 
spectrum from hardline Islamist to secular and liberal, have joined forces to demand that the 
timeline be drastically shortened. They even say they would prefer to elect a president before 
drafting a constitution.

Such noisy impatience must be tiresome to the generals, who are keen above all to project 
confidence and stability, and to ensure a protected place for the army and the sweeping 
privileges it has long had in Egypt. Yet the current mood of doubt is in many ways their own 
creation. Under their command Egypt has moved, in fits and starts, towards becoming a more 
open society, with fairer rules and more accountable institutions. But the generals have often 
acted only when prompted by shouting from the street, and then grudgingly, leaving the 
impression that their instincts remain stubbornly autocratic.

Despite sustained protest, the SCAF has insisted both on trying civilians before military courts 
and on applying the same harsh emergency laws that became notorious during Mr Mubarak’s 30-
year reign. Purges and trials have punished former civilian officials, but security officers 
responsible for decades of abuse have largely escaped serious censure. The military police have 
proved just as brutal as the ordinary police they were brought in to replace. Egypt’s press, 
though freer, remains subject to subtle and sometimes overt pressures to curb criticism: 
newspaper columnists have taken to leaving their spaces blank in protest at renewed censorship. 
Egypt’s large minority of Christian Copts continue to suffer sporadic attacks, with their 
persecutors going unpunished, just as they did under Mr Mubarak.

Nor has the generals’ ponderous guidance helped the economy. Egypt in June rejected an offer 
from the IMF of some $3 billion in low-interest finance, saying it would instead rely on local 
borrowing and aid from wealthy Gulf states. That aid has not materialised. With foreign-exchange 
reserves dropping by $1 billion a month, to some $24 billion now, and with the cost of local 
borrowing for the state rising sharply, Egypt may now go back to the IMF. The generals have also 
stalled on overhauling a ruinous subsidy regime that drains some 20% of the state budget, 
passing the inevitable political cost to future governments.

Most costly of all has been the absence of any clear political trajectory. Foreign investment, which 
topped $12 billion as recently as 2008, has more or less dried up. Court rulings overturning long-
concluded land sales or privatisation deals have spooked local investors. Military-style law and 
order is not the answer. Egypt needs a robust, accountable, elected civilian government, and the 
sooner the better.
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Ghalioun gets on board

Syria’s opposition
Getting its act together?
A promising new opposition front is emerging

SINCE Syria’s uprising began six months ago, many attempts 
have been made to build a broad opposition front, embracing 
dissidents inside and outside the country. The latest body, which 
calls itself the Syrian National Council and was unveiled in Turkey 
on October 2nd, is the most promising so far. It is a larger version 
of a council announced on September 15th. But it has drawn in a 
number of figures from a rival body, the Syrian Transitional 
Council, including its head, Burhan Ghalioun, a professor at the 
Sorbonne. The new council is likely to emerge as the main 
opposition. Governments hostile to the regime of President Bashar 
Assad may even consider recognising it as a government-in-
waiting.

The Syrian National Council is to have 230 seats, 210 to be filled 
as soon as possible, with another 20 left open for groups that 
have yet to reveal themselves. There will be 75 seats for members of the original council, 55 for 
members of the Local Co-ordinating Committees (the bodies that have been organising protests 
across Syria) and 20 each for the Muslim Brotherhood, for signatories of the Damascus 
Declaration of 2005, for independents and for Kurds. The Assyrians, a mainly Christian ethnic 
group whose people speak the language closest to Christ’s, will have a seat on the council’s 
secretariat.

The composition is meant to reflect a rough balance between internal and exiled dissidents, in a 
ratio of six to four. Many internal members are likely to withhold their names for self-protection. 
After all, 13,000 protesters are behind bars and 3,000-odd people have so far been killed.

The inclusion of Mr Ghalioun and signatories of the Damascus Declaration may allay fears that the 
council’s original membership was tilted towards Islamists, albeit of a mild variety. They included 
Anas Airout, a sheikh from the oil-refining city of Banias, who led protests there, plus a number 
of Muslim Brothers. The council lists among its ranks a number of well-known secular types: 
Omar Idlibi and Rami Nakhle, prominent campaigners for the Local Co-ordination Committees; 
Khaled Haj al-Saleh, whose brother, Yassin al-Saleh, is a respected writer; and Riad Seif, perhaps 
Syria’s best-known veteran dissident.

Members of the new council may jostle for position. Still, it seems more professional and better 
organised than previously heralded groups, such as Mr Ghalioun’s. The new outfit’s 29-strong 
secretariat will be an appointed body; an executive board of seven will provide a rotating 
presidency that should change every few months.
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The new council says Syrians of all sects must unite for a multiparty democracy. Its charter 
pledges to overthrow the regime rather than talk to it. This accords with the wishes of most 
protesters on the streets, who argue that the time for dialogue has passed. The new body also 
rejects foreign military intervention and insists that protests remain non-violent at a time when a 
growing number of Syrians seem to be taking up arms against the Assad regime, thereby lending 
credence to the regime’s repeated claim that the opposition consists merely of “armed gangs”.

With Russia and China blocking a pro-democracy resolution in the UN Security Council on October 
4th, the new lot is busily lobbying foreign governments. “We plan to open several representation 
offices,” says Ausama Monajed, a London-based member who hopes to set up an office in 
Washington, DC. Before the council expanded, he met Turkey’s prime minister and foreign 
minister, who are letting the council open an office in Ankara. The council hopes that, once its 
office there is up and running, governments in other countries may offer it similar privileges. 
There is growing talk of calling on neighbouring countries, especially Turkey, to create “safe 
havens” on Syria’s border, where defecting Syrian soldiers, among others, could seek refuge. But 
such ideas seem unlikely to bear fruit soon.

The council must go out of its way to reassure ethnic and religious minorities that the inclusion of 
the Muslim Brotherhood, whose membership is a capital offence in Syria, is not a threat to the 
country’s secular character. Bassma Kodmani, one of the council’s spokespersons, makes this 
point by not wearing a hijab. The council may also need to give more of a voice to Christians 
(10% of Syrians) and Alawites (another 10%, to which the Assad family and many generals 
belong), as well as to women. It will have to show that it is not in the pocket of Turkey’s mildly 
Islamist government. And nervousness may linger among secular-minded people that the Muslim 
Brothers will assert undue influence.
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Libya’s revolution
Messy politics, perky economics
While the politicians and soldiers dither, business begins to boom

THE revolution’s tricolour has replaced Muammar Qaddafi’s green 
flags. Hotels in Tripoli, the capital, are bursting with foreign 
businessmen. Every night young men toting AK-47s still gather in 
Martyrs’ Square, formerly Green Square, to let off a few 
celebratory rounds. Some locals worry that rebel roughnecks from 
the mountains may now occupy their city. But in general the mood 
on the street, six weeks after the colonel and his forces were sent 
packing, remains happy.

That is not true in Misrata, the country’s third-biggest city, three 
hours’ drive along the coast road to the east. Shelling by forces 
loyal to Colonel Qaddafi during the siege that lasted from March to May demolished much of the 
town. Real repairs have yet to begin. Misrata’s home-grown and battle-hardened anti-Qaddafi 
units are still fighting for Sirte and Bani Walid, the final towns still in the colonel’s hands. 
Misrata’s hospital is overrun with casualties. Locals are at last getting paid, but many are still 
homeless. Libyans from outside Misrata need special permission to enter the town unless they 
slip in with a foreign journalist. There are grumbles about the festive spirit in Tripoli. “We don’t 
want the country divided into cities that are celebrating and cities that are suffering,” says 
Mustafa Omar, a doctor in Misrata’s hospital.

Rifts in Libya’s anti-Qaddafi movement are plain. Mahmoud Jibril, who is in effect prime minister 
as head of the executive committee of the National Transitional Council (NTC), is a magnet for 
criticism. Many on the street complain that he was too often away from Libya during the war, 
whereas his admirers say that he succeeded in winning international support from key figures in 
the Gulf and elsewhere. Leading Libyan Islamists, such as Abdel Hakim Belhaj, whose forces 
stormed the colonel’s compound in Tripoli and now handle the city’s security, want Mr Jibril out. 
Ali Salabi, a cleric often seen on the popular pan-Arab Al Jazeera television channel, says the 
council’s executive committee is made up of “extreme secularists”. Misratis have proposed their 
own man, Rahman Swehli, as a replacement.

For his part, Mr Jibril is trying to compromise. In a long-awaited cabinet shuffle on October 3rd 
Salem Joha, a Misrati, got the defence post. Mr Jibril will remain prime minister and run foreign 
affairs. But he and Mustafa Abdel Jalil, the council’s avuncular chairman, promise to resign once 
Sirte is captured: at that point all of Libya’s land, sea and air borders will have come under the 
new authorities’ control. The resignations, if they materialise, are intended to reassure Libyans 
that the colonel’s regime is not simply being replaced by another dictatorship.

The battle for Sirte is not over, however. The colonel’s snipers and artillery are fiercely defending 
the town, as casualties mount on both sides. NATO aircraft cannot play much of a part since 
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Colonel Qaddafi’s men are using civilian buildings the Western alliance is loth to bomb. The final 
stage of the battle for Bani Walid, where one of the colonel’s sons, Saif, is said to be holed up, is 
likely to begin only after Sirte has fallen and Mr Jibril and Mr Abdel Jalil have resigned, leaving 
Libya’s new order again without well-known rulers.

This could result in a political vacuum and hinder Libya’s economic recovery. Foreign investors 
are circling but do not yet know with whom they can sign contracts. The British government has 
brought in a business delegation, including representatives from BP and Shell. John Jenkins, 
Britain’s envoy, speaks eagerly of opportunities but admits it is not clear who is running the 
show: “We need a government.”

Some say the Islamists are set to fill the vacuum. Few Libyans say openly that they back Mr 
Belhaj, but he is impressing people by clamping down on unregistered guns. His units control 
Tripoli’s Mitiga airport; he has refused to let American aircraft use it. It was reported recently that 
he has been getting a lot of arms from Qatar. The Islamists are better organised than their 
secular rivals and untainted by past links to Colonel Qaddafi, whereas only a year ago Mr Jibril 
was one of his ministers. Under the colonel, Mr Belhaj was tortured in Tripoli’s Abu Salim prison, 
apparently after the British and Americans had helped to get him repatriated when they were 
cosying up to the regime. “The Islamists hold most of the trump cards,” says Henry Smith of 
Control Risks, a consultancy.

Politics may be messy, but the economy is starting to bounce back. Oil production, now 350,000 
barrels a day (b/d), is reviving faster than expected. None of Libya’s main wells was badly 
damaged, says Nuri Berruien, the new chairman of the National Oil Company (NOC). That should 
rise to 1m b/d within four or five months, he says, reaching pre-war levels of 1.6m late next 
year. If, as he predicts, exports hit 400,000 b/d “within two weeks”, as the Sharara field in the 
south-west and others come back on stream, some $40m a day should soon accrue to the state. 
Italy’s Eni, France’s Total and the Arabian Gulf Oil Company, which is part of the NOC, are 
already producing again, and Libya’s biggest refinery, at Zawiya, is back in action.

Children are returning to school. Food markets and shops are flourishing. And wads of cash are 
piling up under the “temporary financial mechanism”, a fund set up by the Contact Group of 
governments (including Britain, France and several rich Gulf states, led by Qatar and the United 
Arab Emirates) to unfreeze and redirect assets held abroad by Colonel Qaddafi’s regime. The 
fund’s director, Mazin Ramadan, says there will be a “regionalisation” strategy to spread wealth 
across the country. “No one sitting in the Corinthia Hotel should decide whether a school in 
Ghadames needs the money,” he says, referring to the national council’s base in Tripoli and a 
town in the remote south-west where some guess the colonel is hiding.
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Kenya and piracy
Fetching them on the beaches
Tourist abductions from Kenyan resorts mark the expansion of Somali piracy

ON OCTOBER 1st a disabled French woman was dragged from her 
home on Kenya’s northern coast by pirates and taken by 
speedboat to Somalia. The kidnapping was even more shocking to 
residents and visitors than the killing of a British publisher and the 
kidnapping of his deaf wife, also by pirates, three weeks earlier. 
That attack took place at an isolated spot closer to the Somali 
border. But the French woman was snatched near the town of 
Lamu, a haven for foreign tourists.

The attacks are a blow to Kenya’s economy, which earns over 
$800m a year from tourism. Many of its half a million visitors come from Britain, so a headline in 
the Daily Mail, a British newspaper, was damaging: “Kenya is a treacherous place—and it’s 
getting worse”. The country had hoped for a record year. Not any more.

Growing numbers of tourists from China and elsewhere in Asia, together with the lure of a weak 
currency, could revive tourism next year. But the kidnappings highlight a longer-term problem: 
having a failed state as a neighbour. Kenya had turned its back on Somalia and hoped for the 
best. That is no longer enough. Its border is porous. The Kiunga post, just across from Ras 
Kamboni, a Somali town near the border, is undermanned. The mangrove swamps on the other 
side are home to training camps for the Shabab, a Somali militant group close to al-Qaeda that 
controls swathes of southern and central Somalia. Kenyan soldiers patrolling at the other end of 
the border have recently been snatched by them.

The French captive was apparently taken ashore at Ras Kamboni and driven to the southern 
Somali port of Kismayo, a Shabab stronghold. That raises suspicions that she is being used as a 
shield against American drone attacks on the Shabab, which have increased. Mediators have had 
trouble locating the British captive; she may have been sold to pirate gangs in central Somalia. If 
ransoms are paid, as they have been before, more kidnappings are likely. Payments for the 
release of ships nabbed off Somalia’s coast have risen from $100,000 to $2m-plus.

Many Kenyans accept that robust action is required. Yet cross-border military intervention is 
unlikely and would probably be counterproductive. In the meantime, the growing operational 
range of the pirates and their ties to jihadists mean that tourists may be at risk of capture ever 
farther down the coast.
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Malawi
Going the wrong way
Under an autocratic president, Malawi’s politics is getting a lot nastier

WHEN Robert Chasowa’s body was 
found in the grounds of the 
University of Malawi’s polytechnic 
campus on September 24th, police 
said the fourth-year mechanical-
engineering student had jumped to 
his death after leaving a suicide 
note. He had a gash to his head 
but no broken bones or ruptured 
internal organs. The purported 
suicide note, written in capital 
letters, bore no date or signature 
and got his father’s name wrong. 
As it happens, Mr Chasowa, a pro-democracy activist, was wanted by police for publishing details 
of alleged corruption in high places. This was no suicide, Malawians swiftly concluded, but a 
political assassination.

Until recently, this impoverished southern African country of 16m people, stretched out along the 
shores of Lake Malawi, was a darling of international donors. Since President Bingu wa Mutharika 
(pictured above) came to power in 2004, the economy has flourished, with growth averaging 
more than 7% a year. Thanks to generous fertiliser subsidies, tobacco production, the economy’s 
mainstay, has soared and a food deficit has turned into a surplus. Child mortality has been 
halved, the HIV/AIDS pandemic (affecting 11% of the adult population) is under control and 
Malawi is one of just four countries in sub-Saharan Africa deemed likely to meet most of the UN’s 
Millennium Development Goals by 2015.

But shortly after Mr Mutharika’s landslide election to a second five-year term in 2009, things 
started to go awry. With a majority of over two-thirds in parliament, the once widely admired 
president began to display a dictatorial streak, postponing local government elections due in 2010 
until 2014, enacting several unconstitutional laws, and intimidating many who dared to oppose 
him.

A law has been passed giving the police the right to search premises without a warrant. Another 
new law lets the president ban any publication deemed critical of the government. In July police 
shot dead 20 protesters who had demanded political and economic reforms; the police claimed 
they were looters. Government critics are subject to what Joyce Banda, Malawi’s vice-president 
(recently expelled by Mr Mutharika from the ruling party), has called a “reign of terror”. Critics of 
the president have listed arson attacks, death threats and physical assaults. Mr Chasowa’s 
alleged suicide is just the latest and most ominous incident.
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An already bad situation is aggravated by the country’s growing economic difficulties, which may 
also explain public demands for reform. In June the IMF criticised Malawi for failing to comply 
with conditions set for access to a $79m loan that had been previously agreed. This led Western 
donors, who normally give Malawi around $800m a year in aid, to suspend their budgetary 
support, which represents about a fifth of total government spending. That is a big blow to a 
country already short of foreign exchange thanks to a chronic balance of payments deficit.

Matters have been made worse by a recent slump in tobacco prices. Malawi is the world’s biggest 
exporter of burley, an air-dried tobacco used in cigarette blends. Some 80% of Malawians depend 
on tobacco for their livelihoods. It is the country’s second-biggest source of foreign currency after 
aid. When the price paid to farmers fell to 90 cents a kilo in 2006, lower than production costs, 
the government decided to introduce an annual minimum price. Invariably set unrealistically 
high, this caused production to soar, leading to a new price slump. This year a kilo of burley has 
been fetching only around $1 at auction, disregarding the official minimum of $1.76, which has 
swelled the ranks of Malawi’s malcontents.

The country still has a lot going for it. The land is fertile, the climate clement, water abundant. By 
and large, people can travel where they want and meet whom they want. The printed press still 
strives to criticise the government, the judiciary is independent, civil society is vibrant. But all 
these things are under threat. Talks arranged by the UN between civil-society leaders and the 
government after July’s deadly protests seem to be going nowhere. Pro-democracy campaigners, 
though weakened, are planning new protests. Mr Mutharika sounds ever more truculent and 
autocratic.

In a country as poor as Malawi, with average GDP per person of only $350, it is hard to keep up 
the momentum of mass protests. For most Malawians, getting a hot meal may be more pressing 
than political or economic reform. But Malawians are getting angrier. Fuel and medicine are 
running short. Electricity often cuts out. “The situation is really dire,” says a Western diplomat. 
“Anything could happen.”
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Greece’s woes
Debts, downturns and demonstrations
How much more can Greeks take?

THIS summer the euro zone’s 
endless sovereign-debt crisis took a 
more dangerous turn, as the 
markets turned their guns on the 
Spanish and Italian economies. 
Neither country is out of the 
woods—this week Moody’s, a 
ratings agency, downgraded Italy’s 
debt—but attention has returned to 
the country where it all began last 
year: Greece.

The Greeks won some breathing-
space this week, thanks to a last-
minute fudge over next year’s budget agreed with the European 
Union and IMF “troika”. Yet it could prove short-lived. If property-
owners fail to come up with at least €1.7 billion ($2.3 billion) in 
extra tax revenues by the end of the year, the budget deficit will 
rise above the new limit of 8.5% of GDP—already worse than the 
target set in last year’s bail-out agreement (see chart)—and derail 
next year’s projections. Evangelos Venizelos, the finance minister, 
speaks admiringly of the sacrifices Greeks have made, but warns 
that more is to come. His officials whisper that default is looming.

After merging this year’s missed budget targets with those of 
2012 “to correct slippage”, as he puts it, Mr Venizelos hopes to 
achieve a fiscal tightening of €7.1 billion next year, and to rack up a primary budget surplus (ie, 
before interest payments) of €3.2 billion. But debt-servicing costs would still leave an overall 
deficit of 6.8% of GDP. Total debt will rise to 172% of GDP.

George Papandreou, the prime minister, insists that Greece will meet its obligations. Others are 
more realistic. “It’s a myth that this amount of debt can ever be paid back in full, so we might as 
well get on with restructuring it,” says one Athens banker. That would mean forcing Greece’s 
biggest banks to merge, recapitalising them with funds from the EU and IMF and putting them 
under state control.

Even so, Greece’s chances of receiving the next slice of its loan from last year’s bail-out, worth 
€8 billion, and of staying afloat for a few more months have improved following the budget’s 
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approval, although the funds will now not be disbursed before November, later than scheduled 
(see article (http://www.economist.com/node/21531492) ). Beyond that, the outlook is cloudy, 
especially since euro-zone leaders are talking about rejigging Greece’s second bail-out package, 
agreed last July.

Mr Venizelos insists that Greece has enough cash to pay this month’s €1.5 billion bill for public-
sector wages and pensions. Greece does not have to repay much debt until December, giving the 
troika a one-off opportunity to enforce compliance with structural reforms. There is plenty of arm
-twisting to do.

Legislation to open up closed-shop professions, among them truckers, taxi-drivers, pharmacists 
and lawyers, needs fine-tuning. The unions, supported by former cabinet ministers, are fighting a 
proposal to replace collective wage agreements with company-level ones, a reform that would 
make it easier to fire workers. An overhaul of Greece’s corrupt and unwieldy tax administration 
has been delayed.

A general strike by Greece’s two main trade unions on October 5th went off peacefully (by Greek 
standards). This may be because many of the 30,000 public-sector workers facing dismissal are 
near retirement anyway. But renewed unrest is likely. The government has agreed to cut another 
120,000 public-sector jobs by 2014. In the meantime, civil servants face a fresh round of wage 
cuts. Higher-paid officials will lose 15-20% of their monthly salary, on top of an across-the-board 
20% reduction last year. “I’m back where I was a decade ago in terms of income but now I have 
a young family and a mortgage,” says a senior archaeologist at the culture ministry.

Fresh tax demands make things worse. In the next two months Greeks will have to pay a 
“solidarity” tax worth 2-5% of last year’s income, along with a new property tax. Most taxpayers 
have not yet forked out for an earlier property tax. Taxing property makes sense because of the 
widespread Greek tendency to understate income. More than two-thirds of Greeks own their 
homes, and a large chunk of earnings from the grey economy during the boom years of the early 
2000s was laundered through the construction of luxurious second homes.

For the first time, middle-class Greeks are worried about making ends meet. The unemployment 
rate is set to remain above 16%. The recession will continue; some analysts warn that the official 
forecast of a contraction in GDP this year of 5.5% will prove to be an underestimate. If next 
year’s projection of a 2.5% slump is right, Greece’s economy will have shrunk by a frightening 
14% over five years.

The Greeks are in low spirits. A survey by Epipsy, a research institute, found that 54% of 
respondents regularly feel depressed. Few believe that politicians can lead them out of the mess. 
Mr Papandreou’s approval rating has collapsed, along with that of his Panhellenic Socialist 
Movement (Pasok), but the opposition New Democracy party has been unable to pick up the 
slack. At the halfway point of Mr Papandreou’s term, almost half the electorate say a national-
unity government would make a better fist of reforms.

With the energetic Mr Venizelos also serving as his deputy prime minister, Mr Papandreou 
appears to have distanced himself from the day-to-day handling of Greece’s plight, although he 
speaks frequently to Angela Merkel, the German chancellor, and to Nicolas Sarkozy, the French 
president. Yet his party has stayed loyal; in spite of repeated rumblings of discontent among 
Pasok lawmakers, even the toughest measures have passed smoothly through parliament. Talk of 
an early election has subsided amid polls showing that neither of the two big parties would win a 
majority. Pasok deputies are likely to keep supporting Mr Papandreou; at least they will be able 
to hold on to their jobs for another two years.
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Greece and its region
Georgios no-mates
Why Greece struggles to get along with its neighbours

WITH its reputation inside the euro zone in shreds, one might 
expect Greece to seek some friends closer to home. Yet the 
country is no more popular with its neighbours than it is among 
thrifty Swabian housewives.

The most frustrating case is Macedonia, which has been embroiled 
in a row with Greece over its name since 1991. (The Greeks 
believe it implies territorial ambitions towards a northern Greek 
region of the same name.) With the spat frustrating their bids to 
join NATO and the European Union, the Macedonians have taken to such aggravating stunts as 
placing an outsized statue of Alexander the Great, a hero claimed by both sides, in the middle of 
Skopje, their capital. This has not softened Greek attitudes.

The partitioned island of Cyprus has long been a running sore in Greek relations with Turkey. 
Now the frozen conflict is showing worrying signs of thawing. The Cypriot government, backed by 
Greece, has asked an American company to begin offshore drilling for gas to the south of the 
island. This has infuriated Turkey, which says that Turkish-Cypriots must have a share of the 
spoils. The Turkish government has signed its own exploration deal with Turkish-controlled 
northern Cyprus, and dispatched a research vessel and several gunboats to the area. Separate 
rows between Greece and Turkey over tiny islets in the Aegean continue to fester.

The Greek government has somewhat friendlier links with its counterpart in Albania. Yet not all 
their citizens get along as well. Ethnic Albanians make up more than 60% of Greece’s 1m-strong 
immigrant population. Although their situation has improved in recent years many still suffer 
discrimination on the streets and in the workplace. Greek eyebrows are often raised when the 
children of Albanian immigrants, born and raised in the country, take part in Greek independence 
celebrations.

Greece can at least point to a relatively harmonious relationship with Bulgaria, to its north-east, 
although the presence of Slavic-speaking Bulgarian ethnic kin in northern Greece has not been 
friction-free. The poorest country in the EU, which has recently been racked by protests (see 
article (http://www.economist.com/node/21531502) ), is probably not the most useful of friends. 
But the Greeks do not have many other offers.
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Italian justice
Unbalanced scales
The Amanda Knox case highlights problems with Italy’s judicial system

AFTER Amanda Knox, an American student, had her appeal 
against a 26-year sentence for murder upheld on October 3rd, she 
returned to the jail near Perugia where she had spent almost four 
years to collect her belongings. With her was Rocco Girlanda, a 
local deputy and one of her most influential Italian supporters.

Many Americans believe that Ms Knox and her Italian former 
boyfriend, Raffaele Sollecito, were victims of a terrible miscarriage 
of justice. The case threatened relations between Ms Knox’s native 
Seattle and Perugia, where she was studying when her flatmate, a 
British student, Meredith Kercher, was found with her throat 
slashed. The two cities are twinned and Mr Girlanda was doubtless 
keen to restore their harmonious ties, which include substantial 
business interests.

But he is also a member of Silvio Berlusconi’s People of Freedom (PdL) party, whose members 
see the Knox case as evidence of what the prime minister has long argued are glaring defects in 
Italy’s judicial system. During the investigation, the media were drip-fed lurid details of the 
prosecution’s case. This was that Ms Knox and her boyfriend of six days had joined forces with a 
third person, a Côte d’Ivoire-born dope dealer, Rudy Guede, in an occult ritual and/or sex game 
(the detail changed as proceedings evolved), and that they murdered Ms Kercher when she 
declined to join in. Defence lawyers complained that, by the time of the trial, the six jurors were 
so steeped in this version of events that they were unable to see its implausibility.

Mr Berlusconi and his supporters have a point. The publication of only the prosecution’s evidence, 
illegally (through leaks) or legally (when the investigation ends), handicaps defendants. In the 
case of phone-tap transcripts it can violate the privacy of innocent parties who happen to speak 
to somebody under surveillance. Indeed, Ms Knox and Mr Sollecito were freed as parliament 
began discussing a bill (shepherded, coincidentally, by Mr Sollecito’s lawyer, Giulia Bongiorno) to 
restrict wiretaps and publication of transcripts.

Mr Berlusconi’s adversaries say he wants to use the bill to stop the publication of the details of 
investigations because they embarrass him (he accuses politically motivated prosecutors of 
leaking them to discomfit him). That would be unimportant were the bill clearly in the public 
interest. But Italian justice is painfully slow (the Perugia appeal required 20 days of hearings, yet 
they were strung out over 11 months). If too many restrictions are introduced, discoveries of 
wider significance made during criminal investigations could become known only long after they 
are relevant, if at all. A balance has to be struck.
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Ms Bongiorno, a prominent trial lawyer who was first elected for the PdL before she rebelled and 
left, seemed the ideal person to strike it. But on October 5th she gave up her role as the bill’s 
spokeswoman protesting at the government’s insistence on stiffening its terms. Her departure 
suggests that Mr Berlusconi’s latest stab at legal reform is more about undermining media 
freedom than about protecting civil liberties.
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Let battle commence

France’s Socialists
Generation game
The left prepares to choose a candidate for next year’s presidential election

FRANCE’S largely unreconstructed 
Socialist Party is not famed for bold 
modernity. Yet it is gambling on a 
novel experiment to select its 
candidate to take on Nicolas 
Sarkozy in next spring’s 
presidential election. In a two-
round primary, on October 9th and 
16th, anybody on the electoral 
register can turn up, pay one euro, 
sign up to the “values of the left” 
and vote. Gyms and school halls 
will be opened for the event. Three 
live televised debates have been 
held. Officials hope to draw over 1m voters; some dream of up to 4m.

This is a big turnaround. In the past Socialist bigwigs stitched up the candidacy behind closed 
doors, or limited voting to party members and told regional federations whom to back. This time, 
under pressure from a new generation keen to break the grip of Socialist barons, the party has 
agreed to open up the voting. It marks “a new democratic era”, says Olivier Ferrand, head of 
Terra Nova, a left-wing think-tank.

In May the race was blown wide open by the arrest in New York of Dominique Strauss-Kahn, then 
the IMF boss and the favourite to win the party nomination, on sexual-assault charges that were 
later dropped. In July one poll of left-wing sympathisers had the two front-runners neck-and 
neck: François Hollande, a schoolmasterly former party boss, and Martine Aubry, mayor of Lille 
and his successor as party leader. Mr Hollande has since secured a wide lead and, although the 
open primary makes the polls difficult to read, now seems the clear favourite. Ségolène Royal, 
the party’s defeated presidential candidate in 2007 (and Mr Hollande’s former partner), has 
struggled to make her mark this time. The two candidates who attract the most votes in the first 
round will square off in the second.

A showdown between Mr Hollande and Ms Aubry ought, perhaps, to have defined the primary 
campaign. Yet the debates have shown up their similarities. Both are longtime party apparatchiks 
and, like Ms Royal, graduates of the Ecole Nationale d’Administration, France’s elite civil-service 
college. Both back the government’s plan to reduce the budget deficit to below 3% of GDP by 
2013, reflecting a new fiscal realism in the face of the euro crisis.
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Both also urge fiscal integration within the euro zone, as well as the introduction of Eurobonds. 
Both have strong ties to Jacques Delors, grandfather of the euro: Mr Hollande was a one-time 
protégé, Ms Aubry is his daughter. Both are also maddeningly hard to pin down ideologically. The 
left-wing Ms Aubry is close to the moderate Mr Strauss-Kahn; the pair had a pact not to run 
against each other. Mr Hollande, who poses as a deficit-cutter, promises to create up to 60,000 
new teaching posts.

The real revelation of the primary has been the energetic clarity of two younger, less-known 
candidates: Arnaud Montebourg (aged 48) and Manuel Valls (49). This genial pair have enjoyed 
huge media exposure thanks to the debates. “We have both become much better known”, says 
Mr Valls, after signing copies of his latest book in Paris this week. He jokes that he is considered 
too young in France, but too old by his British counterparts in the Labour Party, which is led by a 
41-year-old.

The pair also neatly embody the stark choice that the French left has never really confronted: 
between a return to the old-style protectionism that Mr Montebourg calls deglobalisation, and a 
recognition that the debt crisis and globalisation have changed the rules, as Mr Valls urges. His 
refreshing call for the French to wake up, stop blaming others for their troubles and steel 
themselves for a budgetary effort comparable to that after the second world war has, he says, 
“changed the centre of gravity” of the debate. “My objective was to get the message out there,” 
he insists.

Mr Valls may be right, but the French do not seem ready to listen. Mr Montebourg’s promise of a 
golden tomorrow, which he makes with aplomb as part of a makeshift stand-up act in the street, 
is proving more seductive. The latest primary polls show him creeping up steadily—one has him 
overtaking Ms Royal. Mr Valls has become more popular among the French at large, but at the 
primary he looks set to win little more than 5% of the vote.
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Attack of the goons

Violence in Bulgaria
Out in the streets
Anti-Roma rioting spreads across the EU’s poorest country

GROWTH is slow and recession looms. The country’s attempt to 
join the European Union’s passport-free Schengen area has been 
slapped down by the Dutch and the Finns, who cite concerns 
about corruption (see Charlemagne
(http://www.economist.com/node/21531445) ). The fight against 
organised crime is weakening. Good news is in short supply in 
Bulgaria. With presidential and local elections due later this 
month, the last thing that Boyko Borisov, the prime minister, 
needed was a week of racially charged rioting.

Two weeks ago, Angel Petrov, a 19-year-old, was killed in an 
apparent hit-and-run incident in the village of Katunitsa. The 
driver of the car was an associate of Kiril Rashkov, a local Roma 
(gypsy) bigwig. Tsar Kiro, as he likes to be known, is a wealthy 
man with no obvious source of income. (He has been accused of 
running a moonshine operation, but was last charged with a crime 
back in the communist era.) Enraged villagers began protesting 
outside Mr Rashkov’s palatial residence. Things turned particularly nasty when they were joined 
by far-right football supporters from nearby Plovdiv, Bulgaria’s second city. The demonstrators 
torched the building, forcing local police to escort Mr Rashkov and his family to safety.

The protests spread to other cities, bringing young people on to the streets chanting slogans 
against Bulgaria’s Roma and Turkish minorities. They died down after Mr Rashkov was arrested 
(on suspicion of making death threats), but not before over 350 other arrests were made in 
Bulgaria’s worst disturbances for years.

Mr Borisov insists the riots were about criminality, not race. The inhabitants of Katunitsa say that 
their problem is with Mr Rashkov rather than the Roma in general. “We are powerless and the 
institutions are not helping us”, says one villager who travelled to the capital, Sofia, to join the 
demonstration. Other protesters seemed more angered by the culture of impunity around 
powerful figures like Mr Rashkov than motivated by ethnic hatred.

But Ataka (“Attack”), a far-right party that holds 21 seats in Bulgaria’s 240-seat parliament, 
spied an opportunity. Party members in black T-shirts bearing the slogan “I do not want to live in 
a gypsy country” distributed anti-Roma pamphlets at demonstrations held under the banner 
“Gypsy crime—a danger for the country”. Dimitar Bechev, of the Sofia office of the European 
Council on Foreign Relations, a think-tank, says that “if the boss in question hadn’t been Roma it 
would have caused local outrage, but not become a national issue.”
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Tackling corruption and organised crime was Mr Borisov’s main promise when he took office in 
2009. At first the former policeman, who likes to cultivate a strongman image, oversaw swift 
progress. A series of televised arrests put a stop to a spate of kidnappings. But local barons such 
as Mr Rashkov, only some of them Roma, remain in towns and villages across the country.

At a time of economic insecurity, patience in the EU’s poorest country is wearing thin. Despite the 
rigorous fiscal policies of Simeon Djankov, Bulgaria’s finance minister, growth forecasts for this 
year have been cut. The country’s woes are exacerbated by those in neighbouring Greece, a vital 
market for Bulgaria’s exports. A third of Bulgaria’s banks are Greek-owned.

Mr Borisov hopes that a big road-building programme will bring his party, Citizens for the 
European Development of Bulgaria, victory in this month’s elections. But although Bulgaria needs 
the infrastructure, opposition parties have been ridiculing the prime minister for cutting ribbons 
on new stretches of motorway when people are worried about jobs and crime. Volen Siderov, 
leader of Ataka, is campaigning with a simpler message. “I am your weapon,” he says. “Use it.”



World politics Business & finance Economics Science & technology Culture Blogs Debate & discuss Multimedia Print edition

United States Britain Europe Asia Americas Middle East & Africa

Oct 8th 2011 | MADRID | from the print edition 

Spanish politics
Rajoy’s burden
Spain’s probable next prime minister will have a tough job on his hands

ON SEPTEMBER 26th Spain’s parliament was dissolved, ahead of a general election on November 
20th. The next day King Juan Carlos signed only the second change to the constitution in its 33 
years—to fix a budget-deficit cap by 2020.

Two momentous days for Spain. But there was little excitement, perhaps because the election 
result already seems clear. Mariano Rajoy of the opposition conservative People’s Party (PP) is set 
to become presidente del gobierno, as Spaniards call their prime minister, ending nearly eight 
years of Socialist rule under José Luis Rodríguez Zapatero. Polls give Mr Rajoy a lead of up to 
15%, enough to give him an absolute majority in parliament, something Mr Zapatero never 
secured.

The scale of the task that Mr Rajoy will face is growing by the day. Spain’s unemployment rate of 
21% is by some way the highest in the European Union. The problem is getting worse: in 
September the number of registered unemployed took its biggest monthly leap for 15 years. 
Many of the new jobless are civil servants, including health workers and teachers, laid off by 
regional governments. Goldman Sachs predicts that the next prime minister will spend his first 
year in office presiding over a shrinking economy.

Mr Zapatero’s government, meanwhile, cancelled an attempt to ease the debt burden by selling 
part of the state lottery company, which runs the famous El Gordo (Fat One) payout at 
Christmas, saying that in the current climate it would not get a reasonable price. And the central 
bank has nationalised three more of Spain’s troubled cajas (savings banks), at near-zero 
valuations.

Mr Rajoy’s instincts are reformist, and an absolute majority would no doubt make his life easier. 
But Spain’s economic predicament creates its own restrictions. Mr Rajoy has pledged to meet 
Spain’s EU-agreed targets, which will force him to cut the budget deficit from 6% of GDP this 
year to 4.4% next year and 3% in 2013. He has reportedly held back from unveiling details of his 
policy programme until he knows whether Spain can afford them.

The plans that the PP has already proposed, including tax cuts for small and medium-sized 
businesses and a €3,000 ($4,000) subsidy to those hiring their first employee, are intended to 
create jobs. But whether a PP government will make the radical labour-market reforms needed 
depends in part on who becomes finance minister. Mr Rajoy is keeping this a secret, saying only 
that he will reach outside the party if need be.

The Socialists, who will be led into the election by Alfredo Pérez Rubalcaba, a former deputy 
prime minister, say that Mr Rajoy is running a “Valium campaign”, full of benign statements of 
intent but short on detail. He will avoid taking on Mr Rubalcaba in television debates, they 
believe, to stop the campaign turning into a contest over the future of the welfare state.
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But voters have had a chance to see PP politicians in action since the party’s victory in local and 
regional elections in May. PP-run regional governments are pushing through tough austerity 
programmes, with Castilla-La Mancha pledging to cut spending by 20% next year. The 
government in the Madrid region is fighting a fierce battle against secondary-school teachers, 
whose numbers are being reduced. Parents have received angry letters penned in staffrooms and 
handed to children. Teachers have gone on strike on five days of a school year that has barely 
begun. Health workers in Catalonia, where the PP props up a nationalist government, are also in 
revolt.

This tendency to provoke conflict, think some Socialists, may be a chink in the PP’s armour. It will 
not be enough to win them re-election in November. But some in the party are thinking of the 
next election, in 2015 or 2016. If Mr Rajoy cannot turn things around by then, they may be back.
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Solid on the soapbox but slipping in polls

Polish politics
Tusk and whiskers
Poland’s boring election campaign turns unexpectedly lively

CALM is exotic in Poland, where politics since 1989 has too 
often fallen on the bizarre side of lively. Donald Tusk’s Civic 
Platform (PO) won the 2007 election by promising 
competence and stability in place of the unpredictable 
government of Jaroslaw Kaczynski, then and now leader of 
the Law and Justice (PiS) party. Four smooth but cautious 
years followed, and after a dull election campaign, voters had 
seemed set to reward Mr Tusk on October 9th, making him 
Poland’s first serving prime minister to win re-election.

On the face of it, a PO victory was as deserved as it was 
certain. Poland is less indebted than Britain and boasts faster 
growth than Germany (it was the only European Union 
economy to avoid recession in 2009). Inward investment is 
strong, from software (Google) to Black Hawk helicopters 
(Sikorsky) via domestic appliances (Samsung) and tea 
(Twinings). The financial system, once criticised for 
stodginess, is solid. Poland is the biggest beneficiary of EU 
money for modernisation: €67 billion ($88 billion) in the 
seven years to 2013. New roads and other infrastructure projects are slowly dissolving an old 
image of shambolic backwardness.

But the soothing music has grown scratchy. The challenge to Mr Tusk comes from PiS, which 
blends patriotic conservatism and prickliness to foreigners with socially minded Catholicism. For 
most of the past 18 months it has posed little threat. It pandered to its core voters in a negative 
and tragic tone, hinting at foul play in the air crash in Russia in April 2010 that killed the 
president (Mr Kaczynski’s twin brother Lech), and 95 others.

But the PiS campaign has been surprisingly positive. It features a bevy of sassy women who 
contrast with Mr Tusk’s mainly grey, male and middle-aged cabinet. Mr Kaczynski sounds 
avuncular rather than divisive, stressing the need for decisiveness at a time of crisis. (Memories 
of his erratic decisions in power have faded.) Some old tunes remain: he lambasts the 
government for sleaze at home and defeatism abroad, saying that it has “hoisted the white flag 
of surrender” to Russia. He recently accused Angela Merkel, Germany’s chancellor, of wanting to 
“rebuild German imperial power”.

Founded to promote modernity and reform, PO now embodies the status quo. Critics detect abuse 
of power; fans point to Poland as a strong, successful and dependable partner (a first in the 
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country’s troubled history). But the party has failed to make the most of either its record or its 
impressive line-up. Mr Tusk has been unable to draw Mr Kaczynski into a live debate: the 
opposition leader prefers firing off grand statements at long range. Some recent opinion polls 
have PiS almost overhauling PO. That may boost turnout among those Poles who fear a return of 
what they recall as Mr Kaczynski’s vengeful and heavy-handed style of governing.

A narrow win would still be a blow for Mr Tusk, denting his reputation for invincibility and Mr 
Kaczynski’s for unelectability. Yet even if he came second, that would not necessarily cost the 
prime minister his job: he has several potential coalition partners whereas Mr Kaczynski has 
hardly any. The ex-communist Democratic Left is likely to win around a tenth of the vote and 
yearns to leave the political wilderness. The abrasive Mr Kaczynski (like his supporters) detests 
former communists. If the leftists purge their old-timers, Mr Tusk might choose them in place of 
his tiresome and greedy current coalition ally, the agrarian People’s Party.

Another possible partner is a one-man band led by an exuberant vodka tycoon, Janusz Palikot. He 
made his name as a basher of burdensome bureaucracy, an issue on which Mr Tusk’s government 
has made only slow progress: Poland is a mid-table laggard in the World Bank’s index of business
-friendliness. But his latest cause is anti-clericalism. He wants to end the Catholic church’s 
privileged status in schools and to liberalise laws on gay marriage and abortion. He also appeals 
to hard-up protest voters. His support is volatile, but he may squeak past the 5% threshold to 
enter the Sejm (parliament).

Having shirked tough reforms in the hope of staying popular, a weakened Mr Tusk may find the 
coming years harder going. Poland’s employment rate is low (especially among older workers). 
Tax breaks for farmers and early-retirement privileges for some public-sector workers favour 
entrenched lobbies; younger workers find opportunities scant and emigrate. The flow of EU 
grants over the 2014-20 budget period will be stingier. Fiscal policy, which splurged in past 
years, must now be tightened to preserve a legal limit on government debt. A weak zloty is 
stoking inflation. All this comes as the economy is sputtering, thanks in part to a slowdown in the 
euro zone. Poles may end up hankering for the dullness of Mr Tusk’s heyday.
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Charlemagne
Return to Maastricht
Twenty years on, the euro’s birthplace has become suspicious of Europe

THE old Dutch town of Maastricht 
thinks of itself as a most European 
city. Spanning the River Meuse at 
the junction of Europe’s Dutch, 
German and French-language 
zones, it is closer to Cologne and 
Brussels than to Amsterdam. 
Legend says that the double 
staircase of its town hall was made 
to give equal access to the two 
lords—the prince-bishops of Liège 
and the dukes of Brabant—who for 
centuries jointly ruled the city.

In modern times Maastricht is best known as the birthplace of the euro. The city gave its name to 
the European treaty that was negotiated there two decades ago, transforming the then European 
Economic Community into the European Union, and starting the process of creating a single 
currency.

Surrounded by grand 17th-century painted-leather wall coverings, the mayor of Maastricht, Onno 
Hoes, is grappling with a problem: how to mark the anniversary of a treaty that put his city on 
the map, when the euro could yet break up? Indeed, how to celebrate European integration when 
the Netherlands itself seems so disenchanted with it? “There won’t be fireworks” but there could 
be an exhibition, says Mr Hoes, a euro-supporter. Or maybe Maastricht could reunite the euro’s 
founders “to tell us what they think, now that they are free to talk.”

The signatures of Helmut Kohl, François Mitterrand and the other leaders of the time can be 
found scrawled in charcoal in the wine cellar at Château Neercanne, where they had lunch on 
December 9th 1991. One person who worked in the restaurant on the day mutters: “I’ve never 
agreed with the euro.” Indeed, over the years the Netherlands has moved from a cosy pro-EU 
consensus to a sceptical, even antagonistic stance. In Brussels these days it is the Dutch, not the 
troublesome British, who often block deals.

In 2005 Dutch voters confounded the elite by voting against the EU’s constitutional treaty in a 
referendum. During the euro crisis, the Netherlands has been tougher even than Germany in 
demanding austerity and rigid fiscal rules. The Dutch immigration minister (Gerd Leers, an ex-
mayor of Maastricht) is tightening migration policy, even for EU citizens, to the consternation of 
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the European Commission. Last month the Netherlands vetoed (with Finland) the accession of 
Romania and Bulgaria to the EU’s Schengen passport-free travel zone.

To some extent this hawkishness reflects the country’s dysfunctional politics. Support for 
traditional parties has fragmented. The liberal-led minority coalition of Mark Rutte, the prime 
minister, is propped up by Geert Wilders’s anti-immigrant Freedom Party. In turn, Mr Wilders’s 
brand of populism has been boosted by a poisonous culture war marked by the murder of two 
critics of Islamists: Pim Fortuyn, Mr Wilders’s forerunner, in 2002, and Theo van Gogh, a 
filmmaker, in 2004.

The anti-Muslim vitriol of Mr Wilders is now supplemented by anti-euro invective. “Not another 
cent to Greece,” he declares, calling variously for the Greeks to be ejected from the euro and for 
the Netherlands to create a “northern euro” with Germany. Mr Rutte is in a double bind. He relies 
on Mr Wilders’s support to stay in power, but he needs backing from the opposition Labour Party 
to preserve the euro against Mr Wilders.

All this plays awkwardly in Maastricht. The city lives on its European links. It is popular with short
-break holiday-makers and cross-border shoppers. Its university boasts a large European-studies 
programme and teaches principally in English; about half the students are non-Dutch. And yet 
the town, and its province of Limburg, are Mr Wilders’s heartland. His party topped the poll here 
in last year’s general election. Stranger still, Maastricht has little of the multicultural make-up 
that Mr Wilders rails against. Frans Timmermans, a Maastricht-born former European-affairs 
minister of the Labour Party, thinks that Limburgers are voting more for Mr Wilders’s anti-
establishment rage than for his specific policies.

Mr Timmermans finds several reasons for Dutch Euro-disillusionment: the transition of the 
Netherlands in the 1990s from a net recipient of EU funds into a big contributor; the eastward 
enlargement of the EU, which weakened Dutch influence; competition from cheap Polish labour; 
the abolition of border controls; and, more generally, EU-inspired liberalisation that is identified 
with globalisation. As a keen trading people, the Dutch may gain more than most from such 
openness. But to many citizens, says Mr Timmermans, “Europe seems to be an agent of 
insecurity. The benefits are invisible; the downside is very visible indeed.”

In one way, at least, Maastricht is responding to the undesired effect of openness. The mayor 
wants to ban the sale of cannabis, which he says is turning the city into a magnet for Europe’s 
dopeheads and Rotterdam’s drug-runners. Maastricht’s “coffee shops” have responded by 
restricting sales to Dutch, German and Belgian residents. The French, in particular, can go 
elsewhere.

More Europe (but not for us)

Dutch scepticism of Europe may be broader than it is deep. The European Commission’s polling 
finds that the Dutch are more likely than the Germans or the French to see the benefits of the 
EU. Few would give up the euro.

Yet if the euro zone needs more fiscal federalism to survive, politics seems to preclude a 
Maastricht-style leap towards integration. How to resolve this contradiction? The answer, says the 
Dutch government, is “more Europe”—but for others. Brussels must impose stricter fiscal rules on 
southerners, backed by the threat of expulsion from the euro. The virtuous Dutch would be 
unaffected. Yet this may prove a delusion. Weaker countries will not accept such terms without a 
bigger commitment of support from stronger ones. If the burghers of Maastricht want to keep the 
euro, they may, sooner or later, have to pay more.

Economist.com/blogs/charlemagne (http://www.economist.com/blogs/charlemagne) 
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Correction: Budget-deficit and debt chart

Our budget-deficit and debt chart in last week's euro briefing ("Is anyone in charge?
(http://www.economist.com/node/21530960) ") showed Austria's gross public debt as 102% of 
GDP. The correct figure is 74%. Sorry.
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The Tories
More Mr Nice Guy
David Cameron struggles to improve the economy—and his party’s image

THE Conservative Party, which 
gathered in Manchester for its 
annual conference this week, is 
facing two struggles. The long-term 
one concerns its image. The 
immediate battle is to revive the 
economy.

That urgent task now looks even 
tougher. Just hours before David 
Cameron gave his big conference 
speech on October 5th, growth in 
the first half of 2011 was revised 
down by the Office for National 
Statistics; responding to the gloom, the Bank of England announced a fresh round of quantitative 
easing on October 6th.

The government was counting on a speedy recovery from recession to help it fulfil its main 
purpose, which is to eliminate the structural fiscal deficit by 2015. That prospect looks 
increasingly uncertain. The stubbornly poor economic numbers vindicate calls for a slower pace of 
austerity, says the Labour opposition, led by Ed Miliband. Some on the Tory right also want a 
change of approach, though they favour tax cuts over an easing of the spending squeeze.

As an effort to perk up the nation, Mr Cameron’s speech went as far as bromides about British 
indefatigability can. Senior Tories worry that economic pessimism, of the kind that characterised 
the recent conference of the Liberal Democrats (their coalition partners), will sap confidence 
further. The prime minister had to balance honesty about the precarious economic situation with 
reassurance.

It was George Osborne, the chancellor of the exchequer, who bore the burden of substantively 
rejecting the case for fiscal loosening. His speech on October 3rd painted this as a high-risk, low-
reward strategy. Releasing “a few billion” pounds would be likelier to ruin Britain’s hard-won 
credibility with global financial markets, he argued, than to provide a meaningful fillip for the 
economy. He cited the country’s low rates of interest as the ultimate growth policy. Indeed, 
Tories insist that the biggest economic news of the week was the confirmation of Britain’s triple-A 
bond status by Standard & Poor’s on the day the chancellor spoke.

Mr Osborne has been in office for a year and a half. By a similar stage of Gordon Brown’s time at 
the Treasury, he had earned the nickname the “iron chancellor”. His fiscal discipline turned out to 



be flexible but, for better or worse, Mr Osborne’s seems adamantine. True, he announced some 
measures to boost growth: some cumbersome labour laws are to be cut away; “credit easing”, a 
so-far vague attempt to give business lending a nudge, is on the cards, too. But these, critics 
say, are piecemeal. Anything that would cost serious money, and disrupt his deficit-reduction 
plan, was ruled out. Tory tax-cutters left Manchester in glum mood.

For the time being, though, the pressure for change comes mainly from Labour. There is 
strikingly little doubt about the government’s austerity programme among Lib Dems, even in 
private. Internal Tory dissent lacks a powerful voice. The public mood is also one of grudging 
assent, if not exactly fervent support. And while each morsel of dismal economic news at home 
(especially climbing unemployment) wounds the government, debt crises elsewhere allow 
ministers to point to disasters averted.

By contrast, the second, long-term struggle facing the Conservatives—to improve their 
reputation—must be fought by them alone. Mr Cameron’s speech, perhaps his best to a Tory 
conference since he impressed enough to see off Mr Brown’s mooted snap election in 2007, 
showed an appetite for the fight.

One of the forgotten victims of the financial crash was the project to “modernise” the Tory party. 
It lost three elections because voters saw the party as selfish and malign. In the grating argot of 
his public-relations past, Mr Cameron was elected to “decontaminate” the brand. Green gestures, 
liberal noises on race and sexuality and a focus on public services and poverty all helped him to 
make progress.

But the crash disrupted all this. Mr Osborne had to swap his generous spending plans for 
austerity. Mr Cameron had to show competence ahead of niceness. The most persuasive 
explanation for the party’s failure to win last year’s election outright is that it hadn’t sufficiently 
softened its reputation.

With their eyes fixed on the next election, Tory modernisers want to finish what they started in 
2005, when Mr Cameron took over. How to convey compassion without spending cash is the 
conundrum for modern Conservatives—but Mr Cameron had a go. He said his schools policy (a 
mix of market-based ideas and tougher discipline) was better for poor children than “liberal-left” 
orthodoxy. He presented his welfare reforms as salvation not punishment for the chronically 
unemployed. He defended his decision to exempt not only health care but also foreign aid from 
cuts, and announced his support for gay marriage and easier adoption rules. The intervention in 
Libya was invoked as an act of moral, not just strategic, leadership. He wanted to show that Tory 
motives are high-minded, and that the coalition’s good works are not delegated to the Lib Dems.

Trust me, I’m a Tory

There are all sorts of quibbles to be raised against this renewed emphasis on niceness. No 
communications strategy is a match for cash when it comes to impressing voters. Some say that 
gestures on “soft” issues, such as the environment and gay rights, do nothing to move the 
electorate; the bread-and-butter of public services and incomes is all that counts.

Others say the Tories may do better to rely on their established 
strengths: their reputation for economic management and Mr 
Cameron’s prime-ministerial qualities. In both these key areas, 
they have reassuring leads (see chart). Elections are increasingly 
presidential: even if voters feel poorer at the next one than they 
did in 2010, they might not elect someone they presently find as 
unimpressive as Mr Miliband. The 1992 election, held in the 
aftermath of a recession yet still lost by Labour’s Neil Kinnock, 
may be a precedent.
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Mr Cameron is indeed his party’s ultimate asset. But he faces a tough assignment. A recent poll 
by YouGov for the IPPR, a think-tank, revealed that 42% of voters say they would “never” back 
the Conservatives, leaving them with the smallest pool of potential supporters of any major 
party. It isn’t surprising that Mr Cameron is trying to expand it—nor that he is fighting the battle 
for the moral high-ground as assiduously as he is struggling to fix the economy.
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Berezovsky v Abramovich
A little local difficulty
An oligarchs’ dispute is a feast for lawyers—and for Russia-watchers

PRIVACY from prying eyes is one reason so many of Russia’s 
wealthiest men enjoy life in London. But the £3.2 billion ($5 
billion) lawsuit between Boris Berezovsky (pictured right), Russia’s 
best-known political exile, and Roman Abramovich (below), a 
confidant of Vladimir Putin and owner of Chelsea football club, is 
exposing a world normally guarded by libel lawyers, bodyguards 
and high fences around imposing mansions. In 1990s Russia, the 
two were associates: just how close is one of the many wrangles 
in the case. Their enmity now is undisputed.

The High Court case, which opened on October 3rd, dates back to 
2000 when Mr Berezovsky rowed with Mr Putin and fled to London, 
losing much of his energy, media and mining empire in Russia in 
the process. He is thought now to be worth only a few hundred 
million pounds, whereas Mr Abramovich’s fortune is in the billions. 
In 2007 police detained and deported a man officials say was sent 
to shoot Mr Berezovsky, whom Russia wants to extradite to face 
fraud charges that he says are trumped-up.

The lawsuit itself started four years ago, when Mr Berezovsky was 
finally able to serve a writ on his adversary, pouncing on him in 
the Hermès shop in Sloane Street (a retail district popular with 
plutocrats), reportedly saying: “I’ve got a present for you.” The 
legal wrangles have been complex—and lucrative for lawyers—
already involving numerous appeals and consuming a great deal of 
court time. But the case turns on a simple question: did Mr Abramovich force Mr Berezovsky to 
sell his Russian assets at a low price?

Before resolving that, the court will have to decide what if any were the terms of the two men’s 
business relationship. Even the initial arguments are giving an eye-popping insight into Russia’s 
business climate. According to Jonathan Sumption QC, Mr Abramovich’s barrister (who is fighting 
probably his last case before becoming a top judge), his client paid Mr Berezovsky $2 billion 
between 1995 and 2002 for his role as a “political godfather”. This included picking up the bill for 
personal expenditure on an “exuberant scale”, such as “palaces in France; private yachts and 
aircraft, jewels for his girlfriend, valuable paintings at Sotheby’s and so on”.

Mr Sumption advised the judge, Mrs Justice Gloster, to consult Shakespeare as a guide to that 
era. “There was no rule of law,” he said. “Police were corrupt. The courts were unpredictable at 
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best …Nobody could go into business without access to political power. If you didn’t have political 
power yourself, you needed access to a godfather who did.”

Another interesting sidelight—on Russian tycoons’ relationship 
with Western banks—came in Mr Sumption’s account of how a 
$1.3 billion payment was made through a company controlled by 
an Arab princeling: an “artificial transaction” designed to satisfy 
money-laundering regulations, Mr Sumption said. Mr Berezovsky 
claims the payment was for his stake in Sibneft, an oil company; 
Mr Abramovich denies this. Mr Berezovsky also alleges that, at a 
meeting in Cap d’Antibes, Mr Abramovich threatened that if he did 
not sell his stake in ORT, Russia’s main television channel, it would 
be confiscated; Mr Sumption said that meeting never happened. 
Mr Berezovsky also says an oral agreement was struck in London’s 
Dorchester Hotel to put some other assets into a trust.

That may be hard to prove. But as in a nasty divorce, the parties 
seem willing to accept embarrassing disclosures about their own 
conduct in the hope of humiliating the other side more.

The case also highlights the big role of the English legal system in 
settling Russian commercial disputes. This includes arbitration 
cases in Stockholm, which are typically heard under English law 
and fought by English lawyers. Heidi Smith of Russian Paralegals, 
a start-up that supplies extra staff for law firms engaged in such cases, says that expertise and 
incorruptibility are two big draws. Oddly, the high cost may be an attraction of sorts too. Mr 
Abramovich reputedly has the largest yacht in the world. He may also boast one of the costliest 
lawyers. The case continues.
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The economy
QE plus
The recession was worse than once thought. How to spur the recovery?

NEW estimates of GDP released on October 5th rewrote the history of the downturn. The 
economy was stronger going into recession, fell much harder and started to recover sooner than 
had been previously thought, said the ONS. Figures for the first half of 2011 were revised down a 
notch, though the closely watched purchasing managers’ surveys suggest the economy perked up 
a bit in September.

Despite this rare piece of good news, the Bank of England’s monetary-policy committee 
announced a fresh round of quantitative easing (QE), the purchase of government bonds with 
central-bank money, after its monthly meeting on October 6th. The committee said the bank 
would buy a further £75 billion of bonds to add to the £200 billion of purchases it made in 2009-
10.

The renewal of QE might prove more effective if the bank bought bonds issued by companies and 
commercial banks, thus directly lowering their borrowing costs. But the committee is wary of the 
political risks of wading into private credit markets. The choices over whose bonds to buy, and 
the losses that might accrue, would take it beyond pure monetary policy into fiscal turf.

Such qualms explain why George Osborne, the chancellor of the exchequer, announced this week 
that the Treasury would soon initiate “credit easing” to avert a renewed credit crunch and to help 
small businesses. The policy will be fleshed out in the chancellor’s autumn statement next month; 
it is likely to have two prongs. The Treasury will stand ready to buy bonds issued by biggish firms 
should markets seize up. A second longer-term goal is to promote lending to small businesses by 
purchasing blocks of their debt, packaged into securities. If the Treasury were willing to buy such 
bonds, goes the thinking, it would create enough market liquidity to persuade others to hold 
them. That in turn would spur private outfits to lend and to create the securities.

The hope is that in time smallish companies can bypass ailing banks and raise money directly 
from investors. There are already some promising initiatives: consumer-facing firms, such as 
King of Shaves, have issued “mini-bonds” to customers; Funding Circle, an online service, 
matches savers with businesses in need of cash. BlueBay, an asset manager, is launching a fund 
to lend directly to midsized companies, mostly in Britain and Germany.

A shortage of credit in part explains why capital spending by private firms has been sluggish—
though official investment figures are prone to serial revision. The picture of the recent past has 
already been redrawn by changes to the way GDP is calculated and by information from tax 
returns. The latest figures show a peak-to-trough fall in GDP during the recession of 7.1%, 
revised from an earlier estimate of 6.4%. They also reveal that the economy was much deeper in 
recession before the fall of Lehman Brothers in September 2008. Recovery is now thought to 
have started a bit earlier: GDP was revised up by around half a percent in both 2009 and 2010.
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The hope is that another burst of QE will give the recovery a fillip. The Bank of England reckons 
the first dose lifted the economy by 1.5-2% . But unless other central banks (notably the Federal 
Reserve) join in, the effect on confidence will be limited. Indeed the main effect of QE-in-one-
country may be a weaker pound. And a cheap currency is little use when Britain’s export markets 
are struggling, too.
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Cuts at the BBC
Auntie’s razor
The BBC gives up trying to please everyone

SINCE it was founded in the 1920s, the BBC has grown and 
grown. Each week 96% of Britons watch one of its television 
programmes, listen to one of its radio shows or use one of its 
websites. The previous, Labour government enriched it, while 
charging it with colossal but vague tasks such as “sustaining 
citizenship and civil society”. But the BBC’s expansion is ending—
or, at least, pausing. On October 6th the corporation explained 
how it planned to cut its services. The plans reveal a change in the 
BBC’s strategy for survival.

Cuts must be made largely because the licence fee, a tax on 
television-watching households, is being frozen in nominal terms 
until at least 2017. The BBC must take over the running of the 
World Service, an international broadcaster currently paid for by 
the Foreign Office. The corporation reckons it must cut spending 
by at least 16% in real terms. About half the savings will come 
from moving out of its west London HQ and employing fewer 
managers: some 2,000 jobs will go. The rest will come out of programme budgets.

As surely as the purpose of the Walt Disney Corporation is to make money, the purpose of the 
BBC is to secure assent for the licence fee. Since almost everybody pays the fee, the corporation 
has tended to conclude that it should aim to please as many people as possible. For the past 10 
years or so, the BBC has tried to create popular shows while also relentlessly targeting groups 
that seemed to reject its embrace. Urban blacks got 1Xtra, a digital radio station. Asians got the 
Asian Network. The working-class young got BBC Three, a cheerfully tacky channel with shows 
such as “Snog, Marry, Avoid?”

The cost-cutting plans signal an end to this strategy. Although none of the targeted channels or 
radio stations are being abolished, they will suffer the deepest cuts. The Asian Network’s budget 
will be trimmed by one-third. BBC Three and BBC Four (a highbrow channel that runs 
documentaries about Russian cellists and the British electricity network) will be pruned especially 
stringently.

Indeed, the BBC seems to be retreating from the goal of reaching everyone. It plans to spend 
about 15% less on sport rights—the easiest way of corralling a broad audience. Its two big pop 
radio stations, Radio 1 and Radio 2, will be trimmed only slightly in overall terms. But, since a big 
proportion of their budget goes on song rights, they will have to pay producers and presenters 
much less.
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Yet some things will be left intact. Radio 4, which carries serious news programmes, will be 
untouched. The BBC reckons it will be able to spend more on investigative reporting, high-quality 
drama and natural history programmes. In short, things that media commentators and MPs tend 
to value will be largely preserved. This makes sense, since politicians largely decide whether the 
BBC gets to keep its licence fee, and how much the public should be expected to pay. A cynic 
might conclude that the corporation is moving from trying to please everyone to targeting the 
people who really matter.
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New ways to borrow
Shark bait
Microfinance is not just for poor countries

MOST people think of developing countries when they hear the term “microfinance”. Not so a 
growing number of the 1.14m low-income households (4% of Britain’s total) that lack bank 
accounts, nor the additional 8m people (15% of the population) who are “underbanked”—ie, 
excluded from mainstream bank lending and credit cards, both of which are increasingly stingy, 
because of bad credit scores or irregular incomes.

The underbanked still have options. They can go to pawn shops, which might charge 100% 
annual interest on loans backed by assets. They can join the 4.5m Britons a year who take out 
unsecured loans from doorstep-lending outfits, with rates of up to 500% per year. Or there is 
payday lending, where the borrower gives the creditor permission to take money straight from 
his next pay cheque. In 2009 about 1.2m Britons (four times as many as in 2006) borrowed £1.2 
billion this way. A report last year by the Office of Fair Trading argues that this trend will continue 
as online lending booms and the economy stutters. Payday loans often carry punitively high 
interest charges. The last resort is illegal loan sharks.

With such high rates, it isn’t surprising that debts often spiral out of control. Lenders say their 
prices reflect the risks: with unsecured loans to dodgy clients, the only way to stay afloat is to 
charge high rates. What’s more, since loan periods are often short (as in payday lending), clients 
don’t actually pay all that much. This is a circular argument: high rates mean more defaults.

But other options are emerging. Community development finance institutions (CDFIs), social 
enterprises that lend to low-income customers, charge much lower interest rates (20-50% a 
year). They can afford to because their repayment rates are much higher. Their loan officers 
operate like post-office lending once did, assessing risk on an individual basis and tailoring 
products to the borrower’s circumstances.

Education on debt management is often part of the package. From a low base, these microfinance 
providers have boomed in Britain since the credit crunch. Applications to CDFIs for consumer 
loans have increased fivefold since 2007, “as a result of curtailed credit provision by banks,” says 
Harry Glavan of the Community Development Finance Association.

Faisel Rahman of Fair Finance, an east London social enterprise, hopes that microfinance will fill a 
“human-touch niche” in the subprime market. The bulk of Fair Finance’s loans are consumer 
lending (for children’s school kit, home improvements and such like) rather than for start-ups. 
ScotCash, a Scottish lender, caters to similar needs. In April Fair Finance signed a £1m financing 
deal with BNP Paribas and Société Générale, reflecting growing interest in the sector among 
mainstream banks.

In America, the microfinance market is much more developed: the Aspen Institute, a think-tank, 
reckons there are nearly 700 microfinance organisations across the country. Field studies have 
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found that 17% of people taking part in micro-loan programmes were receiving welfare at the 
start of the year in question. By the end of the year, only 9% were still on the dole; average 
household income increased by 17%.

Research also shows that microfinance is not a welfare-to-work panacea. But, with 
unemployment rates rising, any help should be welcome.
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The blond conductor

Bus wars
Round and round
The revival of an iconic vehicle

THE red Routemaster bus is one of 
London’s abiding icons, its 
curvaceous silhouette as 
recognisable as Big Ben. The 50-
year-old design was pensioned off 
in 2005, but in January next year a 
new double-decker with a hop-on, 
hop-off platform inspired by the 
Routemaster will appear on the 
capital’s streets. At least, a few of 
them will.

Other classic vehicle designs, such 
as the Mini and the Beetle, have 
been updated for the modern age. 
Like those new models, the newfangled bus is bigger than the original and combines nostalgia 
with nifty technology: it uses 40% less fuel than its diesel-guzzling equivalents, and 15% less 
than recent, hybrid double-deckers. It will be made—mostly—in Britain. In this case, however, 
the impetus for the reinvention came not from consumer fancy but a fraught political battle.

Ken Livingstone, Labour mayor from 2000 to 2008, championed bus travel, which is now at its 
highest in London in 50 years: there were 60% more passengers in 2010-11 than in 2000-01. He 
also introduced 18-metre-long, “bendy” single-deckers. Though these carry more people and are 
faster to board, they are not universally loved. Contesting the mayoral election in 2008, Boris 
Johnson, the Conservative candidate (above), swore to cleanse the capital of the blight of bendy 
buses. He won, and by the end of 2011, all 396 bendy members of the 7,500 fleet will be 
purged—in time for next year’s mayoral election, at which his opponent will be Mr Livingstone.

The revival of something that combined beauty with utility might well prove popular. But 
popularity can be expensive. As well as retiring healthy buses, Transport for London (TfL), which 
oversees most of the capital’s transit systems, is paying £7.8m to produce just six prototypes (a 
conventional double-decker costs £315,000). The additional crew member who will staff the open 
deck might prove an expensive luxury in austere times.

If more orders follow and the modern Routemaster is still ferrying passengers in 40 years’ time, 
the new bus could be a lasting legacy for Mr Johnson. If not, it will be an expensive red elephant.

Mr Johnson is also taking a bet on the libertarianism of voters over a nannying health-and-safety 
culture. By day, passengers will be able to hurl themselves out of the rear entrance even when 
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the bus is moving (all doors will be closed at night). Daniel Moylan of TfL says it and the mayor’s 
office have “no concerns” about safety; people can be trusted to behave sensibly, he reckons. 
That really is a political idea that could go places.
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Bagehot
Friends in need
Explaining the contradictory Tory noises on the euro crisis

A BAND of ill-matched climbers 
embarks on a risky ascent, cockily 
certain they can weather any 
storm. Yet when disaster strikes, 
doomsayers do not get to crow. 
Once the foolhardy are teetering on 
the precipice, it is too late for 
smugness. Observers far below can 
only offer help, or—if that is 
beyond them—hold their breath, 
keep out of the way and hope for 
the best.

That sums up the predicament of 
the Conservative Party, as economic tempests envelop a European single currency that most 
Tories always called a mistake. The strain showed as the Conservatives gathered for their party’s 
annual conference in Manchester this week. David Cameron, the prime minister, and his 
chancellor of the exchequer, George Osborne, both stressed how lucky Britain was to have 
shunned the single currency.

European Union neighbours “plunged headlong into the euro without thinking through the 
consequences,” Mr Osborne told the Tories, asking how they could have believed that such 
“vastly different” economies as Germany and Greece could share a currency without adjustment 
mechanisms. Acknowledging the hostility of British taxpayers—and Tory MPs—to paying into euro 
rescue funds, Mr Cameron told the conference he would not let Britain be sucked into “endless 
bail-outs of countries that are in the euro” (a formulation that leaves him some wriggle room in 
the face of a fast-moving crisis).

Yet amid the crowing, Tory leaders also urged the teetering, ill-matched mountaineers of the euro 
zone to seek salvation by—in effect—roping themselves more tightly together. Over the summer 
Mr Osborne had already declared that the “remorseless logic” of monetary union led to much 
greater integration of tax and spending policies, and perhaps common borrowing through euro 
bonds. That reversed years of British policy towards Europe, which resisted talk of an inner core 
that might marginalise Britain in vital matters of economic decision-making. In Manchester, the 
chancellor went further, calling for euro-zone defence mechanisms to be given “maximum 
firepower”: a coded call for Germany to commit vast sums. Halfway through the party gathering, 
Mr Osborne flew to Luxembourg to urge EU finance ministers to strengthen their banks and make 
up their minds about how to help Greece, the weakest member of the club.
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There had been predictions that Europe-bashing would dominate the conference. In the event, 
Tory MPs (mostly) shunned the temptation to gloat. Activists grumbled but did not stage a 
rebellion over conference-eve warnings from Mr Cameron that he would not use the crisis to 
demand the immediate repatriation of powers from a weakened EU, nor grant them the In-Out 
referendum on membership that many crave.

Cosmopolitans and yeomen

An outsider could be forgiven for some confusion about Tory views of the euro-zone crisis. On the 
one hand, some Conservatives call the single currency a folly of European grandeur, doomed 
from birth. Yet now the euro is in trouble, they want those same ill-assorted economies to save 
themselves with a hefty extra dose of European integration. The key to the puzzle is politics, and 
in particular the divide between elite and rank-and-file practitioners of that trade.

Many grassroots Tories do not believe the euro can be saved, at least in its current form. Nor do 
they want to pay to save it. Many also believe that bailing out a country like Greece will change 
nothing, and is merely “good money after bad”. These Tories have champions in Parliament: 
George Eustice, a former press aide to Mr Cameron elected last year, leads a new grouping of 
120 MPs that enjoys the tacit blessing of party bosses as an outlet for “sensible” Euroscepticism. 
Mr Eustice says that euro-zone governments need to answer a question: should they keep 
“chucking trillions” at the crisis, or should they ask either Greece or Germany to leave, in order to 
“end up with a stable currency”?

If Mr Eustice’s bosses disagree with him, it is not because they are convinced the ill-assorted 
mountaineers of the single currency know how to save themselves. Instead, they believe Britain 
has no choice but to go along with rescue efforts. That belief is rooted in pragmatism, not 
European faith.

The pragmatism is partly domestic: Mr Cameron knows British voters are quite Eurosceptic, but 
dislike it when his party obsesses about the subject. Party bosses made quite clear their wish to 
avoid conference rows about Europe: government whips could be seen in the audience at 
Eurosceptic fringe meetings.

In part, the leaders’ pragmatism is economic: as Mr Cameron and his ministers repeatedly noted 
all week, 40% of British exports go to the euro area. But the biggest difference between the rank
-and-file and the leadership involves diplomacy, and psychology. Frequent contacts with such 
leaders as Angela Merkel and Nicolas Sarkozy have convinced senior ministers that the euro 
countries “will do whatever it takes” to save the currency. They are sympathetic to Germany’s 
predicament. In the short term, ministers believe, Britain would gain nothing from standing in its 
neighbours’ path.

The euro can be saved, at least for a while, Tory bigwigs believe, but the costs will be high: new 
institutions, fiscal transfers and sharper wage differentials. Ministers are clear-eyed about the 
risks. New euro-zone institutions will wield brutal powers without democratic accountability. The 
27-country single market could fragment as decision-making gravitates to an inner core. This is 
“rock and hard place territory”, says a senior figure. But they regard the alternative—the euro’s 
implosion—as worse.

In short, for all their seemingly friendly encouragement, Tory leaders are as sceptical about the 
euro as ever. But in an emergency, they warily accept, any lifeline will do.

Economist.com/blogs/bagehot (http://www.economist.com/blogs/bagehot) 
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The Open Government Partnership
The parting of the red tape
Is it just another global talking-shop—or a fresh approach to shaking out 
government secrecy?

UGANDA is not best known as a 
testbed for new ideas in 
governance. But research there by 
Jakob Svensson at the University of 
Stockholm and colleagues 
suggested that giving people health
-care performance data and helping 
them organise to submit 
complaints cut the death rate in 
under-fives by a third. Publishing 
data on school budgets reduced the 
misuse of funds and increased 
enrolment.

Whether dewy-eyed or hard-edged, examples abound of the benefits of open government—the 
idea that citizens should be able see what the state is up to. Estonians track which bureaucrats 
have looked at their file. Indians scrutinise officials’ salaries painted on village walls. Russians 
help redraft laws. Norwegians examine how much tax the oil industry pays. Many see openness 
as a cure for corruption and incompetence in public administration. The problem is how to turn 
the fan base into an effective lobby.

A new global club may help. The Open Government Partnership (OGP), launched last month at 
the UN, sets basic standards of openness, such as publishing a draft state budget. Any country 
that meets them can join. Eight (America, Brazil, Britain, Indonesia, Mexico, Norway, the 
Philippines and South Africa) are already members. Another 70 are eligible.

This year’s ICEGOV, a big e-governance shindig, was held in Estonia, a leader in the field. People 
from some 60 countries watched a slick American presentation about the OGP, all sophisticated 
websites and happy citizens. Some officials there queried the list of eligible countries, which 
include such beacons of openness as Russia and Azerbaijan. But just joining will mean nothing: 
members must make annual promises to improve openness further and submit themselves to 
outside scrutiny.

Many international anti-corruption and transparency bodies are already at work. In the new outfit 
the main judge of performance will not be other governments (though there is some of that) but 
citizen groups at home. Moreover, the partnership is not primarily a members’ club for countries, 
but more of a social network for reform-minded officials wanting to meet counterparts and 
experts to swap tips and expertise. Technology is helping too: the internet access and computing 
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power that make open governance possible are now cheap and simple enough to be used widely 
in poorer countries.

Also important is that the new partnership is not led by rich countries. The steering committee 
includes places such as Mexico, which has a much praised freedom-of-information law, and 
Indonesia, which won plaudits for tracking aid spending after the 2004 tsunami. On top of that, 
voluntary outfits outnumber governments on the partnership’s committee.

Martin Tisné of the Transparency and Accountability Initiative (a coalition of aid donors based in 
Britain), which will work in the new outfit’s monitoring arm, says that many reformers and 
activists have no idea how problems they are facing have been solved in other countries, while 
many of the international pro-openness bodies focus on just one issue or industry. Networking via 
the OGP should help. The evaluations will embarrass governments if they don’t meet their 
obligations, says John Wonderlich of the Sunlight Foundation in Washington, DC, which creates 
online open-government tools to track legislation, spending, lobbying and other activities.

Given the risk of censure, then, why should governments want to join? For a few, membership 
will be a seal of approval. In others, it is hoped, reformist officials will use the OGP’s help and the 
publicity it gives to spur backsliding colleagues to do better. More substantially, donors may 
make aid conditional on meeting the promises made. Britain’s foreign-aid agency, the 
Department for International Development, says it will do this with 5% of its budgetary aid.

Some have dismissed the new venture. Anti-American countries note that one of the 
masterminds is Samantha Power, a self-described “humanitarian hawk” who advises Barack 
Obama. Other doubters think it may be a handy way of diverting attention from shortfalls in the 
American administration’s own ambitious open-government plans. Some see a clash between the 
idealistic promotion of open government and the hounding of WikiLeaks. The launch of the OGP 
at a briefing where reporters were ludicrously told to identify the speakers only as “State 
Department Official One” and “State Department Official Two” brought justified ridicule.

Overall, however, the OGP seems to be reinvigorating America’s commitment to open 
government, prompting an announcement that it will join the Extractive Industries Transparency 
Initiative. This ingenious scheme makes oil and gas companies publish the details of what they 
pay to governments, with the aim of giving citizens a chance to see how much of those payments 
actually end up in public coffers.

The OGP does have some drawbacks. Its launch seemed rushed, and it is not yet clear who will 
set the targets that government openness projects must reach. Putting lots of data online may 
look good but make no real difference.

Trapped in the fog

One pitfall is that measuring the impacts of open governance as clearly as Mr Svensson believes 
he did in Uganda is hard. A second pitfall is that transparency doesn’t always lead to 
accountability. In theory, knowing the size of the road budget should make people either demand 
that more be spent or ask why the roads are still a mess. In practice, citizens may lack a means 
to turn their discontent into real political pressure. Transparency projects are the “low-hanging 
fruit” of open governance, and hence tempting for governments to focus on, says Tiago Peixoto, 
research director of the e-Democracy Centre at the University of Zurich. Giving people a real say, 
while harder to arrange, yields bigger benefits. He cites a project in six towns in Congo, where 
letting people decide how budgets were spent boosted tax collection.

A third worry is that the OGP may shine more attention on the executive branches of national 
governments than on the local level, or on the judiciary or legislature. Open governance is still a 
newish idea even in advanced economies. Progress may be patchy, but at least the OGP’s non-
governmental members will be able to make plenty of noise about it.
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Call me a tiger and I’ll show you my claws

Human rights
A tigress and her tormentors
A long-despised watchdog wakes up, barks and even bites

IN ITS five years of life the United 
Nations Human Rights Council has 
been more pilloried than praised. 
The pious posturing of countries 
renowned for beastliness to their 
citizens incenses critics. So does 
the triumph of politics over 
humanitarian principle, the knee-
jerk condemnation of Israel and a 
blind eye turned to most other 
countries’ abuses. Yet in this 
unpromising setting, some positive 
signs are visible.

Next week a Haitian official will 
deliver the final report in the first cycle of the Universal Periodic Review, a unique (for the UN) 
four-year process in which every government must submit an account of its human rights to the 
scrutiny of its peers. Few believe that this will change behaviour in Iran, Myanmar or North 
Korea. Even in milder cases, the practical gain will be clear only in the second four-year cycle 
when the council hears how governments have responded to the 20,000-odd recommendations 
from the first round.

But human-rights lobbyists say it has helped to highlight their cause, not least by giving local 
campaigners new opportunities to berate their rulers. Many governments spend a lot of time and 
resources polishing their act before they come to Geneva. A report by the New York-based 
Human Rights Watch bestows rare praise on the council in its response to emergencies. In the 
year to June 2011 it launched international investigations in Côte d’Ivoire, Libya and Syria; it 
appointed an investigator to monitor developments in Iran; and it extended the mandates of 
rapporteurs for Myanmar, Cambodia, Somalia and Sudan.

Much of the credit for all this goes to Latin American countries such as Argentina, Brazil, Chile 
and Mexico, along with Zambia and even tiny Maldives. The United States is newly engaged too, 
having returned to an active role in the council under the Obama administration. Earlier this year 
it brokered a successful cross-regional initiative promoting freedom of assembly and association.

The question now is whether new members who joined the Council in September, which include 
India, Indonesia, Costa Rica and Peru, will play the same activist role as their predecessors. The 
early signs are not promising. In October one group, under the politically correct rubric of 
promoting transparency and accountability, sought (so far unsuccessfully) to nobble the budget, 
and thus the independence, of the Office of the High Commissioner, Navi Pillay. The main 
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instigators were Cuba, Pakistan and Sri Lanka, all of which strongly oppose an interventionist 
approach to human rights. Ms Pillay, a South African of Tamil extraction, had outraged the Sri 
Lankan government by calling for an independent investigation of alleged atrocities and war 
crimes by both sides in the war against the Tamil Tigers. The pro-government media there vilified 
her as a bullying, racist “Tamil Tigress”. In the world of UN human rights, such insults may count 
as compliments.
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Clarification: Manwin

We described Manwin ("At a XXX-roads (http://www.economist.com/node/21530956) ", October 
1st) as a Canadian company. Most of its employees are in Canada, but it is registered in 
Luxembourg.
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Beyond the PC
Mobile digital gadgets are overshadowing the personal computer, says Martin 
Giles. Their impact will be far-reaching

IF YOU HAVE a phone, these days 
even space is within reach. Last 
year Luke Geissbühler and his son, 
who live in Brooklyn, popped a high
-definition video camera and an 
Apple iPhone into a sturdy 
protective box with a hole for the 
camera’s lens. They attached the 
box to a weather balloon, which 
they released about 50 miles 
(80km) outside New York City, 
after getting the approval of the 
authorities. The balloon soared into 
the stratosphere and eventually burst. A parachute brought it to the ground. By tracking the 
iPhone’s inbuilt global positioning system, the Geissbühlers were able to retrieve the box and the 
video of their “mission”, which shows the curvature of the planet clearly. The results can be seen 
at www.brooklynspaceprogram.org (http://www.brooklynspaceprogram.org) .

The iPhone and other smartphones are proving extremely useful on Earth too. These devices, 
which let people download and install applications, or “apps”, from online stores run by 
phonemakers, telecoms companies and others, are starting to displace ordinary mobile phones in 
many countries. Ofcom, Britain’s telecoms regulator, recently reported that more than one in four 
adults there uses a smartphone. Nielsen, a market-research firm, reckons the devices make up 
the majority of mobile-phone purchases in America. Emerging markets are embracing them as 
well: in Indonesia, BlackBerry handsets made by Canada’s Research in Motion (RIM) have 
become a status symbol among the country’s fast-growing middle class.

Sales of tablet computers, though still small, are also growing rapidly. Since Apple’s iPad arrived 
last year, a host of rivals have appeared, such as RIM’s Playbook, Samsung’s Galaxy Tab and 
Sony’s Tablet. All eyes are now on Amazon's Kindle Fire. With smartphones, which seem to be 
surgically attached to the hand of every teenager and many an adult, tablets have opened up a 
new dimension to mobile computing that is seducing consumers. Morgan Stanley, an investment 
bank, believes that in 2011 combined shipments of smartphones and tablets will overtake those 
of personal computers (PCs).

The revolution is mobile

Personal technology



Enlarge

This marks a turning-point in the world of personal technology. For around 30 years PCs in 
various forms have been people’s main computing devices. Indeed, they were the first machines 
truly to democratise computing power, boosting personal productivity and giving people access, 
via the internet, to a host of services from their homes and offices. Now the rise of smartphones 
and tablet computers threatens to erode the PC’s dominance, prompting talk that a “post-PC” era 
is finally dawning.

PCs are not about to disappear. Forecasters expect 350m-360m of them to be sold this year and 
the market is likely to keep growing, if slowly. With their keyboards, big screens and connectivity 
to the web, PCs are still ideal for many tasks, including the writing of this article. And they 
continue to evolve, cheap, light “ultrabooks” being the latest in a long line of innovations. Even 
so, the Wintel era—dominated by PCs using Microsoft’s Windows operating system and Intel’s 
microchips—is drawing to a close. The recent news that HP, the world’s largest computer-maker, 
is thinking of spinning off its PC business to focus on

A new tech landscape is taking shape that offers consumers access to 
computing almost anywhere and on many different kinds of device. 
Smartphones are at the forefront of this change. The Yankee Group, a 
research firm, thinks that sales of these phones will overtake those of ordinary 
“feature” phones in many more countries in the next few years. But other 
kinds of machine, from Microsoft’s Xbox 360 gaming console, which allows 
gamers to contact friends while they play, to web-enabled television sets, are also helping people 
stay connected.

In part, this emerging array of devices reflects changes in society. As people come to rely more 
heavily on the web for everything from shopping to social networking, they need access to 
computing power in many more places. And as the line between their personal and their work 
lives has blurred, so demand has grown for devices that can be used seamlessly in both.

The consumer is king

The rise of tablets and smartphones also reflects a big shift in the world of technology itself. For 
years many of the most exciting advances in personal computing have come from the armed 
forces, large research centres or big businesses that focused mainly on corporate customers. 
Sometimes these breakthroughs found their way to consumers after being modified for mass 
consumption. The internet, for instance, was inspired by technology first developed by America’s 
defence establishment.

Over the past ten years or so, however, the consumer market has become a hotbed of innovation 
in its own right. “The polarity has reversed in the technology industry,” claims Marc Andreessen, 
a prominent Silicon Valley venture capitalist whose firm, Andreessen Horowitz, has invested in 
several consumer companies, including Facebook and Twitter. Now, he says, many exciting 
developments in information technology (IT) are appearing in the hands of consumers first and 
only then making their way into other arenas—a trend that tech types refer to as the 
“consumerisation” of IT.

The transformation may not be quite as dramatic as Mr Andreessen’s remark implies. Armies, 
universities and other institutions still spend vast sums on research, the fruit of which will 
continue to nourish personal technology. Moreover, this is not the first time that individuals have 
taken the lead in using new gadgets: the first PCs were often sneaked into firms by a few geeky 
employees.

Nevertheless there are good reasons for thinking that the latest round of consumerisation is 
going to have a far bigger impact than its predecessors. One is that rising incomes have created 
a vast, global audience of early adopters for gadgets. Around 8m units of the Kinect, a Microsoft 
device that attaches to the Xbox and lets people control on-screen action with their body 
movements, were sold within 60 days of its launch in November 2010. No consumer-electronics 
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device has ever sold so fast, according to Guinness World Records. “These people will absorb new 
technology on a scale that is simply quite stunning,” says Craig Mundie, Microsoft’s head of 
research and strategy.

The cost of many gadgets is falling fast, giving another fillip to consumption. Smartphones priced 
at around $100—after a subsidy from telecoms companies, which make money on associated 
data plans—are starting to appear in America. The cheapest Kindle, an e-reader from Amazon, 
sells for $79, against $399 for the first version launched in 2007. The cost of digital storage has 
also fallen dramatically. A gigabyte (GB) of storage, which is roughly enough to hold a two-hour 
film after compression, cost around $200,000 in 1980; today a disk drive holding a terabyte, or 
1,024GB, costs around $100.

The growth of the internet and the rapid spread of fast broadband connectivity have also 
transformed the landscape. So has the rise of companies such as Apple, Google and Amazon, 
whose main aim is to delight individuals rather than businesses or governments. Apple, in 
particular, has been to the fore in the democratisation of IT, creating a host of impressive devices 
such as the iPhone and the iPad. Much of the credit for its success goes to Steve Jobs, who stood 
down in August as its chief executive.

Techtonic shifts

This special report will examine in more detail the forces underlying the reversal in polarity to 
which Mr Andreessen refers and how they are affecting individuals, businesses and governments. 
The combination of new devices with pervasive connectivity and plentiful online content is raising 
citizens’ expectations of what personal technology can achieve. And it is leading them to bring 
their own devices into the workplace, where some of the technology they are expected to use 
now seems antediluvian by comparison. This trend is challenging companies to rethink their IT 
departments’ habit of treating employees as digital serfs who must do as they are told.

The burgeoning global market for smart consumer technology is also inspiring an outpouring of 
entrepreneurial energy that will create many more remarkable products. And it is encouraging 
organisations of all kinds to adapt innovations from the consumer world for their own ends. 
Companies are setting up online app stores for their employees; hospitals are handing out 
specially modified smartphones to nurses; soldiers are trying out tablet computers to control 
drones and experimenting with “battlefield apps”. Many more such opportunities are likely to 
emerge as the technological and economic forces behind this popular computing revolution gather 
steam.
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Consumerisation
The power of many
The shift from personal to personalised computing

ANYONE WANTING TO get a better idea of the scale of the 
changes taking place in the world of consumer electronics should 
take a look at Foxconn’s giant factory complex in Shenzhen, in 
southern China. Known as Foxconn City, it covers an entire square 
mile and is crammed with manufacturing operations and company
-managed housing, medical facilities and educational centres. 
About 400,000 people work there, roughly as many as live in 
Oakland, California.

Like several other Taiwanese firms that operate factories at home 
and in China, Foxconn churns out electronic devices on behalf of a 
number of Western companies. By tapping into cheap Asian 
labour, Apple, Samsung and other consumer-electronics giants 
have been able to drive down the prices of their phones and other 
gadgets, broadening their appeal to consumers. A handful of insurgent Asian firms, including 
China’s Huawei and Taiwan’s HTC, which make devices that run on Google’s Android mobile 
operating system, are using their cost advantage to build their own global brands.

A globalised supply chain is not the only thing helping consumer-electronics companies to cut 
costs. They are also benefiting from economies of scale as the incomes of more and more people 
in more and more countries rise to the point at which gadgets are affordable. Erik Brynjolfsson of 
the MIT Sloan School of Management points out that because of this, manufacturers of consumer 
electronics are now moving down production learning curves faster than more specialised tech 
firms.

HTC is a case in point. The company shipped over 22m phones in the first half of this year, more 
than twice as many as in the first half of 2010. As it has grown, it has been constantly tweaking 
the integration between product development and manufacturing. Matthew Costello, the firm’s 
chief operating officer, says that it now takes six to 12 months for the Taiwanese company to get 
a product from the conceptual stage to a consumer’s hand, compared with 12 to 18 months only 
two years ago.

Power surge

The ability to amortise spending over a fast-growing audience is also encouraging tech firms to 
pour more money into consumer-focused research and development (R&D). Asked what is driving 
consumerisation, Jen-Hsun Huang, the boss of NVIDIA, an American firm that makes graphic 
chips for everything from gaming consoles to smartphones and supercomputers, whizzes through 
a quick calculation. There are about 200m PCs sold every year that contain the kind of chips that 
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NVIDIA produces, he says. Assuming an average sales price of $20 per chip, that makes a 
potential market today of $4 billion for the firm’s products. Sales of the types of PC that NVIDIA 
targets are likely to grow, so this number could increase.

However, Mr Huang expects the market for smartphones to grow far faster, with around 2 billion 
ultimately being sold each year. Given that the average sales price of NVIDIA’s chips for these 
devices is $20 too, the potential market is $40 billion, ten times as big as that in PCs. Other 
forecasters also expect demand for smartphones to soar. Gartner, a research firm, estimates that 
1 billion will be sold in 2015, up from 468m this year. “R&D is shifting to consumer-focused 
markets simply because we have more hope that it will be monetised there,” explains Mr Huang.

These economic trends are being reinforced by several technological ones. Arguably the most 
important has been the ability of microchip-makers to squeeze ever more computing power onto 
their products, as Moore’s law (which holds that the number of transistors on a single chip 
doubles roughly every two years) has continued to operate. James Bruce of ARM, a British 
company that designs chips for the iPhone and other portable devices, reckons today’s versions 
are 40 times more powerful than those around in 2000.

One of the most important leaps has been the introduction of “multi-core” processors, tiny chips 
with two or more processors, or “cores”, on them. Often, smartphones are used only for simple 
stuff such as calls and e-mail, which do not require all of their computing potential. By using multi
-core chips and smart software, phonemakers can shut down one or more of the processors, 
reducing the drain on phones’ batteries. “We have become experts at the art of doing nothing,” 
jokes Mr Bruce.

Other advances have also contributed to the personal-computing revolution. Lithium-ion polymer 
batteries, which can be easily moulded to fit different shapes, have made possible ultra-slim 
devices. Developments in “flash” memory technology have made it possible to store more data in 
devices. Advances in screen know-how have begotten super-sharp displays. Photos and videos 
can be shot and shared on the move. Some phones even allow video calls.

Technologically impressive as all this is, the biggest change that the new devices have wrought is 
to transform many people’s experience of computing. The PC may have been personal; a 
smartphone or tablet, held in your hand rather than perched on your desk, is almost intimate, 
and you can take it almost anywhere. This shift has been driven by Apple, which likes to boast 
that most of its revenue now comes from “post-PC” devices such as iPods and iPhones rather 
than from its Macintosh computers. This is partly marketing talk: crack open an iPhone and you 
will find many of the paraphernalia—including a motherboard and microchips—that make up the 
guts of a PC too.

The Gucci of gadgets

Yet Apple has indeed ushered in a new era in which personal technology is finally living up to its 
name. That is because the technology is starting to adapt to the people who use it rather than 
forcing them to adapt to it. The most obvious manifestations of this are the touch-screens and 
intuitive operating systems on many tablets and smartphones that have allowed even toddlers to 
take to them with gusto. It is also reflected in the way that phones can now be tweaked to reflect 
people’s increasingly connected lives by, say, bringing up a friend’s latest Facebook posts when 
he calls. “The PC is personal but nowhere near as customisable as the smartphone,” says Tim 
Bajarin of Creative Strategies, a consultancy.

The marketing of this new generation of mobile devices has also reinforced the notion of 
technology as something personal. Again, Apple has led the way, encasing the mass of 
electronics that make up iPhones and iPads in elegant cases and churning out its iPods in a range 
of different colours. “Consumer technology is becoming fashion,” says Paul Saffo, a veteran 
Silicon Valley tech-watcher who works for Discern Analytics. “And Apple is now the world’s 
biggest fashion company.”



The PC may have 
been personal; a 
smartphone or 
tablet, held in 
your hand rather 
than perched on 
your desk, is 
almost intimate, 
and you can take 
it almost 
anywhere

Still, no matter how good a gadget looks, utility counts. This is where 
smartphones excel. Many now contain sensors such as accelerometers 
(which detect whether a gadget is being held vertically or horizontally), 
gyroscopes and compasses. More and more employ global positioning 
system (GPS) technology, which let the Geissbühlers find their iPhone 
when it returned from its space mission. Soon this sensor technology will 
become widespread too: ABI Research forecasts that by 2013 85% of 
smartphones will be shipped with GPS systems and around half will 
contain accelerometers and gyroscopes.

Thanks to these sensors and the apps that tap data from them (see 
article (http://www.economist.com/node/21530920) ), smartphones are 
being used for all sorts of things, such as navigation and video-
recording, that used to require dedicated devices. Some in the industry 
call the smartphone the Swiss Army knife of consumer electronics. HTC’s Mr Costello says it is 
more like a black hole “because it is swallowing so many other gadgets”.

Another big driver of mobile-device usage—and thus of consumerisation—has been the rise of 
cloud computing. For much of the personal-computing era, the content that people needed for 
work or entertainment had to be stored on PCs’ hard disks, or on external hard drives and USB 
keys. But now data and content often reside in the “cloud”: large server farms, run by Amazon, 
Google and others, where huge amounts of data are stored for retrieval from almost anywhere in 
the world.

Pioneers such as Amazon have built cloud-based “ecosystems” that make content such as its 
electronic books widely available. Even though the firm has its own e-reader, the Kindle, and has 
hatched a tablet computer too, it has also created apps and other software that let people get at 
their digital stuff on all sorts of devices, including PCs. Other companies are developing their own 
ecosystems in a bid to make people’s mobile-computing experience even more seamless. 
Google’s recent $12.5 billion acquisition of Motorola Mobility, which makes smartphones, tablets 
and other gadgets, will enable it to produce a new crop of devices to show off its cloud services, 
such as Gmail and Google Docs, to best effect. And Apple is stepping up its integration efforts, 
rolling out an “iCloud” in which people can store up to 5GB of content for nothing, and more if 
they pay.

Heads in the cloud

The rise of the cloud has also created an explosion of other consumer-focused web services. 
These include the big social networks such as Facebook, which has over 800m users, and a host 
of smaller firms such as Foursquare, which was created specifically to let people tell their pals 
where they are. This combination of social networking, location-signalling and mobile 
computing—nicknamed “SoLoMo” by John Doerr, a prominent venture capitalist—has given birth 
to outfits such as Badoo, a site for people wanting to chat, flirt and date. Mobile computing is also 
encouraging people to use web services more often than they would on a PC. Facebook reports 
that people who visit its network via mobile devices are twice as active on it as those who tap 
into it via other means.

Other small software companies are also placing powerful tech tools in people’s hands. Dropbox 
lets users upload photos, documents and other content via a simple interface and then retrieve 
them from many different devices. SlideShare allows people to share presentations and other 
stuff via the cloud. Many of these companies offer a free basic service: Dropbox lets users store 
up to 2GB of data for nothing, then charges for more.

Amazingly capable mobile devices and oodles of cloud-based content are two of the three pillars 
on which the personalised computing revolution is being built. But it is the third pillar—the 
proliferation of broadband connections—that has turbocharged it. In many rich countries fixed-
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line broadband connections are now commonplace, often with a Wi-Fi link at the end of them to 
allow people to use their devices wherever they are in homes or offices. And a variety of wireless 
technologies including “third-generation”, or 3G, networks, Wi-Fi and Bluetooth have made it 
possible for people to stay connected to the internet almost everywhere.

Skype, which claims to have about 170m monthly active users, is one of the services that has 
flourished as all sorts of devices have become more powerful and connected. “It’s amazing how 
many things you can now use Skype on,” says Tony Bates, the firm’s boss, who points out that 
many of the innovative uses of the online phone and video-calling service have been inspired by 
consumers. For instance, when teachers began using Skype to swap advice on classes, the firm 
added features that made it easier for them to collaborate using its technology.

Like many other technology executives, Mr Bates is convinced that consumerisation is an 
unstoppable force and that it has raised people’s expectations hugely. “It used to be that the best 
IT experiences people had were in the office,” he says. “Now that technology has been 
democratised, they have become used to doing new and exciting things themselves.” For their 
employers, this is creating both opportunities and headaches.
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Apps on tap
The beauty of bite-sized software

ASKED WHAT MAKES mobile apps so special, Bart Decrem, a co-founder of Tapulous, gives a 
reply that could have come straight out of the mouth of Steve Jobs. “Apps are nuggets of magic,” 
he says. “They very elegantly address the strengths and weaknesses of the mobile internet.” Mr 
Decrem knows the app economy well. After building a number of successful gaming apps at 
Tapulous, including “Tap Tap Revenge”, which involves tapping on coloured balls as they move 
down a phone’s screen, he sold his company last year to Disney, where he is now an executive.

Hordes of other developers have piled into the app business, creating hundreds of thousands of 
offerings for online stores run by Apple and Google, by telecoms firms such as South Korea’s SK 
Telecom, and by independent app stores such as GetJar. The appetite for apps appears 
insatiable: Gartner, a research firm, estimates that almost 18 billion have been downloaded since 
the first app store was opened by Apple in 2008. By 2013, it thinks, the number will have risen to 
49 billion. Many are games such as “Tap Tap Revenge” and “Angry Birds”, in which a bunch of 
enraged digital fowl wage war against evil pigs that have pinched their eggs. But there are also 
plenty with a more serious purpose, such as the Federal Bureau of Investigation’s Child ID iPhone 
app, which lets parents store information about their kids and send it to the authorities if a child 
goes missing.

In many ways, apps are representative of the changes taking place in personal technology. 
Small, downloadable chunks of software, they give people access to information in a neatly 
packaged format and most have one or more of the following attributes: simplicity, cheapness 
and instant gratification.

They have caught on partly because many websites do not look good when viewed on phones’ 
tiny screens. Apps do a much better job of making the best of the space available. Using them is 
intuitive, by and large. Many are free; many others cost no more than a fancy cup of coffee. 
Some of the most creative apps make the most of phones’ sensors. Gaming ones use 
accelerometers and gyroscopes to track users’ motions, while mobile-navigation apps rely on 
inbuilt GPS systems.

Another reason why apps have proved popular is that, unlike websites, they do not need a 
constant connection to the internet. Instead, they are stored in mobile gadgets’ silicon memories 
and refreshed when a new connection is available. This also explains why they launch so much 
faster than software on PCs. “Apps mean that people are no longer going to be satisfied waiting 
for spinning hard disks on PCs to deliver what they want,” says Tim Bajarin of Creative 
Strategies, a consultancy.

Personal technology
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There has been speculation that 
apps may fade when new websites 
designed to work better on mobile 
devices appear. But that is unlikely 
to happen while mobile-internet 
connectivity remains patchy. Fans 
also point out that apps are easy to 
create.

Most, however, are destined for 
obscurity. Today there are more 
than 425,000 apps in Apple’s online 
store and more than 250,000 in 
Google’s Android Market. Yet in a 
recent survey of Android-phone 
users in America, Nielsen, another 
research firm, discovered that the 
ten most popular apps accounted 
for 43% of usage and the top 50 
for a whopping 61%. Admittedly, 
these statistics may be influenced 
by the pre-loading of apps for 
services such as Facebook and Google Maps onto many phones. But the results are still telling. 
Part of the problem is that there is still no reliable search engine for discovering outstanding 
apps. No doubt there will soon be an app for that too.
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Personal technology at work
IT’s Arab spring
People are demanding to use their own gadgets in their jobs. Trying to thwart 
them is futile

WILLEM EELMAN, the chief information officer (CIO) of Unilever, 
an Anglo-Dutch consumer-goods giant, recounts the reaction of 
young employees when they first come across the complicated 
and often confusing ways in which many big corporate IT systems 
still present information to staff. “They take a look at a business-
application screen and they scream in horror,” he says. The 
youngsters are even more horrified when presented with tomes of 
instructions through which they must plough before getting down 
to work.

Like many other companies, Unilever is recruiting from a 
generation whose expectations of technology have been 
profoundly shaped by Facebook, mobile apps and other 
innovations. But it isn’t just “digital natives” who are shocked by the state of some of the 
technology in their workplaces. The rapid spread of tablets and smartphones, and the magnetic 
attraction of social networks and other online tools such as Twitter, mean that people of all ages 
have grown accustomed to having powerful yet easy-to-use technologies at their fingertips. Many 
of them want the same stuff at work too.

Their demands are also being fuelled by changes in society. Among these is the increasing 
mobility of the workforce, whether commuting or visiting clients, which has made smartphones 
and tablets especially popular with corporate road-warriors. There has also been a gradual 
blurring of the lines between personal and business lives, which means that people rely on 
technology much more to allow them to work or play anywhere at any time.

The effects of these changes are being widely felt. A survey of 
3,000 workers in nine countries carried out by IDC, a research 
firm, for Unisys, an IT company, and published in July found that 
their use of personal devices to access business information had 
grown sharply, partly because of the arrival of tablets (see chart 
1). The study also noted that IT departments often greatly 
underestimate how much employees are using their own 
technology, including social networks and other web services, for 
work. And it accused internal tech teams of frequently using 
security concerns as a “figleaf” to justify keeping tight control of 
decisions about which devices workers may and may not use.

Personal technology



Rather than a few 
geeky rebels, 
there are now 
entire armies of 
employees 
equipped with 
smart mobile 
devices

How far firms are affected by all this will largely depend on the nature of their business. Those 
with a highly mobile workforce are already seeing swift changes. Accenture, a consulting firm 
whose staff often work at clients’ offices, is a case in point. Frank Modruson, the CIO of the 
company, which has 223,000 employees, says that less than two years ago 30,000 smartphones 
and other mobile devices were connected to its network, most of them bought by the firm. Today 
there are 85,000, less than a third of which were provided by the company.

Other companies are seeing a more gradual influx of employee-owned gadgets. At Unilever, Mr 
Eelman says that of the 90,000 employees who use a computer for their jobs (out of a total of 
160,000 staff) about 5,000 have so far brought in a mobile gadget of their own. But he expects 
that number to grow as the company rolls out a new IT infrastructure that will allow people to 
work more easily from different places.

War of the IT worlds

The arrival en masse of personal technology in the workplace is causing waves. “Historically 
many IT departments have treated people as tech automatons who should do what they are 
told,” says Bob Tinker, the boss of MobileIron, which helps firms manage mobile devices. For 
years that has involved restricting people’s choice of mobile gadgets to a few devices such as the 
BlackBerry smartphones made by Canada’s RIM.

One rationale for this was that strict standardisation saved money. By limiting choice to a few 
gadgets, companies could buy them in bulk and streamline their maintenance in much the same 
way that, say, budget airlines reap big savings by buying just one or two types of aeroplane. At 
the same time, standardisation made it easier to ensure security. A big reason why BlackBerrys 
have proved so popular with companies has been that RIM also provides software that lets IT 
departments maintain a firm grip on the way the devices are used.

Now, however, IT teams are facing a challenge to their authority. Much 
of what workers are demanding, including the right to use their own 
smartphones and tablets for work, to mix business and personal data on 
them, and to personalise them with their own apps, is anathema to IT 
departments used to running digital dictatorships. Often it is senior 
executives who insist on being allowed to use their own technology for 
work, which makes it hard for IT folk to say no. “This really is the end of 
the nanny state of IT,” says Doug Neal of CSC, a consultancy.

CIOs who try to ban the use of personal technology at work risk a 
proliferation of “shadow IT”, which arises when employees 
surreptitiously use their own devices and software to get things done. This is not new, as the 
example of the people who sneaked the first PCs into offices shows. What is different is the sheer 
scale of the consumerisation movement this time. Rather than a few geeky rebels, there are now 
entire armies of employees equipped with smart mobile devices. Left undetected, their do-it-
yourself efforts could cause sensitive corporate data to leak and open digital doors to hackers.

There is some debate about just how big a threat this is. Earlier this year Verizon, an American 
telecoms firm, published a report that reviewed numerous corporate data breaches that had 
occurred in 2010. It concluded that most of these were due to direct attacks on corporate 
servers, not to mobile devices being compromised. Moreover, many smartphones and tablets now 
include features such as the ability to erase, or “wipe”, the content on them remotely and to 
track their location using their inbuilt GPS systems. The same cannot be said of most PCs. And 
some operating systems such as later versions of Apple’s iOS include ready-made encryption 
capabilities that protect data on devices. This helps explain why so many companies are 
embracing iPads. Apple has said that most members of the Fortune 100 list of America’s largest 
firms are either buying the gadgets or running trials with them.



Nevertheless there are grounds for concern. The Verizon report predicts that threats to mobile 
devices will grow as more are sold. And another study published in August by McAfee, an IT-
security firm, found there had been a steady increase in mobile “malware”—software such as 
viruses and “Trojans” designed to disrupt or steal data (see chart 2). Google’s Android system is 
an especially popular target. One piece of malware disguised as an Android calendar app sent 
SMS messages to a premium-rate number without users’ knowledge. Another, masquerading as 
an update for “Angry Birds”, a mobile game, deleted browser histories and bookmarks on phones.

Popular web services have also had 
security hiccups. In June a software 
update at Dropbox caused a 
temporary security breach that 
allowed unauthorised access to 
data held by the online-storage 
service for about four hours. 
According to the company’s blog, 
fewer than 100 accounts were 
compromised, but the episode 
nevertheless shocked those who 
had assumed that the service was perfectly secure. The firm has since taken steps to prevent a 
recurrence.

Lock up your devices

Perhaps the biggest risk of all, though, is employees themselves. Numerous studies have shown 
that although people lock their cars and their homes, many do not secure their mobile devices. A 
report in March by the Ponemon Institute, a research group, for AVG, a security firm, found that 
less than half of the 734 Americans surveyed had set up passwords on their smartphones, even 
though most had used them for work. Other studies have found that when people do protect their 
phones, they often choose codes that can be cracked easily, such as “password” or “12345”, 
rather than more secure combinations of letters, numbers and other symbols.

Many CIOs recognise that trying to stamp out the use of personal gadgets at work is not only 
futile but also risky. “I’d rather know about a device and put reasonable security on it than stick 
my head in the sand and pretend it’s not there,” says Accenture’s Mr Modruson. To manage the 
risks, companies have been installing systems from firms, such as MobileIron and Zenprise, 
whose software lets IT departments manage a wide range of mobile devices. These can detect 
the kinds of gadgets that are gaining access to a firm’s network and wipe data from those that 
are lost. “Virtual desktops” from companies like VMware and Citrix that let people use devices but 
keep data on a remote server behind a firewall are another popular means of limiting risks.

All this costs money. So there is much debate in the IT world about whether or not 
consumerisation leads to savings too. Mr Modruson says that Accenture’s employees have spent 
$4.25m of their own money on tablet computers that they use for work. But Cesare Garlati of 
Trend Micro, an IT-security company, gives warning that companies also need to take into 
account the cost of managing many different kinds of devices running on various telecoms 
networks. “It’s a nightmare of complexity,” he says.

Yet even if IT perestroika is pricey, the investment may still be worth it—and not just because it 
minimises the risk of a disaster caused by shadow IT. For a start, firms that embrace 
consumerisation are more likely to attract technologically minded workers at a time when IT is 
becoming ever more crucial to corporate success. Those people are also more likely to give their 
employers early warning of innovations in the personal-technology world that could affect their 
business. And they are probably better at conversing with customers who are themselves 
adopting many of the same technologies.
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Such considerations help explain why even companies in heavily regulated industries are letting 
people bring their own gadgets to work. “Previously we just said no to people using non-standard 
devices,” says Robert Cockerill of Thames River Capital, a British fund-management company. 
Now the firm lets employees use a range of phones and tablets as long as sensitive data on them 
are encrypted and activity is logged in order to comply with regulations.

Pfizer, a big pharmaceuticals company, is also embracing consumerisation cautiously. “We have 
to find a balance between flexibility and protecting the intellectual assets that are the lifeblood of 
the company,” says Jeff Keisling, the firm’s CIO. The company allows workers to use various 
kinds of devices and operating systems, but to get access to its network they must agree to load 
an encryption agent on their gadgets and to allow Pfizer to wipe part or all of the information on 
them if necessary.

At the other end of the spectrum, some companies are giving their employees stipends to 
encourage them to buy their own devices. One of these is Citrix, which requires staff to use its 
own virtual-desktop product on the gadgets they purchase and to install antivirus software 
prescribed by the company. The firm says that about a fifth of its 6,500 employees have taken 
advantage of the policy.

Mr Eelman of Unilever sees consumerisation as part of a broader shift in what companies expect 
of their IT departments. Not so long ago, he says, many internal tech teams were focused on 
installing gigantic software systems to handle such things as accounting and human resources. 
Most of these are now in place, though they require maintenance. This means IT now has more 
time to be a partner supporting firms’ business divisions. Enabling workers to use the gadgets 
they consider best for their jobs is part of this strategic realignment. Wise companies are not just 
embracing the consumerisation of IT. They are also turning innovations from personal technology 
to their advantage.
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Adapting personal IT for business
The consumer-industrial complex
All sorts of organisations are borrowing ideas from consumer technology

WHEN SHE STARTS her day at 
Sarasota Memorial Hospital in 
Florida, Danielle Reed picks up a 
smartphone. It is part of a system 
provided by Voalté, a start-up 
created to modify smartphones for 
doctors and nurses. The phone 
allows Ms Reed to communicate 
quickly and easily with her fellow 
nurses either by calling them or by 
sending text messages, a number 
of which are preprogrammed. She 
can also open specialised apps: one 
allows her to look up different medicines and their side-effects; another helps her identify pills 
brought in by patients.

Ms Reed says that the smartphone has other benefits too. She no longer has to carry different 
devices for making phone calls and receiving alerts, and she can send group text messages, 
which makes it easier to communicate with all of her colleagues on a ward. The 300 or so phones 
provided by Voalté (whose name comprises the first two letters of “voice”, “alarm” and “text”) 
have also helped to make Sarasota Memorial a quieter place for both patients and workers. 
Before introducing them the hospital often relied on a noisy public paging system to send 
messages to nurses and other staff. This is now used much less.

Keep taking the tablets

Rob Campbell, Voalté’s chief executive, says the company expected to encounter plenty of 
scepticism when pitching its service to hospitals because the medical profession is used to getting 
purpose-built gadgets for so many things. But it has been pleasantly surprised by the reception to 
the consumer technology. “There’s so much momentum behind these smartphones that doctors 
and board members get it,” he says. They get tablets too: Manhattan Research, a health-care 
research company, published a survey in May that estimated that 30% of American doctors were 
already using iPads and almost as many again were planning to get one within six months.

In spite of this momentum, Voalté has succeeded only because it has worked hard to adapt the 
technology that consumers enjoy to a hospital environment. Among other things, it has modified 
iPhones and BlackBerrys so they can handle calls over hospitals’ Wi-Fi networks, because cellular 
coverage can be poor inside some wards. It has also installed robust security software on the 
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devices and ensured that they can gain access only to a hospital’s network. And it has developed 
a gadget that recharges up to 40 phones at once while connecting them to Voalté’s servers, 
which update their software. Ms Reed says a single charge is perfectly adequate to keep the 
phone running for her shift, which can last up to 12 hours.

Like Voalté, plenty of other organisations (including the armed forces of several countries: see 
article (http://www.economist.com/node/21531114) ) are keen to take advantage of the billions 
of dollars that the consumer-electronics industry spends on R&D each year. Apple and other 
companies that focus on the global consumer market typically show little interest in other areas 
because that market is so big. By adapting their innovations for different uses, entrepreneurial 
companies are carving out new niches of their own. Many of their products and services promise 
to make the organisations that adopt them more efficient and agile.

Social networks are a case in point. Facebook, in particular, has proved wildly popular for sharing 
everything from videos of Lady Gaga to photos of a drunken night out. But these networks’ public 
nature makes them unsuitable for exchanging sensitive corporate material—and probably those 
photos too. This has opened the door to firms such as Salesforce.com, Socialtext, Yammer and 
others that have created tailor-made networks for businesses, behind corporate firewalls. Like the 
big public networks, these custom-made ones typically allow employees to see who else is active, 
set up project groups and exchange stuff among themselves. Firms that use them say they have 
made it easier for staff to find important information and to collaborate with their fellow workers.

Your colleague is your friend

Bajaj Finance, an Indian consumer-lending firm that has been using Chatter, Salesforce.com’s 
social-networking system, for over a year, says it has led to much smoother communication 
between its sales staff and underwriters. In the past, explains Rakesh Bhatt, the company’s chief 
information officer, the assessment of which potential customers to take on involved lots of 
bilateral e-mails and instant messaging. Loan documents were exchanged on a separate 
electronic network, adding a layer of complexity. Now all of this happens on its social network. Mr 
Bhatt says the network has helped the firm make speedier and better decisions about which risks 
to underwrite.

Apps are another consumer innovation being imported by businesses. Many organisations, 
including The Economist, have developed their own apps to deliver or promote their products via 
public stores run by Apple and others. Now some companies, including PepsiCo, Standard 
Chartered, a big bank, and Pfizer, are setting up their own internal app stores too. Many of the 
apps in them are designed to help mobile workers save time. Pfizer, for example, has created an 
app that makes it easy for employees to locate and contact co-workers travelling on business—a 
boon in a global firm with peripatetic executives.

Another popular set of corporate apps supplies data to people on the road. Aflac, a big American 
insurer, has developed several apps that allow members of its sales team access to customer 
data and claims records without having to log in from a desktop computer. Some companies are 
even holding competitions among their employees to see who can come up with the best apps—a 
practice copied from the consumer world, where contests among app developers are common. 
Researchers at Gartner predict that by 2014 around a quarter of business apps will be created by 
workers who are not part of IT departments.

Other apps will be built by companies. Deloitte, a firm of consultants, has created one called 
Bamboo to help it with disaster-recovery planning. The app allows the firm to update employees’ 
emergency plans automatically by pushing new information to their phones, which are among the 
few things that people tend to take with them in a sudden evacuation. Deloitte is planning to roll 
out the app across all of its offices and has also developed a service based on it that it is selling 
to its customers.
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Firms are also developing apps that let employees unlock some of the data that are held in head-
office enterprise systems more easily. MeLLmo, a start-up, has created an app called Roambi that 
takes data from big financial systems and presents them in graphical format on smartphones and 
tablets. Santiago Becerra, the firm’s boss, says Roambi is popular with finance types and other 
road warriors who need information on the move, but can be used in other settings too. One big 
manufacturer has even issued iPads with the app to staff monitoring its production lines. Now 
they no longer have to return to fixed PC workstations to consult production data—a trip that 
could take eight to ten minutes each time in the firm’s huge factories. Germany’s SAP, America’s 
Oracle and other companies that create big IT systems are rolling out software to make it easier 
for firms that work with them to develop their own mobile apps.

Several of Roambi’s developers come from the computer-games industry, where expertise in 
producing great graphics on small screens is plentiful. Avaya, which creates communications tools 
for businesses, has also borrowed know-how developed for games for a product called web.alive, 
which allows people to hold meetings and conferences in a virtual environment, using avatars. 
And numerous firms, not to mention the armed forces, are using videogame-like technology for 
training.

Savings in the virtual sky

Cloud computing, which began with consumer-focused e-mail services such as Hotmail, has also 
caught on in the business world. The companies leading the charge here are Amazon and Google, 
which have already developed popular cloud services aimed at consumers, such as Kindle e-
books and Gmail. Amazon has built a huge business renting cloud-computing capacity and 
services to companies and Google boasts over 4m customers that use Google Apps, a range of 
cloud-based software including e-mail and document-sharing. Used to Google’s free consumer 
products, many workers take to its corporate ones easily.

This and the prospect of cost savings have encouraged more organisations to embrace cloud-
based offerings. Last year the city of Los Angeles, which faces a big budget deficit, adopted a 
series of apps designed by Google for governments. Kevin Crawford, an IT manager for the city, 
thinks it will save more than $1m a year over the next few years simply by not having to run and 
support its own in-house systems for things such as e-mail. Firms that have ended up with a 
hotch-potch of different IT systems as a result of mergers have also taken to the cloud. MWV, an 
acquisitive global-packaging company, switched to Google’s e-mail app rather than try to 
integrate ten different e-mail systems that it inherited from various deals.

Drawing on consumer-inspired technology can produce intangible benefits too. Employee app 
developers are more likely than external ones to have a good idea of what they need to do their 
jobs well and will relish the opportunity to create their own software. And internal social networks 
are an aid to co-operation in what management types like to call the “white space” between a 
company’s various divisions, by making it easier to find and collaborate with knowledgeable 
colleagues in far-flung parts of a company.

Some of those who have been promoting the use of consumer-inspired technologies inside 
companies say that executives used to a command-and-control world are still reluctant to 
embrace them, just as they are resistant to allowing employees to bring their own gadgets to 
work. “This is not how managers were taught in business school to operate,” says Marc Benioff, 
the boss of Salesforce.com. But as consumer technology becomes ubiquitous, these benefits will 
be even harder to ignore.



World politics Business & finance Economics Science & technology Culture Blogs Debate & discuss Multimedia Print edition

Special report: 

Oct 8th 2011 | from the print edition 

Droid wars
Smartphones are invading battlefields

COMPANIES ARE NOT the only 
ones adapting personal technology 
to their own ends. Armies are too. 
Next month Singapore is due to 
issue thousands of tablets to 
recruits, to help them get ready for 
training sessions and record what 
they learn. Britain has also been 
using tablets to help prepare troops 
for duty in places such as 
Afghanistan.

Smartphones and tablets may soon 
be deployed more widely in combat 
zones as well. Harris, an American firm with expertise in video communications, is working on an 
app that allows a tablet computer remotely to control a camera on a drone. And Raytheon, a big 
American defence company, is developing Raytheon Android Tactical System (RATS), a platform 
that allows soldiers to choose from numerous smartphone apps, including ones that let them 
receive images from drones or satellites on their screens.

Armies are keen on consumer technology for several reasons. First, electronics firms are 
outgunning them in R&D spending on things such as touch screens and other interfaces. “The 
industry’s annual investment here is well over 1,000 times greater than the military’s,” explains 
Mark Bigham of Raytheon. With budgets tight, private-sector innovations are even more 
appealing.

Smartphones can also give a soldier more real-time data about battlefields. RATS offers an 
augmented-reality app, which overlays an image from a phone’s camera with data from other 
sources. A soldier can “see” digital markers representing other members of his unit (tracked via 
GPS signals from their devices). This could help reduce incidents of friendly fire, as well as giving 
soldiers an advantage over the enemy.

The idea of spotting people’s whereabouts on a screen will be familiar to gamers—another reason 
why armies are interested in consumer gear. As so many young soldiers have used smart 
gadgets already, they do not need much training on them. “From an R&D perspective and a 
training perspective, these devices are a no-brainer,” says Michael Anthony of the US Army’s 
Communications-Electronics Research Development and Engineering Centre (CERDEC).

There are still hurdles to surmount. Consumer phones are not designed for combat. They also 
require constant wireless connectivity, as well as long-lasting batteries. Officials at CERDEC say 
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these drawbacks can be overcome. Field tests suggest that with some modest additional 
protection, smartphones are robust enough for use and special batteries can prolong time 
between charges. Armies can also tap wireless-networking gear mounted on drones and balloons 
to keep soldiers connected in the field.

Even with modifications, the phones will still be far cheaper than bespoke devices. And their 
software can also be updated in a flash. In one test of RATS, users requested a new feature for 
an app. Three hours later a revised version was available for downloading. Armies have to accept 
that consumerisation is affecting them too. Soldiers are bringing their own phones with them on 
deployments, so it would be best if they got their apps from stores that have a military seal of 
approval.
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Ubiquitous computing
Up close
Technology will become even more personal

GENEVIEVE BELL HAS spent the 
past few months travelling to 
several different countries, 
rummaging in people’s cars, and 
photographing and logging what 
she found in them. Ms Bell is 
neither a private investigator nor a 
spy. Instead she works for Intel, 
the world’s biggest maker of 
semiconductors, where she runs a 
team that helps the company 
analyse how people interact with 
technology.

An anthropologist by training, Ms Bell says her interest in cars and their contents—which were 
unpacked with their owners’ permission—is a reflection of the fact that vehicles have become 
places where people use a great deal of personal gadgetry. Her photos often reveal what she calls 
“a wasteland of electrical detritus” inside vehicles: everything from multiple chargers for different 
kinds of electronic devices to music CDs and other artefacts of people’s digital lives. “Cars are a 
perfect proxy for mobile phones,” she says, “because people load lots of stuff into them to be 
prepared for every eventuality and then rarely chuck anything out.”

Intel’s curiosity about how people use technology in cars is hardly surprising. Carmakers are keen 
to install extra computing power in their vehicles in order to impress customers with a taste for 
technology, and Intel hopes that this will translate into a big new market for its chips. Ford, for 
instance, has already developed a service called SYNC, based on a Microsoft operating system. 
SYNC allows drivers to make calls, play music and do other things using voice commands. The 
car company has also created AppLink, a feature that lets people link their smartphones to a 
vehicle’s voice-control system and operate their apps with it. For now the system works with only 
a handful of apps, such as Pandora, an internet-radio service, but Ford is hoping to expand that 
number rapidly.

Japan’s Toyota has also been working on an in-car system, called 
Entune, to which drivers will be able to connect their smartphones via 
Bluetooth wireless links and other means. And it plans to make driving 
even more personal by helping people’s cars “talk” to them. The firm has 
announced plans for a Twitter-like private social network, called Toyota 
Friend, which will be integrated into some electric and hybrid vehicles in 
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places like sports 
stadiums and even 
aircraft

Japan next year. Based on software from Salesforce.com and Microsoft, 
this will enable a car to send a tweet-like message to its owner telling 
him that, say, its battery is running low or a maintenance check is due. 
Mr Benioff, Salesforce.com’s boss, says he foresees many more “product 
social networks” that will create more intimate relationships between 
people and the devices they own.

It is not just vehicles that are becoming more connected. So are homes, public places like sports 
stadiums and even aircraft, where passengers are now sometimes offered in-flight Wi-Fi services 
for an extra charge. Cisco, a big IT firm, reckons that there could be almost 15 billion devices 
linked to the internet in circulation by 2015, up from 7.5 billion last year. These will include 
everything from televisions and gaming consoles (see chart 3) to coffee machines and cookers.

This has led researchers such as Ms 
Bell to conclude that ubiquitous 
computing, or “ubicomp” to its 
fans, is no longer the realm of 
science fiction. In a series of 
articles in the 1990s Mark Weiser, 
the chief technologist at Xerox’s 
Palo Alto Research Centre (PARC), 
laid out a vision of a world in which 
computers would be everywhere 
yet all but invisible. Instead of the 
conventional desktop or laptop, Mr 
Weiser (who died in 1999) and one 
of his colleagues, John Seely Brown, predicted that in this new era of “calm technology” gadgets 
would adapt to people rather than vice versa.

Still a wired world

“Calm” is not a word typically associated with most personal technology today. Just trying to get 
various gadgets to work together is often enough to send blood pressures soaring. Moreover, the 
spaghetti of wires, the chargers and the other paraphernalia of digital life are hardly unobtrusive. 
And although wireless broadband connectivity is widespread, it can still be patchy and unreliable. 
All this is a far cry from the kind of seamless interaction between humans and connected devices 
depicted in futuristic films beloved of ubicomp enthusiasts, such as Steven Spielberg’s “Minority 
Report”.

Ms Bell acknowledges that the infrastructure of computing is still “messy”, but argues this should 
not be allowed to obscure the fact that it has become much more widely accessible. Bo Begole, a 
ubicomp expert at Xerox PARC, echoes that view. “We already have a critical mass of devices and 
wireless networks,” he explains. “The next step is to make those devices aware of how humans 
work and to get them to adapt to their habits.”

If there is one part of the world where personal technology is on its way towards becoming 
ubiquitous it is Asia, where several richer countries have created impressive infrastructures on 
which all sorts of personal technologies can work. South Korea, for instance, plans that every 
home in the country should have an internet connection with a speed of up to one gigabit per 
second (fast enough to download a full-length feature film in a matter of seconds). And it also 
intends greatly to increase the capacity of the country’s wireless-broadband networks.

Singapore has set itself a goal of creating an ultra-fast broadband infrastructure and sees this as 
the foundation of a wealth of new digital services that will be delivered to its citizens. These 
include “telemedicine”, which allows doctors to monitor people’s health remotely using devices in 
patients’ homes, and high-definition videoconferencing services so that Singaporeans can keep in 



touch with relatives, friends and colleagues. Canalys, a research firm, reckons that almost two-
thirds of the phones sold in Singapore last year were smartphones. The same gadgets are also 
plentiful in Japan, where many of them contain near-field communication (NFC) chips, which in 
effect turn them into mobile wallets that can be used to pay for groceries, trips on public 
transport and more.

America, Britain and other countries are also experimenting with various mobile-payment 
technologies, including NFC-enabled phones. Fans of these envisage a future in which people’s 
wallets and purses will get sucked into smartphones too. Google, for instance, has already 
endorsed NFC technology and Apple is likely to include some form of mobile-payment capability 
in future versions of its iPhone.

A new reality show

Other novel services are giving people far more data about the world around them. There is much 
excitement in tech circles about augmented-reality apps. The Golfscape GPS Rangefinder allows 
golfers to see a picture of the course in front of them and have it overlaid with useful data, such 
as the distance to various bunkers and the green. Other apps, for example Layar and Google 
Goggles, combine visual images with data gleaned from web browsers and other software. This 
enables them to overlay the images with information from many different sources. Someone 
using Layar can point his phone’s camera at a street in Paris and see information about, say, well
-known restaurants in it and call up pictures showing what they looked like in the past.

The ability to capture video and audio easily on smartphones has also given a boost to fans of 
“lifelogging”—recording your life via electronic media—which was popularised by Gordon Bell and 
Jim Gemmell, two Microsoft executives, in “Your Life, Uploaded”. For some time people have been 
immortalising their thoughts and deeds on Facebook and other social networks from PCs. More 
and more often, they are doing so on the move, from smartphones with apps such as Instagram. 
A photograph is taken, the time and place are noted automatically, and with a few taps the image 
can be uploaded. “More of people’s lives will be captured in future,” says Mr Bell, “simply because 
more bits and bytes are flowing out of these devices.”

In their book Messrs Bell and Gemmell predict that people with chronic ailments will one day have 
sensors embedded directly in their bodies that can transmit data about their vital signs wirelessly 
to other devices such as their phones. This forecast, which would give a new spin to the slogan 
“Intel Inside”, may seem far-fetched, yet some cardiac devices are already equipped with 
wireless connectivity that allows them to send data to doctors. And gadgets such as a bathroom 
scale made by Withings, a French company, can transmit a person’s weight to a digital health-log 
on a computer or smartphone.

Rather than have sensors lodged inside their bodies, many people may prefer to have them 
woven into their clothing, or placed next to rather than under their skin. Some venture capitalists 
such as Mr Andreessen of Andreessen Horowitz believe that “wearable computing” will be the 
next big thing in personal technology, though the companies that have set their sights on this 
area face a difficult task. History is littered with examples, such as the Seiko Ruputer wristwatch 
computer, that sounded great in theory but turned out to be lemons in practice.

This has not dissuaded Nike, which has produced a range of wearable devices that allow people to 
track their fitness as they exercise. Nor has it put off Jawbone, which has won a reputation for 
itself by making Bluetooth-equipped headsets and smart, portable speakers. The company has 
created a slim bracelet, the UP band, that contains a wealth of sensors and a rechargeable 
battery all attached to a flexible steel frame enclosed in a special, rubber-like coating. Among 
other things, the band can record how much distance the wearer has covered in a day and how 
many calories he has burned, and can even monitor his sleep patterns. Data from the device can 
be uploaded to an app on a smartphone and then shared with the wearer’s friends on various 
social networks.
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Dressed in devices

Hosain Rahman, Jawbone’s boss, foresees many more devices like the UP band creating what he 
calls “everywhere computing”, with microprocessors and sensors embedded in all sorts of things, 
from shirts to jewellery, and linked by a “body-area network”. Other companies such as Looxcie, 
which makes cheap, wearable video cameras, are also hoping to profit from a more transparent 
world.

These devices may remain minority tastes for a while, if they ever catch on at all. But 
smartphones, tablets and other mobile digital devices are likely to keep the consumer-electronics 
industry busy for some time to come. The ability of these gadgets to deliver the mobile internet 
to millions—and ultimately billions—of people is going to have a profound impact on the world. 
“We’re really at a very nascent stage of this revolution,” says Vijay Gurbaxani, a professor of 
information systems at the University of California, Irvine. Mr Gurbaxani is right, but some of its 
implications are already becoming clear.
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Technology and society
Here comes anyware
Smart thinking is needed about smart gadgets’ influence

AUGUST 12TH 2011 marked the 
30th anniversary of the launch of 
the IBM 5150 personal computer, 
which established the technical 
standards and design to which 
many PCs subsequently adhered. 
In a blog post to mark the 
occasion, Mark Dean, IBM’s chief 
technology officer in the Middle 
East and Africa, who worked on the 
original designs, revealed that he 
had already ditched his PC for a 
tablet computer. “When I helped 
design the PC,” he wrote, “I didn’t think I’d live long enough to witness its decline.” He went on 
to predict that the PC was destined to go the same way as typewriters and vinyl records.

The notion that a post-PC era has begun is not universally accepted. Microsoft, for instance, likes 
to talk instead about a “PC-plus” world in which millions of PCs will still be sold every year. It is 
true that the machines that first brought computing into people’s homes are not about to vanish, 
not least because there are many emerging markets where people still crave them. China, which 
could outstrip America as the world’s largest market for PCs next year, is one of many countries 
that still has plenty of potential for growth. Chinese computer-makers such as Lenovo, which 
acquired IBM’s PC business in 2005, are well placed to profit from this rising demand.

Nevertheless, as this special report has argued, a new age of personal technology is indeed 
dawning, at least in the rich world, in which people will depend on a far wider range of devices to 
keep them connected to friends, colleagues and others around the clock. It is hard to predict 
exactly what shape and form all of these gadgets will take, but there are going to be plenty of 
them. In places such as Africa, cheap smartphones could well turn out to be people’s primary 
computing devices. “We are in the process of putting supercomputers in many more people’s 
hands,” says Mr Huang, NVIDIA’s boss.

Billions of new users of personal technology will encourage tech firms to pour even more money 
into R&D and to bring innovations to market even faster. Already companies are beavering away 
at technologies that will make it easier, say, for people to use voice commands and gestures to 
control all kinds of gadgets. And a cornucopia of apps and other software in developers’ pipelines 
will make it possible to do many more things on mobile devices. That, in turn, will reinforce the 
phenomenon of consumerisation.

Personal technology



This new era will also see many more upheavals in the tech industry’s landscape. Several big 
takeovers announced this year, including Microsoft’s $8.5 billion purchase of Skype and Google’s 
$12.5 billion acquisition of Motorola Mobility, have been motivated by the realisation that the 
winners in personal technology’s next phase will be those firms that boast the most compelling 
ecosystems of devices and cloud-based services. Apple has had something of a head start in this 
race thanks to the visionary Mr Jobs, but Amazon, Google and a host of other companies are now 
hard on its heels.

To ubiquity and beyond

As these ecosystems expand, the world will move steadily closer to the ubiquitous-computing 
model envisaged by Xerox PARC’s Mark Weiser. As it does so, it will find itself grappling with a 
number of thorny issues that include constraints on wireless connectivity, concerns about 
individual privacy and worries about the environmental impact of all those billions of gadgets and 
gizmos.

Take connectivity first. As smartphones and other mobile devices spread, they will need robust, 
rapid networks to deliver data to their owners. The good news is that ultra-fast 4G mobile 
broadband networks are being rolled out. According to Deloitte, more than 150 carriers in 60 
countries are committed to the deployment or trial of 4G services. The snag is that in some 
countries, including America, radio spectrum ideal for mobile video and data communications is in 
short supply. Governments could help by, say, encouraging broadcasters whose audiences are 
dwindling to relinquish more of their bandwidth.

They will also need to monitor closely the impact that new kinds of devices have on individual 
privacy. Concerns have already been raised about smartphones’ location-tracking capabilities, 
which can reveal users’ whereabouts if data are not properly protected. Wearable devices that 
track people’s vital signs are also going to be collecting mountains of extremely sensitive 
information. “We are all part of a brave new experiment in privacy whose outcome is unclear,” 
says Alessandro Acquisti, a professor at Carnegie Mellon University.

The best hope for a positive outcome is to promote clear principles that govern how these 
sensitive data are collected and put to work. The main one should be that it is users who own 
their data and they should be able to control what is done with the stuff. That means, among 
other things, asking them to “opt in” to services that gather sensitive information and making it 
easy for them to opt out again at any time. Firms should also be transparent about what 
information is being collected and how it is being used. At the same time, people need to take 
more responsibility for themselves—for example by choosing robust passwords and keycodes on 
their mobile devices rather than taking a cavalier attitude to their own data.

A third area of potential friction involves the environment. As it pumps out many more gadgets, 
the consumer-electronics industry is starting to attract the kind of scrutiny typically reserved for 
oil companies and mining firms. For instance, earlier this year Chinese environmental 
campaigners took Apple to task for using suppliers they claimed were guilty of polluting. Activists 
have also lambasted working conditions at places such as Foxconn, which has taken several steps 
to improve standards at its factories. Big consumer-tech firms will need to intensify their efforts 
to police subcontractors and think even harder about how to make their products greener if they 
are to avoid continual criticism in the post-PC world.

People power

Governments will also have to come to terms with the fact that mobile devices and online 
services such as Twitter and Facebook are empowering citizens in novel and occasionally 
unsettling ways. Smartphones tapping into Twitter and other messaging services have been 
blamed for the rioting that swept through English cities earlier this year. Politicians even called 
for RIM temporarily to shut down its BlackBerry Messenger service, which was being used by 
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some rioters to co-ordinate attacks. Yet slamming social media and smartphones will not solve 
the underlying causes of unrest.

There has been much discussion, too, about the role that mobile phones 
and social media have played in stirring up groundswells of protest in 
places such as north Africa and the Middle East. Some observers, such 
as Clay Shirky, a professor at New York University, have argued that 
they have been an important catalyst for change. Others, such as 
Evgeny Morozov, a visiting scholar at Stanford University, worry that 
they can easily be abused by repressive regimes to track and monitor 
opponents.

Protest and tweet

Although talk of “Twitter revolutions” is greatly overblown, there is little 
doubt that tweets and the use of other social media helped attract 
attention to the revolutionaries’ cause. And although Mr Morozov is right 
to point out that new technologies can aid surveillance from above, 
smartphones and small, wearable cameras will also boost the ability of activists to conduct 
“sousveillance” from below. Citizens can use these and other gadgets to capture what is 
happening and transmit evidence of abuse swiftly to the outside world via Twitter and other 
channels. “Technology is definitely serving as an accelerant,” argues Jared Cohen, a former 
official in America’s State Department who is now the director of Google Ideas, a think-tank run 
by the internet company.

It can also accelerate progress in other areas, as this report has argued. Companies, in 
particular, will need to develop digital instincts to take advantage of the talents of their own 
employee-revolutionaries, who are storming IT departments’ barricades, armed with tablets and 
smartphones. Instead of being early adopters of new technology, companies will need to become 
fast adapters to whatever devices their employees believe will equip them to do their jobs most 
effectively. Those firms that get this transition right stand to benefit enormously from having 
more creative and confident workforces. Those that do not will find it difficult to attract talented 
staff and risk losing ground to their competitors.

The reversal of the innovation conveyor belt highlighted by Mr Andreessen, the Silicon Valley 
venture capitalist, represents a huge opportunity for governments, armies and other 
organisations too. By exploiting powerful and cheap consumer technology, they will be able to 
save money and develop brand-new capabilities at a time when budgets are tight. Many of the 
most innovative ways to use new gadgets and services will be discovered by the people for whom 
they were originally designed.

The very last flight of America’s space shuttle, which took place in July, carried two iPhones for 
the first time, using an app that measures things such as altitude and orbital location. NASA’s use 
of the smartphone won it plenty of headlines. But when it came to putting an iPhone into space, 
the Geissbühlers of Brooklyn beat the mighty space agency to it. In the new world of personal 
technology, even the sky is no longer the limit.
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Creating employment
A helping hand for start-ups
Can America find its entrepreneurial mojo again?

THE spirit of enterprise is infectious 
on the 14th floor of One Marina 
Park Drive. People from more than 
100 start-up companies squeeze 
inside, working cheek by jowl to 
turn their ideas into successful 
businesses. There is no time to 
admire the magnificent views of 
Boston harbour.

They are an eclectic bunch: 
Locately scours credit card data to 
provide retailers with information 
about what else their customers 
are buying. Two cubicles away is Casa Couture, which makes expandable shoes which it says are 
ideal for pregnant women and fast-growing children. Nearby is Invup, which runs an online 
service helping big companies manage their do-gooding. Then there is Abroad101, which assists 
Americans wanting to study overseas; Her Campus, a newspaper and marketing firm targeting 
female students; ArtVenue, which matches artists with empty display space; OsmoPure, which 
makes water filters for poor countries, and so on.

They have been brought together by MassChallenge, a competition to find potential “high impact” 
start-ups and help them grow faster. The aim is to restore America’s reputation as the world’s 
most enterprising nation.

The rapid rise of social-media firms, such as Facebook, Twitter and Groupon, can give a falsely 
rosy impression of American enterprise. The data suggest that lately the country’s 
entrepreneurial growth-engine has been misfiring—which is alarming given the role it has played 
in creating employment. According to research funded by the charitable Kauffman Foundation, in 
1980-2005 firms less than five years old created 40m net new jobs—equivalent to 100% of the 
net new jobs created in the entire American private sector. Alas, this magnificent hiring machine 
is sputtering. In the past three years—ie, roughly since the financial crisis of 2008—the number 
of new companies formed each year fell by nearly a quarter, and with it the rate of job creation 
by start-ups: from 3m new jobs a year on average to 2.3m in 2009. Had the rate of job creation 
remained what it was in 2007, there would now be nearly 2m more people employed in America.

Hitting the accelerator



While some of this slowdown may be cyclical, there is a growing belief that the “ecosystem” in 
which entrepreneurs work can be improved. Hence events such as MassChallenge, which was 
launched in 2009 with a mixture of personal and corporate backing and a grant from the state of 
Massachusetts. It selects around 125 finalists to spend three months in its “accelerator”, where 
they get free working space, help from mentors, networking with investors and the 
encouragement of working alongside others facing similar challenges. Up to 20 winners are then 
chosen to share a $1m prize.

John Harthorne, a co-founder of MassChallenge, wants to improve on the typical Silicon Valley 
model of incubating start-ups. Venture capitalists insist that the start-ups they help surrender 
equity; MassChallenge does not. This makes it easier to attract broader support and voluntary 
help from businesses, and allows non-profit start-ups to take part. Helping such firms grow is an 
extremely cost-effective way to create jobs, argues Mr Harthorne; the first class of finalists have 
already hired over 500 more people than the 330 they began with. “This is where the jobs are, 
not at General Motors. It is about creating new companies, new industries, not propping up 
behemoths,” he says.

Such claims are taken increasingly seriously by policymakers. Earlier this year President Barack 
Obama launched a campaign supported by leading entrepreneurs ranging from Steve Case, the 
co-founder of AOL, to Fred Smith, the founder of FedEx, and Magic Johnson, a basketball star 
turned property developer. On September 13th, the Startup America Partnership declared itself 
officially open and invited firms under five years old to register for free support services donated 
by 25 large companies. This support is worth a startling $730m, Startup America claims. On 
October 11th, a task force comprising several members of Mr Obama’s advisory Jobs Council 
(including Mr Case, Sheryl Sandberg, a top executive at Facebook, and John Doerr, a venture 
capitalist), will advise the president on policy changes they think will help. These are expected to 
include making it easier for foreign entrepreneurs to obtain visas, and easing regulations that 
make it hard for start-ups to raise money.

Mr Case argues that the government and its partners should focus attention and resources on the 
minority of start-ups that have the potential to grow rapidly; the so-called “gazelles”. In the past, 
policy has promoted start-ups and small businesses in general. Yet the vast majority of these 
firms are never likely to create original ideas or many new jobs.

A new study published by the Brookings Institution, a think-tank, called “What do small 
businesses do?”, finds that: “While most aggregate employment growth may come from small 
(new) firms growing big, the vast majority of small (new) firms do not grow.” In 2004-08, 60% 
of all new firms studied did not add even one employee; 90% added fewer than five and 97% 
added fewer than ten.

Plenty of start-ups have no ambition to grow. Many restaurateurs are content with one 
restaurant; many plumbers are happy to plumb alone. Many online businesses, far from aspiring 
to be the next Facebook, are part-time affairs run by parents who want to pick up their children 
at 3pm. In surveys three-quarters of the owners of new businesses said they wanted to keep 
their firm small, with no more than ten employees and a median of 3-4, according to the study. 
Around half said that an important part of their decision to start a firm was that they wanted to 
be their own boss, and live a more balanced, flexible life.

The study recommends that public resources currently aimed at small firms in general, such as 
those deployed by America’s Small Business Administration, should be concentrated on the 
gazelles. Success is far from guaranteed. The government has a lousy record of picking winners, 
as voters were reminded when Solyndra, a green energy firm for which the government 
guaranteed $535m in loans, went bust in August.

Mr Case is also keen to find ways to make it easier for gazelles to raise money from the 
stockmarket. This has grown increasingly difficult, partly because of the recession and partly 
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because stricter governance and accounting rules, such as those included in the Sarbanes-Oxley 
Act of 2002, make it much costlier to become a public company.

In 2008 and 2009 there were fewer initial public offerings of firms backed by venture capitalists 
than in any year since 1985. Medium-sized firms find the regulatory barriers daunting: the 
proportion of IPOs worth less than $50m has plunged to 20% in the past decade from 80% in the 
1990s. This matters, because according to the National Venture Capital Association over 90% of 
job creation by venture-backed firms occurs after they go public. If the government can make it 
easier for small firms to go public, the likes of OsmoPure, Casa Couture and Abroad101 will 
perhaps do so. And then they may go on the hiring spree America so badly needs.
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Boycott politicians, says Schultz

Business and politics
Howard’s way
Starbucks’ boss urges his peers to stop giving money to politicians

“IT’S NOISE. I’m not going to comment,” harrumphs Howard 
Schultz, the boss of Starbucks, when asked to respond to criticism 
of him by Carly Fiorina, a former boss of Hewlett-Packard. Mr 
Schultz is urging his fellow bosses to stop donating money to 
politicians until Congress starts sorting out America’s economic 
problems, especially its alarming deficit. Ms Fiorina says this is a 
rotten idea. “Sorry, Howard,” she wrote on a conservative blog. 
“We need more, not fewer, businesspeople involved in the political 
process. Job creators must speak out, and yes, they should 
support those candidates who will support them.” (Ms Fiorina ran 
unsuccessfully for the Senate last year.)

Mr Schultz began his campaign in August after Congress and the 
president almost failed to raise the federal debt ceiling, an 
omission that would have caused America to default. That 
“created a crisis of confidence in America that spread over the 
world,” says Mr Schultz.

Besides hitting politicians where it hurts, Mr Schultz is also urging his fellow bosses to hire more 
people. Companies have become so risk-averse that they are missing lucrative opportunities to 
grow, he reckons. “Business leaders need to step up and not let Washington dictate a downward 
cycle in America,” he says, claiming that already around 150 chief executives (albeit mostly from 
smaller companies) have taken his no-giving pledge. Ms Fiorina’s reaction suggests that his 
campaign has touched a nerve.

Mr Schultz is putting Starbucks’ money where his mouth is, with plans to open hundreds of new 
stores in America and elsewhere. After record results in 2010, Starbucks has enjoyed another 
“very strong year” and is “firing on all cylinders” everywhere except Europe, he adds. Starbucks 
expects to provide more than 3,500 net new jobs in America this year. Serving frappuccinos is 
not the best-paid job in the world, but any job is a first step on the ladder, and the 14m jobless 
Americans cannot be picky.

On October 3rd Mr Schultz launched a fund-raising campaign called Create Jobs for USA, seeded 
with $5m of cash from Starbucks. Its coffee shops are selling red, white and blue wristbands to 
raise money for the Opportunity Finance Network, which provides loans to small businesses. The 
following day he was in Harlem to launch a profit-sharing partnership with community groups in 
poor neighbourhoods of big cities such as New York and Los Angeles.
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Mr Schultz worries that, having made a fortune after being born poor in Brooklyn, he could soon 
become a “poster child for an American dream that no longer exists”. He hopes that other bosses 
will wake up and smell the coffee.
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Digital newspapers
Another brick in the wall
The rapid rise of newspaper paywalls

ON OCTOBER 10th the Baltimore Sun will join a fast-growing club. The newspaper will start 
tracking the number of times people read its stories online; when they reach a limit of 15 a 
month, they will be asked to pay. Local bloggers may squawk about content wanting to be free. 
But perhaps not as much as they would have done a few months ago. There is a sense of 
inevitability about paywalls.

In April 2010 PaidContent, an online publication, found 26 American local and metropolitan 
newspapers charging for online access. Several times that number now do so. More than 100 
newspapers are using Press+, an online payment system developed in part by a former publisher 
of the Wall Street Journal. MediaNews, a newspaper group, put up two paywalls in 2010; it has 
erected 23 so far this year.

Among national newspapers, paywalls are still rare, though the New York Times and the Times of 
London both have them. Most wall-building is being done by small local outfits. “Local 
newspapers are more vital to their communities, and they have less competition,” explains Ken 
Doctor, the author of “Newsonomics”.

The most ambitious architects are in Europe. Since May Slovakia has had a virtual national 
paywall—a single payment system that encompasses nine of the country’s biggest publications. 
Slovaks who want to read news online pay €2.90 ($3.90) a month, which is split between the 
newspapers according to a formula that accounts for where people signed up and how heavily 
they use each publication’s website. Piano Media, which built the system, plans to launch another 
national paywall in Europe early next year.

Why the rush? One reason is that building paywalls has become easier: Press+ and Google’s One 
Pass will collect online subscriptions on behalf of newspapers, skimming a little off the top. The 
popularity of Apple’s iPad is another explanation. Many newspapers have created paid-for apps. 
There is little point doing that if a tablet user can simply read the news for free on a web 
browser. But the big push comes from advertising—or the lack of it.

Jim Moroney, publisher of the Dallas Morning News, says American newspapers used to abide by 
an “80-20” rule. That is, 80% of their revenues came from advertising and 20% came from 
subscriptions. Those days are over. Newspaper advertising, print and online combined, has 
crashed from $9.6 billion in the second quarter of 2008 to $6 billion in the second quarter of 
2011, according to the Newspaper Association of America. Few believe it will ever fully recover. 
So the race is on to build a subscription business, both in print (cover prices are going up) and 
online.

The paywall-builders tend to report a drop in online traffic. But not usually a steep drop, and not 
always an enduring one. Oklahoma’s Tulsa World, which started demanding subscriptions from 
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heavy online readers in April, reports that traffic in August of this year was higher than a year 
earlier. One possible explanation, odd as it may sound, is that readers are still discovering its 
website. “We have paper subscribers who want nothing to do with the internet,” explains Robert 
Lorton, the Tulsa World’s publisher. Fewer than half of the newspaper’s print subscribers have so 
far signed up for unrestricted free access to the website. Other newspapers report similar 
proportions.

That suggests the game is not over. The early-adopting young abandoned print newspapers long 
ago. But many newspapers have a surprisingly large, if dwindling, herd of paying customers. 
They will milk them as hard as they can.
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They found a thrill under Turquoise Hill

Mongolian copper
Halfway to where?
A massive mining project hits a snag

IN THE endless brown wastes of the Gobi desert in the south of 
Mongolia huge blue structures are springing up. Some 18,000 
workers are employed on Oyu Tolgoi, or “Turquoise Hill”, the 
largest undeveloped copper and gold mine in the world. Rio 
Tinto, the mining giant that is managing the project, flew its 
chairman, Jan du Plessis, to the site for a ceremony on 
September 25th to mark the halfway point of the first phase of 
construction. Celebrations were hardly marred by rumblings of 
discontent back in the capital, Ulaanbaatar, from Mongolian 
politicians. But since then the rumblings have got louder, 
worrying not just Oyu Tolgoi’s investors, but all those gleeful at 
the prospect of a prolonged mining-led boom in the country.

A group of 20 members of parliament signed a petition in early 
September asking the government to reopen negotiations on 
the 2009 “Investment Agreement” that set the $10 billion 
project in motion. That could be dismissed as populist political 
noise ahead of elections due next year. But by the end of the 
month, it had become the basis of a formal request from the 
government to Ivanhoe Mines of Canada, which has a 66% 
stake in the company that owns the mine and is in turn 49% 
owned by Rio. Opening parliament this week, the speaker, who 
sits on the National Security Council, voiced his support for a 
renegotiation.

The main demand is to bring forward the date when the 
government has the option to increase its 34% share in the project to 50%. At present, its 
share—which was financed by a loan from Rio—cannot rise until 2040. The government also 
wants to impose a “sliding-scale royalty” on the project. This week, Ivanhoe and Rio shot back a 
letter saying the agreement was not up for renegotiation. All they will concede is that, under its 
terms, the government is within its rights to ask for talks. They are adamant, however, that the 
terms cannot be changed.

The mining companies point out the huge benefits the project brings in terms of employment, tax 
revenue and foreign exchange. By 2020, when it will be producing 450,000 tonnes of copper a 
year, which will be sold across the nearby Chinese border, it is expected to account for a 
staggering one-third of Mongolia’s GDP. They also argue that, with the copper price falling, a 
renegotiation might leave the government in a worse position. The current agreement has the 



About The Economist online About The Economist Media directory Staff books Career opportunities Contact us Subscribe [+] Site feedback

Copyright © The Economist Newspaper Limited 2011. All rights reserved. Advertising info Legal disclaimer Accessibility Privacy policy Terms of use Help

from the print edition | Business 

effect of insuring its equity stake against market risk. The investors feel some Mongolians do not 
understand that, because of taxes and royalties, the government’s 34% share grossly 
understates the benefits it will receive from the project.

Oyu Tolgoi is the poster project for a national mining boom that sees Ulaanbaatar crawling with 
foreign miners and their investment bankers. Of immediate concern are plans to raise billions of 
dollars through a multinational offering of shares in a huge coal project, Tavan Tolgoi, also in 
South Gobi province.

Oyu Tolgoi already faces problems enough. Inter-governmental negotiations with China have yet 
to produce an agreement on its supply of power for the early years of production. Ivanhoe has 
been snapping at Rio for making “unauthorised remarks” about the project, and there is the small 
matter of $4 billion in bank finance to be raised.

So the government needed a face-saving way out of the latest fine mess it had gotten the project 
into. On October 6th it issued a joint statement with the foreign partners saying they had settled 
their differences, without amending the Investment Agreement.  Rio and Ivanhoe will be relieved. 
But it will still have to deal with the disgruntled parliamentarians, not to mention voters.
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Schumpeter
Getting on the treadmill
A South African company has some bright ideas for promoting health

THE thorniest problem facing the 
health-care profession is how to 
strike the right balance between 
promoting health and curing 
illness. As is routinely pointed out, 
prevention is better than cure—and 
cheaper too. But the forces ranged 
against this benign cliché are 
formidable. The sick require 
immediate treatment. The medical 
profession values surgeons more 
than dieticians. And most of us are 
greedy and short-sighted: why 
forgo the instant ecstasy of a Mars bar, or the joy of unprotected sex, when the rewards of 
restraint are so distant?

This is one reason why it is so hard to curb health-care inflation. Insurance premiums have 
surged 9% in America since 2010. In emerging economies, too, greater prosperity means people 
are eating more and slouching behind desks instead of sweating in fields. So these countries are 
increasingly suffering from rich people’s illnesses, such as heart disease and diabetes. The World 
Health Organisation expects the incidence of such non-communicable diseases to rise by 17% 
over the next decade.

Some policymakers are reaching for a new tool: behavioural economics. Behavioural economists 
are mapping out ways to “nudge” people to drop the cream pie and chew an apple instead. Cass 
Sunstein, the co-author of “Nudge: Improving Decisions About Health, Wealth and Happiness”, 
works in Barack Obama’s White House. David Cameron, Britain’s prime minister, has established 
a “nudge unit” in Downing Street. Mr Obama’s health-care law encourages employers to offer 
wellness programmes.

At the same time technology is making it easier for people to look after themselves. Monitoring 
equipment is becoming cheaper and easier to use: Philips is developing an app which uses the 
camera in an iPad2 to measure heart and respiration rates. You can keep your health records up 
to date with programmes such as Microsoft’s HealthVault. You can also use social media to shame 
yourself into shaping up. It is remarkable how much more effective a new year’s resolution to 
lose weight is if you make it public—and agree to a forfeit if you fail.

America is beginning to embrace nudges. Some of the biggest health insurers are introducing 
incentives of one kind or another. Most reward people for having their vital signs tested and 
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hitting goals such as lowering blood pressure or burning off flab. Some have added interesting 
bells and whistles to this basic formula. Aetna offers discounts for gym equipment and medical 
devices that can be used at home. Anthem provides e-mail access to a health coach. SonicBoom 
uses a combination of high-tech and peer pressure: members can monitor vital signs with tiny 
devices attached to their shoes and join groups such as Weight Warriors. A new type of health-
care firm helps companies design incentive systems. Examples include IncentOne and Anderson 
Performance Improvement, both based in America.

Perhaps surprisingly, the most interesting incentives have been developed in an emerging 
economy: South Africa. The Discovery group, based in Johannesburg, has crafted a programme 
called Vitality that applies the “air miles” model to health care. You earn points by exercising, 
buying healthy food or hitting certain targets. You rise through various levels, from blue to gold, 
as you accumulate points (rewards are adjusted to your starting level of fitness to give everybody 
a chance of making progress). And you are given a mixture of short- and long-term rewards 
ranging from reduced premiums to exotic holidays.

Discovery has formed alliances with a host of companies to provide rewards linked to your 
“vitality level”. Pick ’n’ Pay, a South African grocery chain, provides discounts of up to 25% on 
10,000 “healthy foods”. Airlines such as Kulula offer discounted flights. Discovery can measure 
whether people actually go to the gym, rather than just join, by swiping their membership cards. 
It says it has solid evidence that participation in the programme more than pays for the rewards: 
active participants are less likely to fall ill and, if they do, they spend a shorter time in hospital.

This model has taken Discovery from “one man and a desk” in 1992 to become South Africa’s 
largest health insurer, with 5,000 employees. The company is now entering new markets. It has 
formed partnerships with Humana, an American health insurer, and Prudential, a British 
company. It has also taken a 20% stake in Ping An Health, one of China’s largest private health 
insurers. The model has even been stretched to other industries, including a credit card that 
offers discounts linked to well-being and car insurance that offers cheaper petrol to people who 
drive safely (a telemetric device installed in your car monitors aggressive driving, like harsh 
acceleration or sharp cornering).

Medical necessity

The Discovery story is another reminder of how quickly new ideas are starting to flow out of 
emerging markets. In the past 30 years Indian firms have become experts in processing 
information and Chinese firms masters of frugal manufacturing. Discovery may be a harbinger of 
another wave which challenges the West’s lead in health care and other sophisticated services. 
Adrian Gore, Discovery’s founder and chief executive, says the company was forced to 
concentrate on prevention because there are so few doctors in South Africa to effect cures: even 
those with private insurance share one GP between 1,000 people.

The Discovery story also poses a challenge to emerging markets. How can they apply the same 
spirit of innovation to their fledgling welfare states? Since they are building more or less from 
scratch, they can experiment with public systems, private ones and a mixture of both. Emerging-
market governments can learn from Discovery and other firms that are using judicious incentives 
to nudge people towards sensible behaviour. Their people will be the healthier for it, as will their 
budgets.

Economist.com/blogs/schumpeter (http://www.economist.com/blogs/schumpeter) 
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Business and the euro crisis
Under the volcano
Europe’s companies are preparing for the worst. It will change them

“THERE is nothing sinister about this,” says the chief executive of 
a Portuguese drugs firm. “We have to consider: what would 
happen with inflation, how would we get credit, collect debts and 
pay our suppliers and workers?” For months he and other 
Portuguese bosses have been rehearsing plans for what to do if 
the euro zone fractures or breaks apart completely. Many firms 
also have formal contingency plans for a sudden exit by Portugal 
by itself.

Such planning is not just a matter for companies in threatened 
economies on the periphery. Even a partial break-up would be 
catastrophic for companies throughout the euro zone, and pretty 
dire elsewhere in Europe’s single market. Like a hard punch on the 
jaw, it would cause painful dislocation. New currencies would have 
to be introduced. Panic would seize the banks on which companies 
depend for funding. Economic growth would hit a wall.

This is not a calamity it is easy to plan for. News of a euro-zone 
fragmentation, if it comes, will come suddenly, like a declaration 
of war. Where countries leave, borders will likely be closed to 
prevent mass smuggling of euro notes and coins from “peripheral” 
euro-zone countries. Similar barriers are likely to paralyse cross-
border electronic payments, and maybe even telecoms traffic.

With the financial sector in disarray companies with operations 
across the euro zone would fend for themselves in each country. 
Where are their euro debtors and creditors? Which are the 
“German” euros, which “Greek” or “Italian”? A company treasurer 
would need this information on his desk in a couple of hours.

That would be just the beginning. A company used to operating 
across Europe, shuttling containers daily, flipping staff from one 
office to another, would have to rethink its entire portfolio against 
a background of market chaos, bank runs and supply-chain 
shocks. Should it split itself into two or more parts between a 
“core Europe” with a hard currency and a periphery with many 
weak ones? New treasuries, legal identities, communication and 
logistics systems and so on cannot be set up overnight. But the 



quicker a company can do it, and the more prepared it is now, the 
less its business will be disrupted.

The companies thinking the shouldn’t-be-thinkable in these ways 
are unwilling to share their insights. For one thing, good 
strategies, should there be any such, may be less good if too 
widely followed. And in a world already drained of confidence, one 
doesn’t have to be superstitious to think that talking about 
contingency plans makes them more likely to be needed. But 
plans are being hatched nonetheless.

Shell, an Anglo-Dutch oil giant, has three scenarios for the euro 
zone: what it calls “muddling through”, a deepening of monetary union, or a break-up. “It would 
surprise me if any well-run company were not preparing itself for the worst scenarios, however 
remote those may be,” says Leif Johansson, former chief executive of Volvo, a Swedish 
manufacturer of commercial vehicles, and chairman of both Ericsson, a Swedish telecoms firm, 
and the European Roundtable of Industrialists. Services are springing up to help companies 
prepare; in June FiREapps, an Arizona-based software provider, launched a new program to help 
companies understand how their foreign-exchange exposure might change in real time in various 
different reconfigurations of the euro zone.

All in it together

When not planning for every contingency they can think of, Europe’s industrial bosses oscillate 
between fear, anger and disbelief. The bad news is occasionally interrupted by what feels like a 
reprieve, such as last week’s German Bundestag vote in favour of more powers for the European 
Financial Stability Facility (EFSF), the main fund for bailing out troubled countries. But for the 
most part, as with this week’s troubles at Dexia, a Franco-Belgian bank, another downgrading of 
Italy’s credit rating, and delays in funding for Greece, the unending flow of woe feeds 
businesspeople’s fear. The fear then stokes the anger and disbelief. Company bosses long to yell 
“You’re fired!” at any number of European politicians. They find it inconceivable that Greece—
which with debts representing just 2% of euro-zone GDP is a tiny subsidiary, to their way of 
thinking—has been allowed to send the system spinning out of control.

For now, most companies still reckon a euro-zone break-up is unlikely. But for such a 
catastrophic event, even a small probability is worrying. What’s more, the fear of calamity causes 
real problems even if that calamity is averted. Many firms are considering whether to relocate 
investment either towards more financially solid countries inside the EU, or out of Europe entirely. 
That is why European business will be reshaped by this crisis even if the euro zone isn’t.

The worries come at a time when Europe’s bigger companies are, by some measures, doing very 
well. Analysts expect France’s largest 40 listed companies to increase profits by 15% this year to 
a level nearly equal to 2008’s record high. German industry is still benefiting from a massive 
surge in engineering orders. The country’s engineering association is predicting a 14% jump in 
production by its members to €199 billion ($266 billion) this year, just exceeding 2008’s record 
high.

During the recession of 2008-09, European companies took harsh measures to cut costs and 
improve efficiency. Despite a strong recovery in most firms’ profits, they have been reluctant to 
shoulder new fixed costs and keen to maintain flexibility, which should help them weather 
another downturn. More than two-thirds of 150 German firms recently surveyed by Roland 
Berger, a consultancy, said that the crisis of 2008-09 brought benefits in that it helped make 
them more competitive.

It was all going so well

As well as curbing their costs, European firms benefited from 
shifting their gaze abroad. Their rebound from the 2008-09 



recession was mainly driven by a diversion of corporate energy 
into Asia, Latin America, America and other overseas markets. 
German exports to China nearly doubled between 2008 and 2011. 
Volkswagen Group, Europe’s biggest carmaker, sold 1.7m cars in 
western Europe in the first half of 2011, just 2% more than for the 
same period in 2007. Sales to Asia, by contrast, leapt by 151% to 
1.3m. In general Europe’s big firms rely on European customers 
for only half their business (see chart 1). Unfortunately the effect 
of the euro crisis on the global economy is now becoming a drag 
on robust growth elsewhere.

Leading indicators such as purchasing managers’ indices suggest that the euro zone’s 
manufacturing sector is contracting at an accelerating rate. Companies are braced for a slowdown 
in orders. Lutz Goebel, the boss of Henkelhausen, a mid-sized German engine manufacturer, says 
his customers are already starting to procrastinate over purchases of new diesel engines. Volvo, 
says Mr Johansson, expects customers to start hesitating over big purchases. “If they wait one 
month,” he says, “that takes out a twelfth of the market.”

Firms which sell to governments have an added level of exposure. In one of the most striking 
responses to the euro crisis, Roche, a Swiss pharmaceutical firm, halted delivery of some of its 
drugs to state-owned hospitals in Greece this summer, following non-payment of its bills. The 
company may soon take the same tough approach with Spanish hospitals.

Smaller companies are particularly fearful. Many middling French engineering firms, says Jérôme 
Frantz, president of the Fédération des Industries Mécaniques, are preparing for a slowdown and 
drawing up plans to fire workers if necessary. Eric Chaney, chief economist at AXA, an insurer, 
says European firms are cutting production faster than slowing demand would require. The aim, 
he says, is to lower stocks and raise cash reserves in case of a liquidity crunch. Fears about the 
future thus quickly become self-fulfilling.

Finance is the area where European companies feel most vulnerable. The threat of another credit 
crunch terrifies them. French companies are already seeing a lending freeze as French banks 
become more conservative amid fears about their balance-sheets. A recent survey by the French 
association of corporate treasurers confirmed that financing conditions are worsening; companies 
are finding it harder to get bank funding, and are paying higher rates. One French carmaker 
recently asked for outside help to devise a plan to secure liquidity in the event of a euro-zone 
break-up.

Mr Frantz, whose 87-year old firm, Frantz Electrolyse, is a key supplier to Peugeot and Renault, 
France’s two big car manufacturers, says banks have not lent to companies like his since 2008. 
Small to medium companies have found other sources of credit, including government agencies. 
When his firm wanted to buy a new machine recently, Mr Frantz says, he got finance from Total, 
an oil and gas giant, in return for committing exclusively to use a Total chemical product.

German firms, too, face worsening conditions. According to Roland Berger’s recent survey, a third 
of companies are seeing a decline in banks’ willingness to lend. And Italy’s CIR Group, which has 
interests in car components, media, energy and health care, reckons that the cost of capital for 
Italian companies has gone up 30% over the past few months. The timing could not be worse. 
European companies will need to roll over a mountain of debt in the next few years. According to 
Standard & Poor’s, a credit-rating agency, European non-financial firms will be obliged to 
refinance $1.1 trillion of debt which will mature between 2011 and 2015, reflecting heavy reliance 
on cheap credit in the middle of the 2000s. That refinancing could be tricky, says the agency, not 
just because of banks’ reluctance to lend but also because credit-gobbling governments could 
crowd out corporate borrowers.

The head of Britain’s Association of Corporate Treasurers advises his members to “keep calm and 
carry on” under the threat of scarcer and more costly finance. Recognising that that is hardest for 



small and medium-sized firms, the British government is expected to start a programme of 
buying bonds issued by such firms as part of its measures to pump more money into the 
economy.

Cash problems, credit problems

The bigger, cash-rich companies have another problem: where to keep their money while they 
are waiting for a better investment climate. Many have been pouring deposits into German and 
French banks. For Siemens, Germany’s largest company by market capitalisation, even that may 
have seemed too risky. Last month, according to the Financial Times, it withdrew €500m from 
Société Générale, a French bank, and moved it to the European Central Bank in search of a 
haven. French businesspeople were outraged that Siemens would do such a thing, and, worse, 
talk about it afterwards. Also in September, Match.com, the American owner of Meetic, a French 
online dating service, told its subsidiary to dump its French bank and switch to an American one. 
At the end of the month, LVMH, a luxury-goods group, sent most of its cash hoard to 
shareholders in Bulgari, an Italian firm, to close its purchase of the company. “Now I don’t have 
to worry about which European bank our money is safest in,” says Jean-Jacques Guiony, the 
group’s chief financial officer.

Faced with slowing sales and a lack of access to credit, companies may have to cut costs 
further—hard when they are already uncomfortably lean. Rodolfo de Benedetti, chief executive of 
the CIR Group, says that to squeeze costs any more, his firm would have to summon up new 
reserves of creativity and re-engineer its processes. Some of this could in turn require new 
investment. Companies may take more drastic steps this time than they took in 2008, such as 
closing down entire divisions rather than trying to trim them incrementally.

The best strategy for a European company, it would seem, is to have as little exposure to Europe 
as possible. Investors and banks are busy drawing up lists of the companies which have the 
highest proportion of sales to countries outside Europe. Bad luck for France Télécom, for 
instance, with 92% of its sales in Europe. But good news for a group like LVMH, with just 34% of 
its revenues earned in Europe thanks to Asian consumers’ seemingly endless appetite for its 
baubles.

The first priority for many firms is to reduce their exposure to the most troubled peripheral euro-
zone countries. Telefónica, a Spanish communications group, announced in September that it 
would consolidate its Spanish business with its European and global headquarters in London. This 
is a natural progression after its 2006 purchase of O2, a mobile-phone operator based in Britain 
that is now the main focus of the company’s European business. But it is also an undeniably 
convenient moment to be pulling its centre of gravity away from Spain. The acquisition of 
Hochtief, a big German rival, has provided the Spanish construction group ACS with a similarly 
timely way to reduce its reliance on Spain’s construction sector.

The next goal for many European 
firms is to move even quicker into 
fast-growing emerging economies. 
The euro crisis, say business 
leaders, simply makes such 
diversification even more urgent 
than it was before. E.ON, 
Germany’s biggest utility, is selling 
billions of euros of European assets 
in order to shift its focus to 
emerging markets. Klöckner & 
Company, a Mittelstand firm which 
trades metals globally, bought a 
Brazilian trading company in May, and is preparing to open a China office.



Despite their interest in markets elsewhere, European businesses remain deeply committed to 
the EU’s single market at home, and desperate that the euro-zone crisis should not threaten it. 
Mutual recognition of national product rules means that a company anywhere in the EU can sell to 
100m households, a market larger than America’s. It is thanks to the single market, says Mr 
Johansson, that Volvo has been able to reach outside Europe to achieve more than 30% of its 
sales in countries such as India and China; a restructured, competitive European manufacturing 
base and a strong home market were the crucial foundation.

Being able to reach a large market has been a particular benefit for small and medium-sized 
companies. Executives are grateful that they no longer have to deal with competitive currency 
devaluations in Europe. The old hedging strategies they had to employ were complex and often 
did not work. They were also difficult for small to medium-sized businesses to use.

Enthusiasm for the single market does not preclude ruthlessness about the euro zone. “You need 
to know…who’s inside the boat, who’s outside the boat and fix it,” growls Carlos Ghosn, chief 
executive of carmakers Renault and Nissan. Other bosses have taken a similarly pragmatic line; 
eliminate uncertainty, they say, even if that means tossing some countries out of the single 
currency area.

If they ruled the world

Germany is divided. Big firms tend to favour further support for indebted euro-zone members. 
Mittelstand firms (medium-sized, owner-managed companies which often dominate global niches) 
bitterly oppose it. Just before Germany’s vote empowering the EFSF four lobby groups for the 
country’s biggest companies wrote urging parliamentarians to vote “yes”. But Die 
Familienunternehmer, a lobby group for family firms, said Germany must refuse. The reason, 
says Mr Goebel, who is president of Die Familienunternehmer as well as running his own firm, is 
that family business owners are personally liable for debts, which makes them more prudent. 
They would rather endure a Greek default than burden Germany with more debt.

Many executives in Germany and elsewhere are uncomfortable 
with the idea of Eurobonds which would entail the most 
creditworthy countries guaranteeing the debts of the weakest. And 
in general support for reinforcing Europe’s safety nets among 
European businesspeople seems to be strongest in the countries 
that might have most to gain from such interventions (see chart 
2). But a majority of Europe’s businesspeople definitely wants 
politicians to do more to hold the euro zone together.

That they don’t think the politicians are delivering on this is what 
makes them angry. Chief executives, especially in southern 
Europe, were already cross with their politicians. Now they are 
livid. This week, Diego Della Valle, chief executive of Tod’s, a luxury Italian leatherware brand, 
blasted Italian politicians in the country’s main newspapers, calling them incompetent and ill-
prepared to deal with the crisis facing Europe. Sergio Marchionne, chief executive of Fiat, Italy’s 
biggest private company, has in the past threatened to make fewer cars in Italy because of 
inflexible labour laws. On October 3rd he said Fiat would pull out of Confindustria, Italy’s 
employers’ association, and negotiate its own labour deals. The company, he said, “cannot afford 
to operate in Italy in an environment of uncertainty that is so incongruous with the conditions 
that exist elsewhere”. While Fiat denies plans to move production elsewhere, statements like that 
keep speculation rife.

But while businesspeople are both angry and scared, they are not blind to the fact that there may 
be opportunities. Even if things work out well, eggs will be broken on a scale that promises some 
industrial omelette-making. For example, to ensure that it stays in the euro zone and meets its 
commitments to reduce its debt, Portugal will shortly embark on a radical privatisation 
programme. TAP, the airline, ANA, the airport management company, and part of RTP, the public 
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TV network, will all be up for sale. Given the constraints of the schedule and the financing 
environment, the assets should go for reasonable prices. “Buyers will make a killing,” splutters 
one Portuguese executive. At least some of those buyers will be businesses from elsewhere in the 
euro zone. Pedro Passos Coelho, Portugal’s prime minister, has already invited Germany’s 
Lufthansa to snap up TAP. Like Portugal, Spain and Ireland will sell some crown jewels, and the 
buyers may find rich pickings in the rubble.
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Steve Jobs
A genius departs
The astonishing career of the world’s most revered chief executive

IT WAS always going to be a hard 
act to follow. On October 4th Apple 
staged a press conference to 
launch its latest iPhone and other 
gadgets. Tim Cook, the computing 
giant’s new chief executive, and his 
colleagues did a perfectly 
competent job of presenting its 
latest wares. But it was inevitable 
that comparisons would be drawn 
between Mr Cook’s understated 
approach on stage and that of 
Steve Jobs, his predecessor, whose 
sense of showmanship had turned so many Apple product launches into quasi-religious 
experiences. The news the following day that Mr Jobs had finally died following a long battle with 
cancer turned the feeling of disappointment into one of deep sadness.

Many technologists have been hailed as visionaries. If anyone deserves that title it was Mr Jobs. 
Back in the 1970s, the notion that computers might soon become ubiquitous seemed fanciful. In 
those days of green-on-black displays, when floppy discs were still floppy, he was among the first 
to appreciate the potential that lay in the idea of selling computers to ordinary people. More 
recently, under his guidance, Apple went from being a company on the brink of bankruptcy to a 
firm that has reshaped entire industries and brought rivals to their knees. Rarely in corporate 
history has a transformation been so swift. Along the way Mr Jobs also co-founded Pixar, an 
animation company, and became Disney’s biggest shareholder.

Few corporate leaders in modern times have been as dominant—or, at times, as dictatorial—as 
Mr Jobs. His success was the result of his unusual combination of technical smarts, strategic 
vision, flair for design and sheer force of character. But it was also because in an industry 
dominated by engineers and marketing people who often seem to come from different planets, he 
had a different and much broader perspective. Mr Jobs had an unusual knack for looking at 
technology from the outside, as a user, not just from the inside, as an engineer—something he 
attributed to the experiences of his wayward youth.

An adopted child, Mr Jobs caught the computing bug while growing up in Silicon Valley. As a 
teenager in the late 1960s he cold-called his idol, Bill Hewlett, and talked his way into a summer 
job at Hewlett-Packard (HP), where he met Steve Wozniak (pictured above with Mr Jobs). But it 
was only after dropping out of college, travelling to India, becoming a Buddhist and 



experimenting with psychedelic drugs that Mr Jobs returned to California to co-found Apple with 
Mr Wozniak, in his parents’ garage, on April Fools’ Day 1976. “A lot of people in our industry 
haven’t had very diverse experiences,” he once said. “So they don’t have enough dots to connect, 
and they end up with very linear solutions.” His great rival, Bill Gates, he suggested, would be “a 
broader guy if he had dropped acid once or gone off to an ashram when he was younger.”

Dropping out of his college course and attending calligraphy classes instead had, for example, 
given Mr Jobs an apparently useless love of typography. But support for a variety of fonts was to 
prove a key feature of the Macintosh, the pioneering mouse-driven, graphical computer that 
Apple launched in 1984. With its windows, icons and menus, it was sold as “the computer for the 
rest of us”. Mr Jobs expected to sell “zillions” of his new machines. But the Mac was not the swift, 
mass-market success that he had hoped for, and Mr Jobs was ousted from Apple by its board in 
1985. Deprived of hallucinogenic drugs though he might have been, Mr Gates emerged as the 
undisputed champion of the personal-computer era. Most of the world adopted Microsoft-
compatible PCs. The Mac became a niche product, much loved by graphic designers, artists and 
musicians.

Yet this apparently disastrous turn of events proved to be a blessing: “the best thing that could 
have ever happened to me”, Mr Jobs later called it. He co-founded a new firm, Pixar, which 
specialised in computer graphics. It eventually went on to produce a string of hugely successful 
movies, including “Toy Story” and “Cars”. Mr Jobs also established NeXT, another computer-
maker, which produced sophisticated workstations. Its products were admired for their elegant 
software, but the company struggled to make money and changed direction repeatedly.

Mr Jobs’s remarkable second act began in 1996 when Apple, having lost its way, acquired NeXT, 
and Mr Jobs returned to put its software at the heart of a new range of Apple products. And the 
rest is history: Apple launched the iMac, the iPod, the iPhone and the iPad, and (briefly, in 
August) became the world’s most valuable listed company. “I’m pretty sure none of this would 
have happened if I hadn’t been fired from Apple,” Mr Jobs said in 2005. When his failing health 
forced him to step down as Apple’s boss in August, he was hailed by some as the greatest chief 
executive in history.

Three-way marriage

In retrospect, Mr Jobs was a man ahead of his time during his first stint at Apple. Computing’s 
early years were dominated by technical types. But his emphasis on design and ease of use gave 
him the edge later on. Elegance, simplicity and an understanding of other fields came to matter 
in a world in which computers have become fashion items, carried by everyone, that can do 
almost anything. “Technology alone is not enough,” said Mr Jobs at the end of his speech 
introducing the iPad 2, in March 2011. “It’s technology married with liberal arts, married with 
humanities, that yields the results that make our hearts sing.” It was an unusual statement for 
the head of a technology firm.

This interdisciplinary approach was 
backed up by an obsessive 
attention to detail. A carpenter 
making a fine chest of drawers will 
not use plywood on the back, even 
though nobody will see it, Mr Jobs 
said, and he applied the same 
approach to his products: “For you 
to sleep well at night, the 
aesthetic, the quality, has to be 
carried all the way through.” He 
insisted that the first Macintosh 
should have no cooling fan, so that 



The faithful pay tribute

it would be silent—putting user needs above engineering convenience. He called an engineer at 
Google one weekend with an urgent request: the colour of one letter of Google's on-screen logo 
on the iPhone was not quite the right shade of yellow. He often wrote or rewrote the text of 
Apple’s advertisements himself.

His on-stage persona as a Zen-like mystic notwithstanding, Mr Jobs was an autocratic manager 
with a fierce temper. But his egomania was largely justified. He eschewed market researchers 
and focus groups, preferring to trust his own instincts when evaluating potential new products. “A 
lot of times, people don’t know what they want until you show it to them,” he said. His judgment 
proved uncannily accurate: by the end of his career the hits far outweighed the misses.

Although his authoritarian streak was well known, Mr Jobs was nevertheless good at attracting 
talent. Jonathan Ive, Apple’s design guru, Phil Schiller, its marketing leader, Scott Forstall, the 
head of its mobile-software operation and Mr Cook, the firm’s new chief executive and former 
chief operating officer, are all world-class managers. When he was asked how he chose members 
of his team, Mr Jobs said he always looked for bright and competent people. But more important, 
he added, was to find people who cared a great deal about precisely the same things that 
mattered to him.

The strength of Apple’s senior team is one reason that the firm’s share price barely flinched when 
news emerged last month that Mr Jobs was relinquishing his role as chief executive and becoming 
executive chairman. Another is that he left it in an extremely good position to take advantage of 
changes sweeping through the world of technology (see our special report this week). Under his 
guidance, Apple has developed not just amazing hardware, but also “cloud” based services such 
as its iTunes online music store and its new “iCloud” service, which allows people to store all sorts 
of content on Apple’s servers and access it on all sorts of devices.

Perhaps the most striking thing about Mr Jobs’s reign, however, was his ability to see beyond the 
business that rivals were fixated on. For years, Apple relied on its Macintosh computers to 
generate much of its revenue. But in 2007 the company dropped the word “Computer” from its 
name and Mr Jobs began telling anyone who would listen that the world was entering a post-PC 
era in which all sorts of computing devices would be used, some of which would eclipse the PC. 
Rivals pooh-poohed such pronouncements. But now many are struggling to adapt to a market in 
which smartphones and tablet computers have become wildly popular.

Oh, and one more thing

Another striking—and often 
underappreciated—aspect of Mr 
Jobs’s success was his ability to say 
no. At a company like Apple, 
thousands of ideas bubble up each 
year for new products and services 
that it could launch. The hardest 
thing for its leader is to decide 
which ones merit attention. Mr Jobs 
had an uncanny knack of 
winnowing out the wheat from the 
mountains of chaff.

It remains to be seen whether his disciples who are now running the show can make equally 
smart choices, and whether Apple will be able to prosper without its magician-in-chief at the 
helm. The lukewarm response to this week’s launch of its new iPhone 4S should give some cause 
for concern. Without Mr Jobs, Apple suddenly looked much more like just another technology 
firm, rather than a producer of magical products that excite the world. With Google and its allies 
chasing it in smartphones, and Amazon’s launch of a bold new tablet computer, Apple faces 
serious competition for the first time in the new markets it has created.
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Thanks to Mr Jobs, the company has a great head start. But Mr Cook and his colleagues now 
need to show that some of the magic of the man who took Apple from the brink of disaster to 
world domination has rubbed off on them.

Correction: The engineer Steve Jobs called one weekend to correct the colour of a logo worked 
at Google, not Apple, as originally stated in this article. (It was Vic Gundotra: read his account of 
the incident.) This was in 2008, when Apple and Google were still allies rather than rivals.
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Western banks
Danger everywhere
The debt crisis in Europe is draining confidence in banks

“THIS brutal lack of confidence” is 
how the chief executive of one of 
Europe’s biggest banks describes 
the situation facing his firm and its 
peers. The catalogue of troubles 
afflicting the institution (call it Bank 
X, so as not to punish it for its 
candour) shows how worrying the 
outlook has become for big banks, 
and hence for the real economy.

A bank-funding crisis that started 
on Europe’s periphery with worries 
over Greek, Irish and Spanish 
banks has now infected the core of the West’s financial system. The governments of France and 
Belgium said this week they would stand behind the debts of Dexia, a perennially troubled lender, 
while also engineering a break-up of the bank. Across the Atlantic shares in American banks 
whipsawed on worries about a Greek default and rumours of policy breakthroughs.

For Bank X, the most pressing issue is a freezing of funding markets as investors ponder the 
potential impact of losses that banks may take on their holdings of euro-zone government bonds. 
American money-market funds have almost completely withdrawn dollar funding from European 
banks over the past few months. This is forcing them to sell dollar assets. Some of these 
transactions will do no harm to the sellers: there are buyers at reasonable prices. But Bank X is 
also cutting traditional banking activities denominated in dollars. Some of these include critical 
functions such as trade finance.

A bigger worry is a freeze in euro funding. Institutional bondholders such as pension funds and 
insurers have refused to buy unsecured European bank debt in any meaningful quantities since 
early summer, and balk entirely at durations longer than two years. “There are a lot of banks that 
would be willing to give away assets if they could, just so they don’t have to fund them,” says 
one investment banker. Bank X is trimming euro assets, accelerating plans to cut the size of its 
balance-sheet. Other lenders are doing the same. That risks driving down asset prices, forcing 
lots of banks to mark down equivalent assets and erode capital. Deleveraging also means a 
reduction in lending activity.



Equity investors are running scared. The shares of European 
banks have fallen by 40% over the past three months. On both 
sides of the Atlantic share prices are close to the lows they 
reached in 2008 (see chart 1). That is unnerving customers and 
making it harder for banks to pull themselves up by their own 
bootstraps. “Today you can’t raise capital, even from existing 
shareholders, unless you can tell a story on Europe,” says the 
Bank X boss.

Added to all this is a worry about the underlying profitability of 
banks. It was hoped that retained profits would provide a lot of 
the capital that European banks need over the next few years to 
offset losses and meet higher capital requirements. But subdued 
capital-markets activity and write-downs on Greek debt (with the 
prospect of more to come) are hurting earnings. Deutsche Bank 
said this week that it would miss its year-end profit target.

Euro-zone leaders may finally be grasping the need to act more 
forcefully. Talk of a co-ordinated recapitalisation of European banks sparked a rally in markets 
around the world on October 4th. Most policymakers now accept that stress tests of the 
continent’s banks in July were nowhere near tough enough to restore confidence. Dexia, for 
instance, passed with flying colours: its capital was expected to dip to a still-solid 10.4% of risk-
weighted assets under the “adverse” scenario.

Regulators are now talking about quickly rerunning the tests using the data they already have but 
factoring in the impact of sovereign restructurings. They are also likely to require banks to hold 
more capital to pass. Depending on the threshold that is set, banks may have to raise €100 
billion-200 billion ($133 billion-267 billion). With private markets unlikely to provide much more 
than a sliver of that cash, governments and the European bail-out fund would have to do the 
rest. One option being floated is that governments inject convertible capital into the banks, 
avoiding dilution of existing shareholders but providing reassurance of support.

As important will be efforts to reopen funding markets to banks. One possibility is for 
governments to guarantee the bonds that banks issue, as they did in 2008 and as France and 
Belgium are said to be considering in the case of Dexia. The European Central Bank, which was 
due to meet after The Economist went to press, may well offer banks unlimited liquidity for longer 
periods than it has been doing. If it extended 24-month loans, then private investors would be 
encouraged to lend to banks for periods up to that duration as well.

American banks are not as directly exposed to the debt crisis as 
European lenders, many of which are stuffed to the gills with the 
bonds of their own governments. But uncertainties about where 
exactly the exposures they have lie prompted some wild 
movements this week in US bank shares and in the price of credit-
default swaps (CDS), a type of insurance against default. Early on 
October 4th CDS spreads on Morgan Stanley bonds reached a 
three-year high. Spreads tightened later in the week, but the price 
of taking out insurance contracts on American banks is heading 
back towards territory last seen in 2009 (see chart 2).
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That may reflect banks’ earnings prospects more than a genuine fear of failure. “Nobody wants to 
be long CDS on any of the brokers going into the earnings meat-grinder for [the third quarter],” 
says Chris Whalen of Institutional Risk Analytics, who sees “no risk of failure” for Morgan Stanley 
or Goldman Sachs. A difficult economic climate means non-performing loans will probably rise. 
And the wave of attacks on the banks, whether through lawsuits or legislation, is unrelenting.

The risk of litigation was highlighted on October 4th when the Department of Justice and the 
state of New York brought an action against BNY Mellon, an asset manager, for allegedly 
defrauding customers on currency transactions. The bank denies wrongdoing and says the lawsuit 
is based on a “fundamental misunderstanding”.

Bank bosses say much the same thing about the state of their share prices but investors do not 
yet believe them. As Thomas Jalics, an analyst at Key Bank in Cleveland, observed in front of a 
display of blinking share-price numbers this week: “If Armageddon doesn’t happen, the stocks 
are cheap. It’s a big if.”
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Let’s get ready to fumble

Solving the euro-zone crisis
The plan to have a plan
Policymakers are a long way from forming a coherent strategy

BANKS’ woes have stolen the headlines this week. But the real 
reason to worry about Europe is that policymakers are still flailing 
in their efforts to come up with a big plan, fast, to get to grips 
with the region’s debt crisis. From how to deal with Greece to how 
to build a firewall around solvent but illiquid countries such as 
Italy, Europe’s progress is hampered by the usual mixture of 
public bickering and behind-the-scenes brinkmanship.

The biggest confusion is over Greece, where European politicians 
are sowing short-term uncertainty by holding off on the 
disbursement of the next €8 billion ($10.7 billion) tranche of its 
first rescue package while jangling nerves with (another) public 
debate about whether the country needs a bigger debt 
restructuring. After initially promising to decide on October 3rd 
whether Athens would get its cash, European finance ministers 
this week put off a decision until November.

The reluctance to disburse this money is purely tactical, designed to push the Greek government 
into more reforms. Neither of Greece’s two paymasters, the Europeans and the IMF, are 
considering withholding cash long enough to allow a chaotic default. But with no big bond 
payments due in the coming weeks, they see little risk in waiting a bit longer and wringing more 
action out of Athens.

The bigger problem is what comes next. In July Greece’s rescuers agreed that it would need a 
new bail-out plan to include a “voluntary” debt restructuring by private banks along with fresh 
dollops of official funds. The terms of this deal were always dubious: it did too little to reduce 
Greece’s debt burden and was too generous to the banks. Given the price that Greek debt now 
trades at, the deal is widely regarded as obscenely sweet.

Some officials from Germany and several other northern European countries want to start 
negotiating a more severe write-down of Greek debt with the banks. Others think a more modest 
tinkering would be enough: Jean-Claude Juncker, head of the Eurogroup of euro-zone finance 
ministers, said on October 4th that “technical revisions” were being discussed. Others still, 
notably those from the euro zone’s more embattled economies, are appalled. “No, no. I insist 
no”, was the response of Spain’s finance minister to the prospect of a bigger Greek write-down.

How deeply Greece’s private debt is restructured will ultimately depend on how far the Germans 
push and how much the European Central Bank (ECB), which has long opposed any debt write-
down, resists. The views of the ECB are also central to another, even more important component 
of any overall rescue plan—how to build a firewall around Italy and Spain.
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The ECB is the obvious lender of last resort to governments but it is reluctant both to continue 
buying these countries’ bonds and to lend money to bolster the capacity of the European 
Financial Stability Facility (EFSF) to do so. “I am not in favour of bail-out funds refinanced by the 
ECB,” was the flat verdict of Jean-Claude Trichet, the ECB’s outgoing president, in testimony to 
the European Parliament this week.

With the ECB unwilling to help, Europe’s policymakers are scrambling for other ways to build the 
firewall. One widely discussed option is for the EFSF to guarantee the first 20% loss on any new 
bonds issued by countries under pressure. It would have enough money to do that without 
borrowing from the ECB, but not if it uses up lots of ammunition recapitalising banks. Another 
possibility being touted is for the EFSF to borrow money from public institutions that already have 
a banking licence (and so can get liquidity from the ECB), such as the European Investment Bank 
or individual countries’ development banks.

A third possibility is to accelerate the creation of Europe’s permanent bail-out facility, the 
European Stability Mechanism, currently due to be set up in 2013. Since this institution would 
have paid-in capital of €80 billion, the theory is that the ECB might be more willing to lend to it. 
Other more exotic options are also in the hopper. On October 5th the IMF’s European director 
hinted that the fund could create a special-purpose vehicle to buy sovereign bonds—though he 
quickly issued a “clarification” that nothing of that sort had been discussed with its members. 
Many of them would be appalled.

The sheer ingenuity of some of these ideas is impressive. But no amount of financial engineering 
can hide a basic truth. In the short term the ECB is the only institution that can be an effective 
lender of last resort to the euro zone’s big, illiquid sovereigns. The more distance there is 
between the ECB and the firewall that is eventually constructed, the less useful it will be. “This 
has been the week of silly proposals,” says one observer. “The question for the world is whether 
we will move on quickly to serious ones.”
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Buttonwood
A crisis carol
Things are starting to look depressingly familiar

LIKE Ebenezer Scrooge, the markets are being haunted by the 
Ghost of Crises Past. This particular spectre hails from 2008, as 
plunging stockmarkets and worries about the health of the 
banking system call to mind events of three years ago.

Once again politicians are grappling with the problem of moral 
hazard. In 2008 the question was: why should American taxpayers 
protect Lehman creditors from the consequences of their own 
failure to monitor risks taken by the investment bank? Now the 
questions are: why should northern European taxpayers be 
required to subsidise Greek voters given their failure to control 
their own government? And why should those same taxpayers be 
required to save banks from their failure to monitor the extent of 
their exposure to Greece?

The Lehman example illustrates the dangers of a wrong answer. The American authorities 
decided to let Lehman fail pour encourager les autres. But the result was a collapse of confidence 
in the banking system. Let Greece fail chaotically, and let banks bear a significant part of the 
cost, and the result might be another run on the banks and on the debt of other euro-zone 
members like Spain and Italy.

This crisis has been building for a couple of years but all along the European authorities have 
been in a state of denial. First, they said that Greece would not need a rescue. It has needed two. 
Then they said that Greek problems would not spread to other countries. They duly did. Then 
they said that banks would not need recapitalising because sovereign nations would never 
default. They now seem to be facing reality on this score.

Such dithering is to confidence what termites are to wooden roof beams. European bank shares 
have fallen by 40% this summer; in the third quarter investors in European subordinated bank 
debt lost almost 13%. In the end the European authorities will surely keep the banks safe, just as 
they did in 2008 (Dexia, a Franco-Belgian behemoth, is now heading for its second bail-out). But 
there is a further, worrying similarity with the previous crisis—the lack of a clear message from 
the authorities.

Three years ago the American government seemed to react to each problem with a different 
solution. It supported a private-sector rescue of Bear Stearns, nationalised Fannie Mae and 
Freddie Mac, let Lehman die and then pumped money into AIG, an insurance giant. In some 
cases it penalised shareholders and protected creditors; at Washington Mutual, holders of 
unsecured debt were made to bear losses. All this created a climate of uncertainty in which 
investors decided to sell first and ask questions later.
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Europe’s leaders cannot seem to agree on anything. Should private-sector creditors be forced to 
take losses? How big should the euro zone’s bail-out fund be, and how broad its scope? 
Governments have taken one line, the European Central Bank another, sometimes the European 
Commission has taken a third. After the IMF meetings in September British newspapers were full 
of reports of a plan to ramp up the European Financial Stability Facility by letting it borrow 
money. But then Wolfgang Schäuble, the German finance minister, said: “I don’t understand how 
anyone in the European Commission can have such a stupid idea.” It makes America’s debt-
ceiling negotiations look like best practice.

The lack of a clear plan has only made investors more nervous. Another example of confusion 
occurred in early October with hints that private-sector bondholders would be required to take 
bigger hits on Greek debt than they have already signed up for. That only increased the fears 
about the banking system.

The parallels with 2008 raise a further issue. The developed world seems to be facing another 
recession even though it has seen three years of substantial fiscal and monetary stimulus. 
Although there is talk of more quantitative easing in America and Britain, the spectre that haunts 
policymakers—the Ghost of Crises Present, if you like—is that they no longer have enough 
ammunition to deal with the problem.

And then there are the longer-term issues. Europe has to face up not only to its debt burden but 
also to the prospect of ageing (and in some cases, shrinking) populations. Those populations 
have been promised benefits to which they feel entitled, and have grown used to a standard of 
living that may have been exaggerated by the availability of cheap credit. Their expectations will 
have to be managed downwards: a tricky process, as Greece is demonstrating. That may be the 
Ghost of Crises Yet-to-Come.

Economist.com/blogs/buttonwood (http://www.economist.com/blogs/buttonwood) 
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Spain’s banks
Bring out your dead
Spain’s worst banks get a new owner: the taxpayer

AT LAST. Three years after Spain’s decade-long construction boom ended, Spain is finally 
nationalising some of its weakest lenders (having briefly seized two small savings banks earlier in 
the crisis). On September 30th the state took over three savings banks, or cajas, valuing their 
equity at close to zero. Banco CAM was seized in July. Others could follow.

The nationalisations were expected. Lenders had to meet minimum capital requirements by the 
end of September or swallow public funds. Two more cajas have been granted an extension but 
will also fall into state hands if they can’t find private capital by the end of this month.

The valuations were lower than expected, however. The state paid a token €1 ($1.33) for the 
whole of Unnim. CatalunyaCaixa was valued at 0.09 times book value, giving the state 90% of 
the shares; it got 93% of NovaCaixaGalicia.

Basement prices are a reminder of the two big problems still dogging the Spanish banking 
system. One is banks’ exposure to property developers: at €308 billion, the total of outstanding 
loans has barely budged since the start of the crisis. The other is dwindling profitability. Spanish 
lenders have €110 billion in wholesale debts coming due next year. With funding markets closed, 
banks have little choice but to compete fiercely for deposits or lend less. In the meantime, 
reliance on European Central Bank funding is increasing.

The state of Banco CAM in particular has fuelled doubts about the credit quality of other lenders 
and hurt the Bank of Spain’s reputation for tight supervision. After administrators had combed 
the books, the savings bank reported a loss of €1.1 billion for the first half of the year; its 
troubled-loan ratio has more than doubled from 9.1% in December. Over half of its property 
assets are non-performing.

The head of the Bank of Spain, Miguel Ángel Fernández Ordóñez, has admitted that CAM was “the 
worst of the worst” but says the other nationalised lenders should not be compared to it, just as 
the health of Madrid’s citizens should not be extrapolated from autopsies of the dead. It is 
possible that this kind of comment will make it harder to complete the auction of CAM.

The question that has hung over the industry for months, whether still more capital will be 
needed, has not gone away. Spanish lenders have already set aside €105 billion in provisions for 
bad loans, but more will be needed if the economy stagnates. So far the state has injected €17.6 
billion, or less than 2% of GDP, into the banks via its bail-out fund. Santiago López Díaz of Exane 
BNP Paribas believes at least €40 billion more will be needed.

Luis Garicano of the London School of Economics goes higher still. He estimates that the capital 
required could total up to €100 billion, around 10% of GDP. Mr Garicano believes Spain wouldn’t 
be able to raise that much money in a hurry, and would have to seek help from the European 
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Financial Stability Facility, the euro zone’s bail-out pot. Spain will probably get a new government 
next month; its problems are very long in the tooth.
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Commoner than you’d think

Shorting China
Panda bears
Betting against China is in vogue

ONE year ago bears on China were 
a rare species. People scoffed at 
Jim Chanos, a well-known short-
seller, who predicted that China 
would end up “like Dubai times 
1,000, or worse”. Nor did they 
heed Hugh Hendry, the eccentric 
boss of Eclectica Asset 
Management, who posted a 
homemade video of himself 
wandering Chinese streets and 
gawking at abandoned skyscrapers 
on YouTube.

The view that China is heading for 
a sharp slowdown has now caught on. Few go so far as to predict an Emirate-style crash, but talk 
of a “hard landing” is rife. Concerns abound that a sharp Western slowdown could cripple demand 
for Chinese exports, that shadow lending and local-government debt are out of control and that 
property prices are bound for a correction. Fraud allegations against several Chinese firms have 
made investors jittery, too.

So pervasive is the gloom that one Chinese hedge-fund manager who isn’t “that bearish on 
China” describes his position as “contrarian”. Société Générale recently released a report saying 
China is the “world’s most crowded short”. In Hong Kong, where many bears express their views 
on China because it is not possible to short mainland stocks, long positions still outnumber shorts 
by six to one. But that’s down from 11 to one in January, according to Data Explorers, a research 
firm.

Pessimists have focused on industries that would be hardest hit by government tightening or a 
sustained slowdown, which means property and construction companies in particular. Anhui 
Conch Cement, China’s largest cement manufacturer, is the most commonly shorted Chinese 
company listed in Hong Kong. Commodities such as copper have also been battered recently, as 
have financial stocks. Some investors are more creative. Mark Hart of Corriente Advisors, a 
hedge fund, has bought put options on the yuan, betting that the value of the currency will 
decline. Mr Hendry has purchased credit-default swaps on Japanese firms that are heavy 
exporters to China.

Pessimism has proved profitable recently. Hong Kong’s Hang Seng index has dropped by more 
than 29% so far this year, more than the French and Spanish stockmarkets. Mr Hendry’s “short 
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China” fund was reportedly up by nearly 40% in the year to August. Messrs Chanos, Hart and 
Hendry had positions in place for a while before there were any signs of China wobbling, 
however. Without a sustained fall in asset prices, it is unclear whether they will make back much 
more than they spent.

An executive at a large hedge fund that went “net short” on China in the spring says that the 
trade is riskier now that equity prices have declined so much. “If you’re shorting shares at seven 
to eight times earnings, it’s a bold bet,” he says. Investors face the additional risk of being 
caught in a “short squeeze”, when the price of a stock is pushed up and short-sellers have to 
cover their positions. Regulators could also intrude: there are calls for a ban on shorting in Hong 
Kong. Needless to say, that hasn’t stopped the bears from warning that China has further to fall. 
Mr Chanos, who has never been to China, is rumoured to have a trip planned this month to Hong 
Kong. He will get a more admiring reception now than he would have 12 months ago.
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Bond investing
Death by low yields
Bond-fund managers face a dilemma

MONEY-MARKET fund managers have been in pain for some time. Investors withdrew $151 billion 
from such funds, which invest in short-term securities, in the first nine months of the year, 
according to EPFR Global, a research firm. They took out almost $508 billion in 2010. With 
interest rates close to zero, money-market funds cannot offer a decent return. Many managers 
have been forced to waive their fees.

A similar problem now faces the managers of bond funds. The 
Federal Reserve has signalled that it intends to keep interest rates 
low for another two years. All Treasury bonds that mature before 
2016 offer a yield of less than 1% a year; even the ten-year bond 
pays less than 2%. It is now hard to offer a yield that, after fees, 
looks attractive to retail investors. The yield on mutual funds that 
invest in Treasuries is less than half its level of a decade ago, 
according to Lipper, another research outfit (see chart).

British fund managers face a similar problem. “Every single gilt 
offers a yield that is less than inflation,” says Mike Amey, who 
manages sterling portfolios for PIMCO, a fund-management group. 
The situation is unlikely to improve, in Mr Amey’s view, since the Bank of England is determined 
to keep interest rates low. That means he is looking for opportunities in the corporate-bond 
market, especially as many companies have strengthened their balance-sheets in recent years, 
and also at bonds issued by emerging-market governments, many of which have lower debt-to-
GDP ratios than their counterparts in the developed world.

This portfolio shift is one of the aims of quantitative easing. Central banks want to encourage 
institutional investors to provide more credit to the corporate sector. The problem, however, is 
that markets have not been kind in recent weeks to those fund managers who have taken the 
plunge. Worries about the strength of the global economy have caused investors to sell riskier 
assets and stampede for the safety of government bonds.

As a result European and British corporate bonds delivered negative returns in the third quarter. 
In the high-yield bit of the market, American bonds returned -5.2% in the third quarter and 
European bonds -10%. Clients have reacted accordingly: EPFR Global says that $14.9 billion was 
withdrawn from high-yield bond funds in the third quarter.

That makes the extra yields now on offer from corporate bonds even more enticing. “History 
suggests that when you get these kinds of yields, it’s a good time to close your eyes and start 
buying bonds,” says Chris Iggo of AXA Investment Managers. If government-bond yields stay at 
current levels for long, fund managers may have little choice.
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India’s economy
Not just rubies and polyester shirts
Is India becoming an export powerhouse?

IT IS common to posit that India’s economy is more self-contained 
than China’s. Lately the facts have got in the way. In dollar terms 
China still sells five times more than India, but relative to output, 
exports of goods and services from India have been chugging up 
while those from China have fallen. Measured this way the two 
countries are converging (see chart).

This runs so counter to gut instinct— India is meant to be 
hopeless at making things—that many mutter about unreliable 
data. Some reckon firms are over-invoicing for exports to ship 
black money back into the country. But Sajjid Chinoy of JPMorgan 
Chase has tallied the official figures against India’s trade partners’ 
numbers and data on port traffic. He says the conspiracy theories are flimsy.

Two shifts are happening. First, India no longer only sells simple things such as jewels. A decade 
ago engineering and petrochemicals were 14% of goods exports; now they are 42%, says Rohini 
Malkani of Citigroup. Second, the share of goods exported to slothful America and Europe has 
dropped from a half to a third. India is selling more complex products to a wider and perkier 
group of trade partners. Small firms are doing a lot of the work, says T.C.A. Ranganathan of 
Export-Import Bank of India.

Could India become a “surplus” country like China? The government hopes so, having set as one 
of its targets—a typical mix of technocratic forecast and armchair bombast—that goods exports 
will hit $500 billion in three years’ time, double last year’s level. Despite the recent drop in the 
rupee, most economists are less brave: goods-export growth rates are expected to slow from 
some 50% in the past two quarters to 20% for the full year, thanks in part to a global slowdown. 
As for services, which are a third of the overall export basket, they are dominated by software, 
sold mainly to America and Europe, and may wilt.

Even if exports remain on fire, India likes spending the proceeds on imports more than China 
does. The result is a modest but stubborn current-account deficit. Relying on capital flows to fund 
that is not always comfortable. But no one in India wants to fall into China’s trap of giant 
surpluses that are recycled as loans to weak Western governments.
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Economics focus
Lightness of being
Americans are not as gloomy as economic data might suggest

WILL the next presidential election 
see Barack Obama return 
triumphantly to the White House 
for a second term as president of 
the world’s biggest economy? Or 
will a sluggish economic recovery, 
which has left over 14m Americans 
out of work, doom him to defeat in 
November 2012?

Models of the way economic factors 
affect presidential elections already 
exist. The best known was 
developed in the late 1970s by Ray 
Fair, an economist at Yale, who used macroeconomic indicators (such as inflation and the growth 
rate of income per person) to predict the vote share of the two main parties in subsequent 
elections. Mr Fair most recently updated his estimates at the end of July, when his model 
predicted a victory for Mr Obama in 2012 with 53.4% of the vote. In releasing his predictions, 
however, he noted that “a strong rebound results in a fairly solid Obama victory…and a double-
dip recession…results in a fairly solid Republican victory.” Democratic hearts will have skipped a 
beat or two on hearing Ben Bernanke, the chairman of the Federal Reserve, say on October 4th 
that the recovery was “close to faltering”.

But is it right to focus exclusively on macroeconomic indicators? Electoral fortunes surely depend 
not just on the hard numbers but also on where the average voter believes his life is going and 
on his overall sense of well-being. In a fascinating new study*, Angus Deaton, an economist at 
Princeton, draws upon more than a million data points collected during daily telephone surveys of 
a representative sample of adult Americans. The polls were carried out by Gallup between the 
beginning of 2008 and the end of 2010. Mr Deaton uses these data to paint a portrait of how 
Americans view their lives in the aftermath of the financial crisis. Those surveyed were asked to 
assess the overall state of their lives, as well as answer a series of questions about how 
frequently they had experienced various emotions, ranging from worry to stress to happiness, in 
the course of the previous day.

You could be forgiven for assuming that Americans would have become increasingly dissatisfied 
with their lives over the course of that three-year period. Collapsing asset prices, including 
unprecedented drops in the value of housing, Americans’ biggest financial asset, meant that three
-fifths of households in America saw their wealth decline between 2007 and 2009. More than a 
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quarter lost more than half of their wealth. America’s average annual unemployment rate zoomed 
upwards, too: it went from 5.8% in 2008 to 9.3% in 2009 and 9.6% in 2010.

Yet the picture that Mr Deaton pieces together from the daily snapshots of Americans’ state of 
mind is a more nuanced one than this litany of woes would imply. Americans’ evaluation of their 
own well-being fell quite sharply between the last quarter of 2008 (with the first drop coming 
soon after Lehman Brothers collapsed) and the beginning of 2009. It then soared briefly around 
the time President Obama was inaugurated, before declining again. But by mid-2009, despite 
rising joblessness and diminishing wealth, people’s subjective assessment of how well their lives 
were going was not just broadly stable but at levels well above those recorded during the depths 
of the crisis, and higher even than they were in January 2008. Such effects varied by age and 
income level. The negative effect of the financial crisis in late 2008 was twice as pronounced for 
poorer people’s assessment of their well-being than it was for the rich. The oldest people in the 
sample were not only the most satisfied in general, but also the least affected by the mayhem 
around them.

There were some signs of emotional turmoil. Levels of worry, stress and pain stood at slightly 
higher levels in December 2010 than they did before the crisis. (That the overall level of 
satisfaction exceeded its pre-crisis mark by the end of the study period, even as people got more 
worried, may be because people adjust their notions of what constitutes a satisfactory life to 
account for rising stresses and strains.) But these measures did not spike most dramatically when 
there was bad news about the labour market. Instead, rising levels of worry and stress were 
closely tied to stockmarket declines, and these emotions returned to more normal levels when 
the markets recovered. It appears that changes in the unemployment rate do a poor job of 
explaining when and how people’s assessment of their own lives changes. That makes Mr Deaton 
sceptical of campaigns by some economists to put “happiness” data at the heart of policymaking. 
He wonders about the usefulness of measures of well-being that, in his words, “are affected more 
by the arrival of St Valentine’s Day than a doubling of unemployment”.

Damn the lot of them

Nor should supporters of Mr Obama heave too great a sigh of relief. For one thing, stockmarkets 
are very bumpy at the moment. For another, Mr Deaton notes that when politics is mentioned, 
people feel gloomier. They dislike politicians so much that even being asked for their opinion of 
elected officials, as they were in a version of the survey, makes them much more negative about 
how their own lives are going. Noticing this, Gallup dropped the political questions from the 
survey for half the respondents, chosen at random, in order to be able to get a measure of life 
satisfaction that is uncontaminated by politics. Adjusting the figures to include this politics-
induced blight suggests that overall well-being had not yet recovered to its pre-crisis levels by 
the end of 2010. American voters may be less downbeat than the economic environment 
suggests they should be; but having to think about whom to vote for, unavoidable at election 
time, could yet send them spiralling.

* “The Financial Crisis and the Well-Being of Americans”, NBER working paper no. 17128, June 2011.
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Stem cells
The nuclear option
A new way to create pluripotent human stem cells

A PARTICULAR sheep has haunted 
stem-cell researchers for years. In 
1996 Ian Wilmut, of the Roslyn 
Institute, in Edinburgh, removed 
the nucleus of an ovine egg cell 
and replaced it with that of an 
adult cell. The resulting hybrid was 
grown into a tiny embryo known as 
a blastocyst, implanted into the 
womb of a surrogate mother, and 
went on to become Dolly, the 
world’s most famous ewe.

This trick—cloning an adult 
mammal by nuclear transplantation—has never, as far as anyone knows, been repeated on 
humans. Apart from the technical difficulties, the ethical objections have dissuaded most serious 
researchers from even trying. But those researchers would like to get to the blastocyst stage, 
because that would allow them to make what are known as pluripotent stem cells, which are cells 
that can go on to turn into a wide variety of other cell types. In the immediate future, such cells 
might be used (because they are genetically identical to known individuals) to screen drugs for 
gene-specific side effects. In the longer term they might yield transplantable organs with the 
same genotype as the recipient, thus eliminating the problem of rejection.

This week Scott Noggle of the New York Stem Cell Foundation, a charitable research institute, 
and his colleagues report a step towards that goal. In a paper in Nature they describe a way of 
creating pluripotent human stem cells (albeit imperfectly, since the cells in question end up with 
two sets of chromosomes) by nuclear transplantation. Intriguingly, they seem, at the same time, 
to have dealt with one of the ethical objections to this sort of work. This is: how do you get your 
hands on enough human eggs to do it in the first place?

Doing well by doing good

In America, fertile women sometimes sell eggs to sterile members of their sex for reproductive 
purposes. Such sales are not frowned on if no coercion is involved. Bioethicists have, however, 
been reluctant to sanction egg sales for research. Indeed, California and Massachusetts, two 
important centres of stem-cell science, forbid the practice. Dieter Egli, one of Dr Noggle’s co-
authors, once tried to get round this restriction by asking women in Massachusetts to donate 
eggs to a project he was undertaking in that state. He and his colleagues advertised extensively 
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and received many calls. But when the inquirers learned what was involved, most of them shied 
away. The main deterrent, it turned out, was the lack of payment.

In 2006 the International Society for Stem Cell Research (ISSCR) suggested a possible solution. 
Scientists might pay for eggs, they opined, so long as a suitable committee monitored the 
exchange. The money, the ISSCR suggested, should not be enough to provide “undue 
inducement” for women to sell their eggs.

In the study they have just published, Dr Noggle and Dr Egli tested this idea out. They worked in 
New York state, which has, since 2009, allowed the use of public funds to buy eggs for research. 
And, to be sure there was no undue inducement, they approached only women who had already 
decided (in order to help another woman’s fertility) to sell an egg. They offered these women the 
same price, $8,000, to sell their eggs for research instead.

It worked. And, armed with 270 eggs, the researchers got down to business. They swapped some 
of the eggs’ nuclei with those of adult male skin cells—basically, the same procedure Sir Ian used 
to create Dolly. Using a pulse of calcium ions as a stimulant, they persuaded the cells to start 
dividing. However, the process of division stopped abruptly when between six and ten daughter 
cells had been created.

That, Dr Noggle and Dr Egli reasoned, might be caused by problems linked either to the adult cell 
nucleus, or to the process by which the egg’s nucleus was extracted. To test this, they took some 
of the remaining eggs and did a different experiment. Instead of enucleating them, they kept 
them intact and inserted the adult cell’s nucleus alongside the original one. In this case, 
development proceeded apace, resulting in a blastocyst. Dr Noggle and Dr Egli were then able to 
create pluripotent stem cells from their tiny embryo—but these had chromosomes both from the 
egg and the skin cell, making them useless for therapy.

Despite that wrinkle, this piece of research marks a turning point. The next step is to try to 
create stem cells without the leftover chromosomes from the egg. If that can be done, the new 
method may take over from the existing lash-up by which pluripotent stem cells with the 
genomes of particular individuals are made using transcription factors. A transcription factor is a 
molecule that regulates gene activity, and a particular combination of four of them has been 
found to turn ordinary body cells into something that looks remarkably like a pluripotent stem 
cell. “Remarkably like”, however, is not the same as “identical”. The route Dr Noggle and Dr Egli 
are taking may deal with that distinction.

Which is not to say that there will be no further controversy—at least, in the United States. The 
laws in California and Massachusetts, for example, have not been changed, so in those states 
eggs will continue to be in short supply. Moreover, America’s National Institutes of Health will not 
pay for research on stem cells, such as these, that are derived from embryos created for 
research. Other countries may not be so squeamish. China, for one, is particularly interested in 
stem-cell research. No doubt its scientists are reading Dr Noggle’s paper with interest.
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Endless variations on a theme

The 2011 Nobel prizes
Expanding horizons
This year’s prizes were awarded for work on the immune system, the expansion 
of the universe and quasicrystals

THE rules say it is not allowed. But 
this year a Nobel prize was 
awarded to a dead man. Ralph 
Steinman of Rockefeller University 
in New York, who discovered the 
role of dendritic cells in activating 
the immune system, died on 
September 30th. That news did 
not, however, make it across the 
Atlantic Ocean in time, and on 
October 3rd the Karolinska 
Institute in Stockholm honoured Dr 
Steinman with half of this year’s 
prize in physiology or medicine.

The other half went to Bruce Beutler, from the Scripps Institute in San Diego, and Jules 
Hoffmann, from Strasbourg University, for work on the way the immune system boots up in the 
face of invading pathogens. Dr Hoffmann found in fruit flies, and Dr Beutler subsequently 
discovered in mice, a crucial protein-binding mechanism that helps the immune system recognise 
invaders and trigger an immune response against them.

This done, Dr Steinman’s dendritic cells then stimulate some of the immune system’s main 
cellular troops, known at T-lymphocytes, into action. Some T-cells go on to kill infected body 
cells. Some act as part of the immune system’s memory, so that it can respond quickly to the 
recurrence of an infection. And some help regulate the activities of other cells in the immune 
system.

Champagne supernovae

The physics prize was awarded for what, in one sense, might reasonably be viewed as the biggest 
discovery ever made in that subject—that the universe is not only expanding (which had been 
known since the 1920s), but that the rate of expansion is increasing. Something, in other words, 
is actively pushing it apart.

This was worked out by two groups who, in the 1990s, were studying exploding stars called 
supernovae. One was the Supernova Cosmology Project, led by Saul Perlmutter of the Lawrence 
Berkeley National Laboratory, in California. The other was the High-z Supernova Search Team, an 
international collaboration led by Brian Schmidt and involving Adam Riess, both then at Harvard 
University. It is these three gentlemen who have shared the prize.
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Supernovae come in various types. One particular sort, though, known as type Ia, always 
explode with about the same energy and are therefore equally bright. That means it can be 
estimated, with reasonable precision, how far away they are. In addition, the speed at which an 
object such as a star or galaxy is moving away from Earth, because of the expansion of the 
universe, can be worked out from its redshift. This is a fall towards the red end of the spectrum in 
the frequency of its light. It is caused by the Doppler effect (something similar happens when a 
police car or fire engine drives past you with its siren blaring, and the pitch of the sound suddenly 
drops).

What both groups found was that the light from distant supernovae was fainter than predicted. In 
other words, the supernovae were farther away than their redshifts indicated they should be, 
based on the existing model of the universe. Something, then, was pushing space itself apart.

What that something is, remains conjecture. It has been labelled “dark energy”, but that is really 
physicists’ shorthand for “we haven’t got a clue”. It may, though, relate to a mathematical term 
called the cosmological constant that appears in Einstein’s general theory of relativity, and which 
Einstein thought, before the discovery of the expansion of the universe, was necessary to stop 
the universe collapsing.

Crystal tips

Unlike the medicine and physics prizes, the chemistry prize went to an individual. The winner was 
Daniel Shechtman of Technion, a technology institute in Haifa, Israel. On April 8th 1982 Dr 
Shechtman fired a beam of electrons at a slice of aluminium-manganese alloy, in order to 
understand its crystal structure. Electrons, being waves as well as particles, produce a diffraction 
pattern when transmitted through a crystal. Analysis of that pattern can tell you the details of 
how a crystal’s atoms are arranged. One of the most basic parts of that arrangement, though, is 
immediately obvious from the picture of spots in the pattern. This is the order of symmetry of the 
crystal (in other words, the number of ways it can be rotated to produce a pattern identical to the 
original).

In this case the order of symmetry Dr Shechtman saw was tenfold. That is impossible. Geometry 
dictates that only two-, three-, four- and sixfold rotational symmetry can exist. At least, those 
are the possibilities if the material really is a crystal. What Dr Shechtman had discovered, he 
realised, was a new sort of material called a quasicrystal. Quasicrystals have regular elements, 
like normal crystals. But these elements fit together in ways which never properly repeat 
themselves. The two-dimensional equivalent is known as Penrose tiling (see picture above), after 
Sir Roger Penrose, the mathematician who put this form of geometry on a formal footing. 
Penrose tiling has, however, been widely used in the past for decoration, particularly by Islamic 
artists.

The discovery of quasicrystals—in effect, three-dimensional Penrose tiles—has revolutionised 
materials science. Others, with eight- and 12-fold symmetry are now known. They often have 
interesting properties, such as poor heat conductivity (which makes them good insulators) and 
low friction (which makes them slippery). This makes them useful for certain sorts of coating. 
Liquid crystals, often used in display screens, are sometimes quasicrystals, too. And they have 
even turned up in a type of hard, specialised steel made by Sandvik, a Swedish engineering firm. 
Alfred Nobel, Sweden’s most famous industrialist, would have been proud.
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Diagnosing dementia
Advance warning
How to detect Alzheimer’s before symptoms appear—if you are a woman

ALZHEIMER’S disease has no cure. There are, however, five drugs—known and approved—that 
can slow down the development of its symptoms. The earlier such drugs are administered, the 
better. Unfortunately, the disease is usually first noticed when people complain to their doctors of 
memory problems. That is normally too late for the drugs to do much good. A simple and reliable 
test for Alzheimer’s that can be administered to everybody over the age of about 65, before 
memory-loss sets in, would therefore be useful.

Theo Luider, of the Erasmus University Medical Centre in Rotterdam, and his colleagues think 
they have found one—but it works only in women. They made their discovery, just reported in 
the Journal of Proteome Research, by tapping into a long-term, continuing study that started in 
1995 with 1,077 non-demented and otherwise healthy people aged between 60 and 90. At the 
beginning of the project, and subsequently during the periods 1997-99 and 2002-04, participants 
were brought in for a battery of neurological and cognitive investigations, physical examinations, 
brain imaging and blood tests.

During the first ten years of the study, 43 of the volunteers developed Alzheimer’s disease. When 
Dr Luider compared blood samples from these people with samples from 43 of their fellow 
volunteers, matched for sex and age, who had remained Alzheimer’s-free, he found something 
startling. Levels of a substance called pregnancy zone protein had been unusually high, even 
before their symptoms appeared, in some of those who went on to develop Alzheimer’s disease.

Those “some”, it turned out, were all women. On average, levels of pregnancy zone protein in 
those women who went on to develop Alzheimer’s were almost 60% higher than those of women 
who did not. In men, levels of the protein were the same for both.

The reason for this curious result seems to be that the brain plaques associated with Alzheimer’s 
disease are themselves turning out pregnancy zone protein. Certainly, when Dr Luider applied a 
chemical stain specific to that protein to the plaques of dead Alzheimer’s patients he found the 
protein present in them.

Confusingly, though, it was there in the plaques of both sexes. Presumably, female cells (and 
therefore the plaques of female brains) make more of it than male cells do. But that remains to 
be proved. Whatever the reason, however, this result means that women, at least, may soon be 
able to tell whether and when they are at risk of Alzheimer’s—and thus do something about it 
before they start losing their minds.
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Marine ecology
What a gas!
A strange, new link in the web of life

MOST biological molecules—and hence, most living organisms—
are ultimately the result of photosynthesis. Most, but not all. 
Some creatures are part of food chains that begin with methane 
gas which seeps from the Earth’s interior in particular places, 
frequently at the bottom of the sea. Bacteria living in these seeps 
process the methane into complex molecules, and worms and 
clams feast on the bacteria. It now seems, though, that such 
methane-based food chains may stretch farther up the tree of life 
than mere invertebrates—and may have done so for millions of 
years.

Recently, as they report in Marine Ecology Progress Series, Tina 
Treude of the IFM-GEOMAR marine-research institute in Kiel, 
Germany, and her colleagues sent a remotely operated vehicle 
called Cherokee to investigate a seep known as the North Alex 
mud volcano, which is located in the Mediterranean, to the north of the Nile delta. Cherokee, 
which was equipped with a digital camera and a flashgun, started transmitting images of golden 
and dark-brown objects, 50-70mm across, that were scattered among the worms and clams (see 
photograph). The researchers quickly realised that these were sharks’ eggs. Moreover, on closer 
examination they were able to see yolks, indicating that the embryos inside the eggs were alive 
and developing.

They do not know which species the eggs belong to, but Dr Treude speculates they are from the 
deepwater catshark, which is known to produce egg capsules of this size, colour and shape. And 
the North Alex volcano is not alone. She has found that another site, the Concepción methane 
seep area, off the coast of Chile, is littered with thousands of large, black egg capsules of the sort 
often laid by skates and rays—fish that are, to all intents and purposes, flattened sharks.

In light of these discoveries her colleague Steffen Kiel, at the University of Göttingen, turned his 
attention to a fossilised methane seep in the American state of Washington. The rocks in this 
seep, which are 35m years old, were already known to contain lots of mussels and worm tubes, 
similar to those found in a modern seep. Lo and behold! when Dr Kiel looked more closely, these 
rocks, too, contained fossil shark eggs.

Methane seeps, then, look as if they act as nurseries for sharks—and may have done so for a 
long time. Presumably (though this has still to be proved) the hatchling sharks are eating the 
worms and perhaps, if their teeth are up to the necessary crunching, the clams. Instead of being 
powered by the sun, then, some young sharks seem to run on fossil fuel.
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Human violence
Punchline
People are less violent than ever, two authors argue. They just can’t agree why

The Better Angels of our 
Nature: Why Violence Has 
Declined. By Steven Pinker. 
Viking; 802 pages; $40. Published 
in Britain as “The Better Angels of 
our Nature: The Decline of Violence 
in History and Its Causes” by Allen 
Lane; £30 Buy from Amazon.com

(http://www.amazon.com/exec/obidos/ASIN/0670022950/theeconomists-20) , Amazon.co.uk
(http://www.amazon.co.uk/exec/obidos/ASIN/1846140935/economistshop-21 ) 

A History of Violence: From the End of the Middle Ages to the Present. By Robert 
Muchembled. Polity; 388 pages; £60. To be published in America in January; $29.95 Buy from 
Amazon.com (http://www.amazon.com/exec/obidos/ASIN/0745647472/theeconomists-20) , 
Amazon.co.uk (http://www.amazon.co.uk/exec/obidos/ASIN/0745647464/economistshop-21 ) 

FIRST the good news—people are much nicer than they used to be and they are becoming 
steadily less violent. This is the thesis of Steven Pinker’s absorbing and detailed survey of human 
behaviour that goes right back to early Christendom. His work is based on two arguments. The 
first is that the past was far more unpleasant than it was thought to be, whereas the present is 
altogether more peaceable, contrary to what many believe.

An evolutionary psychologist who works on cognition and language at Harvard, Professor Pinker 
writes like a modern Whig. He is a devout believer in the idea that history is progress, and has 
chosen to call his book “The Better Angels of our Nature”, in homage to Abraham Lincoln’s first 
inaugural address exactly 150 years ago.

Each big step of human civilisation, Professor Pinker says, has stripped away a layer of violence, 
whether it is the tendency of nomadic tribes to settle in one place, and to want to be more 
secure, or the civilising mission of the state, which sought a monopoly on aggression and 
weaponry. Murder rates in England peaked in 1300 and in New England in the late 17th century. 
Afterwards both fell dramatically.



Exceptions are often more interesting than the rule here. In the cities of north-east America, the 
Midwest and Virginia, blacks and whites killed at the same rate in the first half of the 19th 
century. But African-American homicide rose from three times the white rate in New York in the 
1850s to almost 13 times that figure a century later. It was not all progress.

Still, wars, rather than street violence or crime, account for the lion’s share of violent deaths 
across history. Three particular kinds of conflict account for that: civil war, the killing of ethnic 
and political groups and, now, terrorism. Here Professor Pinker includes enough evidence of 
wickedness and brutality to remind readers that the worst angels of our nature are grimly 
inventive creatures indeed.

Yet killings in conflict, the curse of humanity since the ancient world, have been in marked 
decline in the past two decades. Professor Pinker calls this development the “New Peace”. He is 
fond of graphs and the accumulated data is compelling. Deaths due to state-based conflicts show 
jagged peaks in the two world wars, followed by a bumpy but consistent trailing-off. The 20th 
century, with its trio of premier-league killers, Hitler, Stalin and Mao, stands out for the sheer 
scale of the destruction of human life. Technology, in the form of Zyklon B and cheap transport, 
enabled dictators to dispatch their victims en masse to distant killing fields. But these mass 
killings ran counter to a general trend of pacification.

Professor Pinker had a choice of ongoing conflicts while he worked on his book: in Iraq, 
Afghanistan, Sri Lanka and Sudan. Even so, there was an “astoundingly low rate of battle deaths: 
around 0.5 per 100,000 combatants per year” in the first decade of this century. The main reason 
for this is the decline in interstate wars since 1945. There were 1m battle deaths during the four 
years of the Korean war in the early 1950s and 1.6m during the nine years of the Vietnam war 
the following decade. These casualties bring a different perspective to the first Gulf war (23,000 
battle deaths in 1990-91) and the conflict between Ethiopia and Eritrea (50,000 over three years, 
1998-2000).

On civilians, Professor Pinker’s case is more patchy. The updated figure of 112,000 civilian deaths 
in Iraq (according to the Iraq Body Count, a respected non-government organisation) defies the 
observation that wars have become safer for non-combatants. In Congo the decade-long conflict 
that ended in 2008 resulted in 5.4m deaths, most of them only indirectly attributable to fighting. 
But Congo is important; it heads a miserable category described as “nonstate conflict”, a mêlée 
of warlords, ethnic rivals, mafias and militias, all fighting out in a failed state. Civilian mortality in 
this kind of struggle is a reminder that a decline in recorded battle fatalities does not 
automatically mean an advance in peace.

But what is the lesson of this generally benign assessment? Immanuel Kant’s famous “triangle” of 
factors—open economies, democracy and engagement with the outside world—are still the 
prerequisites for reliable peace. Professor Pinker (unfashionably) praises United Nations 
peacekeeping. It makes it harder for the bellicose to start wars and helps nip some resurgent 
conflicts in the bud before they can spark off yet more carnage. Aspiring to bourgeois prosperity 
and free trade is also important; people are less inclined to kill those with whom they can do 
business.

Professor Pinker ends with a treatise on brain science, a fluent home run for a psychologist-
turned-historian. Neuro-plasticity, the human brain’s ability to change in response to experience, 
means that people are less likely to resort to violence in their daily lives than their forebears; 
other behavioural strategies work better. That may not have been quite what Lincoln meant, 
though the belief in man’s improvability is as uplifting in this magisterial work as it was in the 
president’s speech.

The notion that mankind has, as Ian Dury, a punk-rocker, once put it, “reasons to be cheerful”, 
also lies at the heart of Robert Muchembled’s quirkier work, “A History of Violence”. A French 
social historian who not long ago published a study entitled “Orgasm and the West”, here he 
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turns his attention from sex to violence, with the bold claim that between 1650 and 1960 the 
aggressive instinct was “truly tamed in Europe”. Apart from all the wars, that is.

He makes some obvious points along the way, such as: “Territory and sexuality are the main 
determinants of identity.” That is the conclusion of some intriguing material, though. For 
example, Erasmus’s “On Good Manners for Boys”, dating back to 1530, became popular again 
among the middle classes in the 17th century as new cities in Europe required rural migrants to 
learn the ways of crowded streets.

Mr Muchembled makes one speculative claim worthy of a French intellectual: that popular fiction, 
from “The Three Musketeers” to crime novels, has provided young men with a way to indulge 
violent fantasies, while not doing too much harm. Mr Muchembled’s scholarship is less detailed 
than Professor Pinker’s and the examples he chooses are often odder and more partial, but the 
basic thesis that violence is declining in civil society is similar.

Sporadic eruptions in the banlieues of Paris pose a challenge on his doorstep. With no wars or 
national service on which to vent their aggression, today’s urban gangs are, Mr Muchembled 
concludes, “heirs to ancient traditions…[of] brutal youthful impulses”. Not even the optimistic 
Professor Pinker could find much to be cheerful about in that.
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The long and the short of it

A history of measurement
From yardsticks to metre rule
A history of greater and greater accuracy

World in the Balance: The Historic Quest for a Universal 
System of Measurement. By Robert Crease. W.W. Norton; 288 
pages; $26.95 and £20. Buy from Amazon.com

(http://www.amazon.com/exec/obidos/ASIN/0393072983/theeconomists-20 ) , Amazon.co.uk
(http://www.amazon.co.uk/exec/obidos/ASIN/0393072983/economistshop-21 ) 

A GOOD unit of measurement, writes Robert Crease, must satisfy three conditions. It has to be 
easy to relate to, match the things it is meant to measure in scale (no point using inches to 
describe geographical distances) and be stable. In his new book, “World in the Balance”, Mr 
Crease, who teaches philosophy at Stony Brook University on Long Island and writes a column for 
the magazine Physics World, describes man’s quest for that metrological holy grail. In the 
process, he shows that the story of metrology, not obvious material for a page-turner, can in the 
right hands make for a riveting read.

The earliest known units met the first two of Mr Crease’s requirements well. Most were drawn 
from things to hand: the human body (the foot or the mile, which derives from the Latin milia 
passuum, or 1,000 paces) and tools (barrels, cups). Others were more abstract. The journal 
(from jour, French for “day”), used in medieval France, was equivalent to the area a man could 
plough in a day with a single ox, as was the acre in Britain or the morgen in north Germany and 
Holland.
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But no two feet, barrels or workdays are quite the same. What was needed was “a foot, not yours 
or mine”. Calls for a firm standard that was not subject to fluctuations or the whim of feudal 
lords, grew louder in the late 17th century. They were a consequence of the beginnings of 
international trade and modern science. Both required greater precision to advance.

In response the metre, from the Greek metron, meaning “measure”, was ushered in, helped 
along by French revolutionaries, eager to replace the Bourbon toise (just under two metres) with 
an all-new, universal unit. The metre was to be defined as a fraction of the Paris meridian whose 
precise measurement (in toises) was under way. Together with the kilogram, initially the mass of 
a decaliter of distilled water, it formed the basis of the metric system.

Successful French metrological diplomacy meant that in the ensuing decades the metric system 
supplanted a hotchpotch of regional units in all bar a handful of nations. Even Britain, long 
wedded to its imperial measures, caved in. (Americans are taking longer to persuade.) In 1875 
Nature, a British magazine, hailed the metric system as “one of the greatest triumphs of modern 
civilisation”. Paradoxically, Mr Crease argues, it thrived in part as a consequence of British 
imperialism, which all but wiped out innumerable indigenous measurement systems, creating a 
vacuum that the new framework was able to fill.

For all its diplomatic success, though, the metre failed to live up to its original promise. Tying it to 
the meridian, or any other natural benchmark, proved intractable. As a result, the unit continued 
to be defined in explicit reference to a unique platinum-iridium ingot until 1960. Only then was it 
recast in less fleeting terms: as a multiple of the wavelength of a particular type of light. Finally, 
in 1983, it was tied to a fundamental physical constant, the speed of light, becoming the distance 
light travels in 1/299,792,458 of a second. (The second had by then itself got a metrological 
makeover: no longer a 60th of a 60th of a 24th of the period of the Earth’s rotation, it is currently 
the duration of 9,192,631,770 periods of a phenomenon called microwave transition in an atom 
of caesium-133.)

Now the kilogram, the last artefact-based unit, awaits its turn. Adding urgency is the fact the 
“real” kilogram, stored in a safe in the International Bureau of Weights and Measures in Sèvres, 
near Paris, seems to be shedding weight relative to its official copies. Metrologists are busy trying 
to recast it in terms of Planck’s constant, a formula which is deemed cosmicly inviolate, as is the 
speed of light (pending further findings from CERN, anyway). In his jolly book, Mr Crease is 
cheering them on.
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Joseph Heller and his fiction
The first cut is the deepest
10m copies and never out of print

Just One Catch: A Biography of 
Joseph Heller. By Tracy 
Daugherty. St. Martin’s Press; 548 
pages; $35 and £25. Buy from 
Amazon.com

(http://www.amazon.com/exec/obidos/ASIN/0312596855/theeconomists-20 ) , Amazon.co.uk

LATE in life, Joseph Heller was occasionally asked why he had never written anything else as 
good as “Catch-22”. “Who has?” he’d reply with a self-satisfied grin. Heller was haunted by the 
long shadow cast by his absurdist first novel, which has sold over 10m copies since it was 
published in 1961. But he was also proud, glad to have elbowed his way into the literary canon 
despite being raised in Coney Island by a poor widow who knew more Yiddish than English. The 
book earned him notoriety, confidence, a dictionary entry and lots of money. Yet Heller kept 
writing till he died in 1999, aged 76, each time believing the scribbles on his legal pad could 
contain the next Great American novel. “Nothing fails like success,” exclaims King David in 
Heller’s 1984 book, “God Knows”.

The 50th anniversary of “Catch-22” has prompted a flood of fresh ink, including a special edition 
of the wartime farce, an affecting new memoir from Erica Heller, his battle-weary daughter, and 
the first full biography of the man, “Just One Catch”, by Tracy Daugherty. This is not just a 
cynical way to cash in on a trusted brand; it is worth remembering that “Catch-22” is indeed one 
humdinger of a book.

With its mix of vaudeville slapstick and Kafka-like anxiety, the novel is unlike anything that came 
before. Heller took war as his subject, but he didn’t write about backslapping brothers in arms. 
Rather, he wrote about an American soldier named Yossarian who knew his government was 
sending him to his death, but who wasn’t ready to die. It was a hauntingly prescient look at the 
senselessness of war, released just as the country was learning how senseless it could be. And he 
made it funny, too.



About The Economist online About The Economist Media directory Staff books Career opportunities Contact us Subscribe [+] Site feedback

Copyright © The Economist Newspaper Limited 2011. All rights reserved. Advertising info Legal disclaimer Accessibility Privacy policy Terms of use Help

from the print edition | Books and arts 

Heller is a worthy subject, complicated and appealing. He was a difficult father, an unfaithful 
husband and a selfish friend. But he was charismatic and magnetic, with a wry sense of humour 
and sexy confidence. His ticket out of Brooklyn was first the draft—he served as a bombardier in 
Corsica—and then the GI Bill. He followed one degree with another, and spent a year at Oxford as 
a Fulbright scholar. All the while he wrote stories—derivative short ones—until he realised he 
needed to stop writing and read a lot more. He “wanted to be new”, in the way that Nabokov, 
Céline, Faulkner and Waugh were new; “not necessarily different, but new. Original.”

The thrill of this biography is in the years and months leading up to Heller’s breakout book, 
originally called “Catch-18” (but changed when Leon Uris released his “Mila 18” the same year). 
It took Heller nine years to stitch together some kind of story, but his book only saw the light of 
day with help from some brave characters: Candida Donadio, his agent, who was 24 when she 
saved his manuscript from the slush pile; and Robert Gottlieb, Heller’s wunderkind editor who 
spent years whipping the book into shape.

Mr Daugherty’s biography is a eulogy for a time in book publishing when editors rolled up their 
sleeves and everyone aimed to create literature. But like Heller’s own career, “Just One Catch” 
starts to lose steam after his second novel, “Something Happened”, which Mr Gottlieb counted as 
his favourite. Heller enjoyed being a public figure, making speeches and going to parties. He liked 
being paid well, especially the record $2m advance for his third book, “Good as Gold”, which 
came out in 1979.

Mr Daugherty tries to sustain interest in Heller’s subsequent books, but finds it hard going. He 
also never quite paints a picture of the man; instead he creates Heller’s shape by filling in 
everything around him. A novelist and the author of an acclaimed biography of Donald 
Barthelme, Mr Daugherty is an evocative writer and an acute literary critic. But he relies heavily 
on Heller’s own memoir and the published observations of others. This book is rich with quotes, 
but few seem to have come from original interviews.

By the end of Heller’s life, the reviews were scathing. “There comes a time when an author just 
can’t write anymore,” gouged one critic about “Closing Time”, a controversial sequel to “Catch-
22”. “‘God Knows’ is junk,” complained Leon Wieseltier in the New Republic. No one could forgive 
Heller for still writing books when his best work was clearly behind him. But for Heller, writing 
was his life. He couldn’t imagine how anyone survived who didn’t have a novel to write.
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The battle of Gallipoli
A terrible beginning
Unplanned and unfocused

Gallipoli. By Peter Hart. Oxford University Press; 560 pages; $34.95. Profile; £25. Buy from 
Amazon.com (http://www.amazon.com/exec/obidos/ASIN/0199836868/theeconomists-20 ) , 
Amazon.co.uk (http://www.amazon.co.uk/exec/obidos/ASIN/1846681596/economistshop-21 ) 

HERE is a marvellous, ghastly book. The story is well known. In the spring of 1915 an Allied 
expedition comprising troops from Britain, France, Australia, New Zealand, Newfoundland and 
India attempted to capture the Gallipoli peninsula. The objective was to gain control of the 
Dardanelles Strait, and then to press on and take Constantinople. The operation was supposed to 
remove Turkey from the first world war at a stroke. But the result was a bitterly contested stand-
off that lasted for eight months. The Allied forces were evacuated at the end of 1915, after both 
sides had suffered appalling hardships and losses.

The Gallipoli campaign, Peter Hart argues, was doomed from the start. Planning was a matter of 
wishful thinking, if not outright fantasy. No serious attempt was made to understand the strength 
of the Turkish army, the nature of the terrain or the numbers of Allied troops. Nor could anyone 
conceive of logistical support required to make a success of the operation. “Thanks to political 
interference, lethally combined with the bullish optimism of generals who saw only opportunities, 
the Gallipoli campaign was launched into a void that guaranteed failure.” The Western Front was 
the place where the war would be won; Gallipoli was merely “a futile and costly sideshow”, 
exacerbated by “lunatic persistence in the face of the obvious”.

What makes Mr Hart’s version so bracing is his method. He is a specialist in oral history at 
London’s Imperial War Museum, and this book, like others he has written or co-written, gains 
richness and texture from the use of first-hand testimony. A kaleidoscope of impressions and 
perceptions tumble before the mind’s eye, constantly shifting from the general to the particular, 
the political to the personal. A Turkish soldier describes a scene, and his account is immediately 
followed by that of a British or Australian soldier describing the same event. This helps make the 
overall picture far more vivid and compelling. The diversity of voices also captures something of 
the immediacy, terror and illogic of war, although the book is neither confusing nor chaotic.

Three testimonials stand out. There is a brief sketch by Lieutenant Norman King-Wilson of the 
operating room aboard HMHS Caledonia, “a veritable stinking, bloody shambles, where patients 
were brought up on a stretcher and left waiting for their predecessor to be taken down, then 
rapidly chloroformed, placed on the table, a leg or arm whipped off in a couple of minutes, by a 
circular incision, one sweep of the knife and the bone sawed through, the limb thrown into a 
basket with many others, awaiting incineration.” Then there is the damning summation of 
General Sir Charles Monro, sent in late to assess the Allies’ prospects: “The positions occupied by 
our troops presented a military situation unique in history… The force, in short, held a line 
possessing every possible military defect.”



About The Economist online About The Economist Media directory Staff books Career opportunities Contact us Subscribe [+] Site feedback

Copyright © The Economist Newspaper Limited 2011. All rights reserved. Advertising info Legal disclaimer Accessibility Privacy policy Terms of use Help

from the print edition | Books and arts 

Lastly there are the words of Kemal Ataturk, first president of modern Turkey and previously, as 
Lieutenant Colonel Mustafa Kemal, chief architect of the Allies’ torment at Gallipoli. In 1934 he 
unveiled a memorial dedicated to “Those heroes that shed their blood and lost their lives” at 
Anzac Cove. The inscription reads: “You are now lying in the soil of a friendly country. Therefore, 
rest in peace. There is no difference between the Johnnies and the Mehmets to us where they lie 
side by side here in this country of ours. You, the mothers, who sent their sons from faraway 
countries, wipe away your tears; your sons are now lying in our bosom and are in peace. After 
having lost their lives on this land they have become our sons as well.”
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Waxing lyrical

Selling Gerhard Richter
The bold standard
A successful painterly life

GERHARD RICHTER is the world’s foremost living painter. The 
German artist, who turns 80 in February, is represented in the 
collections of the most distinguished modern-art museums and 
has had a large number of solo retrospectives. The latest, 
“Panorama”, has just opened at Tate Modern in London and will 
travel to Berlin and Paris.

In the 1950s Mr Richter studied mural painting at the Dresden Art 
Academy where communist realism was the only style allowed. 
Inspired by the freedom of abstract painters like Jackson Pollock 
and Lucio Fontana, he defected to the West in 1961. Many 
influential art historians now say Mr Richter is as important as 
these post-war masters. However, he doesn’t revel just in critical 
acclaim. Mr Richter enjoys unrivalled commercial success too.

According to artnet, an online firm that tracks the art market, $76.9m worth of Mr Richter’s work 
was sold at auction in 2010. This was substantially more than any other living artist, including 
Jeff Koons, Damien Hirst or the Chinese favourite, Zeng Fanzhi. The market for Richter paintings 
is deep and widespread. Jasper Johns sells chiefly to ageing Americans and only his early works 
fetch exorbitant prices. By contrast, many periods of Mr Richter’s painting enjoy strong global 
demand.

In recent auctions the biggest buyers have been Russian and Chinese. Before the 2007 subprime 
crisis, it was Americans and South Koreans. The Swiss and Belgians have always been in the 
game. Cheyenne Westphal, Sotheby’s European chairman of contemporary art, says Mr Richter’s 
paintings have been flowing steadily out of Germany since the mid-1990s even as certain 
important German collectors—Frieder Burda, Josef Fröhlich, Georg Böckmann and Ulrich 
Ströher—have held on to theirs. In addition to the auction houses, Paul Schönewald, a Düsseldorf 
dealer, and Anthony Meier from San Francisco have teamed up to export a lot of Mr Richter’s 
earlier works.

Demand for Mr Richter’s painting is similar to that for Andy Warhol. But the market is more 
transparent. It is driven by collectors rather than dealers, who stockpile or underbid simply to 
push up prices. Mr Richter’s complex body of work also has a “learning curve”, Mr Meier says, 
that has kept out speculators looking for more blatantly commercial painting.

Marian Goodman, Mr Richter’s primary dealer since 1985, plays a role in seeing that the Richter 
market is what she calls “an honest game”. Ms Goodman regards auctions as a “necessary evil” 
and does her utmost to ensure that the works that she sells do not appear there. She tends to 
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price the paintings coming out of the studio at well below the values achieved at auction. She 
also selects buyers carefully, preferring a patron who is willing to donate works to a museum. It 
can take years of lobbying for a collector to get in her good graces.

Mr Richter paints in a number of different figurative and abstract modes—“Pop” pictures based on 
newspaper clippings, townscapes, seascapes and photorealist portraits of members of his family, 
as well as minimal grey monochromes, meticulous colour grids and grand blurred canvasses. Mr 
Richter repeatedly proves that painting is not dead.

Three kinds of Richters command the highest auction prices. In the top spot are his candle 
paintings (pictured above). One sold for almost £8m ($15.8m) in February 2008. Mr Richter has 
made only 27 of these coolly composed still lives. When Max Hetzler showed the candles in 
Stuttgart in late 1982, not a single one sold even though the asking price was just 15,000 
Deutschmarks (then $5,800). The subject matter was perceived as old-fashioned; today it 
appears timeless. “Richter’s candles are like Warhol’s Marilyns,” says Francis Outred, head of 
contemporary art for Christie’s Europe, who has one coming up for auction on October 14th.

The second most coveted works are the handsome “Abstrakte Bilder” particularly those made 
after 1988, which are finished with a large squeegee rather than a brush or roller. Mr Richter sees 
abstraction as “mysterious, like an unknown land”. The artist has made hundreds of these 
painterly explorations, and they have become his branded stock in trade. Roman Abramovich, a 
Russian billionaire, paid $15.2m for one of the “Abstrakte Bilder” in May 2008.

Finally, Mr Richter’s “capitalist realism” pictures from the 1960s also do well, although buyers 
tend to pay more for the cheerier works. “Tante Marianne”, a picture depicting Mr Richter’s aunt, 
who was sterilised and then starved to death by the Nazis, sold in June 2006 for the relatively 
modest price of £2.1m to Pierre Chen’s Yageo Foundation in Taiwan, whereas “Zwei Liebespaare”, 
a sexy painting depicting two pairs of lovers, was acquired by Stephan Schmidheiny’s Daros 
Collection in Switzerland for over three times that price, £7.3m, in February 2008.

A good museum retrospective invariably casts fresh light on an artist’s work. The new Tate 
Modern show looks evenly at all aspects of Mr Richter’s painting, and not just the genres 
preferred by today’s market. Indeed, if his collectors contemplate the Tate show carefully, they 
may crave a whole different set of Richters.

“Gerhard Richter: Panorama” is at Tate Modern until January 8th. It travels to Berlin’s Nationalgalerie and the Centre Pompidou in Paris in 2012
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Wangari Maathai
Wangari Maathai, Kenyan environmentalist and political activist, died on 
September 25th, aged 71

IN MANY ways it seems odd that 
Wangari Maathai’s life should have 
been so closely associated with 
struggle. Success appeared to 
come almost effortlessly to her, 
even though her origins were 
humble. She was born to a Kikuyu 
family of peasant farmers in Ihithe, 
a small village in the central 
highlands of Kenya, which was then 
a British colony. Though it was far 
from common in the 1940s for girls 
like her to receive an education, 
Wangari was sent to primary school—at her brother’s suggestion—at the age of eight. From then 
on accomplishments seemed to drop into her lap. She got to secondary school, graduated top of 
her class and went on to earn a degree in biology in Kansas, an MSc in Pittsburgh and, after 
studying in Germany, a PhD on gonads in bovines in Nairobi. That made her the first woman in 
east Africa to hold a doctorate. Jobs followed, in academic and civic positions which no black 
woman had filled before, and on their heels came award after award, none grander than the 2004 
Nobel peace prize.

In truth, these successes were not effortlessly achieved. Dr Maathai laboured hard all her life, 
never taking shortcuts, never adopting airs, never asking others to do tasks she would not do 
herself. And with this conscientiousness and lack of self-importance came another quality, a keen 
ability to empathise with others and fight their corner when she believed they were being 
wronged. Most of the struggles with which her life was associated were not her struggles; they 
were other people’s.

And, boy, were there lots of them. Colonial Kenya was hardly idyllic for Africans. Towns were de 
facto segregated and blacks had few political rights, especially during the Mau Mau rebellion in 
the early 1950s, when both sides committed hideous atrocities. Moreover, although Dr Maathai’s 
father worked for a benign white landowner, he was obliged to sell to his employer almost all the 
crops he grew on his allotted patch at whatever price was offered.

Laurels, but not for resting on

When Dr Maathai came home after half a decade in America, she found huge changes. They were 
not all for the better. Kenya had gained its independence just two years before, and political 
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power was now in the hands of Africans, but new forms of discrimination had appeared. 
Tribalism, reinforced by sexism, was her first antagonist: the job promised to her in an official 
letter of appointment as a research assistant to the professor of zoology at the University College 
of Nairobi had been withdrawn. It was given instead to a man, still in Canada, of the same tribe 
as the professor. She had to find another job.

Another change soon started to concern her. All her life she had had a kinship with the land, 
helping to make the mud plaster for the walls of the family house, tilling the fields with her 
mother and delighting in wet soil which, “when you rubbed it between your fingers you could 
almost feel the life it held”. She was drawn to water, too, especially, as a child, to the clear, clean 
water that gushed from an underground stream called Kanungu, close to a sacred fig tree.

But even before she went abroad, pressure on the land was increasing. On her return, many of 
her favourite places had been dug up, the wild trees cleared in favour of tea or coffee plantations, 
and local plants and animals had disappeared. Land, and therefore food, were scarce, logging 
was causing erosion and villagers had to walk ever farther to find firewood: this, not the shortage 
of petrol, was for many Kenyans the real energy crisis.

No wonder Dr Maathai found herself on a collision course with Kenya’s new masters, especially 
the members of the crony-ridden and corrupt court of President Daniel arap Moi. Setting aside 
her academic career, she found herself drawn into civic causes, feminist campaigns and politics, 
both at her husband’s side (he became a member of parliament) and in her own right (she too 
eventually won a seat and in 2003 was made a junior minister).

As ever, she had her triumphs. Against the odds, she prevented a 60-storey skyscraper from 
being built in a park in central Nairobi. It had been designed to house, among other things, the 
headquarters of President Moi’s party. And she succeeded, at least for a while, in stopping the 
government from handing out parcels of public land to reward its supporters. That followed her 
attempt to plant a tree on forested land earmarked for a golf course.

In this episode, as in others, she and fellow-protesters were beaten by the police. She was also 
arrested with some regularity, particularly when her Green Belt Movement tried to hold protests. 
Yet that movement, by concentrating most of its efforts on planting trees (30m or 40m in Africa 
so far), had enormous popular support. And from this Dr Maathai, no matter how much she was 
frustrated by the courts, the bureaucracy and the political establishment, drew her strength.

Many Kenyan men, including her husband, who divorced her, found her too strong a character. 
She certainly had courage galore, as well as the gift of impressing foreigners, who often rallied to 
her in times of need. But she remained close to her Kenyan base, especially the women among 
them, and surely did more good for Kenya than all the men together who found her principled 
politics so unsettling.
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Overview

Purchasing managers’ indices across Europe showed manufacturing activity suffering in 
September. Germany’s fell for the fifth consecutive month to 50.3, a sliver above the 50-mark 
that separates growth from contraction. Spain was not so lucky: its index fell to 43.7. In Italy it 
stood at 48.3.

Unemployment in the euro area was unchanged in August, at 10.0%. Consumer prices rose 
3.0% year-on-year in September, up from 2.5% in August. Producer prices rose 5.9% year-on-
year in August but fell 0.1% from the previous month.

America’s economy added 91,000 jobs according to a report from ADP, a payroll processor. A 
non-manufacturing index compiled by the Institute for Supply Management fell to 53, lower than 
the previous month but nevertheless showing the service sector expanding a little.

Japan’s seasonally-adjusted unemployment rate in August fell to 4.3% from July’s 4.7%. The 
country’s industrial output rose 0.8% in August from the previous month, as factories continued 
recovering from March’s tsunami.

In Britain the second-quarter GDP figure was revised down to 0.1% quarter-on-quarter. The 
economy has grown by a grand total of 0.6% in the year to the second quarter.

In Russia consumer prices were flat between August and September; the year-on-year inflation 
figure was 7.2%. South Korea’s inflation slowed to 4.3% year-on-year, down from 5.3% a 
month earlier.
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The Economist commodity-price index
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Global investment-banking fees

In the first nine months of this year, global fees for investment-
banking services were $64.2 billion, up 8% on the same period a 
year earlier. But fees for the third quarter, $16.2 billion, were at 
their lowest since the first quarter of 2009, according to Thomson 
Reuters, a financial-data provider. Fees fell by 36% in the third 
quarter, amid global economic jumpiness. Mergers and 
acquisitions, which account for 36% of total fees so far this year, 
were down 23%. Fees from equity and debt capital markets, (45% 
of the global pool), declined by a colossal 55% and 46% 
respectively. JPMorgan remains at the top of the league table, 
earning $4.3 billion in fees since the beginning of the year, an 
increase of 12% on a year earlier.
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