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The Iraqi army and Iraqi
Kurds ousted the jihadists of
the Islamic State from a great
dam near Mosul, raising the
prospect that they may be
pegged backelsewhere in the
country. Militants claiming to
be IS members posted a video
showing an American journal-
ist, James Foley, being behead-
ed by a jihadist with a British
accent in revenge for American
air strikes against the group.
Meanwhile, Nuri al-Maliki,
Iraq’s prime minister, who has
deepened sectarian divisions,
promised to step aside to allow
Haider al-Abadi, a fellow Shia
who is said to be more
inclusive, to take over. 

A ceasefire between Israel and
the Palestinian Islamists of
Hamas who rule Gaza broke
down after several extensions,
as negotiations in Cairo stalled
and exchanges ofHamas
rocket fire and Israeli military
retribution ensued. Neither
side seemed bent on an all-out
resumption ofhostilities.
Hamas insisted that Israel
should lift its blockade and
allow an airport and seaport to
be built. Israel insisted on the
prior disarmament ofHamas.

Fighter aircraft under cover of
night bombed Islamist militia
facilities in and near Tripoli,
Libya’s capital. It was unclear
whom the aircraft belonged to,
but Algeria, whose govern-
ment opposes Islamists in
general, was suspected of
being behind the attacks.

Violence broke out between
police and protesters in
Liberia over the government’s
imposition ofa quarantine on
a district in the capital, Monro-
via, intended to halt the spread

ofEbola, which continues also
to afflict neighbouring Guinea
and Sierra Leone.

Slugging it out
Fighting intensified in eastern
Ukraine, as the Ukrainian
army closed in on the rebel
strongholds ofLuhanskand
Donetsk. Both sides claimed to
be holding small towns near
the two bigger cities. Mean-
while a Russian aid convoy
was poised to cross the Russian
side of the border under the
supervision of the Red Cross.

The European Union said it
would pay €125m ($170m) in
emergency compensation to
fruit and vegetable growers hit
by Russia’s ban on most
imported food from the EU in
retaliation for sanctions.
Russian farmers are struggling
to make up the shortfall. 

After months ofcomplaints
over American spying in
Germany, the Germans were
embarrassed by revelations
that their spies routinely snoop
on Turkey, a NATO ally. An
angry Turkish government
summoned the German
ambassador and called for an
immediate investigation.

Alain Juppé, a former French
prime minister, said he would
run for the centre-right candi-
dacy in France’s 2017 presi-
dential election. Mr Juppé may
represent the best chance of
stopping Nicolas Sarkozy, a
former president, from being
the centre-right’s candidate. 

Days of rage, and roses

Missouri’s governor declared
a state ofemergency in
Ferguson, a suburb ofSt Louis,
following several days of
looting and disorder that broke
out after a policeman shot and
killed a black teenager. The

state’s National Guard was
deployed to protect the po-
lice’s operations centre. With
tensions running high, the
Justice Department started an
investigation into the shooting
and Eric Holder, the attorney-
general, visited the area.

RickPerry, the governor of
Texas, was charged by a grand
jury with abusing his power.
The charges relate to his veto
offunding for a public-integri-
ty office that was run by a
Democratic lawyer who had
been found guilty ofdrunk
driving. Mr Perry had called for
the lawyer to resign, and with-
held funding for her office after
she refused to do so. Mr Perry,
who is considering running for
president again, described the
indictments as a “farce”. 

America’s Supreme Court
issued an order postponing
gay marriages in Virginia, a
day before nuptials were due
to begin. An appeals court had
ruled that same-sex marriages
could proceed. 

Little love for Sharif
Thousands ofprotesters in
Islamabad, the capital ofPaki-
stan, demanded the resigna-
tion ofNawaz Sharif, the prime
minister. They were followers
either of Imran Khan, a cricket-
er-turned-politician calling for
new elections, or a Muslim
cleric, Tahir ul Qadri, who is
against politics altogether. Tens
of thousands of troops were
ordered to defend the govern-
ment and embassy district. If
the army manages to restore
order, it will not mind that it
will come at the expense of Mr
Sharif’s standing.

An Indian activist arrested
and detained in hospital for 14
years for going on hunger
strike in 2000 was freed. A
court rejected the charge that
Irom Sharmila Chanu was
“attempting to commit sui-
cide” and ordered her release
from judicial custody. Ms
Chanu says she will continue
her hunger strike until the
government repeals the draco-
nian Armed Forces Special
Powers Act, which gives sol-
diers sweeping powers in the
troubled state ofManipur.

A second railway in Tibet
opened, between Lhasa, the
capital, and the second city,
Shigatse. The first, in 2006,
linked Qinghai province with
Lhasa. The railways are the
highest in the world.

Thailand’s parliament rubber-
stamped General Prayuth
Chan-ocha, the leader ofMay’s
military coup, as prime min-
ister. The legislature’s mem-
bers have been selected by the
junta and General Prayuth was
the only candidate for office. 

The tango continues
Argentina’s president, Cris-
tina Fernández de Kirchner,
announced a plan to swap
debt issued under American
law for locally governed
bonds, potentially ending the
country’s debt default of last
month. This arose from a
ruling by a New York judge
suspending interest payments
until Argentina negotiates
with holders of its unrestruc-
tured bonds. But it was not
clear whether creditors would
accept bonds governed by
Argentine law.

In Sonora in northern Mexico,
88 schools were shut after 20m
litres ofsulphuric acid spilled
into a river from a copper mine
belonging to Grupo México, a
mining conglomerate. Envi-
ronmental officials filed a
criminal complaint against the
company.

Brazil’s centrist Socialist Party
chose Marina Silva, an evan-
gelical Protestant and green
campaigner, as its presidential
candidate, replacing Eduardo
Campos, who was killed in a
plane crash on August13th. An
opinion poll suggested that in
a run-offballot Ms Silva might
beat Dilma Rousseff, the
incumbent president. 

Politics

The world this week
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Other economic data and news
can be found on Pages 84-85

BankofAmerica was report-
ed to have reached a settle-
ment with American regu-
lators to pay around $17 billion
for mis-selling mortgage-
backed securities in the run-up
to the 2008 financial crisis. It is
by far the biggest penalty
levied on a single company. A
significant chunkof the fine
relates to toxic mortgage pro-
ducts handled by Country-
wide Financial and Merrill
Lynch, which BofA bought
when both were teetering on
the edge ofbankruptcy. 

Benjamin Lawsky, New York
state’s financial regulator,
slapped a $300m fine on Stan-
dard Chartered for failing to
comply with anti-money-
laundering procedures it had
agreed to as part ofa previous
settlement in 2012. He also
imposed a $25m penalty on
PricewaterhouseCoopers for
softening a report about pay-
ments from Iran and other
sanctioned countries made
through BankofTokyo-Mit-
subishi in the face ofpressure
from the bank’s executives. 

The minutes of the August
meeting of the BankofEng-
land’s Monetary Policy Com-
mittee revealed a split among
its members on interest rates,
with two voting to raise rates
and seven against. It was the
first split in the MPC for more
than three years and refuelled
speculation that the bank
might lift rates towards the end
of this year. The minutes from
the Federal Reserve’s July
meeting showed a lively de-
bate about the timing ofa rate
rise, but suggested officials
wanted to see more evidence
that the American economy
has fully recovered.

That’s a lot of dollars
A bidding war broke out
among America’s biggest
discount retailers when Dollar
General offered to buy Family
Dollar in a $9.7 billion offer
that trumped an earlier tender
from DollarTree. (Dollar Tree
is the only one of the three
where every item it sells actu-
ally costs $1.) The combined

revenue ofDollar General and
Family Dollar is $28 billion. 

Mad about Modi

India’s benchmarkstockmark-
et index, the Sensex, reached
another record high, as in-
vestors cheered a speech by
Narendra Modi, the reform-
minded prime minister, out-
lining the things he would like
to do to boost exports and
manufacturing. But the bullish
sentiment sparked by Mr
Modi’s election could soon
fizzle ifhis government does
not deliver on its promises to
liberalise the economy. 

Hewlett-Packard reported
that its total revenue had
grown in the latest quarter for
the first time in 11quarters, to
$27.6 billion. The increase was
1%. It achieved this by a 12% rise
in computer sales, a market
that has wilted as people
switch to wireless devices but
which may have been boosted

by the phasing out ofsupport
for Windows XP, prompting
companies to invest in new
computers.

China’s powerful National
Development and Reform
Commission levied fines on 12
Japanese manufacturers ofcar
parts or ball bearings. They are
the first penalties to be report-
ed in an investigation into
price-fixing for spare parts and
services among foreign car
companies in China. 

Hertz’s share price fell sharply,
after the car-rental company
forecast that annual profit
would come in “well below”
expectations. It said business
had suffered in part when it
was left with a shortage of cars
because ofa large number of
safety recalls from carmakers.
General Motors supplies Hertz
with 28% of its fleet in the US.
Carl Icahn, an activist investor,
has started circling; he dis-
closed an 8.5% stake in Hertz.

Mining for profit
BHP Billiton confirmed that it
will spin offits less-profitable
assets into a separately traded
company in order to focus on
its core ventures in iron ore,
copper, coal, petroleum and
potash. The move unravels
much of the merger in 2001
between BHP and Billiton. The

company has been under
pressure from investors, and
left many disappointed by not
also announcing a share
buy-backscheme.

Glencore, on the other hand,
said it would return $1billion
to shareholders through buy-
backs, as it reaps the benefits
from selling a Peruvian copper
mine for $6.5 billion and a
vigorous commodities-trading
business. Mining companies
are having to cope with slow
growth, but Ivan Glasenberg,
Glencore’s boss, contends that
“the supercycle ain’t over.” 

Steve Ballmer stepped down
from Microsoft’s board, having
handed over the reins as chief
executive to Satya Nadella last
February. Mr Ballmer recently
bought the Los Angeles Clip-
pers basketball team for an
estimated $2 billion. 

Acknowledging the regulatory
challenges it faces, Uber hired
David Plouffe, BarackObama’s
former campaign manager, to
direct its strategy. The car-
sharing business now operates
in 170 cities around the world
but faces stiffresistance from
entrenched interests, much
like Mr Plouffe’s old boss. 

Business

India’s stockmarket index

Source: Thomson Reuters
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AN ALARMING assumption is
taking hold in some quar-

ters of both Beijing and Wash-
ington, DC. Within a few years,
China’s economy will overtake
America’s in size (on a purchas-
ing-power basis, it is already on
the cusp of doing so). Its armed

forces, though still dwarfed by those of the United States, are
growing fast in strength; in any war in East Asia, they would
have the home advantage. Thus, some people have concluded,
rivalry between China and America has become inevitable
and will be followed by confrontation—even conflict.

Diplomacy’s task in the coming decades will be to ensure
that such a catastrophe never takesplace. The question ishow?

Primacy inter pares
Some Western hawks see a China threat wherever they look:
China’s state-owned businesses stealing a march in Africa; its
government covering for autocrats in UN votes; its insatiable
appetite for resources plundering the environment. Fortunate-
ly, there is scant evidence to support the idea of a global Chi-
nese effort to upend the international order. China’s desires
have an historical, even emotional, dimension, as our essay
explains (see pages 43-48). But in much of the world China
seeks to workwithin existing norms, not to overturn them. 

In Africa its business dealings are transactional and more
often led byentrepreneurs than bythe state. Elsewhere, a once-
reactive diplomacy is growing more sophisticated—and help-
ful. China is the biggest contributor to peacekeeping missions
among the UN Security Council’s permanent five, and it takes
part in anti-piracy patrols off the Horn ofAfrica. In some areas
China is working hard to lessen its environmental footprint,
for instance through vast afforestation schemes and clean-coal
technologies. 

The big exception is in East and North-East Asia—one of the
greatest concentrations of people, dynamism and wealth on
Earth. There, both its rhetoricand itsactionssuggest thatChina
is unhappy with Pax Americana. For centuries China lay at the
centre of things, the sun around which other Asian kingdoms
turned. First Western ravages in the middle of the 19th century
and then China’s defeat by Japan at the end of it put paid to
Chinese centrality. Today an American-led order in the west-
ern Pacific perpetuates the humiliation, in the eyes of Chinese
leaders. Soon, theybelieve, their countrywill be rich and pow-
erful enough to seize backprimacy in East Asia.

China’s sense of historical grievance explains a spate of re-
cent belligerence. China has deployed ships and planes to con-
test Japan’s control of islands in the East China Sea, grabbed
reefs claimed by the Philippines in the South China Sea and
moved an oil rig into Vietnam’s claimed exclusive economic
zone. All this has created alarm in the region. Some strategists
say America can keep the peace only if it is firm in the face of
Chinese expansionism. Others urge America to share power
in East Asia before rivalries lead to a disaster. 

America cannot walk away without grave consequences

for the region and its own standing. Since the end of the sec-
ond world war, American security has been the basis of Asian
prosperity and an increasingly liberal order. It enabled Japan
to rise from the ashes without alarming its neighbours. In-
deed, China’s race to modernity could not have happened
without it. Even Vietnam, America’s old foe, is clearer than
ever that it wants America’s stabilising, reassuring presence.

Yet, if the liberal order is to survive, it must evolve. Denying
the reality of China’s growing power would only encourage
China to reject the world as it is. By contrast, if China can
prosper within the system, it will reinforce it. That is why the
United States needs to acknowledge one increasingly awk-
ward aspect of its leadership: American advantage is hard-
wired into the system in ways that a rising power might justifi-
ably resent.

For a great power to find a new equilibrium with an emerg-
ing one is hard—because every adaptation looks like a retreat.
Three principles should guide America.

First, it should only make promises that it is prepared to
keep. On the one hand, America would be foolish to draw red
lines around specks ofreef in the South China Sea. On the oth-
er, if America is to count for anything, its allies need to know
that they can depend on it. Although Taiwan is central to Chi-
na’s sense of its own honour, America should leave Beijing in
no doubt that it would come to the island’s defence. 

Second, even in security, America must make room. Chi-
na’s participation in America’s recent RIMPAC naval exercises
off Hawaii was a start. China could be invited to join Asian ex-
ercises, includingfordisaster relief. And America should avoid
a cold-war battle for the loyalty of regional powers. 

Lastly, America will find it easier to include China in new
projects than to give ground on old ones—and should make
more effort to do so. It is nonsensical that America should be
leading the formation of the region’s biggest free-trade area,
the Trans-Pacific Partnership, without the inclusion of the re-
gion’s largest economy. And there is no reason to exclude Chi-
na from co-operation in space. Even during the cold war Amer-
ican and Soviet astronauts worked together.

Let the dragon in
Why should China be satisfied with a bit more engagement
when primacy is what it seeks? There is no guarantee that it
will be. Just now the rhetoric coming out of Beijing is full of
cold-war, Manichean imagery. Yet sensible Chinese under-
stand that their country faces constraints—China needs West-
ern markets, its neighbours are unwilling to accept its regional
writ and for many more years the United States will be strong
enough militarily and diplomatically to block it. And in the
longer run, the hope is that the Chinese system will of itself
adapt from one-party rule to some more liberal polity that, by
its nature, is more comfortable with the world as it now is.

Drawing China into a strengthened regional framework
would not be to cede primacy to it. Norwould it be to abandon
a liberal order that has served Asia—and America—so well. It
may, in the end, not work. But given the huge dangers of rival-
ry, it is essential now to try.7

What China wants

Aftera bad couple ofcenturies, China is itching to regain its place in the world. Howshould America respond?
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BARACK OBAMA has struck
the jihadists in Iraq and—

even if the action was belated
and modest—he has so far been
successful. But the Islamic State
(IS) needs to be thwarted, so he
must strike it in Syria, too. And
that will prove much harder.

In Iraq the advance of fanatics bent on devastation has, for
now, been halted (see page 37). The Yazidi minority which fled
up a mountain near Sinjar in the north has mostly been saved.
Iraq’s Kurdish region, the only reasonably governed part, is no
longer in imminent danger. The great dam that threatens to in-
undate Mosul, Iraq’s second city, captured by IS in June, has
been secured for the government by a combination of Ameri-
can air power and Iraqi and Kurdish ground forces. 

Meanwhile, Iraqi politics has taken a welcome turn with
the forcing out, after eight disastrous years, of Nuri al-Maliki,
the sectarian Shia prime minister. By keeping Iraqi Sunnis out
ofhis rulingcircle and packingthe seniorposts in the armyand
security service with fellow Shias, Mr Maliki drove moderate
Sunnis into the arms of the extremists. With luck, his designat-
ed replacement, Haider al-Abadi, will form a government that
embraces a much fuller range of Iraqis. 

But the jihadist threat is far from over. Innocents are still be-
ing murdered. On August19th a British-accented IS jihadist be-
headed an American journalist in revenge for Mr Obama’s air
raids. IS still controls a third of both of the countries that fea-
tured in its former name, the Islamic State of Iraq and Greater
Syria. It scorns national borders in its quest for a global caliph-
ate. And it is attracting young Muslims abroad, some of whom
will target their own countries. In short, it is a menace to the re-
gion and the world.

Striking IS in Iraq is only half the answer. If it is driven out,

its fighters will regroup in Syria only to hit back later. That is
why IS must be clobbered in Syria as well as in Iraq. 

Mr Obama should now do what he ought to have done all
along: give a decent supply of arms to Syria’s moderate rebels,
who are equally menaced by IS. But even with weapons and
money from outside, the moderates will not be able to dent IS.
That needs aerial attackfrom America and its NATO allies.

This raises awkward questions. The internationally recog-
nised governments of federal Iraq and of Iraqi Kurdistan
begged Mr Obama to intervene. But bombing the jihadists in
Syria is a different matter. Mr Obama will be accused of acting
illegally and of aiding the government of Bashar Assad by
attacking his mortal foes. Mr Assad, for his part, will mock that
the West has belatedly acknowledged that he is the last bas-
tion ofdefence against everyone’s real enemy.

Jaw jaw and warwar
Mr Obama does not need the permission of Mr Assad. Ameri-
ca doesnot recognise his regime; ithas longcalled for him to be
overthrown. Yet America can blunt his mockery and strength-
en the anti-IS cause by raising the bombing of IS in Syria at the
UN Security Council. A remarkably wide range of countries,
including Egypt, Saudi Arabia, Iran and Turkey, the region’s
biggest actors, see IS as a threat and agree that it must be defeat-
ed, not just contained. Many of those countries should not just
backthe mission, but join it. Russia, MrAssad’s sponsor, hasan
eye on its own jihadists in the Caucasus and has long argued
that the danger is extreme Islam. For it to vote to shelter IS
would be bizarre—and revealing ofRussian nihilism.

IfMr Obama is rebuffed in the Security Council, or ifRussia
holds out for an unacceptable shift in America’s policy to-
wards Mr Assad, he should nevertheless go ahead and hit IS
on both sidesofthe border. IS is too dangerous to be allowed to
gain ground while the rest of the world stands by. 7

The jihadists in Iraq and Syria

Stop them in both places

If the IslamicState is to be stopped in Iraq, it must be stopped in Syria too

AFTER more than a week of ri-
oting in Ferguson, Missouri,

what can America learn? The
first and simplest lesson is that
cops should wear cameras.
Knowing that they are being re-
corded, the police would be less
likely to shoot suspects, and vice

versa. Also, had Officer Darren Wilson been wearing a camera
on August 9th, Americans would know what happened just
before he shotand killed Michael Brown, an unarmed black 18-
year-old. As it is, there are two conflictingstories and no way to
choose between them. The police say that Mr Brown attacked

Mr Wilson and tried to wrestle away his gun. In the ensuing
struggle the officer, fearing for his life, shot and killed the teen-
ager. Mr Brown’s friend, who was with him at the time, gives a
completely different account: he says the officer grabbed Mr
Brown by the neck and later shot him as he was trying to sur-
render. Early autopsy results show that Mr Brown was hit by at
least six bullets but do not settle the dispute.

His death sparked protests that soon turned violent. Loot-
ers smashed up shops and picked them clean. The police re-
sponded with a staggering display of force, rolling military-
style armoured cars onto the streets, pointing rifles at the prot-
esters, dispersing crowds with tear gas and detaining not only
rioters but also peaceful demonstrators and journalists. 

Race relations in America

The lessons of Ferguson

There is no excuse forrioting. But smarterpolicing would make it less likely
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2 There is a racial gulf in how these events are perceived.
Some 65% of black Americans think the police went too far in
responding to the protests; only 33% of whites agree. Many
blacks in Ferguson disbelieve anything the police say (see page
21). Mr Brown’s family describe him as a gentle giant (he was
six foot four). The Ferguson police beg to differ: they released a
video purportedly showing him violently robbing a liquor
store minutes before he met Officer Wilson. Some locals dis-
missed this as a smear. The liquor store was promptly looted.

Rioting will do nothing to resolve Ferguson’s problems. On
the contrary, it will make businesses flee, leaving locals with
fewer jobsand shops. So the immediate priority is to restore or-
der. Next, the investigationsofthe shootingalready underway
must be pursued vigorously and transparently. In the longer
term, America should ponder three things.

To protect and serve
First, as BarackObama noted on August18th, “there is a big dif-
ference between our military and our local law enforcement
and we don’t want those lines blurred.” In fact, those lines
have already been blurred, as the armoured cars on the streets
of Ferguson attest. In 2012, according to the FBI, American po-
lice officers shot and killed 409 people. Their British counter-
parts shot and killed no one. The German police, who unlike
the Brits are routinely armed, shot and killed eight people; the
Japanese have killed one in the past six years. In their defence,
American cops face greater risks than those in other rich coun-
tries. The civilians they meet are often armed; small wonder
they are jumpy when they cannot see your hands.

Yet this is a reason for cops to work harder to improve rela-
tions with the communities they serve. Many police forces in
America are good at this, but some have developed a warrior

culture that stresses brute force over pounding the beat. A Pen-
tagon programme that gives surplus military hardware to local
law-enforcement agencies can make them seem like occupy-
ing armies rather than public servants. That is both costly and
counterproductive—the public are more likely to volunteer in-
formation to officers they trust than to those they fear. 

Second, unlike plumbers or accountants, it matters what
colour police officers are. Ferguson’s population has shifted
from 75% white in 1990 to 67% blackin 2010, but the police force
is still 95% white. This is partly due to bureaucratic inertia. Pub-
lic servants have rock-solid job security and generous pen-
sions, so the workforce turns over slowly. A fast-food joint in a
town that becomes Hispanic will quickly hire Spanish-speak-
ing cashiers. The police are much slower to hire officers with a
feel for a changing community. This is not to say that Ferguson
should have sacked the white officers and replaced them with
blacks; that would be illegal. But it ought to be easier to shift of-
ficers between towns, bring in fresh faces and retrain the old
hands to be more racially sensitive.

Third, policing would be a lot easier, and race relations a lit-
tle more cordial, if America legalised drugs. One reason why
so many African-Americans distrust the police is that so many
young black men are sent to prison for non-violent drug of-
fences. If drugs were legal, no one would be patted down for
pills or jailed for possessing them. Illicit drug gangs would go
out of business. And the police would be able to concentrate
on tracking down thieves and rapists, making everyone safer.
Legalising marijuana would be a good first step, following the
examples ofColorado and Washington state. 

The ills of shrinking rust-belt towns with tetchy race rela-
tions cannot be fixed quickly. But the broken windows of Fer-
guson should remind America’s leaders that theyhave to try.7

CENTRAL bankers from
around the world gather

this week in the foothills of the
Teton mountains to hike trails
and share gossip and ideas. It is
an apposite time to swap notes:
the rich world’s economieshave
taken divergent paths and the

bankers at Jackson Hole have much to learn from one another
about which policies workbest. 

In America and Britain, output and employment have sur-
passed their pre-crisis peaks and are growing solidly. But the
picture in the rich world’sother two bigeconomies isdarker. In
the second quarter Japanese output shranksharply, largely be-
cause consumers had accelerated purchases in the first quarter
in order to avoid a consumption-tax rise. The euro zone’s woes
are harder to dismiss: second-quarter output was flat, and it re-
mains no higher than it was in 2011. 

European policymakers should study their peers. Ameri-
ca’s Federal Reserve and the BankofEngland were quick to de-
ploy unconventional stimuli such as quantitative easing (QE),
the purchase of government bonds with newly created mon-

ey. Theyhave also worried lessabout resurgent inflation, using
“forward guidance” to reassure markets that they will take
their time about raising interest rates. They have been proved
right to be relaxed: inflation in both countries remains below
targets of 2%. Their stimulus has compensated for overly tight
fiscal policies and kept deflation at bay.

The European Central Bank (ECB) reacted with admirable
force to the global financial crisis. But it has dragged its feet
since then. It has underestimated the threat of deflation, going
so far as to raise interest rates in 2011to choke offa non-existent
threat of inflation. It continues to resist QE. 

The demon ofdeflation
Thishasbeen costly. The ECB cannotbe blamed forharsh fiscal
austerity, norfor the fragilityofbanks, both ofwhich have crip-
pled growth. But it bears responsibility for inflation, which has
sunk to 0.4%, dangerously close to deflation, and far below its
target of nearly 2%. Confidence in its inflation target is eroding:
in financial markets, expectations of inflation over the next
five years have tumbled. This should frighten the bank—once
entrenched, such expectations are hard to dislodge. Low infla-
tion, and still more, deflation push up real interest rates and

Monetary policy

Be bold, Mario
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2 force businesses, households and governments to slash
spending in order to keep their debt burdens from growing. 

It is true that the ECB faces obstacles that its peers do not.
Mario Draghi, the bank’s president, lacks the political backing
for QE that his counterparts have in America, Britain and Ja-
pan; Germany’s influential Bundesbank opposes the idea.
Many of the region’s biggest problems—burdensome taxes, ex-
cessive regulation, rigid labour markets—have nothing to do
with monetary policy. Moreover, if the ECB bought govern-
ment bonds now, some argue, it would take the pressure off
the likes of Italy and France to enact structural reforms. 

This is flawed thinking. Structural reforms are needed and
would doubtless make the ECB’s job easier. But the failure of
politicians to do their duty is no reason for the bank to shirk its
own. Anyway, such reforms will take years to bear fruit, and
the euro zone needs stimulus now. 

Would QE work? With German bond yields below 1%,

pushing them lower would not release a surge of borrowing;
nor would it help small firms which banks refuse to lend to.
But massive buying of government bonds and forward guid-
ance are powerful signals of a central bank’s determination to
bolster growth and keep inflation on target.

The Bank of Japan’s experience is instructive. Its previous
rounds of QE, in 2001 and 2010, were timid. When it re-
launched the policy last year, it did so with the scale, political
supportand rhetorical commitmentneeded to jolt the country
out of its deflationary expectations. Early results are modestly
encouraging: expectations seem to be shifting, a prerequisite
for faster growth. 

The lesson for the ECB is that QE and a credible commit-
ment not to panic at the first whiffof inflation can work. These
would be bold moves for an institution whose mandate is to
keep inflation down. But, as its counterparts in America, Brit-
ain and Japan have shown, boldness pays.7

“FORESTS are the lungs of
our land,” said Franklin

Delano Roosevelt. Twenty years
ago, the world’s lungs were dis-
eased. Brazil, the country with
more tropical trees than any oth-
er, was cutting down an area of
forest two-thirds the size of Bel-

gium every year. Roughly half of all the planet’s once-luxuri-
ant tropical forestshad been felled and the furtherdegradation
of the Earth’s green spaces seemed inevitable. 

It would be too much to say that forests have made a full re-
covery. Worldwide, over 5m hectares of jungle—getting on for
two Belgiums—are still being felled or burned down each year.
In some countries, notably Indonesia, the chainsawsare grow-
ing louder. But the crisis is passing and the prognosis is starting
to improve. Fears that the great forests of the Congo would be
cleared have proved unfounded so far. Brazil and Mexico have
reduced theirdeforestation ratesbywell over two-thirds. India
and Costa Rica have done more than reduce the rate of loss:
they are replanting areas that were once clear-cut. 

Over time countries trace a “forest transition curve”. They
start in poverty with the land covered in trees. As they get rich-
er, they fell the forest and the curve plummets until it reaches a
low point when people decide to protect whatever they have
left. Then the curve rises as reforestation begins. At almost ev-
ery point along the line, countries are now doing better: defor-
esters are chopping down less; reforesters are replanting more. 

This matters to everyone, including rich countries in tem-
perate zones, because of the extraordinary contribution that
tropical forests make to mitigating carbon emissions. Trees are
carbon sinks. If you fell and burn them, you release carbon
into the atmosphere. Ifyou let them grow, they squirrel carbon
away in their trunks for centuries. Despite decades of destruc-
tion, tropical forests are still absorbing about a fifth of emis-
sions from fossil fuels each year. 

Encouraging countries to plant trees (or discouraging them

from logging) is by far the most effective way of reducing
greenhouse-gas emissions. If Brazil had kept on felling trees as
rapidly as it was cutting them down in 2005, it would, by 2013,
have put an extra 3.2 billion tonnes of carbon dioxide into the
atmosphere. That means that over those eight years it man-
aged to save six times as much carbon as ultra-green Germany
did in the same period through one of the world’s most expen-
sive renewable-energy regimes. As a way of helping the envi-
ronment, protecting trees is hard to beat. It is in everyone’s in-
terest to find out which forest policies work—and back them. 

The law in the jungle
As well as cleaner air, forests provide all sorts of benefits, such
as clean water downstream. Alas, as our article on page 56 ex-
plains, everyone is happy to enjoy the benefits but few are
willing to pay for them. So the most effective forest policies are
usually top-down bans, such as on farming or logging. 

Prohibitions by themselves, though, are not enough. Tropi-
cal forests tend to be remote places where the writ of the law
does not run. But Brazil shows that bans can be made to stick if
there is political support at the top and popular backing from
below (the policies started to bite when President Luiz Inácio
Lula da Silva tookcharge ofthem), and if there is an institution-
al network to back them up. In Brazil’s case, that meant every-
thing from satellites to show the public what was happening
in the Amazon to moratoriums on purchases of soyabeans
and beefproduced on cleared land. 

Only forested countries themselves can provide leadership
from the top. But outsiders can help. They could finance, say,
new land registries. And they should fund an all-purpose UN

programme to improve forest management in tropical coun-
tries called REDD+ (Reducing Emissions from Deforestation
and Forest Degradation). 

Rich countries spend billions on renewable energy at
home, which has so far cut carbon emissions only a bit. They
should be willing to spend a few millions abroad, protecting
tropical forests that reduce emissions a lot.7

Tropical forests

Seeing the wood 

Saving trees is one of the best ways ofsaving the environment
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Reagan and welfare

SIR – Your review ofRick
Perlstein’s “The Invisible
Bridge” contends that “grumpy
Democrats” claimed that
Ronald Reagan’s work-to-
welfare plan as governor of
California “found jobs for just
one recipient in every 500”
(“Purpose and worth”, August
2nd). But this was a tiny part of
what Reagan accomplished on
welfare as governor. The
California Welfare Reform Act
in 1971 tightened rules, fought
fraud and reduced the number
ofpeople on welfare. It also
raised the grants of80% of
honest welfare recipients, who
had not seen their payments
increase at all during the eight
years that Reagan’s Democrat-
ic predecessor was governor.
An analysis by FrankLevy of
the Urban League, who was no
fan ofReagan, called the act “a
one-in-a-thousand policy
success.”

Reagan, in a premonition of
his presidency, accomplished
this by negotiating with Bob
Moretti, the liberal and decid-
edly non-grumpy Democratic
leader of the state assembly,
forging a compromise that
carried the day. Yes, Reagan
made some demagogic state-
ments about “welfare cheats”
on the campaign hustings, and
some Democrats foolishly
denied the existence ofwelfare
fraud. But he also had a com-
mitment to effective gover-
nance that is sadly lacking
today. He was ideological, to
be sure, but he also addressed
problems in a practical way.
LOU CANNON

Biographer of Ronald Reagan
Summerland, California

The WTO can still work

SIR – Your leader on the latest
setbackfor the World Trade
Organisation sets out an
intriguing vision for the future
ofmultilateral trade liberalisa-
tion (“No more grand bar-
gains”, August 9th). But your
call for a radical change of
approach is dangerously pre-
mature. You say that the WTO

has allowed the “best [to] be
the enemy of the good” in
negotiating new trade pacts.
But in reality, last December’s

Bali accord was a radical break
from the orthodoxy ofmulti-
lateral negotiations, moving
away from the struggle for an
all-encompassing grand bar-
gain to strike a limited deal
covering a handful of impor-
tant trade reforms.

Many in the business com-
munity would agree with your
notion that the WTO might
usefully focus on stand-alone
deals for individual industries.
But is this realistic? The
mercantilist nature of trade
policy—in which “offensive”
objectives are traded against
“concessions” in other areas—
would suggest not. What the
Bali agreement showed is that
the middle ground ofslimmer
deals can work, and last
month’s impasse need not
fundamentally change that
perception. 

A more important point
follows from this: that the
delay in implementing the
core component of the Bali
agreement need not equate to
a knockout blow for the WTO.
The landmark“trade facilita-
tion” deal remains primed and
on the table. This is a very
different situation from the
previous crises which have
punctuated the much-
maligned Doha talks.

The change in circumstance
does call for a different ap-
proach; just not the one that
you suggest. It requires govern-
ments to get back to the negoti-
ating table without delay. 
HAROLD MCGRAW

Chairman
JOHN DANILOVICH

Secretary-general
International Chamber of
Commerce
Paris

Historical accuracy

SIR – The review of“Christen-
dom Destroyed” by Mark
Greengrass referred erroneous-
ly to the Treaty ofWestphalia
(“Religious warring”, August
2nd). Call me a pedant ifyou
will, but The Economist should
get it right. There was no single
treaty in 1648 but a series of
treaties. The Peace ofWest-
phalia ended one of the most
bellicose periods ofEuropean
history and arguably marked
the opening of the modern era,

with the recognition ofnation
states and the beginnings of
religious toleration in Europe.
It is only right that it should be
named correctly. 
GREGORY SHENKMAN

London

Fighting forfreedom

SIR – Charlemagne’s observa-
tion (July 26th) that some
politicians thinkEurope
should be prepared to “pull
back” over Ukraine rather than
escalate a conflict with Russia
brought to mind a quote from
John Stuart Mill:

War is an ugly thing, but not the
ugliest of things: the decayed
and degraded state ofmoral
and patriotic feeling which
thinks that nothing is worth
war is much worse…A man
who has nothing which he is
willing to fight for, nothing
which he cares more about
than he does about his perso-
nal safety, is a miserable crea-
ture who has no chance of
being free, unless made and
kept so by the exertions of
better men than himself.

ROBERT KRIEWALDT

Iola, Wisconsin

Bumper-stickerpolitics

SIR – Your story about Alber-
ta’s licence-plate row (“Plate-
gate”, August 2nd) gave New
Hampshire too much credit for
being open-minded because it
allows drivers to cover the
state’s motto on their car
plates. New Hampshire used
to see no irony in using repeat-
ed prosecutions to compel its
residents to display “Live Free
or Die”, even for those who
had religious objections. It
relented only after the federal
Supreme Court reminded it
about the first amendment in
Woolley v Maynard (1977).
MICHAEL GIBSON

Professor of law
Oklahoma City University

Britons abroad

SIR – That 9% ofBritish nation-
als live abroad is not in itself
surprising (“And don’t come
back”, August 9th). What is
surprising is that a pragmatic
people like the British adopt
the kind ofnegative attitude

towards their own expats that
an incompetent shopkeeper
might take towards his custom-
ers, mistakenly believing that
as soon as they have left his
shop they cannot possibly be
ofany further interest.

Britain is often uncomfort-
able with its own constitution-
al matters, and seems particu-
larly inept where British
nationality is concerned. In the
case ofBritish expats, all have
the right to return, and many
do, even after 30 or 40 years,
despite having been stripped
of the vote for much of their
time abroad. IfBritain were to
leave the European Union
perhaps as many as a million
expats might come home. As
well as maintaining relations
with expats today, the govern-
ment would be wise to plan
for their return in the future.
CHRISTOPHER CHANTREY

Former chairman
British Community Committee of
France
Paris

SIR – As a resident ofBrazil for
more than 30 years and being
responsible for one of the few
remaining British-owned
manufacturing businesses
here, I can only agree with the
comments expressed in your
article. No interest has been
shown over the years by repre-
sentatives of the British gov-
ernment or trade organisations
in using whatever knowledge
we may have acquired ofour
industry or ofBrazil in general.
MICHAEL SIMMONS

São Paulo

Too many minutes

SIR – Schumpeter wants to
declutter the company (August
2nd). One objective is rather
easy to achieve: decrease the
frequency and the length of
meetings. Don’t allow any
participant to sit down and
enjoy coffee.
RONALD DE REGT

Keerbergen, Belgium7
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Americas: A popular president
After two years in office the approval
rating of the president of the

Dominican Republic is sky high. But power
cuts and crime still blight the country

Daily chart: The best places to live
Melbourne is the best place in the
world to live according to an index of

“liveability” produced by the Economist
Intelligence Unit, our sister company

Travel: A byte to eat
A cross between “Star Wars” R2-D2
and Disney’s Wall-E, it is hoped that

“botlr”, a butler robot, will one day help with
hotels’ room-service requests 

Neighbour languages
After paying the exorbitant toll to cross the
bridge from Denmark to Sweden there is a
curious shift in languages. Our Johnson
columnist explores how the Danish,
Norwegian and Swedish tongues are more
or less mutually intelligible

Links to all these stories 
can be found at:
economist.com/dh81
or by scanning this code

Visit economist.com for news, blogs, audio, video, interactive graphics and debates
Links to all the stories below can be found at: economist.com/dh81

The Jackson Hole symposium
On August 21st the world’s most powerful
economists gathered at the mountain resort
of Jackson Hole in Wyoming for three days of
discussions on the world economy. We
explain how this annual symposium of dismal
scientists has become so important

Economic indicators
Economic and financial statistics have
featured in The Economist since our first
issue in 1843. In addition to the tables in
the back of this newspaper, we are now
publishing interactive indicators on our
website that will be updated twice a day
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“The problem is that growth is far below
potential. And the problem is now, not in the
long run. ItÕs like having a car running on two
cylinders and solemnly declaring that the
answer is to buy a car with a bigger engine. A
bigger engine might be a great thing to have,
but it is not your immediate problem.”—on
“Cyclical stagnation”, August 16th 2014
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VACANCY ANNOUNCEMENT
CGIAR is a global partnership that unites organizations engaged in 
agricultural research for sustainable development with the funders of this 
work. The funders, represented by the CGIAR Fund, include developing 
and industrialized country governments, foundations, and international 
and regional organizations. The work they support is carried out by 15 
members of the CGIAR Consortium of International Agricultural Research 
Centers, that have approximately 10,000 staff; operate in 80 countries; have 
a consolidated turnover of about $1 Billion per annum; and work in close 
collaboration with hundreds of partner organizations.

The CGIAR Consortium is recruiting for the following key positions:  

Director of Science

The Director of Science, reporting 
to the Chief Science Offi cer, will 
provide strategic guidance and 
monitor the performance of the 
CGIAR Research Programs (CRPs) to 
ensure that outcomes are defi ned, 
and the quality and relevance of 
research are enhanced, to contribute 
to the mission and organizational 
objectives of the CGIAR.

Legal Offi cer

The Legal Offi cer will provide legal 
and intellectual property guidance 
and expertise, and coordinate 
the implementation of the CGIAR 
Principles on the Management 
of Intellectual Assets, and their 
Guidelines, to ensure the sound 
management of intellectual assets 
in the CGIAR.

All positions are based at the Consortium HQ in Montpellier, France.

For detailed position profi les and information about the CGIAR, visit www.cgiar.org 
 

Only short-listed candidates will be contacted.

Director of Talent Management and 
Human Resources

The Director of Talent Management 
and Human Resources will 
provide strategic leadership in the 
management of human capital, 
champion system-wide human 
resources harmonization initiatives 
and oversee the human resources 
unit of the Consortium Offi ce.

Executive Offi cer

The Executive Offi cer will provide 
strategic support to the Chief 
Executive Offi cer, Board Chair 
and Consortium Board (as Board 
Secretary) in a wide range of 
administrative and general duties 
of a highly responsible and 
confi dential nature.

Consortium

Executive Focus
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NEARLY every night, Felicia Pope’s
house fills with smoke and tear gas.

Her four-month-old granddaughter has no
idea why the air stings her throat. Her fam-
ily feels trapped. But the protests outside
over the death ofMichael Brown, a local 18-
year-old, show no sign ofending. 

Ferguson, a suburb of St Louis, Missou-
ri, erupted after Mr Brown, who was black,
was shot six times and killed by Darren
Wilson, a white policeman, on August 9th.
Each day the protests start peacefully, with
demonstrators holding their hands in the
air and chanting: “Hands up, don’t shoot!”
But night after night, they have degenerat-
ed into mayhem, with bottles thrown,
shops looted and police dishing out tear
gas, flash grenades and rubber bullets. 

No one knows for sure what happened
in the momentsbefore MrBrown died. The
police say he attacked Mr Wilson and tried
to seize his gun. Not so, says a friend of Mr
Brown’s who was with him at the time: he
was shot while trying to surrender. 

To begin with, the crowds knew neither
the name of the cop who shot him nor
much about MrBrown himself, besides his
family’s description of him as a “gentle
giant” (he was six feet four). Afterangry de-
mands for more transparency, the police
released Mr Wilson’s name on August15th.
They also released a video showing a man
they say was Mr Brown robbing a liquor
store minutes before his fatal encounter
with Mr Wilson. Mr Brown can be seen
shoving and menacing a tiny shop assis-

being stopped on his bicycle when he was
15; he adds: “I can’t count how many times
I’ve been stopped since.”

In thiscontext, “it ishard to point to any-
thing that Ferguson police did [since Mr
Brown’s shooting] that was not wrong,”
says Gene O’Donnell of the John Jay Col-
lege of Criminal Justice. They left Mr
Brown’s body on the street for four hours.
They withheld the name ofthe officer who
shot him. They confronted peaceful de-
monstrators and rioters alike with a stun-
ning show of force—armoured cars with
snipers on top—and precious little tact.
This is despite the appointment of a black
state highway patrol officer, Ron Johnson,
to co-ordinate state and local law-enforce-
ment agencies in Ferguson. 

On August 18th Barack Obama joined a
bipartisan chorus of disapproval, saying
that America needs to “maintain a distinc-
tion between our military and domestic
law enforcement”. The Pentagon supplies
local police all over America with surplus
military kit of the sort seen this week on
the streets of Ferguson; Mr Obama vowed
“to make sure that what they’re purchasing
is stuffthat they actually need”.

Before midnight on August 19th clergy
in Ferguson led protesters in prayer. Before
the crowd could disperse, someone threw
a bottle at the police. Within minutes, cha-
os reigned. The police gave chase. Clergy
made a human chain between the police
and the protesters. Journalists, including
your correspondent, were ordered into a
“designated media area”. Protesters took
refuge in their midst.

Eric Holder, the attorney-general, ar-
rived in Ferguson on August 20th to meet
federal investigators. That same day the
county prosecutor presented evidence
about Mr Brown’s shooting to a grand jury,
which could take months to decide wheth-
er or not to indict anyone. 

There was lessviolence on August 20th,

tant who tries to stop him. 
It is unclear whether Mr Wilson knew

that Mr Brown was a robbery suspect
when he shot him. And the release of the
video infuriated the crowds even more.
Some dismissed it as a smear; others, as ir-
relevant. “That is some bullshit,” says Nes-
tlé Webster, a protester. “How does it justi-
fy six bullets in him? It’s just wrong.” Soon
after the video aired, looters ransacked the
store Mr Brown allegedly robbed. 

Ferguson is a small community—some
21,000 people live there—with a rapidly
changing population. In 1990 it was 75%
white; in 2010 it was 67% black. The police
force has not adapted: it is 95% white and
widely distrusted. The mayor, who is also
white, has appeared clueless since Mr
Brown’s shooting. He said in a television
interview that there was no racial divide in
Ferguson. That is not how many black resi-
dents see it. Stephan Hampton, for exam-
ple, recalls that his grandfather was killed
by police in 1984. He also remembers the
date when the cops first stopped him:
“May 26th, 2010”. Mr Webster remembers

The Ferguson riots
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2 as the police started to work with clergy
and community leaders to defuse ten-
sions. Officials say Ferguson wants to hire
more black police and is considering re-
quiring all cops to wear cameras. 

The riots have hurt business. “It’s going
to kill us,” says Dan McMullen, the owner
of Solo Insurance. His windows were bro-
ken by looters. He has had only one cus-
tomer since the shooting, and has laid off
most of his staff. If no one is indicted, he
worries that things will get worse. “I’ll
think I’ll stay home,” he says. 

Rioting seldom makes life better for
anyone, and the damage can last for years.
Looters often make shopkeepers flee per-
manently to safer towns. Those who re-
main face less competition and therefore
raise prices, making life even harder for res-
idents. Newark and Detroit have never
fully recovered from the riots of1967.

Smug television broadcasts in Russia
and China have wildly exaggerated the
sickness of which Ferguson is a symptom.
But it is real enough. The police in and
around Ferguson have shot and killed
twice as many people in the past two
weeks (Mr Brown plus one other) as the
police in Japan, a nation of127m, have shot
and killed in the past six years. Nation-
wide, America’s police kill roughly one
person a day (see chart on previous page). 

This is not because they are trigger-hap-
py but because they are nervous. The citi-
zens they encounter have perhaps 300m
guns between them, so a cop never knows
whether the hand in a suspect’s pocket is
gripping a Glock. This will not change
soon. Even mild gun-controls laws tend to
fail. And many Americans will look at the
havoc in Ferguson and conclude that it’s
time to buy a gun, just in case. 7

RICK PERRY was indicted on August 15th
for “coercion” and abuse of his office.

Those are serious crimes; if convicted of
the latter, he could face up to 99 years in pri-
son. Yet he seems unruffled.

MrPerry is planning to step down as go-
vernor of Texas next year, after 14 years on
the job. He is expected to run again for the
Republican presidential nomination:
party activists warm to him, thanks partly
to his robust response this summer to an
influx of unaccompanied child migrants
across the Mexican border. Last week in
Iowa he described himself as “awesome”.

So the timing of these charges is awkward.
The prosecutor, Michael McCrum, has

yet to lay out his evidence. After reading
the two-page indictment, however, even
liberals were unconvinced. “Unbelievably
ridiculous,” wrote Jonathan Chait of New

York magazine. “Sketchy,” tweeted David
Axelrod, a former aide to Barack Obama.
“Gov. Rick Perry of Texas is one of the least
thoughtful and most damaging state lead-
ers in America,” thundered the New York

Times; nonetheless, the indictment “ap-
pears to be the product of an overzealous
prosecution.” 

At issue is Mr Perry’s response to an epi-
sode in April last year. The district attorney
of Travis County, Rosemary Lehmberg,
was arrested for drunk driving and sen-
tenced to 45 days in jail. Mr Perry called for
her resignation. Many Democrats quietly
agreed with him, butMsLehmbergrefused
to resign. Travis County, which encom-
passes Austin, is heavily Democratic, and
the district attorney’s office includes some-
thing called the Public Integrity Unit (PIU),
which investigates corruption among
statewide officials—most of whom, in Tex-
as, are Republican. So Travis County’s dis-
trict attorney is one of the most powerful
Democrats in Texas. If Ms Lehmberg re-
signed, Mr Perry would have had a chance
to appoint a Republican to replace her. 

Mr Perry, though, did more than simply
call for Ms Lehmberg’s resignation. In June
2013 his staffconfirmed that he had made it
known that he would use his line-item
veto to remove the PIU’s state funding un-
less Ms Lehmberg stepped down. Several
days later, he did. The indictment is cryptic,
but it seems to be based on the veto itself
and the veto threat, respectively. 

Yet the veto, though unusual, was
surely legal. The governor has a line-item
veto and does not have to give reasons for
using it. As for the veto threat, MrPerry’s le-
gal team insist that any such communica-
tion, if it occurred, was political speech
protected by the First Amendment. The
prosecutor seems to regard the normal cut-
and-thrust ofpolitics as a crime. 

Most lawyers and pundits agree that
the case against Mr Perry seems tenuous.
But some think the apparent flimsiness of
the indictment may prove to be its most
ominous aspect. It raises the possibility
that the prosecutor’s evidence, which has
been presented to the grand jury but not to
the public, was convincing. 

Grand juries are unpredictable but Mr
Perry, who has never been prone to worry-
ing, does not seem to have started now.
Over the weekend he was defiant, dismiss-
ing the indictmentasan abuse ofpower di-
rected at him. On August 19th he turned
himself in at a Travis County courthouse
and posed for a rather fetching mugshot.
Later this week, he will proceed with plans
to appear in New Hampshire, the state that
holds the first primary in 2016.7

The indictment of Rick Perry

Criminalising
politics

AUSTIN

Even Democrats thinkthe charges
against the Texas governorare absurd

Source: Department of Education

Share of enrolment in public elementary and
secondary schools, % of total

0

20

10

40

30

60

50

80

70

100

90

1997 2000 05 10 15 20 22

White

Black

Hispanic

Asian/Pacific Islander
Others

FOREC AST
When stuck for anything insightful to say,
politicians often waffle about how chil-
dren are the future. They are right, of
course. When the new school year begins
this autumn, most children in public
schools will, for the first time, be non-
white, projects the Department of Educa-
tion. America will not be majority-minor-
ity until 2043, says the Census Bureau, so
schools give an early glimpse of what that
might feel like. The answer is: not so very
different. White children are still a major-
ity in most schools. This is partly because
blacks are so concentrated: in the north-
east, now home to the country’s most
segregated schools, more than half of
African-American pupils sit in classrooms
where at least 90% of children are from
minorities. On the 60th anniversary of
the desegregation of public schools
“separate but equal” has, in many places,
been replaced with equal but separate.
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IF BARACK OBAMA has to spend his final
two years in office using his veto as often

as his golf clubs, he will curse Alaska’s
primary voters. On August 19th Republi-
cans picked Dan Sullivan to run for the US

Senate, a safer choice than Joe Miller, who
wants to do to government what lumber-
jacks do to trees. Mr Miller’s unsuccessful
Senate campaign in 2010 tested the limits
of Alaska’s appetite for small-government
populism, a cause that was not helped
when his security team inadvertently
handcuffed a reporter. 

Fearing a repeat this year, the Republi-
can National Committee and some mu-
nificent donors got behind Mr Sullivan in-
stead. For the same reasons, Democrats
spentclose to $4m trying to putRepublican
primary voters off him. It did not work. As
in all the other competitive GOP Senate
primaries this year, Republican voters took
a pragmatic turn and picked the candidate
with the best chance of winning in No-
vember. Paddy Power, a bookmaker, gives
the Republicans a 73% chance of capturing
the Senate (see chart).

Mr Sullivan looks like a strong candi-
date: he has served as Alaska’s attorney-
general and natural resources commis-
sioner and as a trade negotiator under
George W. Bush. He faces Mark Begich, a
Democrat who won only narrowly in
2008, even though his opponent, the late
Ted Stevens, spent much of the campaign
on trial for corruption. (Republicans are
still furious that this trial probably tipped
the result. Stevenswasfound guilty just be-
fore the election; the verdict was later
struck down because rogue prosecutors
had suppressed exculpatory evidence.)

On election night the Begich and Sulli-
van campaignscelebrated in rival pizza res-
taurants a block apart. Mr Begich told his
supporters he was running to save Medi-
care, to protect the rights of women and to
boost the minimum wage. MrSullivan was
less talkative, though a spokesman said he
would campaign on preventing the Envi-
ronmental Protection Agency from stifling
economic development.

In a state that is deep red in presidential
elections, and in a tough year for Demo-
crats nationally, this match-up ought to fa-
vour the GOP. Yet in Alaska, where the
highest federal spending per person coex-
ists with a suspicion ofWashington’s inter-
ference, the obvious thing does not always
happen. MrSullivan is a newcomer to elec-
toral politics. Mr Begich is a better cam-

paigner and benefits from his family’s long
political history in the state. His father was
a member of the House of Representatives
who died in office when a plane carrying
him disappeared somewhere between
Anchorage, the main commercial city, and
Juneau, the capital. More importantly, Mr
Begich is a pro-gun, pro-drilling sort of
Democrat, the kind of political hybrid that
Alaskans like. The state’s other senator,
Lisa Murkowski, is a rare pro-choice Re-
publican and one of the few senators will-
ing to buckher party.

Alaskans’ love of combinations that
would taste odd in the lower 48, as they
call the rest of continental America, was
also brought out by a ballot measure on
taxing oil companies. Hydrocarbons pro-
vide the state with 90% of its annual bud-
get. The University of Alaska, Anchorage

estimates that on average in 2010 a family
of four gained $22,000 of benefits from
Alaskan oil, in the form of tax relief, divi-
dends from a fund that doles out petrodol-
lars and more generous public services.
This dependence goes along with some re-
sentment ofoil firms’ influence on politics. 

The state’s revenues from oil, which
track the price of crude, have remained bu-
oyant but oil production has declined
steadily since its peak in 1988. This has gen-
erated a long-running argument about
whether the likes of ExxonMobil and BP

should be taxed to squeeze as much rev-
enue as possible from a dwindling asset or
more lightly so as to encourage exploration
that might boost production. In 2007 the
squeezers won when a proposal to in-
crease taxes on oil firms was championed
and signed by the then governor, Sarah Pa-
lin (pictured). This was later replaced with
a tax rate that did not change with the oil
price, a formula that oil firms prefer. The
ballot measure, which would have
brought backthe old law, was narrowly de-
feated, though not before Mrs Palin found
herself on the same side as the state’s most
progressive Democrats.

The fight was expensive: the oil compa-
nies spent $14m campaigning to persuade
a population smaller than that ofSan Fran-
cisco to keep the law as it is. Reporters spot-
ted buses laid on by the firms to get work-
ers to the polling booths. The industry’s
opponents spentonly$500,000 but lostby
just 7,000 votes. This is unlikely to settle
the question: Alaska has made 19 substan-
tial changes to the way oil production is
taxed since 1973, says Gunnar Knapp of the
University of Alaska, Anchorage. But the
closeness of the campaign suggests that
the Senate seat will be harder for Republi-
cans to win than their strategists realise. 7
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JOSÉ MARROQUINliveswith hismother,
wife and four children in a tiny apart-
ment in a rough part of town. It costs the

seven of them $1,080 a month: about two-
thirds of their cash income, most of which
comes from Mr Marroquin’s job as a fork-
lift driver. Steep rents for tiny spaces are the
norm in dense cities like New York or San
Francisco. But Mr Marroquin lives in Los
Angeles, a city known for spacious homes
and sprawl. Even in South Central LA,
which is poor and gang-plagued, renting a
place to live is expensive.

A new study by the University of Cali-
fornia, Los Angeles concludes that LA has
the least affordable rental homes in Ameri-
ca, and other reports rate California as the
worst state both for renters and mortgage-
payers (see map). The UCLA study reports
that tenants in LA spend on average 47% of
their gross income on rent—a higher share
than in any other city. (Academics typical-
ly deem rent “unaffordable” if it eats up
more than 30% ofa household’s income).

Median rents in LA have risen more
than 25% since 2000, while median house-
hold income has fallen slightly. New York
and San Francisco have slightly higher
rents but much higher incomes: the annual
median in LA is $57,000 to San Francisco’s
$75,000 and New York’s $64,000. 

LA’s deep-rooted culture of NIMBYism
makes matters worse. If developers could
build more high-rise or high-density hous-
ing, rents would fall. But thanks to restric-
tive zoning laws, they find this extremely
hard. The zoning code hasn’t changed
much since the 1940s. More than 78% ofthe
city’s residential land is currently zoned for
single-family dwellings, according to the
LA Department of City Planning. By com-
parison, only 24% ofSan Francisco and 25%
of New York City is zoned exclusively for
one- and two-family homes.

Some of California’s green rules drive
up rents—and hurt the environment, too.
The California Environmental Quality Act
(CEQA), signed by Governor Ronald Rea-
gan in 1970, allows almost anyone to sue to
blockany development, and is used by the
slow-growth lobby to thwart vertical ex-
pansion. “The irony is that CEQA is now
preventing us from building high-rises
near public transit, which would improve
the environmental quality by allowing
people to walk more and not use their
cars,” says Richard Green of the University
ofSouthern California.

Developers seeking to build in LA today

find that they have to scale back their pro-
jects to get them built at all. Construction
began on Ponte Vista, a cluster of 676
homes near the Port of LA, earlier this year.
The original plans called for three times as
many units, but the project was cut back
after neighbours protested about the extra
traffic it would bring. In February a judge
struck down what he called a “fatally

flawed” plan to build taller, denser build-
ings in some parts of Hollywood, after
community groups sued under CEQA,
complaining that the plan would “Man-
hattanise” Hollywood.

Last year Takao Suzuki, a developer, fin-
ished a 45-unit affordable housing com-
plex in LA’sHistoricFilipinotown. The five-
storey building was originally slated to
contain 70 units, but after years of knock-
ing heads with NIMBYists, Mr Suzuki
agreed to build fewer. “We had no choice.
NIMBYism has been institutionalised by
the zoning code in Los Angeles,” says Mr
Suzuki. He received more than 2,000 appli-
cations for 45 subsidised apartments.

Areport by the California Housing Part-
nership Corp, a non-profit, claims that Los
Angeles County faces the greatest shortage
of affordable housing in California. The
city needs nearly another half a million
homes with below-market rents, it reck-
ons. Until that happens, people like the
Marroquins will be tempted to leave town.
Mr Marroquin says he has considered Riv-
erside County, part of the Inland Empire,
where jobs are scarce but rents are lower.
“It can’t be worse than here,” he says.7
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The politics of beer

Howling for a growler

SALES ofcraft beer, which tastes better
than the mass-market slop, were up

17.2% last year, even as overall beer sales
fell 1.9%. Small wonder the big, bland
brewers want to stop you drinking it. The
latest bar brawl concerns growlers; the
jugs which those who wish to continue
quaffing at home use to carry beer from
the bar. Growlers commonly come in
three sizes: one gallon (eight pints—prob-
ably flat by the time it’s finished); quarter-
gallon (too little and likely gone on the
walkhome) and half-gallon (just right).
The midsized variety is the best, but is
banned in Florida, Mississippi and Idaho. 

Craft-brewers in the Sunshine State
petitioned to get half-gallon growlers
legalised. The big brewers objected,
saying this would undermine a system
whereby the manufacture, distribution
and retailing ofbeer have long been
separated. After much lobbying, a Florida
Senate bill was drafted; it allowed half-
gallon growlers but only ifcraft-brewers
used a distributor for all off-sales. In
practice this would have meant that a bar
would have to buy back its own beer
from a middleman (at a mark-up, of
course) before selling it to a thirsty con-
sumer. The bill died in the House. 

Josh Aubuchon of the Florida Brewers
Guild says that beer giants tooka stand

against growlers because they feel threat-
ened. Their market share is declining as
more Americans choose to “drink less,
drinkbetter,” he says. 

Booze rules vary a lot between states,
and typically make as much sense as a
man who’s had ten pints trying to ex-
plain quantum physics. For example, 36
states allow brewers to distribute their
own wares, up to a point. But not Florida.
Ifa local restaurant runs out ofhis beer,
laments Ben Davis, the owner of Intu-
ition Ale Works in Jacksonville, it is illegal
for him to drop offa keg or two; the res-
taurant must wait days for a distributor. 

Under a federal franchise law it is hard
for brewers to switch distributors. New
Yorkstate gives a partial exemption to
firms that brew less than 300,000 barrels
a year. But such small-business friendly
laws are rare. The system is set up to
protect big brewers, distributors and
“fizzy, flavourless beers,” complains Mr
Aubuchon. 

Florida’s primary elections, which are
on August 26th, are firing up both sides.
Governor RickScott, a Republican, has
said he favours legalising half-gallon
growlers. So does Charlie Crist, his most
likely Democratic opponent. But state
lawmakers are divided, and the big brew-
ers are not beaten yet. Expect spillage.

Forget Obamacare and unemployment. The big issue in Florida is beer jugs
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OF ALL the ways in which America is exceptional, its practice
of electing judges is one of the least obvious and most strik-

ing. The spectacle of someone who has the power to hand out
death sentences making stump speeches, seeking endorsements
and raising funds has long seemed odd to outsiders. Alexis de
Tocqueville, whose travels around the country coincided with
the spread of judicial elections, predicted that “these innovations
will, sooner or later, have disastrous results.” It is a view shared
by many of the judges running for office around the country.

Judicial elections are becoming a lot like any other. Tennes-
see’s recent race was a good example. A few days before the poll
Gary Wade, the chief justice on the state’s Supreme Court, sat in
his office, a room enlivened by a bearskin rug on the floor, com-
plete with paws and snarling mouth. Mr Wade had faced the vot-
ers five times before, but this election was the first time he had to
do any actual campaigning. Tennessee’s race became unexpect-
edly political: the three judges up for retention were hit with ad-
verts denouncing them as Obamacare-loving liberals, though
their court has never ruled on the subject. The judges responded
by raising over $1m to buy adverts of their own. 

Since candidates must sign off on their campaign-finance re-
ports, they know who has given money. One of Mr Wade’s do-
nors was a lawyer who recently lost a case before him. Through-
out the election a judge has to carry on doing his day job: in the
afternoon Mr Wade will consider an opinion in the back of a car
on the way to a campaign event. “I never thought I would be do-
ing this,” he says. Still, the mudslinging in Tennessee was mild
compared with this year’s race in North Carolina, where a judge
was attacked in adverts funded by business interests that accused
her ofbeing soft on paedophiles.

Between 2000 and 2009 spending on state supreme court
races increased two and a half times compared with the previous
decade, according to data compiled by the Brennan Centre at
New York University and two charities, Justice at Stake and the
National Institute on Money in State Politics. In 2011-12 spending
reached $56m. Three thingsaccount for the increase. First, the bat-
tles over tort law that erupted in the 1990s, with companies grip-
ing that frivolous lawsuits were costing them a mint and trial law-
yers insisting that everyone deserves a day in court. (The lawyers

bankrolled Democrats to thwart tort reform; companies grew im-
patient and started funding efforts to replace plaintiff-friendly
judges.) Second, the Supreme Court ruling in the case of Minneso-

ta v White that judgeshave free-speech rightsand maypronounce
on politics. Third, the increase in spending by campaign groups
that followed another Supreme Court ruling, Citizens United.

All this means that judges are raising much more money. Wal-
lace Jefferson, the former chief justice of the Texas Supreme
Court, describes a visit to the boardroom ofa Texan law firm dur-
ing his most recent election campaign. He asked the assembled
lawyers for their support and they responded with assurances
that they would donate. But, they said, his opponent was a judge
on the local circuit whom they appeared in front of frequently, so
they would have to support him too.

Most voters do not know their judges, so party affiliation and
having a good name count for much more on the ballot paper
than the quality of the candidate’s decisions. What is a good
name? “Wallace Jefferson is a good name.” Since people often
vote for the same party the whole way down the ballot, in races
where judges must be party members they can find themselves
slung out for reasons that bear no relation to judging. In 2008 Tex-
as lost some well-qualified Republican judges, some of whom
were replaced by Democrats with no experience, a pattern that
was reversed in 2012. Texan judges are still pretty good, but “that’s
more to do with luck than anything,” says Mr Jefferson.

Electing judges is a bad idea because judges are not like politi-
cians. It is fine for a politician to make deals with voters; to say,
“Vote for me and I’ll raise the minimum wage” or “Vote for me
and I’ll cut taxes.” But it is an abuse of power for a judge to pro-
mise—or even hint—that he will decide future cases on any basis
other than the factsand the law. Standingforelection gives judges
an incentive to smile on people voters like and get tough on those
they hate. That is hardly a recipe for impartiality.

Vote forme and I’ll jail the people you hate
A study of rulings in 276,000 cases in Washington state by Carlos
Berdejo of Loyola Law School and Noam Yuchtman of the Uni-
versity of California, Berkeley found that judges gave criminals
sentences that were 10% longer when they were about to face re-
election. Another study by the left-leaning Centre for American
Progress found that races that costover$3m led to more rulings fa-
vouring the prosecution. At a time when many states are con-
cluding that harsh justice is expensive and counter-productive,
elected judges may prove an obstacle to reform.

Another worry, says Rebecca Love Courlis, a former chief jus-
tice of Colorado, is that as the election of judges comes to resem-
ble the contests for any other political office, voters will start to
hold judges in the same esteem as other elected politicians. In
1998 a poll for Texas’s Supreme Court found that 83% of Texans
thought that campaign contributions influenced judicial deci-
sions. More worryingly, 48% ofthe judgesagreed. Those numbers
are unlikely to have improved since.

Mr Wade won in Tennessee, helped in part by a new-found
flair for campaigning: his website featured a picture of the judge
with his arm around Dolly Parton, a high-school friend and local
megastar. Still, de Tocqueville’s view that judicial elections were
an attack “against the democratic republic itself” is worth listen-
ing to. When first introduced, elections were seen as a way to in-
sulate judicial nominations from the perception of corruption.
Now they are having the opposite effect.7

The trouble with electing judges

They’re not politicians, so theyshouldn’t act like them

Lexington
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SET beside a lake two hours’ drive from
Mexico City, Valle de Bravo brands itself

a Pueblo Mágico (“Magical Town”). Nor-
mally it is a place where the capital’s
wealthy residents come to sail, jet ski and
show off their SUVs. Now its cobbled
streets look as if they had been cursed. It is
patrolled by soldiers, marines and federal
police bristling with machineguns. Holi-
daymakers stay away. 

Everyone is responding to a spate of
kidnappings in the town and the sur-
rounding pine-covered mountains that
serves as a reminder of how vulnerable
parts of Mexico remain to violent crime—
even the playgrounds of the rich. That is an
impression President Enrique Peña Nieto
has spent more than 18 months trying to
dispel in his drive to reform the economy
and attract foreign investment. On the rare
occasions when he discusses crime, he ar-
gues that his security strategy is making
the country safer.

On August 22nd Mr Peña will launch
the most tangible aspect of that strategy, a
new police force grandly called “the gen-
darmerie”. The name echoes European
paramilitary forerunners such as France’s
Gendarmerie Nationale and was con-
ceived on the campaign trail in 2012. But
the reality is far more modest, numbering
just 5,000 members. Nor will it take over
the army’s crime-fighting efforts as Mr
Peña had originally intended. Instead it

ed). The government says kidnappings,
which surged last year, are also declining
(though on August15th the US State Depart-
ment issued a travel warning that almost
70 American citizens had been kidnapped
in Mexico in the first halfof the year). 

In polls, Mexicans say they are still as
worried about security as they were when
MrPeña came to power, despite his admin-
istration’s success in capturingseveral drug
kingpins. That is partly because in several
areas the murder rate remains intolerably
high. For instance, violence in former kill-
ing grounds such as Ciudad Juárez in the
border state of Chihuahua has fallen dra-
matically, but the state’s murder rate is still
over three times the national average.

It is also because other crimes such as
kidnapping and extortion have mush-
roomed. These are just as alarming for or-
dinary citizens as seeing members of drug
gangsslaughtereach other. Such crimes are
particularlyprominent in the teeming pov-
erty traps, such as Ecatepec and Nezahual-
cóyotl, that surround the capital, where
law-enforcement is corrupt and violence is
so rampant that taking a bus, in the words
of one analyst, is an “extremist sport”.
These areas get less attention than wealthy
enclaves like Valle de Bravo. 

Given the prevailingsense ofinsecurity,
the launch of a well-equipped gendarmer-
ie may make a flashy photo op. But an-
alysts say that forordinarycitizens, reform-
ing their inept state and local police forces
is likely to make far more of a difference
than bolstering the federal security appa-
ratus. “The government cares more about
the optics than about the operational val-
ue of these new units,” says Alejandro
Hope, a security analyst.

What’s more, the implicit message from
creating such a small new civilian police
force is that the army will remain on the 

will be an additional branch of the civilian
federal police, bringing that force’s total
strength to 41,000. It will have special re-
sponsibility for protecting Mexico’s eco-
nomic assets—oil, mines, farms and so
forth—from organised crime. 

Monte Alejandro Rubido, the national
security commissioner, says its young re-
cruits, unsullied by previous police work,
will improve the force’s image. But their
brief to promote “citizen security” looks
more like business security. Their remit ex-
tends from protecting lemon growers
against extortion to making sure gangsters
do notdeterforeigners from investing in oil
wells and petrochemical plants.

Some security experts have high hopes.
“It came late and it’s smaller than expected,
but it will be welcome if it strengthens the
federal police,” says Rafael Fernández de
Castro, a Mexican academic. Others say it
is a symptom of a security strategy that fo-
cuses more on appearances than realities.
“The gendarmerie is an aspirin to fight a
cancer,” says Ernesto López Portillo, head
of the Institute for Security and Democra-
cy, a policing consultancy. “Mr Peña is basi-
cally repeating history by creating more
police. What we need is better police.” 

In the government’s assessment, the
cancer is already in remission. In July Mr
Peña trumpeted a 27% drop in murders in
the first halfof the year compared with the
same period in 2012 (before he was elect-

Fighting crime in Mexico

The Feds ride out

VALLE DE BRAVO

Mexico gets a new police force. It needs a new policing strategy
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2 streets, even though it lacks the communi-
ty-policing expertise that Mr Peña’s gov-
ernment has previously said is crucial in
preventing crime. The gendarmerie will
“barely make a dent” in the armed forces’
role in law enforcement, Mr Hope says.

Measures to improve business security
are certainly needed, though problems are
so widespread that the gendarmerie may
struggle to make an impact. For instance,

when authorities this year stopped drug
lords in the south-western port of Lázaro
Cárdenas from exhorting miners to sell
iron ore illegally to China, they moved the
business swiftly up the coast to Manzani-
llo. Inland, criminals recently torched five
lorries transporting Coca-Cola. On the east
coast, violent gangs pilfer oil from Pemex,
the state oil company. Illegal logging is a
curse in the Sierra Madre mountains on

both sides of the country.
Securing Valle de Bravo’s tourist trade

will be one of the gendarmerie’s first mis-
sions. The town is hedging its bets, though.
This week in a burst of gratitude to patrol-
ling marines the state governor an-
nounced that it had set aside 80 hectares
(200 acres) ofland fora naval training base,
though it will be hundreds of miles from
the sea.7

Oil in Canada

Crude errors

FOR environmentalists, battling oil
pipelines has become a surrogate for

constraining the growth ofCanada’s tar
sands and their greenhouse-gas emis-
sions. Without such proposed, but
stalled, pipeline projects as Northern
Gateway in Canada or Keystone XL in the
United States, more tar-sands bitumen
cannot get to markets—or so they
thought. But railways have taken up the
slackwith trains, often more than 100
wagons long, rumbling through towns
across North America. 

That has brought other risks, as be-
came tragically clear early on July 6th
2013 when a parked train of72 tanker
wagons broke free from its brakes. The
train rolled downhill for11kilometres (7
miles), reaching speeds ofover 65mph,
before exploding in Lac-Mégantic in
Quebec. The resulting fire incinerated 47
people and destroyed the town’s centre.

In its final report into the disaster,
issued this week, Canada’s Transporta-
tion Safety Board (TSB) identified 18
failings. These included a lackofstan-
dards, poor training and easily punctured
tanks. Wendy Tadros, the board’s chair-
woman, noted that regulators had failed
to respond to the growth in the move-
ment ofoil by rail. Will that now change?

The TSB calls for physical restraints,
such as wheel chocks, for parked trains. It
wants Transport Canada, the regulator, to
begin rigorous audits of railway compa-

nies’ compliance with safety-manage-
ment systems. Lisa Raitt, the transport
minister, has asked her department to
consider the recommendations. 

Some changes have already hap-
pened. Railway operators are now re-
quired to have safety drills for flammable
shipments and to route such trains to
avoid built-up areas where possible;
where it is not, in America the companies
have agreed a 40mph speed limit.

There has been less progress in imple-
menting a past TSB call for new and more
robust wagons for flammable liquids. In
April Transport Canada proposed to give
carriers three years to match tougher
standards already applied in the United
States to wagons built after October 2011.
About14,000 of those are in use in North
America, but so are 78,000 of the older
tanker wagons. Most of these are owned
by leasing companies and shippers, who
face costs amounting to perhaps $35,000
per wagon for the upgrade.

There is no sign ofa halt to the growth
ofrail shipments ofoil. The Canadian
Association ofPetroleum Producers
estimates about 700,000 barrels a day of
crude will be shipped by rail by 2016, up
from about 200,000 in late 2013. Ameri-
can railways carried 434,032 wagon-loads
ofcrude in 2013, up from 9,500 in 2008.
No wonder public opinion is likely to be
on the side of implementing the TSB’s
recommendations in full.

OTTAWA

Howto make oil shipments safer

IN HIS presidential bid Eduardo Campos,
the former governor of Pernambuco, set

out to breakthe mould ofBrazilian politics,
polarised between the ruling left-wing
Workers’ Party (PT) of President Dilma
Rousseff and the centre-right Party of Bra-
zilian Social Democracy (PSDB), the main
opposition. By cruel irony, Mr Campos’s
untimely death in a plane crash on August
13th may have improved the chances of a
“third way” in October’s election.

A poll by Datafolha taken after the trag-
edy and published on August 18th gave Mr
Campos’s running-mate, Marina Silva,
more than double his most recent showing
(see chart). On August 20th Campos’s cen-
trist Brazilian Socialist Party (PSB) duly
blessed Ms Silva as his replacement, nam-
ing Beto Albuquerque, one of its congress-
men, as her running mate.

Ms Silva is better known than Mr Cam-
pos was, thanks to her run at the presiden-
cy as a protest candidate in 2010, when she
came third with nearly 20m votes. A
daughter of poor rubber-tappers in the
Amazon region, she is a founder of Brazil’s
environmental movement as well as ofthe
PT. She served as environment minister
underMs Rousseff’s predecessorand men-
tor, Luiz Inácio Lula da Silva, until resigning
in 2008 over ungreen development pro-

Brazil’s presidential campaign

The third way

SÃO PAULO

Marina Silva upsets the electoral
calculus

The Marina effect
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2 jects pursued by other ministries. 
Her frail, saintly figure stands in stark

contrast to the self-serving pragmatists
who dominate Brazil’s congress. She has
surrounded herself with market-friendly
economists but keeps a beady eye on big
business. All thisexplainsherappeal to the
many Brazilians who are fed up with poli-
tics as usual—and the two-thirds who tell
pollsters they want change. She seems to
have added previously undecided or non-
voters, manyofthem women and younger
urbanites, to Mr Campos’s tally.

Ms Silva’s irruption is a problem for Ms
Rousseff, whose chances of polling more
than 50% on October 5th (and thus avoid-
ing a run-off) seem to have evaporated. If
that is against Ms Silva, Datafolha reckons
that Ms Rousseffwould narrowly lose—the
first time she has been behind in a poll. 

Mauro Paulino, Datafolha’s boss, dis-
misses the idea that Ms Silva’s surge is
merely a passing wave of sympathy after
Mr Campos’s death. Rather, it mirrors her
support in 2010; she could easily pick up
the furtherbackingshe needs to pull ahead

of Aécio Neves, the PSDB candidate, and
get into the run-off, he thinks.

Others are not so sure. Protest candi-
dates rarely do well twice, in Brazil or else-
where. Ms Silva is a fervent evangelical
Protestant in what is still a mainly Catholic
country. The PSB’s rank-and-file may prove
lukewarm; she only joined up with Mr
Campos after being unable to register her
own party for the election.

As for Mr Neves, he can expect a fillip
from free television commercials, which
began airing on August 19th. Television
time is divided up according to the size of
electoral alliances, leaving Ms Silva with
less than half as much as Mr Neves (and
one-sixth as much as Ms Rousseff). Ms Sil-
va will have less money, too. 

Even so, attacking Ms Silva won’t be
easy. Press too softly, and she may be able
to escape justified questions about her
lukewarm attitude to infrastructure devel-
opment or lack of managerial experience.
Press too hard, and she may profit as a vic-
tim of disliked, traditional political forces.
Either way, the calculus has changed.7

DRIVING north-west along a poplar-
lined road from the city of Neuquén,

orchards and wineries give way to a bone-
dry land of stubborn brush, hardy wild
horses and a sprinkling ofAmerindian vil-
lages. Underground lies long unsuspected
wealth: Vaca Muerta (“Dead Cow”), a
shale formation the size of Belgium, has
the potential to transform the country.

Argentina boasts the world’s second-
biggest shale-gas reserves, most of them in
Vaca Muerta. Asurvey by the US Energy In-
formation Administration (EIA) suggests
that the field holds 16.2 billion barrels of
shale oil and 308 trillion cubic feet (TCF) of
shale gas. That is more shale oil than Mexi-
co and more shale gas than Brazil. It is
enough to satisfy Argentina’s current ener-
gy demand for over 150 years, and could
make the country an exporter once again.

Neuquén is readying itself for a boom.
Shopping centres have sprung up; so have
clean new hotels that boast English-speak-
ing staff and American-style food. Horacio
Quiroga, the city’s mayor, compares its res-
idents to expectant diners who have tied
on their bibs. Argentina’s president, Cris-
tina Fernández de Kirchner, is equally
hopeful. “I shall no longer call [it] Vaca
Muerta,” she said last year. “I shall call it
Vaca Viva (‘Living Cow’).” 

But there are several catches. The EIA

can be wrong: it has downgraded its esti-
mates for Chaco-Paraná, another Argen-
tine basin, from 164 TCF to 3 TCF. But initial
trials at Vaca Muerta have been encourag-
ing. In May Exxon Mobil announced that
770 barrels a day had begun to flow from
an exploratory well there. Chevron and
YPF, Argentina’s state oil firm, have formed

a $1.4 billion jointventure to develop a con-
cession which currently produces 24,000
barrels ofoil equivalent a day. 

Vaca Muerta’s geology helps. Its shale is
thicker than in most formations, which
means that companies can produce more
from a single site. As firms become familiar
with the field, budgets are already drop-
ping: YPF says it has reduced costs from
$11m per well in 2011 to $7.5m.

A bigger obstacle is government energy
policy. Price controls and export taxes have
deterred investment; oil and gas output
have declined while demand has grown.
Unless policy changes, it will be hard to
find the $140 billion to $200 billion that oil-
men say is required for large-scale develop-
ment of Vaca Muerta. Shell, Total and
many others have bought stakes in the
field, but so far are just exploring. Daniel
Gerold, a director at G & G Energy Consul-
tants, estimates that only $3.7 billion has
been invested over the past three years. 

Argentina’s default on part of its foreign
debt on July 31st, the result of a ruling by a
New York judge in the government’s dis-
pute with a group of hedge funds, puts a
further damper on potential investment.
(This week Ms Fernández said she would
seek to bypass the judge’s ruling by paying
bondholders in Argentina, rather than
New York. But this proposal is fraught with
legal and practical difficulties.)

Even before the default, many energy
companies were wary of Argentina. Oper-
ating costs are high, because currency con-
trols push up the price of imported equip-
ment. The nationalisation of Repsol’s
shares in YPF in 2012, after the Spanish firm
had made big discoveries of shale gas at
Vaca Muerta, was a shock. Will Pearson of
Eurasia Group, a political-risk consultancy,
thinks most companies will wait until Ar-
gentina’s presidential election, due in Oc-
tober 2015, before deciding whether or not
to move from exploration to production. 

Juan José Aranguren, the boss ofShell’s
Argentine subsidiary, says his company
will decide whether or not to proceed after
it has finished exploring Vaca Muerta in
2016. He expects the default to decrease, or
at least delay, investment in the field. But
his biggest concern is the lackofa clear reg-
ulatory framework. “We’re not asking for
the world. We just want to see long-term
policies grounded in laws that cannot be
changed on a whim.”

The government has proposed a new
hydrocarbons law, which has sparked an
argument between it and YPF and the oil-
producing provinces. But the bigger ques-
tion is whether Ms Fernández is prepared
to give the energy companies enough of
what they want for the development of
Vaca Muerta to get under way, or whether
that task will fall to her successor. Even if
she takes the plunge, large-scale produc-
tion at Vaca Muerta is five years away, ac-
cording to a former energy secretary. 7

Shale gas in Argentina

Dead-cow bounce

NEUQUÉN

Politics is the biggest hurdle to developing the enormous Vaca Muerta field
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THREE months after storming into office
with the promise of good times for In-

dia, Narendra Modi has shown a curious
mix ofboth resolve and caution. Certainly,
leadership has been on display. At his first
independence-day address, from Delhi’s
Red Fort on August 15th (see picture), he
spoke of his “shame” at India’s high rates
of rape, bad sanitation, communal vio-
lence and poor work ethic. On rape, admi-
rably, he told parents to teach sons respect
for women; many Indian politicians prefer
to blame the victims. 

Mr Modi has made some bold deci-
sions, too. He is scrapping the Planning
Commission, a vestige of centralised eco-
nomic thinking. In its place he wants a de-
velopment think-tank, reportedly to host
pro-market figures. That should herald
more liberal policies and, as important,
leave states rather than the centre to make
many of the decisions on policy and
spending. If that helps spur competition
among states, all the better. One, Raja-
sthan, is emerging as a liberal front-runner:
it has just eased labour laws and is rethink-
ing how welfare should work. 

In some other areas, however, the
prime minister has done little more than
tweak and tinker. That civil servants come
to work earlier and spit less in stairways is
progress; but it is not revolutionary. Last
month’s budget sought to make tax collec-

you would be right to be disappointed, but
it is a question ofwhat is doable.”

Mr Modi’s political dominance, how-
ever, is not in doubt. His closest acolyte,
Amit Shah, a fellow Gujarati and Hindu
nationalist, is now president of the BJP. He
has just inducted new party leaders, many
from the far-right Rashtriya Swayamsevak
Sangh (RSS). Yet Mr Modi’s messages and
those ofhis allies diverge. While he talks of
moderation—on independence day, he
called for a “moratorium” on religious vio-
lence—the RSS chief, Mohan Bhagwat, ap-
pearseager to antagonise. He says India’s is
a “Hindutva” culture; all Indians should be
called Hindus, which is news to the fifth of
the population who are Muslims or mem-
bers of other faiths. Perhaps he is stirring
up the BJP rank-and-file before four state
elections. Regrettably, Mr Modi has not
contradicted him.

In government Mr Modi is earning a
reputation as a stern, hardworking head-
master. Talkcirculates ofembittered minis-
ters denied powers of patronage and told
largely to abjure Delhi parties, foreign trips
and chats to the media. The rumour that
Mr Modi has ministers’ phones tapped, as
reportedly also happened when he ran
Gujarat, needs only to be believed to deter
gossip and graft. As for the press, media
owners are anxious not to offend the new
administration, and coverage is dull. One
senior journalist calls it “self-censorship”,
but predicts that a feistier journalism will
return.

MrModi’s style of leadership is plainest
in security and foreign affairs. His preoccu-
pation there probably comes at the cost of
some domestic decision-making and re-
form. The prime minister’s first aim was to
make more prominent India’s presence in
South Asia, with successful trips to Bhutan 

tion more efficient, but it was hardly brim-
mingwith reforms. Apriority forArun Jait-
ley, the finance minister, must now be a
nationwide tax on goods and services. 

If Mr Modi is not charging ahead as
some hoped, one reason is Parliament: his
Bharatiya Janata Party (BJP) controls the
lower house but will have no majority in
the upperone forat least two years. Acyni-
cal Congress party, in opposition, is block-
ing plans it put forward when in govern-
ment, including the idea of allowing
foreign firms into the insurance market. A
second issue is the BJP itself, along with its
Hindu-nationalist allies. Some factions are
linked to unions, retailers and farmers and
resist market-friendly measures. Last
month Mr Modi scuppered a $1 trillion glo-
bal deal by the World Trade Organisation
(WTO) to facilitate trade. He did so as a sop
to such groups.

He may regret that. An antitrade stance
fits ill with his plans to open up India and
make it a hub for exports and “zero defect”
manufacturing. He has also ducked the
chance to use the WTO deal ascoverfor po-
litically difficult subsidy reforms. A much-
hyped infrastructure programme hasyet to
show. But an early plan to rejig agriculture,
beginning by selling 15m tonnes of grain
stockpiles, looks hopeful. Swapan Das-
gupta, a pro-Modi journalist, concedes that
“if you are looking for a radical approach

Indian politics

Early days

DELHI

Narendra Modi, stern headmaster
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2 and Nepal. He has also, with fanfare, un-
veiled new military hardware, such as a
6,800-tonne warship, the INS Kolkata, on
August16th. Next month Mr Modi heads to
Japan and America. His foreign minister,
Sushma Swaraj, is sidelined.

Internationally the mood is generally
benign, although Indian goodwill towards
Pakistan is giving way to the more familiar
hostility. As recently as May, Nawaz Sharif,
Pakistan’s prime minister, was in Delhi for
talks with Mr Modi. But on August 19th Mr
Modi contrived an excuse to scrap a meet-
ing offoreign secretaries (ie, each country’s
senior career diplomat), due next week.
Supposedly, it was because Pakistan offi-
cials had had a (pro forma) meeting with
Kashmiri separatists. 

There was little cost to calling off talks,
since no breakthrough was in sight. Mr
Sharif is embattled at home, thanks to
army disdain of him and to anti-govern-
mentprotests in Islamabad, the capital (see
below). Mr Modi probably judged that his
counterpart has little political capital to
spare right now for detente with India.

Still, Mr Modi’s churlishness will com-
plicate future efforts to improve ties, be-
cause it discourages Pakistani moderates
who argue to the Pakistani army and other
doubters that engaging India is worth it. At
home, however, Mr Modi has shown his
core supporters in the BJP that he is a deci-
sive breakfrom his rathermild predecessor
as prime minister, Manmohan Singh. Be-
ing grumpy towards Pakistan is an easy
way to demonstrate that.7

WHAT did two prominent figures achieve with noisy street protests in Islamabad,
Pakistan’s capital? At best, nothing. At worst, they helped weaken a fragile democracy
and embolden the hand of the army. Imran Khan, a cricketer-turned-politician who is
keen on the limelight (and whose supporters are pictured), claimed that last year’s
general election was rigged. Independent observers said otherwise. He and a Sufi cleric
with a separate following, Tahir ul Qadri, headed for the government district, though
each drew far fewer supporters than promised. They insisted on the resignation of the
prime minister, Nawaz Sharif. He refused, and cannily asked the army to secure the city
centre, amid fears of a possible coup. A negotiated outcome looks likely, with the
demagogues expected to leave with little or nothing to show for their bluster.

Protests in Pakistan

EVERY year, soon after Singapore’s na-
tional day on August 9th, Singapore’s

prime minister gives a state-of-the-nation
address. On August 17th Lee Hsien Loong,
the prime minister and son ofmodern Sin-
gapore’s foundingfather, Lee Kuan Yew, de-
livered his 11th such speech in his genial, if
slightly mawkish, style. As usual, he of-
fered plenty of crowd-pleasing goodies:
gardens and a science centre for western
Singapore; a new government department
to co-ordinate public services; praise for
Singapore’s “pioneer generation”. But Mr
Lee also unveiled two significant changes
in pensionspolicy thathintat some deeper
systemic problems.

The first is a “Silver Support Scheme”,
under which government will top up
some payouts from Singapore’s retirement
scheme. From the time they start working,
Singaporeans and their employers are ob-
liged to contribute a share of their monthly
salary (starting at 20% for employees and
16% foremployers) to the Central Provident
Fund (CPF). Money in the CPF is intended
to cover part of Singaporeans’ health-care,
housing and retirement needs. As Mr Lee

noted, the CPF rewards personal responsi-
bility: “The more you work, the more you
have in retirement,” he said. “Your retire-
ment savings are for you, not someone
else.” There is, in other words, no redistri-
bution among Singaporeans paying into
the fund.

In an economy with full employment
and a favourable ratio ofworking-age to el-
derly people, a provident fund works well.
But as life expectancy and living costs in
Singapore have both risen, so has income
inequality. The CPF hasbegun to lookinad-
equate for many Singaporeans. A survey
released shortly before Mr Lee gave his
speech found that nearly half those ques-
tioned believed that their CPF contribu-
tions would be insufficient to tide them
over during their retirement. The Silver
SupportScheme—alongwith a broadening
of Singapore’s Lease Buyback Scheme, un-
der which the government buys back the
remaining years of leases on flats—
amounts to a tacit acknowledgment that a
CPF which involves no redistribution at all
no longer works for a sizeable minority of
its citizens. 

The CPF has also come under scrutiny
on two other fronts: transparency in how
funds are invested; and restrictions on
how contributors draw on their funds. Mr
Lee said people will be able to withdraw a
lump sum of their savings after the age of
65. It remains unclear, though, how much
money the Silver Support Scheme will
contribute and to whom. Beyond the de-
tails, Asia’s richest country is acknowledg-
ing that its social compact poorly serves
the lowest earners. Officials used to dictat-
ing to citizens are working out how to re-
spond to public pressure. 7
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IN A body politic still scarred by the two-
decade dictatorship of Ferdinand Mar-

cos, it has long been taboo for a president
even to dream of more than one six-year
term. Yet President Benigno “Noynoy”
Aquino, son of Corazon Aquino, who top-
pled Marcos in 1986, has broken that taboo.
On August13th he said he was amenable to
a second term. Mr Aquino’s pronounce-
ment has thrown Philippine politics into a
welter. Even members ofhis own coalition
are asking what he is playing at.

The constitution forbids a president a
second term. Until now Mr Aquino has op-
posed any change in the constitution es-
tablished by his late mother. But Mr
Aquino told a television interviewer that
amendments might be desirable to curb
the powers of the Supreme Court, with
which he is quarrelling. Asked if he was
open to amending the constitution to lift
the presidential term limit, he said he
would listen to his “bosses”—by which he
means the people. He did not say what his
bosses were telling him. Neither Mr
Aquino nor his various spokesmen subse-
quently made his meaning any clearer.

Opinion polls indicate that the presi-
dent remains popular. But his popularity
has been declining as he enters the final
two years ofhis term. His progress in keep-
ing his election promises of reducing cor-
ruption and poverty is not all it could have
been. The fear that any president might
turn out to be another Marcos makes it
highly improbable that the voters, who
have the final say, will allow him another
term.

Absent any delusions that his bosses re-
gard him as indispensable, the most likely
explanation for Mr Aquino’s pronounce-
ment is that he hopes the prospect of his
staying on will keep his governing co-
alition together. Their single term and their
function as the fount ofpolitical patronage
make all Philippine presidents lame ducks
in their last two years. Supporters desert
them for whoever may be the best bet to
become the next president and the next
source ofpatronage.

Opinion polls suggest that the man Mr
Aquino hoped would succeed him, the in-
terior secretary, Mar Roxas, has a formida-
ble taskin stoppingthe vice-president, Jejo-
mar Binay, who is a member of the
opposition, from winning the next presi-
dential election. Politicians in the govern-
ing coalition can stick with Mr Roxas and
lose influence, or they can switch alle-

giance to Mr Binay and keep it.
Floating the idea of amending the con-

stitution may be a desperate attempt by Mr
Aquino to hold the coalition together for a
last-gasp effort to keep his election prom-
ises. That would burnish his family’s polit-
ical reputation—even though his mother
would certainly have disapproved of any
constitutional amendment.7

Politics in the Philippines

My bosses, my muse

MANILA

The president floats the notion ofa second term

THE rolling, fertile steppe of northern
Kazakhstan resembles North Dakota.

The climate is similar, too—perfect for rear-
ing cattle that provide juicy steaks. It is also
close to Russia, a market that is suddenly
rather hungry. 

Long before the Russian government
banned many food imports from North
America and Europe in early August, au-
thorities in Kazakhstan were trying to div-
ersify an economy dependent on oil and
gas. Since 2010, under a $1 billion, five-year
programme, the government has flown in
50,000 Black Angus and Hereford cattle
(and lots of frozen semen) from Australia,
Canada and America. 

“Steaks are still a luxury product here,
but the market is growing”, says Beibit Ye-
rubayev, the American-educated boss of
Kazbeef, a company backed by $50m in
low-interest loans and in possession of a
2,000 square-kilometre (770 square-mile)
land concession. With 9,000 head ofcattle,
Mr Yerubayev is now selling his home-
grown steaks in Astana, the capital, for half
the cost ofan imported Argentine cut. 

Kazbeef highlights how capitalism
works in authoritarian Kazakhstan. Offi-
cials credit President Nursultan Nazar-
bayev with the ingenious idea of building
a high-quality beef industry. When they
satisfy presidential whims, state-backed
companies enjoy preferential financing.
But Soviet-style planning risks top-down
bungling. Mr Yerubayev had to rewrite the
business plan handed to him with his
loan.

For his premium brand to thrive, Kaz-
akhstan’s population of17m is not enough.
The big markets, Mr Yerubayev says, are
Russia and China. In 2013 Kazakh ranchers
exported 300 tonnes of prime beef to Rus-
sia. Even before the recent ban on Western
produce, Kazakhstan was on track to meet
an export target of10,000 tonnes to Russia
this year. Now, because of the ban, officials
believe those numbers could be even high-
er, along with exports of lamb, pork, vege-
tables and melons. 

A sudden rise in exports could, how-
ever, fuel inflation by raising prices of do-
mestic foodstuffs. But Kazakhstan’s mem-
bership in a Russian-led trade bloc is a
mixed blessing. By erasing customs checks
with Russia and Belarus, the group (to be-
come the Eurasian Union in January) has
eased access to markets. Many Kazakh offi-
cials worry privately about hitching their
nation’s future to an isolationist Russia. For
businessmen like Mr Yerubayev, however,
the customs union is a boon, and the food-
import ban an unexpected bonus. “It’s
showtime”, he says. 7

Kazakhstan

Steaks from the
steppe
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Russia’s food embargo on the West is
good for the state-backed beef industry
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LIKE many rural teenagers, Yan Jingtao,
the lanky son of a watermelon farmer,

did not have quite the stuff for a standard
upper-secondary school. Last September,
encouraged by his teacher, he and three
classmates enrolled instead at a voca-
tional school on the edge of the central city
of Kaifeng to study computer animation.
By November, he had quit; one of 23 drop-
outs in less than two months from a class
that had started with 57. The students had
often got into brawls and skipped school in
order to play games at an internet café. 

Now 18, Mr Yan has landed a decent
short-term job as a guard at a local military
airport. “My job is better than what my
friends have,” he says. But he yearns to
learn a skill and get a proper career. He will
have too much company in that pursuit,
and not much help. 

In the past three decades China has
made impressive gains in sending rural
children to school. This has helped fuel its
rise as a low-end manufacturing power.
But the easy gains have been achieved. If
the country is to create the “knowledge
economy” it says it wants, the government
will have to change the way rural teen-
agers are educated and schools in the
countryside are funded. 

Completion of junior middle-school
has been compulsory since 1986. (Middle-
school in China refers to the six years of
education before university.) In big cities it

grants often have no choice but to leave
their children behind to be educated. A
lack of parental supervision compounds
many students’ difficulties.  

In middle-school attendance, China
lags behind the attainments of some new-
ly developed economies when they were
at similar levels of development. In South
Korea virtually everyone was getting a full
secondary education by the late 1980s. By
contrast, says Niny Khor, an economist in
Beijing at the Asian Development Bank,
China has an urban-rural gap of close to
three years of education. Ms Khor calls ru-
ral upper-secondary schools “the biggest
bottleneck” in the education system. 

China has set out to make education
cheaper. In 2006 it began eliminating tu-
ition and book fees for primary and junior
middle-schools. But urban secondary
schools still have much bigger budgets
than rural ones (in some cases larger than
an entire county’seducation budget). Rural
governments scrabble around for money,
which invariably means getting money
out of parents. Yi Hongmei of the Chinese
Academy of Sciences and colleagues at
Stanford’s Rural Education Action Pro-
gramme found that the most impover-
ished students dropped out of middle-
school at twice the rate as the others they
surveyed. Students with at least one sib-
ling were also more likely to drop out be-
cause of the strain on family resources. If
parents fell ill, they found, needy students
would often leave school to earn money to
pay for treatment. The scholars concluded
that giving money to students would help.
In one trial, financial aid reduced the drop-
out rate by 60%. In another, giving it to im-
poverished students in the final year of ju-
nior middle-school increased their
chances of staying at least another year at
school by10%. 

is already the norm to finish the remaining
three years, known as senior middle-
school. In the countryside growing num-
bers are entering senior middle-school too,
but it is far less common. In 1990 just 7% of
rural students did so. Today the figure may
be just over one-third. Even at the junior
level (despite government figures suggest-
ing full attendance), dropout rates are high:
a study of rural students in four provinces
found they ranged between more than
one-sixth to nearly a third. 

Some quit school because of the cost; in
contrast to many other countries, the up-
per years charge for tuition. Senior middle-
schools are often far away from villages, so
students have to board. Including the cost
of books, the bill for three years can easily
amount to thousands of dollars—more
than a year’s income for poorer rural fam-
ilies. About half fail the test to get into se-
nior middle-school. Others leave because
they can get what they consider a decent
job. Wages for low-skilled work have in-
creased greatly in recent years. Mr Yan
earns 3,000 yuan ($490) for ten shifts a
month, considerably more than the gov-
ernment-set minimum wage. 

Tens of millions of rural workers have
moved to urban areas since the 1990s. But
China’s system of household registration,
orhukou, makes itdifficult for them to send
their children to better-resourced and bet-
ter-run middle-schools in the cities. Mi-

Rural schools

Down and out in rural China

KAIFENG 

Manyteenagers in the Chinese countryside do not finish secondaryschool. That
bodes ill for the labourforce
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2 The government encourages teachers to
steer academic underachievers to voca-
tional schools. It gives a subsidy of 1,500
yuan each to many rural vocational-school
students to help cover tuition. Measures
like these helped to boost enrolment in
such schools by nearly 50%, to 6.9m, in the
decade to 2011. Butvocational schools in ru-
ral areas, no less than their middle-school
counterparts, are blighted by scant funding
and poor-qualitystaff. Students still have to
pay, hence richer ones enroll more than
poorer ones. And their value is question-
able. One study found that students scored
worse in maths after completing a year of
vocational secondary school. Many ex-
perts argue that providing more opportuni-
ty for students to stay in standard second-
ary schools would prepare them better for
the workplace. But thatwould land the gov-
ernment with a huge new bill.7

EACH side of Hong Kong’s increasingly
bitter political divide seems to have

been taking lessons from the other. The
“pan-democrat” camp, intent on seeing
genuine choice in an election in 2017 for the
territory’s chief executive, is trying to mas-
ter the Chinese art of the united front. Nor-
mally fissiparous, the “pan-dems” are
holding together against the threats and
blandishments of the pro-China establish-
ment. The “pro-Beijing” group, for its part,
has been adopting its opponents’ tech-
niques of mass-mobilisation and street
protest. Both sides still have a lot to learn.

On August 17th Hong Kong saw an
unusually big pro-Beijing demonstration
against “Occupy Central”, a movement led
by pro-democracy activists who threaten
to mobilise thousands of people to bring
Hong Kong’s central business district to a
halt if Hong Kong is denied a real election
in 2017. Itwasobvious thatmanyprotesters
had been bused in, paid and treated to
lunch, and in many cases had come from
other parts of China. Evan Fowler, a local
writer, says almost everyone he came
across was part of an organised group. It
was, he says, less a spontaneous protest
than a sponsored walk.

Earlier, an anti-Occupy petition had
gathered 1.4m signatures (some of them
also of dubious origin), trumping the
800,000 people who took part in a “refer-
endum” Occupy had organised to prove
popular support for an open election.
Opinion polls suggest only a minority sup-
port using civil disobedience to impose

that demand, fearing disruption. Occupy
Central’s organisers themselves insist that
occupation is very much a last resort.

All this is coming to a head because,
from August 25th-31st, the standing com-
mittee of China’s parliament, the National
People’s Congress, will meet in Beijing and
rule on the election. It is almost certain to
reject Occupy’s demands that candidates
for chief executive can be nominated by
the public or by political parties, before the
election by universal suffrage that Hong
Kong is promised by its constitution under
China, the Basic Law.

The Basic Law stipulates that chief-ex-
ecutive candidates have to be approved by
a “nominating committee”. This is likely to
mimic the 1,200-strong “election commit-
tee” which chose the current chief execu-
tive, LeungChun-ying, in 2012. Its composi-
tion is designed to ensure that the
committee picks people whom China
trusts.

Blocking a broader procedure for nomi-
nation, however, will not trigger the occu-
pation, unless it precludes any hope of
compromise. Attention is now centred on
the “threshold” chief-executive candidates
will have to cross. If China insists that any
candidate would need the endorsement of
at least 50% of the nominating committee,
it could block any aspirant it did not like.
One Occupy organiser feels that would be
sufficient cause to call the movement’s
supporters onto the streets.

It would seem in China’s interests, too,
to avert the occupation by leaving the
standing committee’s decision vague. It
could play for time, confident that the pan-
democrats, as bad at resisting united-front
tactics as China’s Hong Kong supporters
are at street protest, could be split. On the
other hand, it may prefer to provoke a con-
frontation with its critics now, and show
the democrats, once and for all, who now
rules Hong Kong. 7

Politics in Hong Kong

Learning from the
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Adamaging confrontation looms over
an election in 2017

China rules, HK?

Literacy

Bad characters 

CALLIGRAPHYhas been a revered art
form in China for centuries. Chil-

dren are taught to write with brushes;
endless copying ofcharacters is a rite of
passage in their schooling. Writing is a
feat ofmemory. Mastery requires learn-
ing thousands ofunique characters.
Despite these ordeals, literacy rates have
increased from around 20% in 1949 to
over 95% now. But computers, smart-
phones and tablets are posing a new
obstacle to progress. Penmanship is on
the decline. Reading skills may follow. 

Pundits the world over blame a reli-
ance on computers for shoddy hand-
writing and spelling. In China the pro-
blem is particularly acute. The number
ofprimary schoolchildren with severe
reading difficulties is rising, according to
a 2012 study in the Proceedings of the
National Academy of Sciences. The au-
thors linked poor reading scores to in-
creased use ofkeyboards.

One reason is that learning to write is
so arduous. Because Chinese uses ideo-
grams, or characters, rather than an
alphabet, to represent each syllable, it
takes six years ofprimary education to
master the 3,000 or so characters re-
quired to read a newspaper. 

Nowadays Chinese can use key-
boards to type a word in pinyin, a Ro-
manisation ofChinese words that re-
flects sounds but not appearance. They
then select the right character from a list.
This process does not reinforce how to
write the separate strokes that make up a
character, and may even disrupt the
process of remembering, says Wai Ting
Siokof the University ofHong Kong. Ms
Siokpredicts that on current trends
literacy levels will begin declining with-
in ten years.

The problem is already evident. A
government body helped to launch a
popular television spelling show that
pits middle-school students against each
other to write difficult words; in one
episode in July more than 50% of the
adult audience incorrectly drew a two-
character word meaning “gossip”, fei-
wen.

Over the past century some have
campaigned to raise literacy by replacing
characters with an alphabet. That re-
mains unlikely. Homophones are so
common in Chinese that many different
words would be spelled the same. And
China views its script as near-sacred.
Abandoning its written form would be
entirely out ofcharacter. 

BEIJING

Some Chinese forget howto write
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NOT long after a puff of white smoke appeared over the Great
Hall of the People in Beijing on March 14th 2013 and Xi Jin-

pingassumed the presidency ofChina, he exchanged congratula-
tory messages with another world leader chosen just hours ear-
lier by a different but equally opaque, arcane and undemocratic
procedure: Pope Francis. The pope tried to send Mr Xi another
message this month—a telegram ofgreetingas he flew over China
on his way to Seoul, for his first visit as pontiffto Asia. A technical
gremlin intervened. But these little courtesies, and China’s
friendly gesture in allowing his aeroplane (unlike a predecessor’s
in 1989) to use Chinese airspace, had already sparked hopes that
relations between China and the Vatican, broken in 1951, might be
mended. Then, at a mass for Asian bishops in Haemi, South Ko-
rea, on August17th Francis called for a dialogue with Asian coun-
tries “with whom the Holy See does not yet enjoy a full relation-
ship”. On his way back he said: “Do I want to go to China? Of
course, even tomorrow…I have prayed a lot for the beautiful and
noble Chinese people.” 

Reconciliation is an ambitious aim: the forces keeping the
church and China apart are still potent. But so are those pushing
them together. As for any large multinational concern, Asia is the
biggest potential growth area for the Catholic church, and China
isperhaps the biggestofall. The countryalreadyhasan estimated
17m Catholics, more than anywhere in Asia apart from the Philip-
pines and India. For Francis in particular, the first pope from the
Jesuit order, China’s historical significance looms large. Francis
Xavier, a contemporary of the Jesuits’ founder, Ignatius Loyola,
planned to go to China in 1552, arguing that if it accepted Chris-
tianity, other countries influenced by Confucianism would fol-
low suit. Xavier died before he reached the mainland, but 30
years later another Jesuit, Matteo Ricci, landed in Macau, mas-
tered Chinese and went on to establish an influential Jesuit mis-
sion and to become an adviser to the emperor.

In South Korea Francis led a ceremony to beatify 124 Koreans
martyred for their faith in the 18th and 19th centuries. The church
their heirs follow is one of the world’s most dynamic. Since 1970
the proportion ofCatholics in South Korea’s population has risen
fourfold, to 11%. As Francis noted, the founders of the Korean
church had not acquired the faith from foreign missionaries. In

fact, they had sought it out themselves—from the Jesuits in China.
Repairing the rift with the Vatican also seems in China’s inter-

ests. That millions of Chinese Catholics shun the officially sanc-
tioned “patriotic” church and remain loyal to the pope turns
them into dissidents, whatever their politics. The appearance in
China of fanatical cults based on Christian doctrine highlights
the moderation of established churches. And, having no rela-
tionswith the Chinese government, the Vatican is the only one of
Taiwan’s 23 diplomatic partners that is, in soft-power terms, a glo-
bal force. This gives Taiwan’s leaders rare chances to flaunt their
de facto independence on a world stage. A former president,
Chen Shui-bian, attended the funeral of John Paul II in 2005. His
successor, Ma Ying-jeou, was at Francis’s inaugural mass in 2013.

Some signs do point to rapprochement. In Haemi the pope
said that “Christians do not come as conquerors.” This echoed an
open letter to Chinese Catholics, written by his predecessor, Ben-
edict XVI, in 2007. Emphasising that the church had no political
ambitions, Benedict’s letter appeared to be an attempt to heal the
rift between the patriotic and underground churches.

Francis seems less steeped in the fierce loathing of commu-
nism that has animated some of his predecessors. Indeed he has
been a strong critic of capitalist excesses, and has complained
that communism has “stolen the flag” of Christianity: its concern
for the poor. He might even see in Mr Xi something of a kindred
spirit. Both have inherited ossified, scandal-hit institutions and
are trying to purge and reform them; both like to show the com-
mon touch—a cheap popemobile for Francis, dumplings with the
masses for Mr Xi (though no one yet has accused him of the hu-
mility many admire in Francis); both, presumably, know that the
other commands forces—1.4 billion Chinese; 1.2 billion Catho-
lics—that are too big for any global power to shun.

Another reason for optimism is the pope’s choice of secretary
of state. Cardinal Pietro Parolin played a big role, as an undersec-
retary in 2002-09, in improving the Vatican’s relations with Viet-
nam. That is seen as a possible model for ties with China, since
the main obstacle was the same: objections to the church’s ap-
pointing its own bishops, and the church’s refusal to relinquish
this right. In Vietnam a way was found of quietly agreeing on ac-
ceptable candidates. For a while, something similar seemed to be
on the cards in China. But in 2010 its relations with the Vatican
soured sharply after a number of bishops appeared to have been
coerced into taking part in what the Vatican saw as the illicit ordi-
nation of a new bishop. Then in 2012 China was embarrassed
when a bishop its patriotic church had appointed responded by
denouncing and renouncing it, in loyalty to the pope.

Narrow churches
If it did come to a negotiation, Taiwan, sad though it is both for its
Catholics and for its leaders’ chances ofgallivanting abroad, may
be expendable for the church. Seniorclericshave hinted asmuch.
The appointment of bishops, however, goes to the heart of both
papal authority and Catholic doctrine, and for the Chinese Com-
munist Party is blatant interference in China’s internal affairs.
And that is something else Mr Xi has in common with Francis:
they both lead organisations that, because of ideology or theol-
ogy, deeply resent such meddling. Getting back on track towards
a “Vietnamese solution” will be a complex and delicate negotia-
tion. And observers of the internal politics of the Vatican and
Beijing argue that leaders of both may have too much on their
plates at the moment to devote the energy it would take. 7

The pontiff and the party

Forall the humble charm ofPope Francis, the Vatican’s relations with China will be hard to fix
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TEN days after America carried out its
first air strike on August 8th against the

Islamic State (IS) on Iraqi territory, govern-
ment forces regained control of the biggest
dam in the country, near Mosul, the coun-
try’s second city. A ferocious al-Qaeda-in-
spired jihadist group that controls swathes
of territory in Syria and Iraq and wants to
turn the entire region into a caliphate, IS
looks as if it is at last on the defensive in
northern Iraq.

Thanks to a seriesofAmerican air raids,
Kurdish and Iraqi forces scattered IS fight-
erswho had hoisted theirblackflags on the
walls of the great dam. The Iraqi govern-
ment in Baghdad hailed the event. The
Iraqi Kurds in their capital, Erbil, posted
photographs of their Peshmerga forces
lording it over the turquoise lake. Barack
Obama cited the recovery of the dam as
“important progress”. 

With American aerial help and the ad-
vice of nearly 400 American advisers on
the ground, Iraq’s government forces and
the Kurdish Peshmerga have made gains
elsewhere, too. Most of the tens of thou-
sands of Yazidis stranded on Sinjar moun-
tain since IS raided their towns at the start
of August have been carried to safety. Erbil
is secure. The Americans, who have now
carried out at least 60 air raids on IS, have
revived the morale of the Iraqi govern-
ment forces, who fell apart at the start of
the jihadist offensive in June. On August
19th Iraq’s army said it had started a cam-

non. With fresh acquisitions of land, oil-
fields, cash and global support, it is trying
to consolidate its rule in Syria, while per-
forming the functions of a state in such
towns as Raqqa and Deir ez-Zor.

Moreover, IS presents a threat beyond
Iraq and Syria. “First, they may not be im-
minent but it’s only a matter of time before
transnational operations are launched,”
says Fred Hof, a former State Department
man now at the Atlantic Council, a Wash-
ington think-tank. “Second, nationals who
return home pose a threat.”

On August 15th the UN passed a resolu-
tion backing sanctions on anyone recruit-
ing, financing or fighting for IS, or supply-
ing it with weapons. Two days later David
Cameron, Britain’s prime minister, wrote
of the danger IS posed “on the streets” of
his country. Pope Francis spoke out against
IS, too, calling for it to be “stopped”, imply-
ing even by force. In retaliation for Ameri-
ca’s recent intervention in Iraq, IS put out a
video on August 19th showing one of its
members, thought to be British, beheading
an American journalist, James Foley, who
had been captured in Syria in 2012. (It
emerged that American special forces, in
their first known raid on Syrian soil, had
earlier failed to rescue him.) IS is threaten-
ing to kill a second journalist it is holding.

The battle against IS will not be won by
military means alone. In that respect, the
agreement on August 14th by Nuri al-Ma-
liki, a sectarian-minded Shia, to step down
after eight years as Iraq’s prime minister,
opens the way under his replacement,
Haider al-Abadi, to a more inclusive Iraqi
government. It might draw away disgrun-
tled Iraqi Sunnis from IS’s embrace. 

Sunnis in Baghdad say that Mr Abadi, if
he is to win them over, must seekto amend
the deBaathification and anti-terrorism
laws, which Mr Maliki abused to crack
down on them. He must also free thou-

paign to recapture Tikrit, Saddam Hus-
sein’s home town, which lies about180km
(112 miles) north-west ofBaghdad.

But IS is far from contained, let alone de-
feated. It continues to massacre people be-
longing to non-Sunni sects in a string ofvil-
lages around Mosul, which it captured in
June, and along the border with Kurdistan.
In Tikrit it may be beating back the govern-
ment’s forces. It still holds a slew of towns
in Anbarprovince and along the Euphrates
river on both sides of the border with Syr-
ia. Even hitherto anti-American Iraqis,
such as Hakim al-Zamili, a parliamentari-
an from Muqtada al-Sadr’s populist Shia
movement, want the Americans to in-
crease their air attacks on IS.

More significantly, IS has been consoli-
dating its grip over large chunks of north-
ern and eastern Syria, and has been gain-
ing ground against moderate rebel Syrian
groups opposed both to Bashar Assad’s re-
gime and to IS. Though the Americans say
their strikes have hurt IS badly, the group is
still expanding its membership. The vast
majority of the world’s 1.6 billion Muslims
reject IS’s claim to speak for them, but it is
increasingly popular among global jiha-
dists. Hundreds of recruits are thought to
have joined since June, when a caliphate
was declared, many of them from coun-
tries outside Iraq and Syria. New groups
claiming to be cells of IS have popped up
recently as far away as Morocco. This
month an IS unit made a foray into Leba-

Iraq, Syria and the Islamic State

A war that crosses national boundaries
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Iraq and America have pushed backthe IslamicState, but it will take much more to
quash the threat of it across the widerregion
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2 sands of Sunni prisoners and give more
powers to local politicians. Sunni tribal
leaders insist that theycould kickout IS in a
flash. But Sunnis must first be persuaded
that the government in Baghdad is giving
them a fair deal. “There is no way to gain
back control of Mosul and other areas
without convincing people there to fight,”
says Mr Zamili.

Since IS turned its guns on Iraq’s Kurds,
many of their leaders have softened their
demands foroutright, immediate indepen-
dence. But they want the government in
Baghdad to cede the disputed territories
taken by them since the Iraqi army fled in
the face of the IS onslaught. The Kurds also
want a deal over oil and gas in their area.
Ibrahim Bahr al-Uloum, a senior Shia
member of parliament familiar with nego-
tiations for a new government, says the
“biggest demand” of Sunnis and Kurds is
for “real participation in political and secu-
rity decision-making—and this can be a-
greed on.” But Mr Abadi will have to hurry. 

If the war against IS in Iraq can be won,
the struggle in Syria could be more fraught.

Even though it has less support there, it is
well entrenched in parts of the country.
Since January, groups of more moderate
Sunni rebels in Syria have been fighting a
desperate two-pronged war, against both
Mr Assad’s forces and against IS. In recent
days IS has advanced against the few bases
still held by the regime in the east, taking

four in as many weeks. Around Aleppo it
has captured at least a dozen villages and is
now besieging Marea, a nearby town long
held by the moderate rebels, who are in in-
creasing danger ofbeing snuffed out. 

Mr Assad has previously tended to
leave IS alone, happy to let it hurt the more
moderate rebels. But recently his air force
has struck the group’s base in Raqqa. The
Americans have so far decided that they
cannot do likewise, deeming that they
must not be seen to operate on the same
side as the man whose overthrow they
have repeatedly demanded. 

But they may be persuaded to change
their mind if the most influential govern-
ments in the region, including Saudi Ara-
bia, Egypt, Turkey and even Iran, were able
in joint or parallel statements to endorse
the bombingof IS in Syria—orat least to ab-
stain from opposing it. So far the West has
lacked a policy that spans national bor-
ders. Yet Mr Hofpoints out that “IS is a pro-
blem that transcends national boundaries
and has to be approached as a problem
that transcends nationalist boundaries.” 7
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Iraq’s would-be prime minister

The hottest seat

HAIDER AL-ABADI’S name was not
even among those on the list of

candidates for prime minister the week
before he was nominated for the post on
August11th. But once the 62-year-old was
mentioned in a meeting without the
presence ofNuri al-Maliki, the then
incumbent, Iraq’s fractious political
groups rapidly agreed to backhim. Mr
Abadi has a month in which to find a
government to present to parliament for
approval.

Mr Abadi hails from Mr Maliki’s Dawa
party, which is part of the State of Law
parliamentary bloc that won the largest
number ofseats in a general election in
May. He is acceptable to most Shias. But,
since he spent almost 30 years in exile in
Britain until his return to Iraq in 2003, he
is widely seen as closer to the West than
he is to Iran, the biggest patron of Iraq’s
Shia-dominated government. This has
gone some way towards reassuring Iraq’s
Kurds and Sunnis, not to mention the
Americans.

The Baghdad-born father of three is by
most accounts cleverer, more modest and
more tolerant than Mr Maliki. He ex-
celled academically, being immediately
appointed a lecturer on graduating in
engineering from Iraq’s University of
Technology and registering a patent in
London in 2001. Unlike Mr Maliki, he
speaks fluent English, having earned a

doctorate at Manchester University; he
worked for British companies during his
long period in exile.

In a clutch of leaked cables by Ameri-
can diplomats he was described among
other things as an economic reformer,
more likely to tackle corruption than to
indulge in it. He appears less prone to
harbour the sort ofpersonal animosities
that preoccupied Mr Maliki. He is said to
have so far attended only two meetings
to form a new government, leaving the
gruelling negotiations to a team from the
National Alliance, an umbrella for the
main Shia groups in parliament.

Yet it is uncertain whether Mr Abadi,
who has long been a confidant ofMr
Maliki, will be able to breakfree of the
same sectarian constraints. Joining Dawa
as a teenager, he was appointed to the
executive leadership in his 20s. As a
result Saddam Hussein’s Baathist regime
forced his father, a doctor from a well-
known family, to retire and thereafter
arrested Mr Abadi’s three brothers; two
were executed. 

Thus it would be astonishing ifhe
were to heed calls by some Sunnis to
bring former Baath party members into
government to show his determination
to create a non-sectarian government. Yet
it is vital that he woos moderate Sunnis.
Otherwise he is likely to get caught in the
same sectarian trap as Mr Maliki.

BAGHDAD AND CAIRO

Can Iraq’s prime minister-designate buckthe sectarian trend of the past?

ACENTURY ago, the Yazidis of Sinjar
saved hundreds ofArmenians and As-

syrian Christians as they were being
slaughtered by the forces of the Ottoman
Turks and their Kurdish proxies in what a
growing body of scholars considers the
20th century’s first genocide. “They built a
colony for these people, with houses, a
church and a clinic,” says David Gaunt, a
British historian. In 1918 the Ottomans re-
taliated by sending a small army to Sinjar,
destroying the buildings and capturing a
revered Yazidi leader, Hamo Sharro, who
was sentenced to five years ofhard labour. 

Now, in an ironic twist, thousands of
Yazidis are seeking refuge in Turkey as they
flee the savagery of the jihadists who over-
ran Sinjaron August 3rd. Some 2,500 mem-
bersofthisancient sect, whom Muslims la-
bel “devil worshippers” because of their
adulation of an angel in the guise of a pea-
cock, are said to have crossed into Turkey.
Most are in a camp erected by Turkish au-
thorities in Silopi, a border town in the
mainly Kurdish south-east. But a growing
number are heading to villages dotting the
barren plains around Batman, a province
that hosted a vibrant mixofChristians and
Yazidis before the bloodshed of1915. 

One of these is Yolveren, where some 31
Yazidi refugees are crammed into a house
with four rooms. Little Yazidi boys, wear-

The Yazidis

Finding new
friends
YOLVEREN, TURKEY

In theirdesperate search forsanctuary,
Iraq’s Yazidis askTurkeyforsalvation
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2 ing a single golden earring to protect them
from the evil eye, cling to their mothers,
their eyes filled with fear. “Three of my
cousins, all of them girls, were kid-
napped,” says Harbiye Khalil, who es-
caped with her three children. Hundreds
of others were less lucky. “Our women are
being paraded on the streets, sold to Arab
men and raped by Daish [the Kurdish and
Arabic term for Islamic State],” says a
teacher ofEnglish. “We are helpless.”

Many blame Iraq’s Kurds for failing to
protect them. “We begged them to give us
weapons so we could defend ourselves.
They refused and abandoned us without
firing a bullet,” says a Yazidi economist.
Others point fingers at their Arab neigh-
bours. “Muhammad al-Aser, the sheikh of
[a neighbouring Arab] Hasawij village, led
Daish to our homes to kill us,” rasps an el-
derly carpenter. “We feel utterly betrayed.
But the YPG, God bless them, they have a
permanent place in our heads,” he adds,
patting his white turban. He is referring to
the People’s Defence Units, a Syrian Kurd-
ish militia allied to the Kurdistan Workers’
Party (PKK) in south-eastern Turkey. The
YPG has been battling IS in northern Syria
for two years and has led tens of thou-
sands of Yazidis stranded on Mount Sinjar
to safety in the past few weeks. 

Batman’s Kurdish mayor, Gulistan Akil,
promises to build homes for the Yazidis.
“We must make amends for the past.”7

THE warplanes came under cover of
darkness on August 18th, bombing sev-

eral sites in and nearTripoli, Libya’s capital,
that have been associated with Islamist
militias. Few Libyans know for sure who
was piloting the aircraft or who had sent
them. Some close to Khalifa Haftar, a for-
mer general whose forces have been fight-
ing Islamist militias mainly in Benghazi,
the country’s second city to the east, have
claimed responsibility, though the strikes
were probably beyond the capacity of Lib-
ya’s own depleted air force. The govern-
ment of Egypt to the east, known to be
worried by the Islamists bidding forpower
in neighbouring Libya, generally applauds
attacks on them and may quietly back Mr
Haftar but is loth to intervene directly. To
the west the Algerian government, no less
hostile to the Islamists, hasbeen widely ru-
moured to have backed the aerial assault.
In any event, the air raids have done noth-
ing to end the prevailing chaos. They may

even have made it worse.
For more than five weeks, Tripoli has

been pummelled by militias. The interna-
tional airport has been laid waste. There
has been an exodus of residents, including
almost all foreign diplomats. In the most
recent bout of violence, rockets were fired
into the affluent district of Hay Andalus,
home to Tripoli’s stockmarket and smart-
est shops. The fighting, which hitherto had
affected mainly the suburbs, has neared
the heart of the city. The nocturnal air raids
marked an escalation of the violence, just
days after Libya’s newly elected parlia-
ment called for international intervention
to make peace.

Libya’s hapless government said it had
no idea who carried out the strikes, under-
scoring its tenuous grip on a country that
has little resembling either a functioning
national army or a parliament with real
power or purpose. It was recently mooted
that a ship moored offshore might be the
best location for the new legislature. 

The fighting in Tripoli began in earnest
in June, when an alliance of militiamen,
among them Islamists and fighters from
towns including the prosperous port of
Misrata, to the east of Tripoli, launched an
attack on militias from the mountain town
ofZintan, to the south-west. 

The capital’s residents are now caught
in the middle of a vicious turf war. Fuel is
running out. Electricity is increasingly
patchy. Shops are becoming emptier. The
International Federation of Red Cross and
Red Crescent Societies says that at least 2m
people—nearly a third of Libyans—may
find themselves short offood if the fighting
persists in Tripoli and Benghazi. Some Lib-
yans have clamoured for foreign interven-
tion. But mediators, including the UN, say
they have too little to build on while the
militias hold sway.7

Chaos in Libya

A mystery air raid 

Ahint offoreign involvement fails to
presage peace

Impasse in Tripoli

IT WAS an incident that seemed scripted
for caricature. Earlier this month Dali

Mpofu, a red-beret-sporting lawyer and
member of South Africa’s socialist politi-
cal party, the Economic Freedom Fighters
(EFF), had a public argument with Cyril Ra-
maphosa, the country’s deputy president
and leading light in the ruling African Na-
tional Congress (ANC), over his right to
wear a silkgown. 

At issue was President Jacob Zuma’s re-
fusal to confer upon Mr Mpofu (and sever-
al others) the honour of being called “Se-
nior Counsel”—a tradition inherited from
Britain where exalted barristers are known
as Queen’s Counsel. Mr Zuma’s silence
about his reasons for not granting the hon-
our—which usually involves no more than
rubber-stamping a recommendation from
the legal profession—has set tongues wag-
ging among lawyers. More than a few
think it is because ofMr Mpofu’s readiness
to criticise the government.

The spatwasa distractingsideshow to a
commission investigating the deaths in
2012 of 34 striking miners before which Mr
Ramaphosa was testifying and at which
MrMpofuwasrepresenting injured and ar-
rested miners. But it highlighted what sev-
eral leading lawyers see as increasingly as-
sertive political meddling with South
Africa’s legal profession and worrying at-
tempts by the government to encroach on
the independence of its judiciary, a jewel
of its transition to democracy in 1994.

At the end ofapartheid, South Africa in-
herited many of the gowns and trappings
of the English and Roman-Dutch legal sys-
tem, but a paucity of justice. A mostly
white and male judiciary had energetical-
ly enforced, in the main, the myriad laws
that had stripped blacks of their rights and
dignity. Some judges blithely imposed the
death penalty on whole groups of people
after accepting the legal principle that they
had acted with common purpose. 

Its legal profession fared a little better,
producing many of the country’s activists,
Nelson Mandela among them, and pro-
ducing staunch champions of human
rights, such as Arthur Chaskalson and
George Bizos, who defended Mandela be-
fore his long incarceration. It also exported
many fine legal minds, amply providing
Britain with lawlords. Yet itsmain achieve-
ment was in helping to craft a sturdy post-
apartheid constitution, bolstered by a con-
stitutional court, that was intended to nur-
ture and protect the nascent democracy 

South Africa’s judiciary

Court battles

Silkgowns, red berets and the struggle
for independent courts
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2 and the rights of its citizens.
In the main it has done so admirably.

The vastmajorityofthe judges in the coun-
try’s highest courts have proved to be able
and independent, ruling often against the
government in matters small and large.
The Constitutional Court has been seen as
a model institution that has fearlessly
pushed back against the executive and leg-
islature. Among its achievements was forc-
ing the government to recognise gay mar-
riage and abolish the death penalty.

Yet some in the profession now fret that
this independence is under threat and
point to the appointment of judges to the
highest courts. Here critics worry less
about the qualifications and abilities of
those who have been appointed, but rath-
er express concern that some of the coun-
try’s best lawyers have been blocked from
appointment. Sir Jeffrey Jowell, a South Af-
rica-born Queen’s Counsel who runs the
Bingham Centre for the Rule ofLaw in Lon-
don, thinks that several of those passed
over“would simply grace the bench ofany
top court of any country in the world.”
Many lawyers think they were turned
down for being too independent-minded. 

Those suspicions have been buttressed
in the few instances when the Judicial Ser-
vices Commission (JSC), which recom-
mends the nomination of judges, has
deigned to give reasons. Among those
turned down from the bench was Jeremy
Gauntlett, a respected advocate. The JSC

said this was because of doubts over his
“humility and judicial temperament”—
and also because he is white. 

Earlier this month the Helen Suzman
Foundation, a liberal think-tank, asked the
courts to force the commission to release
tapes of its deliberations. It is also suing to
overturn the JSC’s decision not to recom-
mend Mr Gauntlett and two other judges.

A second avenue of attack is through a
new bill that would end self-regulation of
the legal profession. The bill, which has
been passed but not yet signed into law,
would give the government considerable
influence over the day-to-day running of
the legal profession. The government
would gain the right to appoint members
of a new council that would oversee law-
yers. It would also be allowed to dissolve
the council, a power that could be used if
its members prove to be too headstrong. 

Criticsofthe bill have included both Mr
Bizos and—before he died in 2012—Mr
Chaskalson, who served as chief justice
under Mandela. Mr Chaskalson wrote that
the new bill was “calculated to erode” the
independence of lawyers and indirectly
that of the judiciary. 

Yet there is hope. South Africa’s courts
have the opportunity to review the JSC’s
deliberationsand to test the constitutional-
ity of the new bill regulating lawyers. The
judiciary, in other words, may yet be the
guardian of its own independence. 7

AS YOU lookdown from the new bypass
road winding its way through green

hills on the south-western edge ofNairobi,
the roofs of Kibera slum resemble thou-
sands ofbarges jostlingbow-to-anchor in a
busy colonial-era harbour, with traders
nipping in and out of sight. The shacks are
packed so tight that tin coverings almost
touch each other above the alleys, obscur-
ing the dense flow of people below. Hun-
dreds of them are squeezed under each
long sheet of tin. Schools are filled to the
brim. The surrounding hills may not be
green for much longer. Nairobi is eating up
land. A new study by Unicef, the UN chil-
dren’s agency, points out that, by 2100, on
current rates, almost half the children un-

der 18 in the world will be African. At the
moment, the share is only a quarter.

This would be one ofthe most dramatic
demographic shifts in history. By the end
of the century, if current demographic pat-
terns continue for another 85 years (which
they may not), Africa would have 4.2 bil-
lion people, against 1.1 billion today. Nige-
ria, whose land mass is similar to Paki-
stan’s or Venezuela’s, would rise from
180m today to 910m, registering one in 12 of
the world’s births. 

“The future of humanity is increasingly
African,” says Unicef’s report, which
shows a “massive shift in the world’s child
population towards Africa”. The number
of Africans under 18 may swell by two-
thirds, to reach almost a billion by 2050,
even if child-mortality rates remain rela-
tively high. The new figures assume a re-
duction in fertility rates over time, as pros-
perity increases.

Yet Africa seems unusual in that eco-
nomic growth during the past decade has
not cut fertility as much as it has done else-
where. Fertility rates in some African coun-
tries have stalled, instead of falling contin-
uously, as happened throughout East Asia
and Latin America. 

The Unicef report is based on recent re-
search that suggests that Africa is facing a
population boom, nearly quadrupling it
by the end of the century. The Population
Research Bureau, a Washington-based out-

Africa’s population

Can it survive such speedy growth?
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Child brides in west Africa

Girls fight back

ZEINABOU Moussa is but a girl, flat-
chested, soft-skinned and shy. Yet at

just16 she has seen more ofmarriage
than she would like. Earlier this year,
having been beaten and bullied into
wedding a stranger, she tooka stand.

She fled her husband’s home in Ni-
ger’s southern province ofZinder no
fewer than four times after the ceremony,
only to be dragged backby unsympathet-
ic parents. Then she made her wedding
bed a battlefield. When her husband
forced himselfon her, she bit him where
it would hurt most. “He fainted,” she says
wryly. “And I ran.” The next day her
husband, sore and sorry, tookher before
a traditional chief to demand a divorce.
Her parents will not force her into mar-
riage again.

Zeinabou is one ofmillions ofchild
brides in west Africa, where early mar-
riage is common. Across the region al-
most halfofgirls under the age of 18 are
thought to be wed. In Chad and Niger,
whose rates ofchild marriage are among
the highest in the world, that figure tops
70%. In those countries, girls below the
age of15 are more likely to be made wives
than almost anywhere else.

Poverty, poor education, prohibitive
school fees and tradition are among the
many reasons. Parents are more likely to
send their boys to school than girls. In-
stead, daughters are a source of income
through dowries. Moreover, some fam-
ilies prefer to see their girls married than
to take the riskof them misbehaving
outside wedlock. And for the most part

child marriage is accepted. Yet it causes
all manner ofproblems. Child brides
miss out on education and usually be-
come mothers younger, which in turn
increases maternal mortality. 

There is not much sign ofchange. The
New York-based Ford Foundation thinks
that between 2000 and 2011 the trend in
five west African countries was towards
even earlier marriages for girls. But at
least in some places they are being
helped to fight back.

In Nigeria and Niger teenagers are
learning about their rights and the risks
ofearly marriage in special “safe-space”
schools financed by the UN Population
Fund. Girls enrolled in these schools
seem to be marrying later than their
peers. By 2018, around 160,000 girls will
have passed through them in Niger,
where the total population is just17m.

Other organisations are providing
legal assistance to girls who object to
early, forced marriage. In southern Niger,
Balkissa Chaibou says she went first to a
local magistrate and then to the police to
prevent an uncle forcing her to marry a
relative almost twice her age. Here, more
traditional chiefs are beginning to take a
stand against early marriage. Campaigns
on television and via social media are
increasingly outspoken. The secondary-
school curriculums now include various
issues related to child marriage. Girls are
becoming more assertive. “More of
them”, says Monique Clesca, who heads
the UN Population Fund in Niger, “are
being empowered to say no”. 

ZINDER

Helping girls to sayno

No to nuptial nightmares in Niger

fit, said last year that Africa’s population
would more than double to 2.4 billion by
2050, with the sub-Saharan part of it, cur-
rently 900m-plus, swelling to 2.2 billion.
This is because Africa’s total fertility rate—
the number is children a woman can ex-
pect to have in her lifetime—is 4.7. The fig-
ure in America is 2.0; in East Asia 1.7. 

The prospect of so rapid a rise has trig-
gered a host of Malthusian fears, on the
continent and elsewhere. If Africa is strug-
gling to feed a billion people, it is hard to
see how it could feed 4 billion in future.
Though the past decade has been relative-
ly peaceful, perhaps a population boom
will fuel civil strife. And surely, some fear,
the expanding masses will destroy what is
left of Africa’s flora and fauna, wiping out
endangered species and pouring concrete
on primal forest and grassland. 

Such pessimism is probably overdone.
Though fertility has not fallen as much in
Africa as elsewhere, it has declined. So far,
Central Africa’s tropical forests have not
felt the chainsaws (see page 56). And Africa
remains a relatively empty continent. It
covers a quarter of the globe’s land mass
but hosts only 15% of its population. Asia,
the most densely populated as well as
most populous continent, has 137 people
per square kilometre. Africa has 39. There
should be room for more Africans.

Clearly, the continent needs better in-
frastructure, education and health care. It
also needs family planning. Will govern-
ments, especially in democracies, have the
nerve to tell people to drop their old cultur-
al values in favour ofsmaller broods?

And can wealth creation match popula-
tion growth? A new study by Standard
Bank, based in South Africa, aims to mea-
sure the size of Africa’s middle class, de-
fined as those earning at least $450 per
month. This group in the continent’s 11big-
gest economies has tripled, from fewer
than 5m in 2000 to 15m today. In the next 15
years its numbers may swell by another
25m. The GDP ofthe biggest economieshas
also grown faster than its population. Afri-
ca’s demographic boom is exceptional. But
there is some hope that the continent
might be able to cope with it.7

The swelling east and west

Source: UN

Population of Africa, bn

0

0.25

0.50

0.75

1.00

1.25

1.50

1.75

1950 70 90 2010 30 50 70 2100

East
Central

F O R E C A S T

North
South

West

  



The Economist August 23rd 2014 ESSAY C H I N A 43

1
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What China

wants

As China becomes, again, the
world’s largest economy, it wants
the respect it enjoyed in centuries
past. But it does not know how to
achieve or deserve it

MATTHEW BOULTON, James Watt’s partner in the development of the steam engine
and one of the 18th century’s greatest industrialists, was in no doubt about the importance of Britain’s
first embassy to the court of the Chinese emperor. “I conceive”, he wrote to James Cobb, secretary of the
East India Company, “the present occasion to be the most favourable that ever occurred for the introduc-
tion ofour manufactures into the most extensive market in the world.” 

In light of this great opportunity, he argued, George Macartney’s 1793 mission to Beijing should take a
“very extensive selection of specimens of all the articles we make both for ornament and use.” By dis-
playing such a selection to the emperor, court and people, Macartney’s embassy would learn what the
Chinese wanted. Boulton’s Birmingham factories, along with those of his friends in other industries,
would then set about producing those desiderata in unheard-ofbulk, to everybody’s benefit.

That is not how things turned out. The emperor accepted Macartney’s gifts, and quite liked some of
them—a model of the Royal Sovereign, a first-rate man o’ war, seemed particularly to catch his fancy—but
understood the whole transaction as one of tribute, not trade. The court saw a visit from the representa-
tives of King George as something similar in kind to the opportunities the emperor’s Ministry of Rituals
provided for envoys from Korea and Vietnam to express their respect and devotion to the Ruler ofAll Un-
der Heaven. (Dealings with the less sophisticated foreigners from inner Asia were the responsibility of
the Office ofBarbarian Affairs.) 

The emperorwas thushavingnone ofMacartney’s scandalous suggestion that the Son ofHeaven and
King George should be perceived as equals. He professed himselfhappy that Britain’s tribute, though ad-
mittedlycommonplace, should have come from supplicants so faraway. Buthe did not see it as the begin-
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ning of a new trading relationship: “We have never valued inge-
nious articles, nor do we have the slightest need ofyour country’s
manufactures…Curios and the boasted ingenuity of their devices
I prize not.” Macartney’s request that more ports in China be
opened to trade (the East India Company was limited to Guang-
zhou, then known as Canton) and that a warehouse be set up in
Beijing itselfwasflatly refused. China at that time did not reject the
outside world, as Japan did. It was engaged with barbarians on all
fronts. It just failed to see that they had very much to offer. 

In retrospect, a more active interest in extramural matters
might have been advisable. China was unaware that an eco-
nomic, technological and cultural revolution was taking place in
Europe and being felt throughout the rest of the world. The subse-
quent rise of colonialist capitalism would prove the greatest chal-
lenge it would ever face. The Chinese empire Macartney visited
had been (a few periods of collapse and invasion notwithstand-
ing) the planet’s most populous political entity and richest econ-
omy for most of two millennia. In the following two centuries all
of that would be reversed. China would be semi-colonised, hu-
miliated, pauperised and torn by civil war and revolution. 

Now, though, the country has become what Macartney was
looking for: a relatively open market that very much wants to
trade. To appropriate Boulton, the past two decades have seen the
most favourable conditions that have ever occurred for the intro-
duction of China’s manufactures into the most extensive markets
in the world. That has brought China remarkable prosperity. In
terms ofpurchasing power it is poised to retake its place as the big-
gest economy in the world. Still home to hundreds of millions
mired in poverty, it is also a 21st-century nation of Norman Foster
airports and shining solar farms. It has rolled a rover across the
face of the moon, and it hopes to send people to follow it. 

And now it is a nation that wants some things very much. In
general, it knows what these things are. At home its people want
continued growth, its leaders the stability that growth can buy. On
the international stage people and Communist Party want a new
deference and the influence that befits their nation’s stature. Thus
China wants the current dispensation to stay the same—it wants
the conditions that have helped it grow to endure—but at the same
time it wants it turned into something else.

Finessing this need for things to change yet stay the same
would be a tricky task in any circumstances. It is made harder by
the fact that China’s Leninist leadership is already managing a
huge contradiction between change and stasisathome as it tries to
keep its grip on a society which has transformed itself socially al-
most as fast as it has grown economically. And it is made more
dangerous by the fact that China is steeped in a belligerent form of
nationalism and ruled over by men who respond to every per-
ceived threat and slight with disproportionate self-assertion. 

The post-perestroika collapse of the Soviet Union taught Chi-
na’s leaders not just the dangers of political reform but also a pro-
found distrust of America: would it undermine them next? Xi
Jinping, the president, has since been spooked by the chaos un-
leashed in the Arab spring. It seems he wants to try to cleanse the
party from within so it can continue to rule while refusing any no-
tions of political plurality or an independent judiciary. That con-
solidation is influencing China’s foreign policy.

China isbuildingairstripson disputed islands in the South Chi-
na Sea, moving oil rigs into disputed waters and redefining its air-
space without any clear programme for turning such assertion
into the acknowledged status it sees as its due. This troubles its
neighbours, and it troublesAmerica. Put togetherChina’sdesire to
re-establish itself (without being fully clear about what that might
entail) and America’s determination not to let that desire disrupt
its interests and those of its allies (without being clear about how
to respond) and you have the sort of ill-defined rivalry that can be
very dangerous indeed. Shi Yinhong, of Renmin University in
Beijing, one of China’s most eminent foreign-policy commenta-
tors, says that, five years ago, he was sure that China could rise
peacefully, as it says it wants to. Now, he says, he is not so sure. 

WHEN China was first unified in 221BC, Rome was fighting
Carthage for dominion over the western Mediterranean.

Rome would go on to rise further and, famously, fall. China col-
lapsed, too, manytimes, but the model had been set that itmustal-
ways reunite. By the end of the Han dynasty in 220AD its rulers
had institutionalised the teachings of Confucius, which empha-
sised the value of social hierarchy and personal morality, as the
basis for government. By the Tang dynasty in the 7th century—at
about the time Muhammad returned to Mecca—China was one of
the wealthiest and most illustrious civilisations on Earth. Its eco-
nomic and military power dwarfed that ofneighbouring peoples.
Its cultural riches and Confucian moral order made that pre-emi-
nence seem natural to all concerned. China was the model to em-
ulate. Kyoto in Japan is laid out like 8th-century Chang’an (mod-
ern day Xi’an). The Koreans and Vietnamese adopted Chinese
script. Confucian teaching became, and remains, the philosophi-
cal foundation of many Asian cultures. Just as it was right for the
emperor to occupy the apex of China’s hierarchy, so it was meet
for China to sit atop the world’s.

Macartney came to this paragon at the height of its Qing dy-
nasty. In the middle of the 18th century the emperor had brought
Tibet and Turkestan into the empire by means of intensive mili-
tary campaigns and the genocidal elimination of the Dzungars,
taking it to its greatest historical extent. Though everyday life for
the peasants was grim, imperial life was magnificent. But for all
the wealth and despite—orperhapsbecause of—his imperious dis-
missal, Macartney felt the state was not as sempiternal as its rulers
would have it. It was, he wrote, a “crazy, first rate man o’ war”, able
to overawe her neighbours “merely by her bulk and appearance”.
He sensed something of its fragility and the problems to come.
“She may drift sometime as a wreck and then be dashed to pieces
on the shore.”

The structural reasons for China’s subsequent decline and the
empire’s demise have been much discussed. Some point to what
MarkElvin, a historian, calls “the high-level equilibrium trap”; the
country ran well enough, with cheap labour and efficient admin-
istration, that supply and demand could be easily matched in a
way that left no incentive to invest in technological improvement.

The long fall
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Others note that Europe benefited
from competition and trade between
states, which drove its capacity for
weaponry and its appetites for new
markets. As Kenneth Pomeranz, an
American historian, has argued, ac-
cess to cheap commodities from the
Americas was a factor in driving in-
dustrialisation in Britain and Europe
that China did not enjoy. So was the
good luck of having coal deposits
close to Europe’s centres of industry;
China’s coal and its factories were
separated by thousands of kilo-
metres, a problem that remains try-
ing today.

For some or all of these reasons,
and probably others too, China did
not industrialise in the way that the

West did. Europe had learned of gunpowder from China in the
Middle Ages, but by the 19th century Europeans were far better at
using it to get their way. In the 1830s the British tried to prise open
the China market with opium—something people could be made
to want, and keep wanting, whatever their previous inclinations.
The Chinese tried to stop the trade; the British forced a war upon
them and won it. In the subsequent Treaty of Nanjing, concluded
in 1842, Britain grabbed Hong Kong and forced China to open its
doors. China descended into a spiral ofdenial, defeatand semi-co-
lonisation. Perhaps most humiliating, in the 1890s enfeebled Chi-
na was defeated in battle by the Japanese—a people whose culture
had been founded on Chinese civilisation, but which was now
transformed by eagerly adopted Western technology and ambi-
tion. China’s centrality in Asia had been usurped.

Much of what has taken place since—republican revolution in
1911, the rise and victory of Maoism in 1949 and now “socialism
with Chinese characteristics”—has been a reaction to the loss of
wealth, power and status, and a desire to regain the respect Chi-
na’s leaders and people feel to be their country’s due. 

The reformers and revolutionaries of the late 19th century
came to believe that traditional Chinese culture was part of the
problem. In an attempt not to be carved up by the colonial pow-
ers, they began to ditch much of China’s cultural heritage; to save
themselves as a nation, many believed they had to destroy them-
selves as a culture. In 1905 the Confucian examination system that
had been the focus of governmental training for two millennia
was abandoned. The last emperor and the entire imperial system
were overthrown in 1911. With no modern institutions to support
it, the new republic soon collapsed into chaos. 

After Mao reunited China in 1949, the Communists stepped up
the assault on Chinese culture yet further. China’s institutions,
and the mindsets they created and embodied, were replaced
wholesale by ideas from elsewhere. This was the equivalent of
Europeans throwing out any vestiges ofRoman law, Greek philos-
ophy or Christian belief. Under Mao, Confucius became the ene-
my. And yet the sense ofChina asa great civilisation persisted, and
persists to this day—leaving the country with a deep identity crisis
that it is still struggling to resolve. 

Along the way, China cast offthe imperial view ofthe world as
a source of tribute and embraced the one that in Europe had been
introduced by the Peace of Westphalia: one of essentially equiva-
lent sovereign states distinguished from each other by the quanti-
ties of wealth and power they disposed of, not by any qualitative
hierarchy. China nowhas to see itselfasa state among others. Yet it
is at the same time, in the words of Lucian Pye, an American aca-
demic, “a civilisation pretending to be a state”. Its history, its size
and the feeling of potency brought on by the remarkable growth
ofthe past two decades push it to want to be something more, and
to take back the place that foreigners stole from it. China’s people
and leaders feel their nation’s time has come once again.

Revolutionaries
came to believe
culture was part
of the problem

FOR all this ambition, China is not bent on global domination. It
has little interest in polities beyond Asia, except in as much as

they provide it with raw material and markets. Talk of China’s
“neo-colonialism” in Africa, for instance, ismuch exaggerated. The
country’s stock of direct investment there still lags far behind Brit-
ain’s and France’s and amounts to only a third of America’s.
Though China’s influence is undoubtedly growing, its engage-
ment is not imperial but transactional, says Deborah Brautigam,
of Johns Hopkins University. When a Japanese company bought
the Rockefeller Centre in the 1980s, “Americans thought they were
buying all ofManhattan,” says Ms Brautigam. “The same is true of
China in Africa. It’s all about perception.” In a forthcoming book,
she investigates 20 media reports of land acquisitions by Chinese
firms in Africa, claimed to total 5.5m hectares. She found the real
figure to be just 63,400 hectares. 

Chinese foremen have abused African workers, Chinese com-
panies have run illegal mines and annoyingly undercut local trad-
ers with cheap Chinese goods. But these are the problems of bad
business, notofgrand strategy. Unlike Europe’scolonial powers of
yesteryear, China has no strategic vision of keeping all others out
of its bit of the continent, norany hypocritical “civilisingmission”.
When it perceives it could have a problem with its image, it re-
sponds pragmatically: building hospitals, paying for malaria-pre-
vention programmes, laying down railways. In Africa and Latin
America it is focusing more on taking stakes in local companies,
not just buying up land and resources. It is also making forays into
the use ofsoft power through a number ofConfucius Institutes all
over the world that try—in frequently ham-fisted ways—to show
that China and its culture are benign.

China is “neither a missionary culture nor a values super-
power,” says Kerry Brown of the University of Sydney. “It is not
trying to make otherpeople into China.” The rhetoricofAmerican
foreign policy—and frequently its content, too—is shaped by
claims to be the champion ofdemocracyand liberty. The Commu-
nist Party is less committed to universal values. Alliances often
grow out of shared values; if you don’t have them, friends are
harder to find. Awe can be a respectable alternative to friendship,
and China has begun to awe the world—but also to worry it.

Clan-focused Confucianism and the fear bred by communism
have persuaded the Chinese to mind their own business: sweep
the snow from in front of your own house, goes the old saying,

Expanding the bounds

The long climb back

Source: “Monitoring the World Economy”, by Angus Maddison”
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don’t worry about the frost on your
neighbour’s roof. If it adopts similar
attitudes to the world at large, that
may be because China faces pro-
blems on a global scale within its
own borders: it has more poor peo-
ple than any other country save In-
dia. When 160m ofyour own citizens
are living on less than $1.25 a day, and
many people are beginning to com-
plain more openly about your na-
tion’s domestic problems, the devel-
opment needs of Africans can seem
less pressing. 

Accordingly, there is a tension in
Chinese foreign policy. The country
wants to have as little involvement
abroad as it can get away with, except
for engagements that enhance its im-
age as a great power. It will act
abroad when its own interests are at
stake, but not for the greater or gen-

eral good. Itsnavyhasstarted to take part in anti-piracy operations
off the Horn of Africa and in UN peacekeeping in Africa. In 2011 it
sent a ship to co-ordinate the evacuation of 36,000 Chinese work-
ers from Libya. More such actions may follow as its companies get
more deeply involved in the world, but only if they are seen as ei-
ther low-cost or absolutely necessary. Acute awareness of its do-
mestic weaknesses acts as a restraint, as does the damage China
sees done by the militarisation of America’s foreign policy in re-
cent years.

In a wide range of fields, what China is against is a lot clearer
than what it is for. It vetoed the interventions Western powers
sought in Syria and Darfur and has taken no position on the Rus-
sian annexation ofCrimea (despite having a dim view of any sort
of centrifugalism at home). At the 2009 climate summit in Copen-
hagen China made sure no deal emerged that would even suggest
it might have to slow its industrial growth. There and elsewhere it
showed itself ready to blockbut not ready to build. As a former se-
nior official in the Bush administration says of Chinese engage-
ment at the G20, “They love to show up, but we’re still waiting for
their first idea.”

The former official argues that the world needs more Chinese
engagement and initiative, not less. Chinese leaders dislike the ex-
isting system of alliances, he says, but offer no alternative system
of collective security. They talk about sharing hydrocarbon and
fishery resources in the South and East China Seas, but have of-
fered no concrete proposals. They condemn Western interference
in the internal affairs of developing nations, but exacerbate cor-
ruption and poor governance in countries where they have a
growing stake of their own. 

A lack of engagement is not unusual in a rising power. It took a
world war to draw America irrevocably onto the world stage. And
the absence ofan articulated agenda does not stop China wanting
more standing. Despite being one of the five permanent members
of the UN Security Council—a position it achieved as one of the
victorious powers in the second world war—it is frustrated by
what it sees as its lack of influence in international organisations
and is leading the other large developing nations in pushing for a
better deal. 

The BRICS countries—Brazil, Russia, India, China and South Af-
rica—make up 42% ofthe world’spopulation and 28% ofthe global
economy (at PPP), but they have only 11% of the votes at the Inter-
national Monetary Fund. In July China led the establishment of
the Shanghai-based New Development Bank, of which all the
BRICS countries are members and which looks like a fledgling al-
ternative to the World Bank, leading to talk of a “Chinese Bretton
Woods”. China has also set up an Asian Infrastructure Investment
Bankto rival the Asian Development Bank. 

Sweep the snow
from your own
house, don’t
worry about the
frost on your
neighbour’s roof

WITHIN Asia, it is Chinese activity, not Chinese inactivity, that
has people worried, and their concern is understandable.

Perhaps most provocative is China’s devotion to the “nine-dash
line”, an ill-defined swish of the pen around the South China Sea.
Within this perimeter, China claims all the dry land and, it ap-
pears, all the waterand seabed too; by way ofcontrast, the rules of
the United Nations Convention on the Law of the Sea (UNCLOS)
would tend to see quite a lot of those things as subject to claims
from othercountries. Speaking in June at the Shangri-La Dialogue,
an annual regional-security shindig in Singapore, Wang Guan-
zhong, a Chinese general, made it clear that although China re-
spected UNCLOS, the convention could not apply retroactively:
the nine-dash line was instituted in the 1940sand the islandsofthe
South China Sea have been Chinese for 2,000 years. 

Others in China have been blunter. Wu Shicun, head of the Na-
tional Institute for South China Seas Studies, based on the south-
ern Chinese island of Hainan, recently pointed out that UNCLOS

was developed under Western guidance and that, looking to the
long term, “we should rebuild through various methods ofregion-
al co-operation a more reasonable, fairer and more just interna-
tional maritime order that is guided by us.” Not surprisingly, this
has caused concern in Washington. “How much of the temple do
they actually want to tear down?” asks Douglas Paal, a former
American official now at the Carnegie Endowment for Interna-
tional Peace. 

Probably not all that much, for now. But “China gets it that be-
ing a great power is messy, and involves trampling on a few flow-
ers,” says Lyle Goldstein of America’s Naval War College. “It is a
price the Chinese are willing to pay.” Rules such as those which
say the nine-dash line must be respected might be acceptable for
the small fry. But as China’s then foreign minister, Yang Jiechi, vo-
cally pointed out at a meetingofregional powers in Hanoi in 2010,
“China is a big country and other countries are small countries
and that is a fact.”

Militarily, this is indeed the case. China’s armed forces are, if
not technologically first-rate, certainly large and impressive, not
least because they include a nuclear-missile force. But some of Mr
Yang’s small countries have a big friend. With troops and bases in
Japan and South Korea, America has been the dominant power of
the western Pacific for 70 years. Its regional presence has not de-
clined much since it won the cold war a quarter of a century ago.
On a trip to Asia in 2011BarackObama announced a “pivot” ofhis
country’s policy away from the Middle East and towards Asia.

China’s leaders are con-
vinced that America is deter-
mined to prevent theircountry
from increasing its strategic
and military influence in
Asia—that it is trying to contain
China as it once sought to con-
tain and eventually crush the
Soviet Union. The irony is that
China is the only country that
really believes the pivot is hap-
pening. South-East Asian na-
tions express a fair amount of
scepticism at the idea that
America’s attention has been
newly fixed on their region,
and his opponents in America
claim Mr Obama has done far
too little to follow through on
what he said in 2011.

Leviathan and its hooks
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2 That said, the recent Shangri-La Dialogue did nothing to dispel
China’s fears. Japan’s prime minister, Shinzo Abe, offered to assist
China’s neighbours with military hardware, and has been push-
ing, within the constraints of Japan’s pacifist post-war constitu-
tion, for a more robust defence policy in the region. In his first year
in office Mr Abe visited every member of the Association of
South-East Asian Nations. America’s secretary of defence, Chuck
Hagel, endorsed Mr Abe’s ideas at Shangri-La, accusing China of
“destabilising unilateral actions”.

China has been assertive in the South China Sea for decades.
Alastair Iain Johnston of Harvard University argues that recent
changes have not always been in the degree of this assertiveness
but in the level of interest Western media take in it and the narra-
tives they create. Others, though, see a distinct hardening of the
position since Mr Xi came to power. Recent moves to dominate
the seas within the “first island chain” that runs from Okinawa
through Taiwan to the Spratlys (see map) have alienated almostall
the country’s neighbours. “It would be hard to construct a foreign
policy better designed to undermine China’s long-
term interests,” argues Brad Glosserman of the
Pacific Forum CSIS, a think-tank. 

The moves are undoubtedly moti-
vated in part by a desire to control
the resources of the sea bed. But
China itselfdoes not see them as
straightforward territorial ex-
pansionism. Chinese leaders
believe their own rhetoric
about the islandsofthe East
and South China Seas hav-
ing always been part of
their territory–a territory
that, since the death of
Mao, they have chosen to
define as almost the em-
pire’s maximum extent
under the Qing dynasty,
rather than its more mod-
est earlier size. And if they
are expressing this territorial
interest aggressively, they are
behaving no worse—
in their eyes, better—than the
only other power they see as their
match. The Chinese note that Ameri-
ca is hardly an unsullied protector of
that temple of the global international or-
der; it enjoys the great-power prerogatives and
dispensations they seek for their own nation. Dislik-
ing the restraints of international treaties perhaps even more than
China does, America has not itself ratified UNCLOS. With a hand-
ful of allies it rode roughshod over the international legal system
to invade Iraq. 

China might also note parallels between its ambitions and
those of America’s in days gone by. Although America waited un-
til the early 20th century to take on a global role, it defined an am-
bitious regional role a hundred years earlier. In 1823 James Monroe
laid out as policy a refusal to countenance any interference in the
Western hemisphere by European nations; all incursions would
be treated as acts of aggression. Conceptually, what China wants
in East Asia seems akin to a Monroe Doctrine: a decrease in the in-
fluence ofexternal powers that would allow it untroubled region-
al dominance. The difference is that the 19th-century Americas did
not have any home-grown powers to challenge the United States,
and mostofitsnationswere quite contentwith the idea ofkeeping
European great powers out of the area. At least in its early years,
they were the doctrine’s beneficiaries, not its subjects.

China is not completely uncompromising. Along its land bor-
ders ithas let some disputes fade awayand offered a bit ofgive and

take. But this is in part because the South and East China Seas are
seen as more strategically important. A key part of this strategic
importance is the possibility that, eventually, the question of Tai-
wan’s sovereignty will come to a head; it is in effect protecting its
flanks in case of a future clash with America on the matter. The
ever-volatile situation in North Korea could also create a flash-
point between the two states. 

When Mr Xi said, at his 2013 California summit with Mr
Obama, that “the vast Pacific has enough space for two large coun-
tries like the United States and China,” it was an expression not so
much of the possibility of peaceful coexistence that must surely
come from being separated by 10,000km of water, as of the idea
that the western Pacific was a legitimate Chinese sphere of influ-
ence. And if Mr Xi’s words, repeated to America’s secretary of
state, John Kerry, in Beijing in July, seemed to imply a symmetry
between the countries, China knows that, in fact, it enjoys various
asymmetric advantages. For one, it is a unitary actor. It can drive
wedges between America and its allies in the region. Hugh White,

an Australian academic, argued in a recent article
that, by threatening other Asian countries with

force, “China confronts America with the
choice between deserting its friends

and fighting China.” 
China’s armed forces are much

less proficient than America’s.
But China enjoys the advan-

tage of playing at home.
America can dominate these
seas only through naval
and air operations. If Chi-
nese anti-ship missiles
present a serious threat to
such operations they can
greatly reduce America’s
ability to project power,
without putting China to
the expense of developing
a navy of its own remotely

so capable. Thus the mili-
tary forces of the two sides

are not as unbalanced as one
might thinkby simply counting

carrier groups (of which China is
building its first, whereas America

has ten, four of them in the Pacific). 
China also thinks there is an asym-

metry of will. It sees a war-weary America
as unlikely to spend blood and treasure defend-

ing uninhabited rocks of no direct strategic impor-
tance. America may speak loudly, but its big stick will remain un-
wielded. China’s people, on the other hand, their views shaped
not just by propaganda but also by a nationalism that needs scant
encouragement, lookon the projection ofpower in the China seas
very favourably. And its military-industrial complex yearns to be
paid to build bigger, better sticks of its own. Even if party leaders
wanted to succeed in their stated desire for a peaceful rise and to
remain within international law, the way they have shaped the
spirit of their country would not necessarily let them. 

This is especially true when it comes to Japan, the country
which tookon the role of regional power in Asia when China was
laid low in the 19th century, and with which relations would al-
ways be most vexed. The vitriolic propaganda against the Japa-
nese in Chinese media scarcely needs official prompting; Chinese
suffering under Japan’s cruel occupation is well remembered. Ja-
pan is a useful whipping boy to distract attention from the party’s
inadequacies. China’s leaders have legitimate security concerns
and a right to seek a larger international role for their nation but,
obsessed with their own narrative ofvictimhood, they do not see
that they themselves are becoming Asia’s bullies. 

Beijing

Urumqi

Lhasa

Chongqing

Hong Kong

Shanghai

Harbin

C H I N A

R U S S I A

I N D O N E S I A

P A C I F I C

O C E A N

I N D I A N

O C E A N

MYANMAR

THAILAND
PHILIPPINES

TAIWAN

LAOS

MONGOLIA

JAPAN

Senkaku/
Diaoyu Is.

Spratly

Is. 

N. KOREA

Xi’an

X I N J I A N G

T I B E T

HAINAN

S o u t h
C h i n a

S e a

East
China
Sea

SINGAPORE

Nine-
dash
line

First
island
chain

Second
island
chain

  



PUBLIC enthusiasm underlines the fact that China’s growing as-
sertiveness is not purely a matter of relationships outside its

borders. “Whenever I see a change in foreign policy, I always ask,
‘what’s going on domestically?’ ” says Joseph Fewsmith of Boston
University. Mr Xi is purging rivals, clamping down on corruption
and, many hope, pushing through tough economic and financial
reforms; some foreign distraction might come in handy. 

Consolidating power at home and throwing its weight around
abroad are linked, but they do not mark a return to full-blown, go-
home-Macartney imperial arrogance. The Chinese know that
there are now things they want from beyond their borders—ideas
as well as markets, raw materials and investment—and they have
integrated remarkably well, if sometimes grudgingly, into many
international organisations. From not understanding the West-
phalian world view, China hasgrown into a devotee, seeing a way
of looking at the world in which it thinks, as a big state among
small states, that it enjoys natural advantages. It has accepted the
equality ofits rulers with foreign kings, though not necessarily the
idea that there should be laws to bind all such princes. 

However, those rulers have not accepted, and cannot accept,
equality with those they rule at home. Maoist China created a
strong state and a weak society. Now that strong state has to deal
with an ever stronger society, too, in which individuals have new
ways of expressing themselves about all sorts of things, including
the need formore accountable government. China’s rulersbelieve
the country cannot hold together without one-party rule as firm
as an emperor’s (and they may be right); an increasing number of
its people (and many foreign sinologists) believe it cannot become
fully modern as long as one-party rule endures.

Both the aspirationsofthe enriched and the resentments ofthe
oppressed are in play. In western regions, Muslim and Tibetan ar-
easare constantly rocked byunrest. In the more prosperous eastof
the country, the post-Tiananmen deal—stay out ofpolitics and you
can do anything you want—is fraying, and public outrage at cor-
ruption, pollution and otherproblems grows more vociferous. Yet
rather than allowmore formal popularparticipation and move to-

wards the rule of law, China’s leaders are allowing less participa-
tion as they crack down on free-thinkers, believing that carrying
out real, structural reform is more dangerous than not doing so. In
fact the opposite may be true. The deep fissures in the country will
be increasingly hard to paper over with mere prosperity. 

It is not just that seeking to placate the public at home with
braggadocio overseas will make it harder still for China to garner
allies and respect. There is a deeper problem. Many countries
around the world admire, and would like to emulate, the un-
democratic but effective way that China has managed its decades
of growth. If China’s domestic politics look less stable, some of
that admiration will wane. And even if things can be held togeth-
er, for the time being, admiration for China does not translate into
affection for it, or into a sense of common cause. Economically
and militarily, China has come a long way towards regaining the
centrality in Asia it enjoyed through much of history. Intellectual-
ly and morally, it has not. In the old days it held a “soft power” so
strong, according to William Kirby of Harvard University, that
“neighbours converted themselves” to it. Now, Mr Xi may know
how to assert himself and how to be feared, at home and abroad.
But without the ability to exert a greater power of attraction, too,
such strength will always tend to destabilise. 

IfChina could resolve its identity crisis and once again become
an attractive civilisation rather than justan enviable development
model, it would be much better placed to get the respect and influ-
ence it craves. But it is hard to see that happening unless the party
gives more power to its people, and Mr Xi has made it clear that
will not happen on his watch. The danger is that China will seek
greater power in the world as a substitute for fundamental
changes at home. If it fails to make those changes, its global power
will continue to look hollow, unattractive and threatening, and its
neighbours will continue to cling to the coat-tails ofUncle Sam. 

China is no longer the “crazy, first-rate man o’ war” described
by Macartney in 1793. In spite of its many problems, it is a sleeker,
more modern ship. Over200 years, through much pain and suffer-
ing, it has transformed the very core of its identity, changing itself
from an inward- and backward-lookingpower to an outward- and
forward-looking one. Since 1978, it has shown both flexibility and
unwielding resolve in its continued pursuit of wealth and power.
Now those goals are within reach and China stands on the verge
of greatness. The next few decades may prove to be the most diffi-
cult ofall. 7

The challenge of change
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IN A dusty Russian field close to the bor-
der with Ukraine, a fleet of nearly 300

trucks sit under the hot summer sun. Their
arrival on August 14th was a sideshow to
the war inside Ukraine, a piece of political
sleight-of-hand that was neither a true hu-
manitarian mission (as Moscow presented
it) nor a prelude to invasion by Russian
“peacekeepers” (as Kiev feared). The trucks
and theircontentsare notdecisive in them-
selves, but they could be part of the end-
game to a conflict that has stretched over
three months and cost some 2,500 lives. 

The war is reaching a crunch point.
Pushing forward with artillery and bomb-
ing raids, Ukrainian forces are recapturing
territory and closing in on rebel forces in
the east. The mood in Kiev, as Olexsiy Mel-
nyk of the Razumkov Centre sums it up, is
to “go to the end”—to finish the war by
force. In a purely military contest, without
an influx of heavy weapons or ground
troops from Russia, the anti-Kiev insurgen-
cy would lose. The human cost could be
high, but it would give President Petro Po-
roshenko a battlefield victory without
making concessions to Moscow. 

Discipline is breaking down in rebel
ranks, as the Kremlin pulls out high-profile
proxies in favour of untested and unquali-
fied locals who have the credibility of be-
ing from eastern Ukraine but neither com-
petence nor experience. Donetsk and
Luhansk, the two rebel strongholds, are
under siege. This suggests that Russia’s
Vladimir Putin may face a stark choice: to

points to the scope for dialogue. 
In principle, both Kiev and Moscow

should favour a political rather than a mil-
itary end to the war. MrPoroshenko would
gain more from diplomacy than from flat-
tening Donetsk and risking Russian inter-
vention, and Mr Putin would avoid the
costs and risks ofa military campaign. 

Yet there is no guarantee that the con-
flict will not escalate. Mr Poroshenko faces
political pressure not to yield any ground,
and after months with Russia acting as
puppet-master and chief supplier to the re-
bels, distrust in Kiev is high. There is “no
point in talks with Russia,” says Mr Mel-
nyk. “It tries to play the role ofmediator but
in fact it’s a party to the conflict.” Even ifMr
Poroshenko were ready to make dip-
lomatic overtures, says Olexiy Haran of
Kyiv Mohyla University, “there is no ade-
quate reaction from the other side.”

With Mr Poroshenko and those leading
the war in Kiev seeing it as a fight for Uk-
raine’s survival, they will press on. For all
the support from the West, Ukraine knows
nobody will help—it has none of the illu-
sions of Mikheil Saakashvili before the
2008 Georgia-Russia war. “Ukrainians are
fighting and dying alone,” says Mr Haran.

The language of war casts those who
support the rebels as terrorists or Russian
mercenaries. Post-war reconciliation in
Donetsk and Luhansk will thus be excep-
tionally difficult. In a hospital bed on the
Russian side of the border, an injured 52-
year-old rebel named Yuri, from the Lu-
hansk region, says that even if Kiev consid-
ers him a terrorist, there are “millions of
people like me.” 

Ukraine is understandably preoccu-
pied with finishing the war as soon as pos-
sible, but that leads itspoliticians to cut cor-
ners. A recent package of laws allows
broad state authority inside the zone of
“anti-terrorist operations” in the east, with
police able to detain suspects for 30 days

offer more support to the rebels with extra
weapons and covert assistance, perhaps
all the way to open invasion; or to pursue a
negotiated end to the fighting that sees him
withdrawing support for the rebels and
facing an embarrassing geopolitical loss. 

That leaves Kiev (and its Western back-
ers) with a choice, too: to allow the Ukrai-
nian army and the battalions fighting
alongside it to pound the citiesoccupied by
rebels with mortars and rockets in the
hope that the insurgency will simply
crumble, or to seek to end the fighting by
making some sort of deal—in name or in
fact—with Mr Putin. The next few days will
see a flurry of diplomacy: Germany’s An-
gela Merkel plans to visit Kiev on August
23rd and Mr Putin will meet Mr Porosh-
enko on the sidelines of a Eurasian Union
summit in Minskon August 26th. 

The Americans are only sporadically
engaged by the war in Ukraine, but the
European Union—led by Germany—sees it
as the greatest threat to security in a gener-
ation. Mrs Merkel is making her visit to
support Mr Poroshenko and his govern-
ment and to sound out his readiness for
talks. She will presshim “to make sure they
don’t crossany lines thatmake itmore diffi-
cult to take their side,” comments Con-
stanze Stelzenmüller of the German Mar-
shall Fund. The meeting in Minsk may
produce little more than did a recent gath-
ering of foreign ministers in Berlin, but the
mere fact that the two presidents will talk
face to face for the first time since June

Ukraine and Russia

Battering on
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The fighting in eastern Ukraine intensifies as pro-Russian rebels lose ground,
raising fresh questions over the plans ofRussia’s VladimirPutin
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2 without charge and to open fire without
warning. The laws were voted into force
the day they were introduced. In the Rada
(parliament) “all the methods have re-
mained the same” as under Mr Porosh-
enko’s predecessor, Viktor Yanukovych,
says Roman Kuibida of the Centre for Polit-
ical and Legal Reforms; laws are “passed
without discussion or opportunity for
commentary.” Ukraine needs a new Rada
to replace the discredited one of Mr Yanu-
kovych, but if election rules are not re-
formed voters may elect a similar body. 

As for Mr Putin, he clearly prefers not to
send troops in an open, frontal invasion of
Ukraine if other options are available. He
could have constructed earlier pretexts for
invasion. On the other hand, time and
again he has chosen not to draw down the
war but to escalate tension, trusting the
West to acclimatise itself to each small in-
crease in Russian involvement. At this
point, it is impossible to divine Mr Putin’s
strategy or his goal. Unpredictability ap-
pears to have become an end in itself, a
way of shrouding a policy of improvisa-
tion in a veil ofmystic omnipotence. 

Moscow’s humanitarian convoy is thus
not a piece of a larger, thought-through
play, but a gambit—a way forMrPutin to re-
gain the initiative in the crisis and to shift
the conversation from questions over who
shot down the Malaysia Airlines jet in July
to the genuinely awful humanitarian situ-
ation in the east. It also allows Mr Putin to
show his domestic audience that he is do-
ingsomethingfor the people ofeastern Uk-
raine without sending in tanks.

A handful of trucks have moved to the
border, awaiting Red Cross inspection. But
ifmany cross into Ukraine, they are unlike-
ly to leave, becoming a beachhead for a
long-term Russian presence that turns the
war into a frozen conflict,which would suit
Mr Putin fine. For Mr Putin, Ukraine needs
to stay fractured and destabilised: just how
this happens is less important. As Igor Ko-
rotchenko, editor of a defence magazine
who is close to the Russian defence minis-
try, puts it, “Ukraine can be an enemy state,
but it can’t be a strong one.”7
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“IT IS like you’ve been dating a girl for a
long time,” grins Pavel Andreev, an

editor at a state-controlled broadcaster,
Rossiya Segodnya, explaining why it has
taken so long to press ahead with the Eur-
asian Union. “You’ve met the parents,
you’ve spent a weekend with the families,
and now you want to get engaged…Eura-
sian integration has been painfully slow,
but it’s moving forward.” 

Often seen as an artefact of Vladimir
Putin’s nostalgia for the Soviet Union, the
Eurasian Union hasbeen largely ignored in
the West. Yet it is in the margins of a Eur-
asian Union summit in Minsk next week
that MrPutin will meet the Ukrainian pres-
ident, Petro Poroshenko. And it was the de-
cision by Mr Poroshenko’s predecessor,
ViktorYanukovych, to embrace the project,
rejecting a deal with the European Union,
which touched off last winter’s protests in
Kiev. That decision was not simply a capit-
ulation to Russian empire-building, for this
is not what Russia wants. Rather, says Dmi-
tri Trenin of the Carnegie Moscow Centre,
it chafes over the lack of a big group that
gives it more standing with the EU.

The officesofthe Eurasian Union, or the
Eurasian Economic Commission as it is of-
ficially known, are in a swanky Moscow
high-rise building festooned with gold let-
ters. In the lobby, clocks showing the time
in the union’s three capitals—Moscow,
Minsk, and Astana—cluster together, leav-
ing plenty of room for more. Besides Bela-
rus and Kazakhstan, Russia is keen to add
Kyrgyzstan, and Armenia’s president,
Serzh Sargsyan, has said he will join. But
Mr Poroshenko is just an observer.

Russian officials tout the union’s poten-
tial—trade could include everything from
Belarus’s heavy machinery to Kazakhstani
beef (see page 33). Trade within the union
has grown by over 30% since 2011, they say.
Yet Mr Trenin says the economic benefits
of expansion are questionable. Discount-
ing the initial burst after the removal of
trade barriers in early 2011, annual trade
growth has been more like 1.5%. Some offi-
cials say itwill pickup, as itdid with the EU.
But the union’s own trade minister, An-
drey Slepnev, does not think it will pull
Russia’s economy out ofstagnation. 

With expectations so low, you might
wonder what the Eurasian Union is for. A
former Armenian foreign minister, Alex-
ander Arzoumanian, fears that Russia
wants to dominate small countriesand res-
urrect the Soviet Union. But Mr Slepnev in-
sists that Russia has no control over others.
In June Belarus and Kazakhstan vetoed a
Russian effort to get the Eurasian Union to
blockduty-free imports from Ukraine. And
Russia also dropped its plan for a Eurasian
parliament after Kazakhstan objected.

According to Konstantin Sonin of Mos-
cow’s Higher School of Economics, it is the
smaller members that will reap the eco-
nomic benefits of integration, in the form
of lower energy prices from Russian pro-
ducers such as Gazprom and Rosneft.
Without such carrots, he says, countries
like Belarus would turn to the EU, just as
Ukraine is now doing. 

Mr Putin’s desire for Eurasian integra-
tion despite its lack of economic benefits
for Russia may seem odd. But some an-
alysts argue that Russia seeks footholds in
countries such as Ukraine and Armenia
not to control them, but just to curtail West-
ern influence. As with the clocks in the Eur-
asian Union’sMoscowlobby, Russia wants
not power so much as the appearance of
power. Because it sees any gain for the
West as a loss to itself, Russia will continue
to promote its pet project.7
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French education

Bac blues

WARYofcompetition when it comes
to global markets, the French em-

brace it wholeheartedly in the classroom.
As school pupils enjoy the end of their
summer holiday, few will relish a return
to their harsh grading system. Termly
reports in secondary schools record
pupils’ marks, in Cartesian fashion, to the
nearest two decimal points. Every child
knows how they compare with the aver-
age. A result at the school-leaving bac-

calauréat exam of16 out of20 is consid-
ered outstanding. For younger children, a
dictée to test spelling is marked by pro-
gressively deducting points for every
error, which can crush the grade down to
zero, or even into negative territory. 

Benoît Hamon, the education min-
ister, thinks the system, at least for youn-

ger people, is too harsh. He argues that
“in France we are defined by failure”, and
this begins with poor grades. He wants
schools to “stimulate instead ofdis-
courage” and to give pupils more positive
feedback. Mr Hamon has launched a
review of the national grading system. It
is due to report early next year.

Mr Hamon’s concern seems to be over
the stress and anxiety that harsh grading
inflicts on French schoolchildren, and the
lackofconfidence that this engenders in a
country that is already excessively pessi-
mistic. Fully 75% of the children say they
worry about getting poor marks in
maths, for example, according to a study
by the Paris-based OECD think-tank—
only just less than the figure of78% in
South Korea, and far above the 46% in
Sweden. 

Last year the education ministry
reported on an experiment in middle
schools, in which marks out of20 were
abandoned in favour ofcomments, or
vague letter grades. Boys, the report
noted, disliked a less competitive envi-
ronment more than girls; stronger pupils
disliked it more than weaker ones. But by
creating less stress over failure, the report
found, pupils were encouraged to take
risks and participate in class, and often
became more confident.

Curiously, it was parents rather than
pupils who most resisted the absence of
grades. They worried about over-protect-
ed children, and the difficulty of judging
their progress. IfMr Hamon is to get
anywhere, he may find that his biggest
obstacle is pushy parents. 

PARIS

Moves are afoot to reconsiderFrance’s harsh grading system

Stress at the scoreboard

ANICE summing-up of Serbia’s foreign-
policy dilemmas was shown in a re-

cent drawing by Corax, the country’s lead-
ing political cartoonist. Aleksandar Vucic,
Serbia’s prime minister, is shown playing
two pianos at once, with Angela Merkel,
Germany’s chancellor, conducting on one
side, and Vladimir Putin, Russia’s presi-
dent, conducting on the other. The Serbian
government is finding the Ukraine crisis is
only adding to the political cacophony. 

In March Serbia abstained in a UN vote
reaffirming the territorial integrity of Uk-
raine after Russia’s annexation of Crimea.
As a candidate for European Union mem-
bership, it was heavily criticised for this by
its partners. Officially the reason was that
Serbia had only a caretaker government.
But the real reason was that it did not want
to annoy its traditional ally, Russia. 

Since then Serbia has desperately tried
to please both sides. Now its government
is clear that, just as Kosovo should be part
of Serbia, so Crimea should be part of Uk-
raine. But much ofthe press and many Rus-
sophile Serbsdisagree. Awebsite with con-
tacts for those who want to fight with
pro-Russian rebels in eastern Ukraine says
that the “liberation” ofKosovo is not possi-
ble without the liberation of Novorossiya,
as the rebels call their territory. 

The number of Serbs fighting in Uk-
raine may be no more than 100, but their
alleged exploits are widely reported. Mr
Vucic calls them mercenaries who are
“harmful” to Serbia. Legislation is being
drawn up making it illegal to fight in for-
eign wars. That would also cover Serbian
citizens who are ethnic Albanians or Bos-
niaks and have become jihadists in Syria
and Iraq. Yet Serbian soldiers still train
with both Russian and NATO troops (Ser-
bia is in NATO’s “partnership for peace”,
but is not a candidate for membership). 

Candidates to join the EU are supposed
to align their foreign policy with it. Thus
Montenegro has imposed sanctions on
Russia. But Serbia has refused to do so: it
would cause enormous damage, growls
Russia’s ambassador in Belgrade. Now
Brussels is telling the Serbian government
it must not profit from Russia’s ban on im-
ports of certain agricultural and dairy pro-
ducts from the EU. Croatian companies hit
by the ban are reportedly investigating if
they can relabel their products as Serbian.

Energy is another source of tension. For
years the prospect of South Stream, a pipe-
line to export Russian gas that would pass

through Serbia, has shimmered like a mi-
rage ahead. It would bring jobs and cash as
well asgas to partsofthe country that need
them. Now it is unclear if it will ever hap-
pen. Under pressure from the European
Commission, the Bulgarian government
has just suspended its part of the project. 

If EU leaders are irritated by Serbia, so
are the Russians. Russia’s Gazprom Neft
has a 51% stake in NIS, Serbia’s main oil
company. On August 11th it was revealed

that the police were investigating the 2008
privatisation of NIS. Mr Vucic has implied
that the Russians understand that this is
domestic political score-settling. Yet the
Russians are clearly furious. They were
said to have got fantastic terms for the deal
after siding with Serbia over Kosovo.

Mr Vucic will go on trying to satisfy
both conductors. As long as he causes no
problems in Kosovo, says Dimitar Bechev
of the London School of Economics, the
West will forgive him. He adds that it is
hard to be tough on Serbia for selling Rus-
sia raspberries when France is selling it
warships. Yet Serbia must eventually lean
the EU’s way to protect its candidacy. 

Meanwhile in Kosovo, whose security
is provided by a NATO-led force, most of
Ukraine’s 160 troops are pulling out. They
have more urgent business than helping to
protect Kosovo’s Serbs.7
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AYOUNG foreign migrant who moved
to Ireland earlier this year found after

arriving that she was pregnant. She said
she had been raped in her native country.
The woman, who cannot be named for le-
gal reasons, had few friends and was too
poor to travel abroad. Her English was
minimal, and she became a socially isolat-
ed figure. As a rape victim who was preg-
nant and later became suicidal, she tried
for many weeks to secure an abortion. She
was refused.

Ireland’s highly restrictive abortion law
allows a termination only in very limited
circumstances: where a real and substan-
tial risk to the life of the mother exists (in-
cluding that of suicide in pregnancy). This
month the young woman’s 25-week preg-
nancy ended when her baby, whom she
did not want, was delivered by Caesarean
section. She claimed in a newspaper inter-
view that while pregnant she had attempt-
ed suicide and refused food and water in a
vain bid to get an abortion.

The latest flare-up over abortion in Ire-
land has left the government embarrassed,
as it struggles to explain why state agencies
rejected the mother’s request. The episode
revives an issue that first caused controver-
sy more than 30 years ago and still sharply
divides public opinion. In 1983 the Irish
people voted in a referendum to amend
the constitution to make abortion illegal.
But in 1992 the Irish Supreme Court decid-
ed thatabortion waspermissible when the
life (but not the health) of the mother was
at risk.

Two years ago the death of an Indian-
born dentist in an Irish hospital after a mis-
carriage stirred up fresh debate on the law.
The hospital authorities in Galway denied
her request for an abortion when she
found she wasmiscarrying. The tragedy at-
tracted worldwide attention and much ad-
verse media comment. Belatedly, it
prompted the government, facing in-
creased international criticism, to clarify
the abortion law. Last year parliament be-
latedly passed legislation to give effect to
the 1992 Supreme Court decision.

The new law, however, changed little.
And its passage through parliament took a
heavy toll ofall political parties. A handful
of Fine Gael deputies rebelled, and were
expelled from the ruling party. Fianna Fail,
the main opposition party, had to give its
deputies a free vote on grounds of con-
science. Short of calling a new referendum
(which the government has rejected, at

least for the time being), little more can be
done to soften Ireland’s abortion law. The
government is constrained both by the
constitution and by the court’s ruling.

Dr Anthony McCarthy, a psychiatrist at
Dublin’s National Maternity Hospital,
notes that most pregnant women who are
suicidal and want a termination will con-
tinue to travel to Britain. “Why”, he asks,
“would you go through this in Ireland?”
Last year over 3,500 women from the re-
public went to Britain for abortions.7

Ireland and abortion
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Renewed criticism of Ireland’s abortion lawmaystill not lead to change

IT IS not the narrative that Catalan sepa-
ratists hoped for as they face a stand-off

with the Madrid government over a
planned independence vote in November.
Instead of a debate about evil Castilian
conquistadors, their cause has been over-
shadowed by a scandal over a fallen hero,
Jordi Pujol, who served for six terms as
leader ofCatalonia.

Four weeks ago Mr Pujol admitted that
his family had hidden money in Switzer-
land for the past 35 years. “We never found
the right moment to declare it,” he said
breezily. The confession comes at an awk-
ward time. Mr Pujol’s hand-picked succes-

sor as head of his Convergence and Union
(CiU) group, and Catalonia’s current
leader, Artur Mas, has promised a referen-
dum on November9th. Spain’sprime min-
ister, Mariano Rajoy, will ban it. Separatists
hoped this would swell their ranks. But
now all the talk is of the 84-year-old Mr Pu-
jol, a political giant in his region.

The man who set Catalonia on a path
from no self-government to an annual
budget of €25.5 billion ($33.9 billion, about
half of Ireland’s) liked to be called “presi-
dent” or “the most honourable”. A founda-
tion bearing his name specialises in ethics.
In 23 years as president until 2003, he be-
came a master at persuading Catalans that
theywere victimsofMadrid. The battle cry
of the independence campaign is that the
rest of Spain steals Catalan taxes and
wastes them on lazy southerners. Now Mr
Pujol himself has been found hiding his
own stash ofcash.

Other family members are under inves-
tigation. A son, also called Jordi, goes be-
fore a judge in mid-September to answer
questions about tax fraud and money-
laundering after a girlfriend accused him
of carrying bags of €500 notes to Andorra.
Another son, Oriol, has quit as secretary-
general of the senior partner in the CiU
group, Catalan Democratic Convergence:
an investigating judge suspects him of tak-
ing bribes. A legion of longtime Pujol-hat-
ers in Spain are dancing on the dynasty’s
political grave and hoping that this may
kill the referendum.

The scandal will hurt Mr Mas, but it
does not sink separatism. He is being
tugged in opposite directions by his refer-
endum pledge. His more moderate co-
alition partner, Democratic Catalan Union
(UDC), has threatened to quit. The ardently
separatist Catalan Republican Left (ERC),
which props up his minority government,
wants him to defy Madrid by calling an il-
legal referendum if need be. It also de-
mands an inquiry if Mr Pujol does not ap-
pear before the Catalan parliament.

Mr Mas may hold an early election that
serves as a proxy for a vote on indepen-
dence. Carme Forcadell, leader of a Cata-
lan pressure group that has driven the sep-
aratist surge, insists on this if Mr Rajoy
blocks the referendum. But opinion polls
show CiU trailing ERC. The Pujol affair will
damage it further. If the UDC walks out, Mr
Mas’s party may be hammered.

A test of separatist feeling will come on
September 11th, Catalonia’s national day.
In previous years Ms Forcadell’s group has
called out millions to demand an indepen-
dence vote. This year’s protest may be less
impressive. Those who want a new deal
with Spain but dislike full independence
may stay away. Anger about the economy,
a source of many gripes, is dimming, but
the Pujol scandal will spread disillusion.
The man who built up Catalan national
pride is now undermining it.7
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THE day after Mandy Peck tried to elec-
trocute herself in the bath her family

took her to a mental-health centre in
Chelmsford and asked for help. They were
told that there were no beds available and
sent home. Two days later Ms Peck jumped
to her death from a multi-storey car park.
She left a daughter behind.

Ms Peck would not have been turned
away had she arrived at hospital with a
broken leg. Yet the National Health Service
(NHS) often fails those sufferingfrom a bro-
ken spirit. The numbers are fuzzy, but
about one Briton in four suffers a mental-
health problem at some time in their life,
rangingfrom mild anxiety to severe schizo-
phrenia. Less than a third of those receive
treatment. That is in part because many
sufferers are ashamed to seek help, but it is
also due to funding gaps and disorganisa-
tion within the NHS. The result is a system
in crisis, says Sue Bailey, a former president
of the Royal College ofPsychiatrists.

This failure is costly. Mental-health pro-
blems cause more suffering in Britain than
physical illness, poverty or unemploy-
ment, according to Richard Layard, an
economist and author of a book on happi-
ness. People with severe mental illnesses
have higher rates of physical illness than
the general public. According to the King’s
Fund, a think-tank, this costs the NHS be-
tween £8 billion ($13 billion) and £13 billion
each year. Sufferers are also more likely to
commit crime; mental illness has become

Recentcuts to health spendinghave fall-
en hardest on mental-health care, just as
doctors say demand is rising. The number
of NHS beds for patients with mental ill-
ness has declined by over 30% since 2003.
Many facilities are now full. As a result pa-
tients are having to travel long distances or
wait months for care. To free up room, a
mental-health centre in London has dis-
charged patients to bed-and-breakfasts.
Others are not so lucky: sufferers picked up
by police are often diagnosed in jail cells.
This week Norman Lamb, the minister for
care, said that services for young people
are “stuck in the darkages”.

A second challenge arises from the way
the NHS is structured. Mental-health care is
staffed and funded separately from physi-
cal care—treatment is focused on the mind
or body, but rarely on both at once. Yet re-
search shows depressed people are more
likely than others to develop heart and
lung disease, and to suffer from strokes.
Mental illness also appears to make dis-
eases more lethal. On average men with
mental-health problems die 20 years earli-
er than those without them (most from
causes other than suicide), says the British
Medical Association.

The government is alive to these pro-
blems. Britain’s spendingon mental health
may be inadequate, but it compares fa-
vourably with that of other rich countries.
From April ministershave promised to lim-
it the long waiting times that prevent many
people using mental-health services. And
in 2012 the government pledged to give
mental health care equal priority to physi-
cal care, enshrining this principle as part of
the Health and Social Care Act. But critics
complain that the promise has yet to deliv-
er much practical change.

Reform advocates would like better in-
tegration between mental- and physical-
health care. “Liaison psychiatry” involves

the most common reason to claim disabili-
ty benefits. Researchers at the OECD, a club
of rich countries, reckon getting mentally-
ill people back to work could increase em-
ployment in Britain by nearly 5%.

Part of the problem is money. The con-
sequences ofmental illness cost the British
economy over £100 billion a year, accord-
ing to the Centre forMental Health, a think-
tank, yet the NHS spends just £11.3 billion
on the problem. Some, like Mr Layard, see
misplaced priorities. Doctors spend about
£3.5 billion a year treating the depression
and anxiety disorders suffered by some
6m British adults—a vast amount less than
is spent treating the physical ailments of
roughly 500,000 patients in the last year of
their lives.

Treating mental illness

Body and soul

Aprofessional schism hinders Britain’s mental-health system 
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2 placing mental-health specialists in hospi-
tals to work alongside doctors. The Centre
for Mental Health found that one such ini-
tiative in Birmingham reduced the length
of hospital stays and the number of re-
admissions and improved the health and
well-being of patients. The centre calculat-
ed that the programme saved four times its
costs. Yet such services are often meagre. 

It would be better and cheaper to keep
sufferers out of hospital altogether, says
Emma Stanton, who runs Beacon UK, a
mental-health consultancy. Ms Stanton
recommends treatment at home through
teams of doctors, nurses and social work-
ers. Instead of swallowing antidepres-
sants, health bosses would like sufferers of
mild conditions to receive help under a
programme called Improving Access to
Psychological Therapies (IAPT), which
aims to expand the use of treatments such
as cognitive behavioural therapy. This
helps individuals challenge the gloomy
thinking that can lead to anxiety and de-

pression. The National Institute for Health
and Care Excellence (NICE), which evalu-
ates treatments, considers it good value.
Yet David Clark, an adviser for IAPT, says it
reaches only a fraction of those who need
it. He would like its budget doubled.

Convincing politicians to cough up
more funds will be tough. Some critics fear
that beefing up treatment of the most com-
mon mental-health problems risks sad-
dling the system with overwhelmingcosts.
Fortunately there is a lot that can be
achieved without more cash. Many men-
tal-health services still do not meet the
standards recommended by NICE, and
communication between services is poor.
Elaborate therapies are not always neces-
sary—one effective treatment for those suf-
fering mental illness is keeping them in a
job. Other types of therapy, say advocates,
should pay for themselves by saving
health-care costs and increasingproductiv-
ity. Improving Britons’ mental health is not
only humane, but economical. 7

HOW seriously does the British govern-
ment take the threat from Islamic State

(IS), an extremist group which has taken
over swathes of Iraq and Syria? Despite a
flurry of pronouncements from the prime
minister and from Michael Fallon, Britain’s
defence secretary, it is growingincreasingly
hard to judge.

Writing in a newspaper on August 17th,
David Cameron warned that Britain faces
a “generational struggle” against a “poi-
sonous ideology”. Striking a Churchillian
tone, the prime minister argued that Brit-
ain’s very security depended on the coun-

try using all its resources, aid, diplomacy
and “military prowess” to vanquish this
enemy. Tough stuff—perhaps the toughest
from any Western leader so far. 

Yet before leaving on holiday the fol-
lowing day Mr Cameron assured journal-
ists that this fiery rhetoric did not mean
Britain was returning to war in Iraq, and
that he had no intention to put “boots on
the ground” against IS. That was before the
release of a horrific video on August 19th
showing the beheading of a captured
American journalist, James Foley, by an IS
militant who appeared to have a British ac-

cent. Mr Cameron rushed back from his
break in Cornwall to confer with ministers
in London.

Confusion already surrounds the work
Britain’s armed forces are presently per-
forming in Iraq. Tornado bombers, heli-
copters, a spy plane, and some special
forces are all operating in the north of the
country—in particular near the city of Mo-
sul. The government has said these efforts
are merely humanitarian, intended to help
refugees besieged by IS fighters (see pic-
ture). Yet on August 18th Mr Fallon was re-
ported to have said that British forces were
performing reconnaissance missions for
Kurdish soldiers battling the jihadists.
Some think Britain is also supplying the
Kurds with communications equipment
and training.

What explains this prevarication? Mr
Cameron is doubtless eager to avoid a re-
peat ofthe fiasco last year, when the House
of Commons voted against his urging that
British forces intervene against the murder-
ous regime of Syria’s President Assad. As
well as shattering Western resolve, the epi-
sode was a personal humiliation for the
prime minister. If the government sounds
too bellicose pressure will grow to recall
parliament, currently in its summer recess,
for a full debate. 

Another risk is that Mr Cameron’s pro-
nouncements outstrip America’s eager-
ness to act, leaving Britain isolated should
the Obama administration commit itself
no further. And the prime ministeralso has
a war-weary public to contend with. Polls
suggest that a large minority of Britons
would support taking some limited action
against IS, such as arming the Kurds. But
winning public support for a larger scale
conflict, however worthy the cause, looks
almost impossible at present.

Mr Foley’s murder may change this. His
hooded killer’s London accent has focused
attention on the thousands of European—
and particularly British—Muslims which IS
has drawn to its banner. Thomas Hegg-
hammer of the Norwegian Defence Re-
search Establishment argues that this rep-
resents the “largest European Muslim
foreign fighter contingent” that has gone to
any conflict in modern history. As many as
500 of them are thought to be British. The
clear risk is that these callow, inexperi-
enced volunteers will return home as
hardened and skilful jihadists, ready, as Mr
Cameron puts it, to “target us on the streets
ofBritain”.

Experts disagree on the scale of that
threat. But even a very small number of re-
turning extremists could cause consider-
able harm. After haring back to Whitehall,
the prime minister said authorities would
redouble efforts to track down British jiha-
dists, and that the grisly video would not
lead Britain to ramp up its involvement in
the conflict. There is a limit to how long Mr
Cameron can keep his options open.7

Britain in Iraq

Cameron’s confusions

The government flip-flops between belligerence and caution
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“IT IS in the matter of patience”, wrote Lord Harris, an early
England cricket captain and later ruler of the British empire’s

favourite game, “that I think the Indian will never be equal to the
Englishman.” It was interesting to recall this last month as India’s
batsmen were trouncing England’s at Lord’s, the north London
home of cricket. And that was not all that would have horrified
Harris who, as a 19th-century governor of Bombay (now Mum-
bai), was widely credited with introducing cricket to India.

Nothing illustrates the turnabout in British-Indian relations
more starkly than India’s financial and political takeover of what
was once an English summer game. When India’s best cricketers
played their first Test match—cricket’s gold-seal, five-day for-
mat—at Lord’s in 1932, around the time Harris delivered his racist
verdict, they came as hapless colonial subjects. At home they
were the idols ofan unlikely national religion. In England, where
it took them four decades to win, India’s cricketers were timo-
rous, poorly paid and uncompetitive. Yet in the 1990s India’s
growth rate picked up, sparking a sports-media explosion which
has transformed the world’s second-most-popular game; over
80% ofcricket’s revenues are now said to be generated in India.

The Indian team that visited England this summer—to play a
five-Test series which ended this week—included some of the
world’s richest sportsmen. Its captain, Mahendra Singh Dhoni,
earned $30m last year; hardly any English player made a million.
And moneybuys influence. HoldingcourtatLord’swasa ponder-
ous Tamilian, N. Srinivasan, wearing jam-jar glasses and a smear
of vermilion to denote his high Hindu caste. The boss of India’s
and the world’s governing bodies for cricket, he is the most pow-
erful cricket administrator since Harris. He also owns one of In-
dia’s best cricket teams, the Chennai Super Kings, in the world’s
fastest-growing sports contest, the Indian Premier League.

For David Cameron, a cricket fan, there are lessons here. The
Conservative prime minister has made improving British-Indian
ties one ofhis priorities. Cricket, the international arena most dis-
rupted by India’s rise, suggests how he might attempt that.

The first lesson is that he is right to try. Countries that share a
colonial legacy, including language and culture, should trade to-
gether far more prodigiously than Britain and India do. Cricket
symbolises their bond; no other countries have so defined them-

selvesby it. ForeminentVictorians, cricketdisplayed theirnation-
al virtues. It was “English, you know quite English,” wrote Harris.
That is why their aspiring Indian subjects—with little help from
Harris—embraced it. And a trace of that anglophilia endures
among India’s elites. It was suggested by Mr Srinivasan’s emo-
tional response after his team, the world champions of lower-
brow one-day cricket, won at Lord’s (though they lost the series).

Yet most Indian cricket fans have perhaps never heard of that
venerable English ground. Theirenthusiasm is almost for a differ-
ent game, the glitzy, shorter formats at which India excels. Cricket
represents for them a different national story: India as a “cricket-
crazy nation”, a youthful, patriotic place, bursting with hope and
a desire to consume. This is the India that has got Mr Cameron ex-
cited for its economic potential; it will take more than appealing
to a common history, in which youngIndians are uninterested, to
win its love. Taking England’s winsome cricket captain, Alastair
Cook, on the prime minister’s next trip to Delhi might help.

A more sobering lesson for Mr Cameron concerns the nature
ofIndian power, which has bruised cricket. India’s growing influ-
ence has, in large part, been traumatic and divisive to a game
which is unusually based on international competition. The col-
laborative culture that formerly governed that, albeit tinged with
Anglo-Australian self-interest and suzerainty, has broken down.
What India wants in cricket, concerning the international pro-
gramme and sales of media rights, or even the rules of the game
and its administration, it increasingly gets.

That was clear earlier this year, when India demanded more
of the international revenues its team is mainly responsible for
generating. This was not unreasonable; but the threatening way it
negotiated, the craven way England and Australia accommodat-
ed it, and the resulting impoverishmentofPakistan, New Zealand
and other poorer cricket nations were contemptible. What was
once an English game, then an international one mapping the for-
mer British empire, is India’s to command. And this is a worrying
prospect forcricket, given the match-fixing, infighting and admin-
istrative chaos that are otheraspects of the game in India. The fact
that Mr Srinivasan, even as he negotiated cricket’s new architec-
ture, wassuspended from the Indian cricketboard while being in-
vestigated over corruption allegations, seemed indicative of this.

Play hard, play fair
That suggests two final truths for Mr Cameron. First, to expect no
favours; India’s power brokers are ruthless and obdurate in crick-
et and otherwise. Indeed cricket, because of its wealth and popu-
larity, is another facet of Indian politics. India’s prime minister,
Narendra Modi, and finance minister, Arun Jaitley, are among a
clutch of Indian politicians leading state cricket associations—
which makes the chaos in Indian cricket all the more dismal.

The second lesson is not to do as England’s cricket board did
and bow to Indian bullying. In world trade and climate negotia-
tions, where India has been unhelpful, and in its recent high-
handed treatment of foreign investors, its bad behaviour should
be condemned and resisted. Respecting India as a rising power is
not the same as pandering to its elite’s worst compulsions.

If Mr Cameron, whose diplomacy tends to veer between fin-
ger-wagging and love-bombing, cannot see the difference, Indi-
ans can. And in a fadingcorneroftheir cultural memory, haunted
by self-righteous but upstanding Victorians such as Harris, is per-
haps a small feeling that the creators of cricket should hold India
to a higher standard. Mr Cameron should honour that.7

The great game

To improve his grasp ofAnglo-Indian relations, David Cameron should watch more cricket

Bagehot
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IN1998 Fernando Henrique Cardoso, then
Brazil’s president, said he would triple

the area of the Amazonian forest set aside
for posterity. At the time the ambition
seemed vain: Brazil was losing 20,000
square kilometres (7,700 square miles) of
forest a year. Over the next15 years loggers,
ranchers, environmentalists and indige-
nous tribes battled it out—often bloodi-
ly—in the world’s largest tropical forest. Yet
all the while presidents were patiently
patching together a jigsaw of national
parks and other protected patches of forest
to create the Amazon Region Protected Ar-
eas (ARPA), a protected area 20 times the
size of Belgium. Now, less than 6,000 sq
km of Brazil’s Amazonian forest is cleared
each year. In May the government and a
group ofdonorsagreed to finance ARPA for
25 years. It is the largest tropical-forest con-
servation project in history. 

This matters because of Brazil’s size:
with 5m sq km of jungle, it has almost as
much as the next three countries (Congo,
China and Australia) put together. But it
also matters for what it may signal: that the
world could be near a turning point in the
sorry story of tropical deforestation.

Typically, countries start in poverty
with their land covered in trees. As they
clear it for farms or fuel, they get richer—un-
til alarm bells ring and they attempt to re-
cover their losses. Thishappensatdifferent

Not everyone accepts that. Matthew
Hansen of the University of Maryland,
who has studied millions of satellite im-
ages, thinks the rate atwhich forest cover in
the tropicswas lost rose between 2000 and
2012—though this refers to all trees cut
down, including those in managed forests
that may be replanted. The FAO excludes
trees in plantations and agriculture gener-
ally (such as for shade-grown coffee).

And by the FAO’s definition, several
tropical countries at different points along
the transition curve seem to be doing bet-
ter (see diagram). At the top, the deforesta-
tion rate in the countries of the Congo ba-
sin, which have the largest remaining area
of African forest, fell from an already-tiny
0.16% a year in the 1990s to 0.1% in the
2000s (see table on next page). They have
not begun to slash and burn, as many
feared was inevitable. Towards the bottom
of the curve, Mexico has cut its deforesta-
tion rate even more than Brazil. On the up-
swing, India and Costa Rica are replanting
forests they once cut down. In 1980 India
had about 640,000 sq km of forest left.
Now, it has 680,000 sq km, and is replant-
ing about 1,450 sq km a year. In the 1980s
only 20% of Costa Rica was covered in
trees. Now more than half is. 

“To save the forest you have to think
outside the forest,” quotes Andrew Steer,
head of the World Resources Institute 

stages in different places, but the trajectory
is similar in most: a reverse J, steeplydown,
then bottomingout, then up—but only part
of the way. This is usually called the “forest
transition curve”. Brazil seems to be near-
ing the bottom. The world may be, too. 

According to the Food and Agriculture
Organisation (FAO), a UN body, the net
change in the world’s forested land (defor-
estation minus forest expansion) was
52,000 sq km a year in the 2000s—a huge
loss, but almost two-fifths below what it
had been in the 1990s. The most recent as-
sessment of the Intergovernmental Panel
on Climate Change, which represents
mainstream scientific opinion on the envi-
ronment, concurred, saying “deforestation
has slowed over the last decade.” 

Tropical forests 

A clearing in the trees 

JAKARTA 

Newideas on what speeds up deforestation and what slows it down
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2 (WRI), an environmental think-tank. In
line with the saying, two big reasons for
the recent slowdown in tropical deforesta-
tion have little directly to do with forest
management. They are the easing ofpopu-
lation pressures and big improvements in
farming far from forested land.

Trees are different
In a new study* for the Centre for Global
Development (CGD), a Washington think-
tank, Jonah Busch and Kalifi Ferretti-Gal-
lon look at 117 cases of deforestation round
the world. They find that two of the influ-
ences most closely correlated with the loss
of forests are population and proximity to
cities (the third is proximity to roads). Dra-
matic falls in fertility in Brazil, China and
other well-forested nations therefore help
explain why (after a lag) deforestation is
slowing, too. Demography even helps ac-
count for what is happening in Congo,
where fertility is high. Its people are flock-
ing to cities, notably Kinshasa, with the re-
sult that the population in more distant,
forested areas is thinning out. 

Two of the countries that have done
most to slow forest decline also have im-
pressive agricultural records: Brazil, which
became the biggest food exporter of all
tropical countries over the past 20 years;
and India, home of the green revolution.
Brazil’s agricultural boom tookplace in the
cerrado, the savannah-like region south
and east of the Amazon (there is farming in
the Amazon, too, but little by comparison).
The green revolution took place mostly in
India’s north-west and south, whereas its
biggest forests are in the east and north. 

But if population and agricultural pro-
wess were the whole story, Indonesia,
where fertility has fallen and farm output
risen, would not be one of the worst fail-
ures. Figures published in Nature Climate
Change in June show that in the past de-
cade it destroyed around 60,000 sq km of
primary forests; its deforestation rate over-
took Brazil’s in 2011. Policies matter, too—
and the political will to implement them.

The central problem facing policy-
makers is that trees are usually worth more
dead than alive; that is, land is worth more
as pasture or cropland than as virgin forest.
The benefits from forests, such as captur-
ing carbon emissions, cleaning up water
supplies and embodying biodiversity, are
hard to price, whereas a bushel of soya-
beans is worth $12 on world markets. The
market for palm oil, much of which is sup-
plied from deforested land in Indonesia, is
worth $50 billion a year. Tourism can
make elephants or lions worth more alive
than dead, giving locals a material incen-
tive to look after them. This is less true of
trees, lovely though they are.

The most successful policies therefore
tend to be top-down bans, rather than in-
centives (though these have been tried,
too). India’s national forest policy of 1988

explicitly rejects the idea of trying to make
money from stewardship. “The derivation
of direct economic benefit”, it says, “must
be subordinated to this principal aim”
(maintaining the health of the forest). In
Brazil 44% of the Amazon is now national
park, wildlife reserve or indigenous re-
serve, where farming is banned; much of
that area was added recently. In Costa Rica
half the forests are similarly protected. In
India a third are managed jointly by local
groups and state governments. 

Top-down bans require more than just
writing a law. Brazil’s regime developed
over15 years and involved tightening up its

code on economic activity in forested ar-
eas, moratoriums on sales of food grown
on cleared land, a new land registry, with-
holding government-subsidised credit
from areas with the worst deforestation
and strengthening law enforcement
through the public prosecutor’s office. (The
most draconian restriction, requiring 80%
of any farm in the Amazon to be set aside
as a wildlife reserve, is rarely enforced.) 

Two developments make bans easier to
impose. Cheaper, more detailed satellite
imagery shows in real time where the vio-
lations are and who may be responsible.
Brazil put the data from its system online,
enabling green activists to help police the
frontier between forest and farmland. Its
moratoriums on soyabeans and beef from
the Amazon, which require tracing where
food is coming from, would not have
worked without satellites.

The technology has also boosted de-
mocratisation, the second requirement for
top-down bans to work. That soundscoun-
ter-intuitive: surely authoritarian regimes
are better at enforcing rules? Perhaps not.

Democratisation may help explain the
transition curve: authoritarian regimes
preside over deforestation while countries
are poor, but when opposition politicians,
non-governmental organisations and a
free press bring demands for accountabil-
ity to bear, the felling slows. 

Frances Seymour of the CGD says this
may be one reason why Brazil has quieted
the chainsaws and Indonesia has not: de-
mocracy in Brazil began earlier and has
gone further. Since Indonesia banned new
logging and plantation concessions in
primary forest in 2011, deforestation has ac-
tually risen. Land concessions continue to
be issued by the Forestry Ministry, rated
the most corruptamong20 government in-
stitutions by Indonesia’s Corruption Eradi-
cation Commission in 2012. Some within
government are hostile to anti-deforesta-
tion schemes, which they see as “foreign”,
says Ade Wahyudi of Katadata, an Indone-
sian firm of analysts. Perhaps the biggest
problem is the lackofa single, unified map
including all information on land tenure
and forest licensing: efforts to create one
have been slowed by unco-operative gov-
ernment ministries and difficulties created
by overlapping land claims.

But in the longer term, says Ms Sey-
mour, the link between democratisation
and slowing deforestation gives reason for
hope. In Brazil it was not until well after
military rule ended that the voices calling
for protection of the Amazon had grown
loud enough that the government had to
take heed. Luiz Inácio Lula da Silva, who
was elected president in 2002, in the coun-
try’s fourth election after the end of dicta-
torship, made anti-deforestation a priority.
Indonesia has justhad its second free presi-
dential election since the fall of Suharto
and politicians across the spectrum say il-
legal loggingmustbe eradicated (though so
did Suharto’s successor). 

Right for the wrong reasons
Brazilian officials now say that they are
reaching the limits of what top-down pro-
hibition can do. Despite the experience of
India, they want to shift to offering more
incentives to make it profitable to keep the
forests intact. Such policies, though, are an
uphill struggle.

The simplest is to boost the incomes of
forest dwellers, hoping they will look after
the trees better. But more money can also
mean more to spend on chainsaws. The
CGD study finds that though income sup-
port sometimes works, it is often insignifi-
cant and more often associated with cut-
ting down trees. The same is true of
improving land tenure, which can simply 

Green shoots

Sources: FAO; Nature Climate Change;
OECD; Science; The Royal Society;
Union of Concerned Scientists *Mainly Congo
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2 encourage people to sell what have just be-
come their trees to loggers.

Mexico and Costa Rica have pioneered
something different: “payment for eco-
system services”. This tries to alter the ba-
sic trade-offthat makes forests worth more
cutdown than standing. The idea is that us-
ers of clean water and other benefits from
the forest should pay for them, using mar-
kets in which they are buyers and the peo-
ple who lookafter the trees are sellers. 

The idea is sound. The problems are
practical. Governments have found it al-
most impossible to create markets for clean
water downstream from forests—let alone
for carbon emissions produced in, say, Chi-
na and absorbed by trees in the Amazon. 

Where the policy has worked, it has
been in a roundabout way. Mexico, which
has gone further in this direction than
most, kept up its payments for environ-
mental services though the markets that
were supposed to accompany them never
materialised. The result was an income-
support scheme: around $500m was
handed over to 6,000 forest organisations
in 2003-11, almost all by the federal govern-
ment. The beneficiaries ploughed cash
into looking after the forest, though they
were not obliged to do so. A study† by the
Union ofConcerned Scientists, an interna-
tional group, concludes that “the program-
me…reduced the rate of deforestation—
just not for contractual…reasons.”

There is one group for whom subsidies
and land-tenure improvements are an un-
qualified success: indigenous people.
Overwhelmingly, they respond to incen-
tives by protecting their land, presumably
forcultural reasons: the forest is their home
and they do not want to sell it, even if that
would be profitable. According to a new
study§ by WRI, deforestation in indige-
nous areas of Brazil without legal protec-
tions is about 12 times worse than in areas
with them. Worldwide, indigenous people
have legal rights in only about 5m sq km of
forest (an eighth of the total and less than
the area they live in), so expanding indige-
nous rights further could make a big differ-
ence to slowing deforestation. 

Light at the end of the clearing
Fifteen years ago, the conversion of forest
into farmland accounted for a quarter of
total greenhouse-gas emissions and the
rainforest was the symbol of worldwide
environmental degradation. Average sur-
face temperatures, ocean acidity, glacier
melt and carbon emissions are all higher
now than then. Yet deforestation now ac-
counts for only 12% of greenhouse gases.
True, too much forest is still being turned
into farms. True, too, regrown forests are
near-monoculturescompared with the vir-
gin canopy that once stood there. But in a
world where there is little good environ-
mental news, the state of tropical forests is
a precious exception. 7

CHINA is good at building defensive
walls. But the record of its most cele-

brated one is mixed. In 1211 Mongol armies
rode round the fortification in Zhangjia-
kou, the northern gateway to Beijing. To-
day the city lies on one of two routes that
bring another relentless foe to the capital:
sand. Blown from northern desertsand de-
graded drylands, it coats roads, clogs rail-
ways and desiccates pastures. According to
Greenpeace, just 2% ofChina’s original for-
ests are intact. Decades of rampant logging
and overgrazing have speeded the degra-
dation of its land and soil; over a quarter of
its territory is now covered in sand. 

Against this new foe, China is building
another Great Wall, this time a green one.
The Three North Shelterbelt Project is by
far the world’s largest tree-planting project.
Since 1978, 66 billion trees have been plant-
ed byChinese citizens. By the project’s end,
planned for 2050, it is intended to stretch
4,500km (2,800 miles) along the edges of
China’snorthern deserts, cover405m hect-
ares (42% of its territory) and increase the
world’s forest cover by more than a tenth. 

Tree cover in the Three North area has
increased from 5% to 12% since 1977. But crit-
ics say the figures, which are published by
the State Forestry Administration, which
also runs the project, define dryness, and a
healthy tree, rather loosely. And conditions
in many areas belie the trumpeted success-
es. Zhao Wenju, a farmer from Zhangjia
village, which is close to Beijing, says that a
well that required him to draw water up 9
metres a decade ago has sunk to 60 metres
below ground level. Hou Yuanzhao of the

Chinese Academy of Forestry worries that
dying poplars in this area, which is less dry
than many others covered by the project,
are the start ofa widespread withering. 

In contrast to successful attempts else-
where to halt deforestation or replace re-
cently felled trees, mostofChina’splanting
is on long-barren land. Much is of non-na-
tive pines and poplars, which are easy to
grow and produce wood that can quickly
be sold as paper pulp or planks. The result
is an “ecological mismatch”, says Jiang
Hong of the University ofHawaii. 

Just 15% of trees planted on China’s dry-
lands since 1949 survive today, estimates
Cao Shixiong of Beijing Forestry Universi-
ty. Many died of age, as those grown from
cuttings (as most are) only have a lifespan
of around four decades. But many were
simply unsuited to the soil. Monocultures
are prone to disease. In Ningxia, in north-
west China, a pest wiped out 1 billion pop-
lar trees in 2000—two decades of planting
efforts. In arid areas trees may even aggra-
vate desertification by depleting ground-
water and killing grasses that bind the soil.

Most of the mega-scheme’s critics think
that with the right plants and methods, it
could succeed. And in some places the gov-
ernment has begun to restore native spe-
cies: sea buckthorn, a shrub rooted out in
the 1980s as a plague, is being replanted in
dry regions. In 2012 the World Bank lent
China $80m to grow a mix of indigenous
shrubs and lay straw grids to stabilise sand
dunes in Ningxia over five years. 

But even as the sand is beaten back in
isolated pockets in wetter areas, it is mak-
ing advances in the wider war. In Minqin
in the north-west, where two huge deserts
are slowly meeting, the cost of tree-plant-
ing has risen more than tenfold since the
1980s, and trees are dying, or growing
stunted. Since 2003, 450,000 people in In-
ner Mongolia have been moved off land to
prevent it degrading further. It is perhaps
the clearest sign yet that the Great Green
Wall is failing to keep out the enemy. 7

Afforestation in China 

Great Green Wall

ZHANGJIA VILLAGE, HEBEI PROVINCE

Vast tree-planting in arid regions is
failing to halt the desert’s march

Thin green line
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IN 2001 MTN, a fledgling telecoms com-
pany from South Africa, paid $285m for

one of four mobile licences sold at auction
by the government of Nigeria. Observers
thought its board was bonkers. Nigeria had
spent most of the previous four decades
under military rule. The country was rich
in oil reserves but otherwise desperately
poor. Its infrastructure was crumbling. The
state phone company had taken a century
to amass a few hundred thousand custom-
ers from a population of 120m. The busi-
ness climate was scarcely stable. 

MTN took a punt anyway. The firm’s
boss called up colleagues from his old days
in pay-television and found they had 10m
Nigerian customers. He reasoned that if
they could afford pay-TV they could stump
up for a mobile phone. Within five years
MTN had 32m customers. The company
now operates across Africa and the Middle
East. But Nigeria was its making and re-
mains its biggest single source ofprofits. 

Tales of rich rewards have many firms
scrambling to invest in Nigeria. Africa con-
tains some of the world’s fastest-growing
economies. Nigeria is the largest. In April
its official GDP figures were revised up by
90% after hopelessly dated numbers were
rebased. Roughly one in five of Sub-Saha-
ran Africa’s 930m people lives there. Its
population is growing at a rate of 2-3% a
year (see charts on next page). Its people
are young, ambitious and increasingly
well educated. 

Nigeria is ranked 185th out of189 countries
for ease of getting electricity in the World
Bank’s “Doing Business” survey. Its power
stations generate just 4GW of electricity, a
tenth of the capacity in South Africa, the
continent’s second-largest economy,
which itself faces shortages. 

Cross-border trade has been growing
faster than GDP. Container traffic has risen
byan annual average of12% in recentyears,
says Toon Pierre of Maersk, a Danish ship-
ping company. The creaking transport in-
frastructure struggles to cope. Nigeria has
no deepwater port so can only accommo-
date vessels a quarter the size of the
world’s largest ships. The paperwork at
customs is voluminous. Shoprite, a super-
market chain based in South Africa, said
last year that it can take 117 days for stock to
reach stores in Nigeria. The time spent
waitingforclearance leavescornflakes tast-
ing ofdetergent. 

Things (sometimes) fall apart
Lagos’s two ports are close to the grid-
locked city centre. The congestion is as bad
inside the docks as around them. Sending
goods by road is perilous. The biggest
headache for Jumia, an online retailer, is
not that its delivery vans will be robbed,
but that they will be involved in an acci-
dent, says Jeremy Hodara, one of the firm’s
co-founders. Nigeria has one ofthe world’s
highest rates of road deaths. The govern-
ment only recently made lessons and tests
mandatory for new drivers. 

Few countries make it as difficult to reg-
ister property. Land is expensive and dis-
putes over title are common. Piecing to-
gether tracts that are big enough for
factories, warehouses or shopping malls is
tricky. It costs more than twice as much to
build a mall as in South Africa. Imports of
cement are banned to protect local manu-
facturers. Dangote Cement, the biggest 

Nigeria’s promise has made it a test-bed
for the Africa strategies ofconsumer-goods
firms. This is not only because of its size. It
is also because of the spread of Nigerian
culture—its music and movies—around Af-
rica, says Yaw Nsarkoh of Unilever. The
Anglo-Dutch company has been trading in
Nigeria for nearly a century and is expand-
ing its operations. Nestlé, a Swiss rival,
plans to triple sales over the next decade.
Procter & Gamble, another global consum-
er giant, has just completed a factory near
Lagos, its second in Nigeria. SABMiller, the
world’s second-largest beermaker, built a
state-of-the-art brewery in Onitsha, in the
Niger Delta, in 2012 and is already adding
capacity. 

Just as Nigeria is used as shorthand for
the business opportunity in Africa it is also
a summary of the continent’s shortcom-
ings. An outbreak of Ebola in Guinea has
spread to Lagos. Attacks by Boko Haram, a
fanatical Islamist group, are a chilling re-
minder that conflict is never far away in Af-
rica. Transport and power infrastructure is
poor. The rules of the game for business
can change quickly and for the worse.
Reaching a mass of consumers is no small
task because most shopping is done in
open markets or at roadside stalls. Yet a
growing band of global firms believes the
business opportunity in Nigeria will out-
weigh the risks. 

A shortage of electricity is one of the
worst problems. Power cuts are frequent.

Business in Nigeria 

Africa’s testing ground

LAGOS

To make it big in Africa, a business must succeed in Nigeria, the continent’s largest
market. No one said it would be easy
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2 producer, makes a whopping 62% margin
on sales in Nigeria. 

The high cost of construction and land
disputes have curbed the growth of formal
retailing. Grocery chains account for less
than 3% of retail sales. Shoprite reckons
there will be room for up to 800 of its
shops in Nigeria but as yet has only ten. No
chain has a nationwide presence. Lagos is
home to 20m people but can boast only
two world-class shopping malls: the
Palms, which opened in 2005, and Ikeja
Mall, in 2011. Typically 40% of mall tenants
are clothes retailers, says Michael Chu’di
Ejekam of Actis, the private-equity firm
that built them. A ban until 2010 on the im-
port of finished textiles (a clumsy attempt
to revive local industry) made developers
think twice. 

In such a fragmented market it is diffi-
cult to forecast sales. Transport bottlenecks
make supply erratic. So consumer busi-
nesses are obliged to keep plenty of stock
in reserve. Fresh bread is a draw to Sho-
prite’s stores, so it keeps a warehouse full
of flour to ensure a constant supply, says
Dianna Games of the South Africa-Nigeria
Chamber ofCommerce. Lean manufactur-
ing is a non-starter. PZ Cussons, the British
firm behind Imperial Leather soap, keeps
up to three months of stock at its factories
in Nigeria. In contrast the liquid-soap plant
near its Manchester headquarters carries
inputs to keep it going for just four hours,
plus a few lorry-loads offinished goods. 

Back to basics
Dispersed customers and inefficient sup-
ply chains increase the cost of doing busi-
ness. That gives rise to the basic challenge
for consumer-goods firms: how to sell to a
mostly poor population at prices that are
by necessity above global norms. 

“Youstartbyaskingwhatconsumers can
pay,” says Unilever’s MrNsarkoh. “You then
ask: ‘how can we supply at that price?’ ”
Manufacturers aim for price points of 10 or
20 naira (6 or12 cents) that are a gateway to
low-income shoppers. The trick is to find a
serving that is big enough not to be absurd
but small enough to make those prices
profitable: a 4g stockcube, say, or 26g ofde-

tergent, or13g of toothpaste.
Newer entrants are pushing prices

down. SABMiller’s Hero lager was
launched in 2012 for150 naira a bottle, com-
pared with 200 naira for Star, the market
leader and 250 naira for Guinness. It also
offers chibuku, an even cheaper brew de-
veloped in Zambia. UAC Foods, a local
firm, has not increased the price of its Gala
sausage rolls since 2006, says Robyn Col-
lins of Renaissance Capital, an investment
bank. The price of Nestlé’s Maggi stock
cubes is stuck at three for 10 naira. When
the cost of inputs rises, it is pack sizes that
usually adjust. 

A second big challenge is getting goods
to customers. “It is not just the poor roads
in remote areas; it is also the variety of lan-
guages,” says Kais Marzouki of Nestlé,
which delivers directly to shops in other
emergingmarketsbut in Nigeria opts to use
third-party distributors instead. PZ Cus-
sons has a network of 25 cash-and-carry
depots dotted around Nigeria. Traders
bring a lorry and stop off at separate ware-
houses to collect each category of goods.
Fierce competition among traders keeps
their markup as low as 1-2%, says Brandon
Leigh, PZ’s chieffinancial officer. 

Companies also use clusters of retailers
who act as wholesalers to get to their cus-
tomers. SABMiller’s brewery in Onitsha
sells some of its output through the local
beer market where small traders can buy
lager by the case. Many of the phones and
computers sold in West Africa pass
through a warren ofshops in Lagos known
as Computer Village. Every corner of the
district has been turned into an electronics
outlet. Some shops are so narrow that cus-
tomers have to walk in sideways.

One manufacturer chose to develop its
own sales channel. “With our own retail
chain we could be sure there would be an
outlet forourbrands,” says Pawan Sharma,
who runs the Nigerian consumer-goods
businesses of Tolaram, a Singaporean con-
glomerate. Its retail arm, called BestChoice,
first rents shops and then invites shop-
keepers to run them. It makes a profit on
the stock it bulk-buys from manufacturers
and sells at higher prices to its franchisees.

Three lessons emerge for outsiders do-
ing business in Nigeria. First, be even more
careful than usual about your choice of
partner. The biggest error a business can
make, says a senior executive at a big con-
sumer-goods firm, is to pick an incompe-
tent or dishonest distributor. Even arrange-
mentswith a sound local firm can fail if the
incentives are wrong. Nando’s, a South Af-
rican grilled-chicken chain, chose UAC Res-
taurants, part of a Nigerian conglomerate,
to run its franchise, even though UAC

owned a fast-growingrival chain, MrBiggs.
The idea of growing through acquisi-

tions needs to be treated with considerable
caution. SABMiller succeeded in other Af-
rican markets by buying cheap but broken-
down breweries and fixing them up. Its
purchase of a defunct Nigerian firm also
looked a sweet deal. But it soon faced
claims for back-pay and unpaid invoices.
Itsnext investmentwasa brand-newbrew-
ery. There are businesses in Nigeria with a
solid heritage but it is easy to overpay for
them. Tiger Brands, a South African food
company, recently wrote off $80m from
the value ofDangote Flour, a Nigerian firm
it had acquired just two years earlier. 

A second error is to assume that a mod-
el that works elsewhere will be successful
in Nigeria. Woolworths, a South African
clothing and food retailer, closed its three
shops in Nigeria after less than two years,
citing high rents and complex supply-
chains as reasons. These problems aside,
the firm made too little effort to promote its
brand or adapt its wares to local demand.
The retailer relied on the changing seasons
to boost turnover for clothes but Nigeria’s
clothing market had no such natural
churn. It is hot all year round. 

The third mistake is to run a Nigerian
business by remote control. Companies do
well by becoming Nigerian. Guinness,
brewed in Lagos since the 1960s, has been
adopted as a Nigerian brand (only Britain
drinks more of the stuff). Nestlé, Unilever
and PZ Cussons have been in Nigeria for
yonks and have strong local identities.
These businesses give power to local man-
agers so they can adapt to shifting condi-
tions, says Ms Games. The success ofShop-
rite in Nigeria is in part a result of constant
tweaks to its supply chain. 

Ifyou can make it there…
As understanding of the Nigerian market
improves and competition drives down
costs, the reach of big consumer-goods
brands is likely to increase. Most firms are
betting that their revenues will grow faster
than GDP. Nestlé’s aim to triple sales vol-
umes in ten years would require it to grow
byaround 11% a year. Betterbusinesscondi-
tions will help. The recent privatisation of
electricity generation and distribution
should bring more reliable power sup-
plies. Bottlenecks at ports may also ease.
There is a push to complete a deep-sea port 

Africa’s engine of growth

Sources: UN; IMF; Nigeria’s National Bureau of Statistics
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2 away from Lagos’s congested city centre by
2018 or 2019, says Mr Pierre ofMaersk. 

In some ways African markets can leap-
frog economies that developed earlier.
Thirteen years after MTN won its licence,
there are now around 115m mobile phones
in use in Nigeria. Access to the internet—
and thus to online retailers—is growing
rapidly. Jumia has found that each perso-
nal computerfrom which online orders are
made is linked to many account holders. It
implies that the firm’s potential market is
“not just someone with a PC but someone
who knows someone”, says Mr Hodara.
The pool of online shoppers will deepen
as smartphones become cheaper. 

Nigeria’s population is likely to over-
take America’s by 2045, according to pro-
jections by the United Nations. Some firms
are already preparing the ground. Unilever
is trying out a scheme it developed in India
to reach remote markets. It employs as lo-
cal agents women who understand the
area’s languages, customs and social net-

works. It is also working to bring more of
its suppliers into Nigeria to cut freight costs. 

The pace of formal retail development,
though slow, ispickingup, asmoneyfor Af-
rican malls floods into private-equity and
property funds. It is likely that in the next
two years at least 200,000 square metres
of retail space will be completed in Lagos,
Abuja and other Nigerian cities, says Leon-
ard Michau of Broll, a South African prop-
erty firm. That is the equivalent of ten
malls the size of Ikeja or the Palms. 

Yet such is the growth in consumer de-
mand that it is unlikely shop-building will
keep pace. So e-commerce is likely to grab a
bigger share ofsales in Nigeria than in rich-
er economies. Jumia is in eight African
markets, having recently expanded into
three new ones. It has been in Nigeria only
two years but the country is crucial to its
success because it provides the scale Jumia
needs. It is also the best testing ground for
new ventures, says Mr Hodara. “If it works
in Nigeria, you can do it anywhere.”7

IN RECENT weeks, Chinese authorities
appear to have been singling out foreign-

ers in bars around Beijing, harassing them
forallegedlybreaking the country’snarcot-
ics laws, conducting spot inspections of
their bodily fluids and reportedly busting
them without due process. This has made
foreign boozers, especially those who have
not dabbled in drugs, question the fairness
and transparency of law enforcement in
the country.

Bosses of big multinational companies
are feeling similarly outraged. In recent

weeks, the Chinese authorities have been
singling out foreign firms in various indus-
tries around the country, harassing them
for allegedly breaking the country’s anti-
trust laws, conducting spot inspections of
their hard drives and reportedly busting
them without due process. In a blunt note
of protest, the European Union Chamber
of Commerce in China recently asked
whether “foreign companies are being dis-
proportionately targeted.”

They are not, say Chinese officials.
“Everyone is equal before the law,” de-

clared Li Pumin, the secretary-general of
the National Development and Reform
Commission (NDRC), the most powerful
of three agencies involved in enforcing
antitrust laws in China. Foreign companies
are not reassured. Consider the automo-
bile industry.

Mr Li said that a group of ten Japanese
car-parts firms has been slapped with fines
totalling 1.24 billion yuan ($200m), the
largest antitrust penalty ever imposed in
China; no local firms were mentioned. A
couple of days before, it was revealed that
the NDRC had found Daimler, a German
carmaker, guilty of using its market power
to inflate the price of spare parts illegally.
This comes on the heels of raids on the of-
fices of foreign luxury carmakers. All have
local joint-ventures, but their domestic
partners seem not to have been harassed.
And carmakers are not the only targets. 

Foreign technology firms also com-
plain about their treatment. The State Ad-
ministration for Industry and Commerce
(SAIC), another agency looking after com-
petition law, recently raided the offices of
Microsoft. It is hard to see how the Ameri-
can software giant could abuse its market
powergiven that ithasso little: most copies
of its products in use in China are pirated.
The NDRC is also conducting a monopoly-
pricing probe of Qualcomm, an American
telecoms-equipment firm. Observers say
this is aimed at forcing the firm to reduce
the price of its technology, which is vital to
China’s rollout of4G mobile phones.

These investigations come after crack-
downs in 2013, which saw Chinese regula-
tors impose record fines of $242m for mar-
ket abuse. At the start of last year, the NDRC

fined foreign manufacturers of liquid-crys-
tal display panels. A few months later, the
agency noisily found half a dozen manu-
facturers of baby formula guilty of “resale-
price maintenance”; all but one were for-
eign. And the future may be more trou-
bling than the past. David Yang of IHS, a
consulting firm, warns foreign multina-
tionals that more investigations are com-
ing in the construction, telecoms, waste-
management and banking sectors.

There are several concerns arising from
China’s antitrust activism. The first and
most obvious one is that foreign firms look
as if they are being singled out. The picture
may be somewhat more complex, though.
The annual statistics disclosed by the anti-
trust agencies since 2008 (when China’s
anti-monopoly law came into force) are
opaque and incomplete. But they show
that the Chinese regulators have also tar-
geted domestic firms, ranging from drinks
manufacturers and gold retailers to salt
producers. 

How much weight to put on this is un-
clear. In contrast to the vociferous bashing
of foreigners, it appears that many local
cases have been settled quietly and with
no disclosure ofwrongdoing. On the other 

Trust-busting in China

Unequal before the law?

SHANGHAI

China’s antitrust crackdown turns ugly, with foreign carmakers at the forefront
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2 hand, regulators have been extremely re-
luctant to take on the biggest state-owned
enterprises. There was a surprising excep-
tion: the NDRC’s case against China Tele-
com and China Unicom forstitchingup the
broadband market, which officials often
point to as an example of their even-hand-
edness. Alas, whispers one lawyer, the
case has stalled as the agency “misjudged
its strength and was forced to back down
by higher-ups.” 

Anotherseriousconcern is thatChina is
undermining its monopoly laws, which
experts sayare good on paper, byenforcing
them in increasingly thuggish ways. Last
year, some three dozen lawyers for big for-
eign firms were gathered in a room by an
NDRC official and warned not to challenge
its inquiries or risk facing extreme penal-
ties. The American government took up
this matter directly with Chinese counter-
parts during its last high-level “strategic di-

alogue”, and won a publicpromise that the
targeted firms would have an “effective op-
portunity” to present evidence in their de-
fence. Alas, as the complaint by the EU

makes clear, the reality is that multination-
als are still facing“administrative intimida-
tion tactics” such as the browbeating of
firms not to seek outside legal advice or to
challenge investigations in court.

That is a pity, for one bright spot is the
progress being made by China’s courts in
theirhandlingofsuch matters. Though still
too rare, private antitrust cases are handled
by the same well-trained cadre of judges
that deals with intellectual-property
rights. A regional court handling the chal-
lenge of Tencent, a Chinese internet giant,
by Qihoo, a local rival, issued a thoughtful
and transparent ruling that could have
come from a Western court. In fact, says
David Evans, an economist at the Universi-
ty ofChicago, he has seen judges in Europe
with a weaker grasp of how markets work
than those he deals with in Chinese cases.

A final cause for concern is that the anti-
trust campaign confuses and conflates dif-
fering, and possibly conflicting, policy
goals. One troubling example is the Chi-
nese proclivity for “indigenous innova-
tion”. It is a strategy by which organs of the
state have tried coercing leading foreign
firms, by various means, to part with
world-class technologiesso that local firms
can copy, adopt or steal them. The crack-
down on technology firms appears driven
in part by this sort oftechno-nationalism, a
trend that has unfortunately been fuelled
by the local backlash to revelations of
American spying made by Edward Snow-
den, a contractor at the country’s National
Security Agency who leaked thousands of
secret documents.

In addition to antitrust, observes Ange-
la Zhang of King’s College London, the
NDRC has a long-standing mandate to con-
trol prices. This perhaps explains why it of-
ten forces firms to slash prices—as it did in
the Daimler case—as a remedy. Lower
prices can be good for consumers, but not
always—predatory pricing, for example,
harms low-cost entrants—and regulators
must consider long-term implications. The
obsession with price reductions can at
times get in the way of more appropriate
remedies, such as demanding changes to
supplier contracts and relationships.

China’santitrust regulatorsare growing
more confident and seem likely to issue
more rulings thatwill upset foreign firms. It
is wrong to claim that only foreigners are
being targeted. However, it is surely also
wrongto insist, as the NDRC’sMrLi did this
week, that everyone is treated equally in
law. The recent bludgeoning of foreign
firms in the cause of promoting competi-
tion, while egregious oligopolists like the
big state-controlled firms are spared, sug-
gests that in China some are more equal
than others. 7

Music and shopping

Beware of Beethoven

EVER since Muzakstarted serenading
patrons ofhotels and restaurants in

the 1930s, piped-in music has been part of
the consumer experience. Without the
throb ofa synthesiser or a guitar’s twang,
shoppers would sense something miss-
ing as they tried on jeans or filled up
trolleys. Specialists like Mood Media,
which bought Muzak in 2011, devise
audio programmes to influence the feel
ofshops and cater to customers’ tastes.
The idea is to entertain, and thereby
prolong the time shoppers spend in
stores, says Claude Nahon, the firm’s
international chief. Music by famous
artists works better than the generic stuff
that people associate with Muzak. The
embarrassing brand name was dropped
in 2013. 

Online shopping is an under-explored
area ofmerchandising musicology. A
new study commissioned by eBay, a
shopping website, aims to correct that.
Some 1,900 participants were asked to
simulate online shopping while listening
to different sounds. Some results were
unsurprising. The noise of roadworks
and crying babies soured shoppers’
views of the products on offer. Chirrup-
ing birds encouraged sales ofbarbecues
but not blenders or board games. 

Sounds associated with quality and
luxury seemed to be hazardous for shop-
pers’ wallets. The study found classical
music and restaurant buzz caused them
to overestimate the quality ofgoods on
offer and to pay more than they should.
That backs up earlier research which
found that shoppers exposed to classical
music in a wine store bought more ex-
pensive bottles than those hearing pop. 

EBay wants consumers to avoid such
unhealthy influences when shopping
online. It has blended birdsong, dreamy
music and the sound ofa rolling train—
thought to be pleasant but not overly
seductive—to help them buy more sen-
sibly. Retailers could presumably counter
by cranking up the Chopin. “Classical

music does seem to be the way to go” if
your only interest is the narrow one of
squeezing as much money as possible
from your clientele, says the study’s
author, PatrickFagan, a lecturer at Gold-
smiths, part of the University ofLondon.

Few traditional shops are likely to use
that tactic. H&M, a clothes retailer, airs
“trendy, up-tempo” music from new
artists, while Nespresso’s coffee bou-
tiques go for “lounge-y” sounds, says Mr
Nahon. Grocery stores, with a broad
following, play top 40 hits. The tempo
tends to be slower in the mornings, when
shoppers are sparser and older, and
becomes more allegro as the day goes on. 

Using the classics to set tills ringing
may not be an option, but audio archi-
tects are thinking up new tricks for bricks-
and-mortar stores. Mood Media is experi-
menting with an inaudible “digital tag”,
attached to in-store soundtracks, which
activates an app on shoppers’ phones.
The app can tempt them with discounts
or provide more information about
products. With luck, this will trigger more
sales than a blast ofBeethoven. 

What you hearaffects what you buyonline
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EVER since the inception of the corpora-
tion, the “principal-agent” problem has

bedevilled shareholders. The partnership
structure that prevails at consulting, ac-
counting and law firms is supposedly free
of the riskofexecutives acting in their own
interest at the owners’ expense. As the
businesses belong to the employees, the
incentives of managers and proprietors
should be aligned. But leaders there must
paygreaterheed to the viewsoftheir work-
er-shareholders than do corporate bosses,
who need only answer to boards selected
by proxy votes that are rarely contested,
and can simply issue orders to staff.

This distinction is never more apparent
than when the head of a partnership steps
down. They will be dusting off the ballot
boxes at Deloitte, the biggest of the “Big
Four” global accounting firms. On August
15th Joe Echevarria, the boss of the Ameri-
can arm, said he would be leaving the firm.
Rather than summon an executive-search
agency to do some discreet recruiting, De-
loitte will hold a leadership election.

The firm does not disclose the mechan-
ics of the process. But most partnerships
form a nomination committee on their ex-
ecutive boards to assess candidates on
both their visions for the firm and how
much support they command from peers.
After a series of informal consultations
with fellow partners, the committee deli-
cately advises likely losers to bow out
gracefully. If these “soundings” yield a
clear-cut heir apparent, the firm may pro-
ceed straight to a coronation vote where
the new leader is rubber-stamped.

If there are a few strong contenders, the
process starts to resemble a political cam-
paign. Candidates often write manifestos
outlining their plans, and occasionally ad-
dress the electorate at annual partners’
meetings. Behind the scenes, horse-trading
abounds, as the candidates promise juicy
posts to influential partners who can deliv-
er a blockof support from colleagues. Each
partner usually gets one vote, regardless of
their equity stake.

The race to succeed Mr Echevarria is
likely to be hotly contested. Under his
stewardship since 2011, Deloitte has grown
impressively. In the first two years of his
term, revenues at its American arm rose
from $11.9 billion to $13.9 billion. The other
members of the Big Four—EY, PwC and
KPMG—sold their consulting arms after the
Enron scandal and have since had to re-
build them from scratch. Deloitte stayed in

consulting and Mr Echevarria has pushed
that side of the business.

Since consulting’s profit margins are fat-
ter than for auditing, Mr Echevarria’s strat-
egy has surely inflated partners’ paypack-
ets. But it carries a greater riskof conflicts of
interest, given the temptation for account-
ing firms to cut their clients slack on audits
and compliance work in order to retain lu-
crative consulting business. On August
18th New York’s regulators fined PwC

$25m for watering down a report on sanc-
tions-busting transactions with Iran at a
Japanese bank; they punished Deloitte for
a similar violation last year. The leaders of
the Big Four have customarily come from
the auditingside. IfDeloitte’s partners vote
for a consultant, it will leave little doubt
that the firm’s roots in bean counting are
being left further behind.7

Governing partnerships 

Electing the boss

Deloitte prepares to vote fora newCEO

AT THE entrance to Hoeve Rosa farm, in
the southern Dutch province of Lim-

burg, a sign gives a warning that un-
manned machines might zoom past. This
farm is run by robots. They feed 180 cows,
monitor their health, clean their stables
and milk them whenever the cows choose.
Fons Kersten, who runs the place, just
needs to keep an eye on his phone. An app
alerts him ifa cow needs human attention.

After inheriting the farm, Mr Kersten in
2008 invested €500,000 ($730,000) in the

machines which enabled him to double
the number of cattle, increase the milk
yield per cow by10-15% and reduce wasted
feed. Technology-infused farmers like Mr
Kersten and his robots are changing agri-
culture in the Netherlands and the world. 

Land and labour are expensive in
northern Europe. To compete, Dutch scien-
tists, businesses and government have al-
ways worked closely to boost productivity
and develop high-value crops. As a result,
tomato seeds treated by Incotec, a Dutch
agribusiness, are worth—literally—twice
their weight in gold. Dutch cows now pro-
duce twice as much milk as they did in
1960. The result is that the value of the
country’s agricultural exports is second
only to America, a country 200 times the
size of the Netherlands. 

Now the Dutch are seeking to sell not
only their food but their expertise to for-
eign farmers concerned about limited re-
sources and quality control. Mr Kersten’s
robots were developed by Lely, a Dutch
firm that exports to 70 countries. In Febru-
ary Wageningen University, located in the
heart of the country’s “Food Valley”, rolled
out the red carpet to welcome China’s big-
gest dairy company, Yili. Plagued by infant-
food scandals, which have chased con-
sumers into the arms offoreign brands, the
company chose Wageningen as its Euro-
pean centre for research and development.

It is not only food safety that sells. Con-
sumers are becoming more concerned
about whether farmers are adopting good
environmental practices. Here, Dutch
farms have had a bad reputation. Aquarter
of the country lies below sea-level. Re-
claimed land was turned into monocul-
ture “polders” for grazing cattle. The Neth-
erlands has one of the lowest levels of
biodiversity in Europe, alongside coun-
tries like Malta, an island made up mostly
of rocks. A result of farms becoming larger
and more productive in the 1970s, without
tighter environmental rules, was degrada-
tion of the land. The grim practice of car-
petbombing flat fields with manure and
fertilizer contaminated fields and water. 

Much is changing, claims Albert-Jan
Maat, chair of the Dutch farmers associa-
tion. His members are now going all-out
for sustainable intensive agriculture. Un-
der pressure from government and con-
sumers, new technology and improved
farming techniques are cleaning up Dutch
farms. The newest stables are built so that
manure is instantly removed by under-
ground conveyor belts. At 14kg per animal,
annual emissions ofammonia—a measure
ofhoweffectively farmersdeal with excess
dung—are now second only to Denmark
and far better than the European Union av-
erage of25kg. 

The newest machines developed in
Dutch laboratories rely on hovering cam-
eras to tell them which tomato plants need
a dose of pesticides, reducing use by at

Farming in the Netherlands

Polder and wiser
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Dutch farmers add sustainability to
theirenviable productivity

How long until the robots arrive?
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2 least 85%. Some greenhouses have solar
panels and are energy producers rather
than consumers: carbon-dioxide emis-
sions have been cut by excellent insulation
which means excess heat can be recycled
and stored for winter by warming ground
water, or turned into power for neighbour-
ing houses; over 10% of electricity in the
Netherlands is produced in this way.

The world’s population will be almost
a third bigger in 2050. Estimates by the

United Nations’ Food and Agriculture Or-
ganisation showthatcarbon-dioxide emis-
sions from agriculture could increase by
another 30% by then. Traditional farming
methods, as practised in most ofthe world,
are both expensive and environmentally
damaging, says Harald von Witzke from
Humboldt University in Berlin. Sustain-
able and intensive food production, where
the Dutch are in the lead, he says, “is the
only way forward.” 7

AMERICAN exceptionalism takes many
forms. In the corporate world, one ex-

ample is particularly odd: companies
choose health insurance for their workers.
Almost all firms with over 200 employees
offer health coverage. Company-spon-
sored insurance is common for working-
age Americans. In no other big and rich
country is it the norm. But this form of pa-
ternalism is diminishing fast, accelerated
by Barack Obama’s health reform. The
changes have broad implications for work-
ers and the health industry.

Poll after poll shows that employers are
revising their health plans. On August 18th
the Federal Reserve Bank of New York re-
ported that more than half of employers
were changing insurance in response to
Obamacare. The particular reforms may
vary but the ailment they are all trying to
treat is widespread. 

During the second world war, health in-
surance was used to attract workers made
scarce as young men headed off to battle.
Tax policy locked in the practice. Cor-
porate health benefits are untaxed, so it is
cheaper forfirms to pad wage-packets with
benefits, rather than to pay more in cash.

This has side effects. Employers who
cover spiralling health costs balk at also
paying higher wages. Workers are prevent-
ed from choosing the right level of health
cover. And fear of losing cover may trap
them in jobs they want to leave. 

Recently firms have shifted more costs
on to employees and given them more
control over health spending. Obamacare
has speeded this up. The law seeks to ex-
tend company coverage: all firms with 50
or more workers must offer insurance or
pay a penalty. But the scheme’s new ex-
changes, where individuals can shop for
policies, mighteventuallyprovide an alter-
native to company coverage. Meanwhile,
companies are rejigging health plans as
theydeal with Obamacare’s requirements,

and prepare for a tax on lavish corporate
insurance that looms in 2018.

Employees are shelling out a little more
for a rising share of insurance premiums.
They paid 28% last year, compared with
26% a decade earlier, according to the Kai-
ser Family Foundation, a research organi-
sation. The insurance itself is also skimpi-
er. The share of covered workers with
deductibles of $1,000 reached 38% last
year, more than twice what it was in 2008.
Many workers grumble. Yet they also get
more control over spending, and new rea-
sons to shop around. Firmshave sprung up
to help them do that. Forexample, employ-
ers can hire Castlight, a firm based in Cali-
fornia, to present data on the cost and qual-
ity ofdifferent doctors. 

Some employers are going further, ask-
ing workers to shop not only for health
care, but for insurance. Workers can use

their firm’s money to choose among plans
from new private health exchanges. Wal-
greens, a pharmacy chain, gave 175,000 of
its staffa setamount to put towards the cost
of such coverage. Over 3m people have en-
rolled on private exchanges, triple the pre-
diction ofAccenture, a consulting firm.

Eventually companies might relinquish
their grip on health insurance completely.
Obamacare’s mandate that employers of-
fer coverage, already delayed, is increasing-
ly unpopular and might one day be
scrapped. Critics worry that it will distort
the labour market, dissuading firms from
hiring full-time workers. 

At the moment, though, there are three
good reasons why companies will keep
providing insurance. Tax laws will contin-
ue to make benefits cheaper than cash.
Generous insurance helps lure and retain
employees. And many companies still
want some control over their workers’
health. “We’re very paternalistic,” says
Tom Sondergeld, a manager in charge of
health care at Walgreens. “I don’t know
how you can impact the productivity of
your workforce if you’re not engaged in
their well-being.” 

Yet only a quarter offirms are confident
of offering insurance in ten years’ time, ac-
cording to Towers Watson, a consulting
firm. Target, a giant retailer, stopped insur-
ing its part-time workers in April. The firm
reckoned employees would be better off
seeking government subsidies on public
exchanges. Others may follow. Analysts at
S&P Capital IQ, a financial-research firm,
reckon that Obamacare may be the first
step in a shift away from company insur-
ance. The firm estimates that if all employ-
ers with at least 50 workers dropped cover-
age, they could save around $3.25 trillion
over ten years. In the end, such an excep-
tional sum may be hard to ignore.7
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FOR decades vocational education has suffered from the twin
curses of low status and limited innovation. Politicians have

equated highereducation with traditional universities of the sort
that they themselves attended. Parents have steered children
away from “shop class”. And vocational studies have been left to
languish: the detritus of an industrial era rather than the hand-
maiden ofa new economy.

A recent report from a management consultancy, McKinsey,
called “Education to Employment: Getting Europe’s Youth into
Work”, paints a dismal picture of the state of vocational educa-
tion. In four of the seven countries surveyed, more than half of
young people taking an academic course said they would have
preferred a vocational one. But they had been put off by disorga-
nisation and lack of prestige. Britain has more than 20,000 voca-
tional qualifications offered by 150 different bodies. In America
responsibility is scattered among government departments. 

The great exception to this has always been Germany, of
course. But now there are signs that other countries are trying to
turn a back road into an Autobahn. Politicians are banging the
drum for vocational education. Australia, for example, has
created a Workforce and Productivity Agency. Educational inno-
vators are flooding into the vocational market. 

There are good reasons why vocational education should be
gaining ground. The world is plagued by youth unemployment.
In the EU about a quarter of15- to 25-year-olds are jobless. The fig-
ure is lower in America (15%) but still remarkably high for a coun-
try that once prided itself on having full employment and a flex-
ible labour market. At the same time firms complain bitterly
about skills shortages: 27% of European employers surveyed by
McKinsey said they have left a vacancy open in the past year be-
cause they cannot find anyone with the right attributes; a third
said that lackofskills is causing big problems for their business. 

The university bubble is also beginning to burst. Democratis-
ing universities has proved an expensive and inefficient way of
providing mass higher education. Americans, who led the way,
have taken on more than $1 trillion in student debt. But a growing
number think that they got poor value for money—taught by PhD

students not professors, forced to subsidise expensive research
programmes and administrative cadres, and provided, at the end

of it all, with a college diploma that no longer automatically
brings a desirable job. 

Frustration with the statusquo is at last leading to a burstofin-
novation. The internet is well suited to vocational education: it
helps reduce costs while making it easier to earn a living while
doing some vocational training. Just as important is the birth of a
new concept ofwhat is being delivered. 

“Competency-based education” sounds tedious but reverses
most of the basic tenets of academic teaching. It tries to transmit
mastery of work-related skills (or “competences”) rather than
command of a particular academic discipline. It is designed for a
world of lifelong learning rather than the “three or four years and
you’re done” university system. Knowledge is broken up into
bite-sized “modules”. Students take these modules at their own
convenience—over months or years, in the evenings or by attend-
ingfull-time courses—and combine them in whateverwaymakes
the most sense for their careers. Evaluation is continuous as stu-
dents master different skills, rather than embodied in a single de-
gree certificate: your CV provides a constantly updated summary
of the skills that you have acquired. 

This mixture of new technology and different methods of
teaching is attracting a host of entrants, from universities looking
for customers to innovators hoping to create new businesses.
Southern New Hampshire University College of America paved
the way by offering competency-based degrees for $2,500 a year.
Other early adopters include the University of Wisconsin’s UW

Flex and Capella University’s FlexPath. Udacity, an online-edu-
cation firm, has teamed up with companies such as AT&T to pro-
vide “nano-degrees”: job-related qualifications that can be com-
pleted in six to 12 months for $200 a month. Dev Bootcamp offers
a nine-week course for code developers paid for partly by a suc-
cess fee. The firm charges employers foreach graduate hired, after
they complete 100 days on the job, and at the same time reim-
burses students a significant portion of their tuition fees. 

Vocation, vocation, vocation
In a new e-book Clayton Christensen, of Harvard Business
School, and Michelle Weise, of the Christensen Institute, argue
that this presages a revolution: students will be able to take
courses that provide them with essential skills quickly and
cheaply. The great disrupter of higher education will not be
MOOCs (massive online open courses), they insist: these mostly
focus on delivering standard academic education over the inter-
net and suffer from drop-out rates ofup to 95%. Rather, it will be a
new approach to learningwhich makes plenty ofuse of the inter-
net but ties education more closely to work. The emphasis on
competences rather than subjects will make vocational educa-
tion better suited to post-industrial economies. It will also chal-
lenge the dominance of universities as students realise that they
no longer have to amass huge debts in order to acquire market-
able skills. 

MrChristensen and Ms Weise may be going too farwhen they
claim that disruption will spread throughout the university sys-
tem. There will still be a place foracademic study and small class-
es. But vocational innovation will certainly produce a more dy-
namic educational marketplace—and one, moreover, that
provides an honoured position for vocational colleges, rather
than treating them as an embarrassing sideshow. 7
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ACITY worker looking for a quiet place
to nap nowadays could do worse than

head for his bank’s foreign-exchange (FX)
trading floor. Once noisy with activity as
gesticulating dealers moved around bil-
lions of dollars, euros and yen, it is more
likely now to be an oasis of calm. Bankers
are plain bored. “The FX market has been
exceptionally quiet,” moaned currency an-
alysts at Citigroup recently. “In fact, it’s
been so quiet that there was almost no
point in writing this report.”

The summertime torpor disguises exis-
tential angst. Regulators across the world
are probing the role of banks in currency

which make up over 90% of trading vol-
umes, have also pared back. Hedge funds
that wager on currencies have shrunk or
left the market in recent years. And banks,
whose traders sometimes also bet on mar-
ket moves, are no longer keen to do so. Ap-
petite for risk is non-existent: “This is not a
time to try something clever in FX,” says a
trading boss in London. 

Volatility will eventually come back—
British holidaygoers may have noticed the
value of the pound rising and falling this
week—as the world’sbiggest economies re-
cover and interest rates move around
more. But the tidy profits once made by
banks may not. Much ofthe market forma-
jor currency pairs, such as dollar-euro or
pound-yen, is now conducted electronical-
ly. Anyone wanting to exchange less than
$100m is unlikely even to speak to a hu-
man being these days. The spreads on
trades (the difference between the price at
which banks buy and sell currencies) have
become vanishingly thin. Even the profits
to be made on making markets in more ob-

trading, apparently convinced it is the lat-
est financial market to have been fiddled.
Around 30 bankstaff, includingmany trad-
ing-floor bosses, have been suspended or
fired. Hefty fines seem inevitable. Worse,
reforms may tear the heart out of the FX

market as it is presently constituted. Banks,
which make money by offering to buy or
sell currencies from or to their clients,
could go from being central actors to bit
players. The future of a business which
used to reap annual revenues of $20 bil-
lion is at stake.

Not that such bounty is attainable these
days anyway, given the placid state of the
market. Currency-trading volumes have
slumped. That is largely because the
world’s big central banks have replaced
yo-yo-ing interest rates—which in turn de-
termine the levelsoftheircurrency—with a
uniform near-zero level since the financial
crisis (see chart 1). The upshot is that float-
ing exchange rates have seldom been so
stable: volatility has plunged to its lowest
level in two decades (see chart 2). 

Asa result, once-keen usersofbanks’ FX

services have learned to do without them.
Multinationals that might once have tried
to hedge their foreign-currency exposures
nowopt to live with the risk, assuming that
exchange-rate movements will remain
within a limited range. Financial firms,

The foreign-exchange market
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2 scure emerging-market currencies, where
spreads were once wider, have evaporat-
ed. High-frequency traders are moving in,
too, hobbling banks.

But the big worry is what regulators are
likely to say and do. Although they have
yet to detail their case against banks, their
investigations are focusing on whether FX

traders bilked clients by fiddling widely-
used daily benchmarks. There is nothing
sophisticated about the alleged fraud: cli-
ents looking to buy or sell FX from bank
trading desks agreed to price currency
deals at the price prevailingat 4pm London
time, regardless of when the order was
placed. Bankers soon found they could
bend that price in their favour, and they
did. Worse, they appear to have colluded
in order to execute the scam. The tran-
scripts of online chat rooms they used,
dubbed “the Cartel” and “the Bandits’
Club”, are likely to amuse neither bank
compliance officers nor regulators.

Much of the errant behaviour hap-
pened after banks promised to clean up,
having been caught tampering with LI-

BOR, an interest rate used to peg contracts
worth trillions of dollars. Their most plau-
sible defence is that some watchdogsknew
about the way the market actually worked,

including the collusion. The Bank of Eng-
land, which oversees the world’s biggest
FX centre in London, has suspended an
employee.

The fines for the currency fiddle could
reach $26 billion globally, according to
KBW, a bank. Cheated clients might sue for
compensation, too. Many complain the
market is no longer fit for purpose. The
more powerful among them, including
giant institutional investors and asset
managers, might egg on regulators who
want to change the way currencies are
traded. The Financial Stability Board, a
committee of global supervisors, has float-
ed the idea of a “global utility” that would
match supply and demand of currencies.
Whatever that means—and few know for
sure—it sounds like a way of sidelining
bankers. More details are expected in time
for a meeting ofG20 leaders in November.

Banks think a “fine-tuning” of the FX

market and a stern reminder to traders not
to be crooked would suffice. Some are par-
ing back their currency activities, worried
about profits being squashed between
fixed costs and shrinking revenues—down
to $13 billion this year, thinks Morgan Stan-
ley, a bank. Those that remain may find it a
harder environment to thrive in. 7

Bank settlements

Goodbye to all that

BANK OF AMERICA’S shares fell a bit,
early on August 20th, before an unex-

pected bounce in the afternoon left them
up for the day. The jump would be of
little moment but for the event that pro-
voked it—a report that it was, as The

Economist went to press, on the verge of
agreeing to pay a staggering $17 billion to
resolve claims from the financial crisis
tied to the sale ofmortgage-backed secu-
rities that defaulted.

The penalty amounted to more than
10% of the company’s market capitalisa-
tion. It probably stemmed in large part
from actions taken by another firm,
Countrywide, a rival it tookover during
the financial crisis and whose business
was tied to the government-backed and
government-influenced housing-finance
agencies. The government eagerly
blessed the union, much as it had encour-
aged JPMorgan Chase to take over strug-
gling rivals which landed it, eventually,
with similarly whopping fines.

In theory, all this could have provoked
investor anger rather than joy. But in
reality, a deal has long been expected and
a pending resolution is a relief. The pros-
pect ofendless litigation and the dis-
traction and risks that came with it had

weighed heavily on the company’s oper-
ations and its share price.

And although the overall number is
huge by any measure, there were mitigat-
ing factors. The most important is a wide-
spread belief that the scope ofpayments
would be calibrated to avoid harming the
bank’s solvency, thus quashing the begin-
nings ofpanic. There was also optimism
that wrapped into the $17 billion price tag
was a form ofceasefire, covering not only
the issues linked to mortgage-backed
securities but others as well, known and
unknown, tied to the financial crisis.
And, either cynically or cleverly, many
suspected that the headline number
might be a touch misleading.

Buried in the terms will no doubt be
money set aside for politically favoured
causes, such as reducing mortgage pay-
ments for struggling homeowners and
other consumer relief. That, in theory,
would be advantageous in the bank’s
dealings with the vast regulatory struc-
ture overseeing finance. It might even
provide something ofa competitive
advantage. If true, at least some of what
appears to be a massive punitive pay-
ment should be considered not merely a
cost, but also an investment.

NEW YORK

BankofAmerica shells out to end litigation tied to the financial crisis

RECENT figures showing that the euro
zone’s recovery stalled in the second

quarter were dismal. But an overhaul of
European national accounts is due in Sep-
tember. This will not rewrite the narrative
ofa feeble and faltering recovery but it will
reveal that Europe’s economies are bigger
than previously reckoned. The revisions
will not be on the epic scale of the one in
Nigeria earlier this year, which almost dou-
bled its estimated output. But they will
raise GDP in Europe’s biggest economy,
Germany, by 3.3%, in line with the boost to
American GDP from a similar exercise a
year ago (see chart). 

European countries are adopting new
global standards forwhatcountsasoutput.
These replace rules dating back to 1995,
when the internet age had barely begun.
By far the biggest change in how output is
measured will come from reclassifying re-
search and development (R&D). By treating
it as an investment, rather than as if it is be-
ing consumed in the course of production,
it will add to GDP. 

In research-intensive Finland, one of a
handful of European states that have un-
veiled accounts conforming to the new
guidelines, reclassifying R&D has lifted the
level ofGDP in 2010 by 4%. Other countries
will get a smallerboost; forexample R&D is
reckoned to have raised GDP in France by
2.1% and in Germany by 2.3%. In southern
Europe, where R&D is especially low, the
new international standards may in total
raise GDP by only1-2%.

The European revisions will also recog-
nise in the national accounts that prostitu-
tion, drug-peddling and cigarette and alco-
hol smuggling are economic activities,
even if illegal ones. But the effect will be 
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2 modest, saving national blushes. In Ger-
many, where prostitution has been made
legal and is already included in GDP, the
lawbreakerswill add only0.1%. The impact
is higher in Britain and Ireland, where it
raises GDP by 0.7%. 

Yet another source of extra GDP will
come from incorporatingnewdata and im-
proved methods of compilation, which to-
gether would have boosted the estimates
even under the old guidelines. In France
this adds a handy 0.8%, out of an overall
upward shift of 3.2%. The impact is espe-
cially large—making up most of the total
rise of7.6%—in the Netherlands, which had
fallen behind in updating its accounts. 

The Dutch revamp has softened the set-
back to the economy in the first quarter of
2014. A fall in GDP of 1.4%, as unusually
mild weather depressed consumption and
output of natural gas, became a decline of
only 0.4% because the revisions have re-
duced the weight of this industry in GDP.
But in general the new figures will not ma-
terially alter the euro zone’s mediocre per-
formance because GDPwill also be revised
upwards for previous quarters and years. 

The recalculations still matter, because
GDP is a benchmark in European gover-
nance. In various guises it determines na-
tional contributions to the EU budget and
handouts to poorer regions. It also forms
the denominator for budgetary measures
such as debt and deficits. Already the high-
er levels of GDP are tending to flatter pub-
lic-debt burdens, reducing the French debt-
to-GDP ratio by 1.6 percentage points, for
instance. The process is not automatic. Ire-
land is now reportinga higherdebt-to-GDP

ratio for 2011 owing to an increase in debt
under the new rules that outweighed the
rise in GDP. But every little helps. 7

OVER the past 50 years, every forecast
ofhowlongpeople will live has fallen

short. Despite fears that obesity and global
warming would reverse the trend, life ex-
pectancy in rich countries has grown
steadily, by about 2.5 years a decade, or 15
minutes every hour (see chart on the next
page). That is good news for health-care
providers, cruise companies and (on the
whole) humanity. It ismostunwelcome for
those paying the bills to finance this ex-
tended lease on life.

Longevity risk, the chance that people
will live longer than expected, is poten-
tially very expensive. Never mind the dra-
matic impact of a cure for cancer: adding
an extra year to the average lifespan in-
creases the world’s pension bill by 4%, or
around $1 trillion, according to the IMF. 

Firms that have sold annuities are the
most obvious victims of living longer, as
they keep on writing cheques to oldies
they expected would have passed on by
now. But the most severe risk lies with de-
fined-benefit pension schemes, in which
participants are promised an annual pay-
ment (linked to their salary while in em-
ployment) throughout their retirement,
however long it may last. Globally private
defined-benefit schemes already have $23
trillion of liabilities—the amount they owe
current and future pensioners. Many are
grossly underfunded as it is.

Longevity risk

My money or your
life

Newfinancial instruments mayhelp to
make pension schemes safer

JUST as Poland’s economy and foreign-
policy clout have grown quietly but sig-
nificantly, so its banking system has be-

come one ofEurope’s little-known star per-
formers. Poland’s young, technophile and
internationalised elite have worked out
how to make money as bankers to conser-
vative and traditionally borrowing-shy
consumers. Fortuitously, the business
model they arrived at has kept them away
from the assets that fared worst during the
financial crisis. 

Zbigniew Jagiello, the boss of PKO BP,
the country’s biggest bank, gives most of
the praise to the wider economy and to

sensible public policy. Since his bank is
partly state-owned, he is being astute in of-
fering credit to his biggest shareholder. But
the state has also benefited from the
banks—directly in the form of steady divi-
dends from PKO BP, and indirectly from
not having to bail out ailing lenders on the
scale ofso manyotherEuropean countries.
“Happily, Poland was not the centre of the
financial world,” as Mr Jagiello delicately
puts it. 

Most of the rest of Poland’s banks are
owned by foreign parents: Bank Pekao is
majority-owned by Italy’s UniCredit; the
third-biggest, BankZachodni WBK, by San-
tander of Spain. Foreign ownership was
useful in the crisis, as banks provided li-
quidity to their small Polish subsidiaries.
The parents were well advised to help out;
in some cases, the Polish bankhasbeen the
most profitable bit of the group. 

For example in 2013 mBank was one of
the few star performers among the opera-
tionsofCommerzbank, a German group. It
was one of the first entrants into mobile
banking, winning plaudits for its digital ef-
forts. It announced its first billion-zloty
quarter of revenue on July 30th, with net
profits of 325m zloty ($107m), despite low
interest rates hobbling the entire sector.

Though boring in their investing and
lending, Poland’s banks are innovative in
service. Because the country built its bank-
ing system essentially from scratch, it was
never hampered by legacy practices such
as paper cheques. Poland is the European
leader in contactless payments. Alior, an-
other young bank (and one of the few
withouta majority foreign partner) has tar-
geted some of Poland’s rural “unbanked”
(30% or so of the population do not have a
bank account). Alior’s “Kill Bill” campaign
promised free and easy payment of utility
bills, and signed up manycustomers for ac-
counts and loans. Idea, a rival, asks poten-
tial small-business customers for the pass-
words to their existing online-banking
facilities; after a quick scan of their past
transactions it instantly makes a loan offer.

Factors beyond the control of bankers
also helped. Poles did not over-extend
themselveswith mortgages, asmanyother

Europeans had, and so took less of a shock
when the crisis hit. One problem was that,
like some other central and eastern Euro-
peans, many Poles tookout property loans
in Swiss francs and saw their payments
balloon as the zloty weakened against the
franc. But the regulators demanded stricter
credit criteria for such loans, limiting the
damage the (now-banned) practice did to
the economy. A sudden further weakening
of the zloty, or sharply higher interest rates
in Switzerland, are among the few poten-
tially big risks to the banking system, says
Pawel Uszko of SNL Financial, a business-
intelligence firm.

But SNL’s underlying numbers show
Poland’s banks in good shape. By interna-
tional standards, the loansextended to cus-
tomers are backed by plenty of equity,
meaning the banks have buffers to weath-
er a medium-sized storm. Their costs are
under control. And with a return on equity
of 10.9% in 2013, they compare favourably
with almost all neighbours, east or west. 7
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2 Such statisticsare enough to send a pen-
sion trustee to an early grave. Yet there is an
apparent cure, in the form of “longevity
swaps”, which pension schemescan use to
insure against the risk that their members
will live longer than expected. In July, the
pension scheme of BT, Britain’s former te-
lecoms monopoly, which is wrestling with
a deficit of £7 billion ($12 billion), offloaded
the longevity riskon over a quarter of its li-
abilities to Prudential Financial, an Ameri-
can insurer. BT will pay Prudential a
monthlyfee and it in turn will pay the extra
pension costs if the shuffleboarders in
question live longer than forecast. 

Such arrangements have become in-
creasingly common, with 2014 already set-
ting a record for liabilities offloaded in Brit-
ain, the centre of the market. BT’s deal,
which covered pension debt worth £16 bil-
lion, was the biggest yet. Most of the 20-
odd deals so far have been between big
pension schemes and insurers such as Pru-
dential and Swiss Re. The deals should
help them hedge a risk they already have
through their other businesses, which pay
out if clients die unexpectedly early.

But the potential liabilities that need to
be neutralised far exceed what insurers
mightwant to take on. So newinvestors are
being sought to take on risks associated
with ever-older clients through “longev-
ity” bonds, whereby outsiders take on the
unwanted risks. Bondholders get paid a
coupon, but start to lose money if life ex-
pectancy pushes beyond a pre-agreed rate. 

In 2012 Aegon, a Dutch insurer, passed
the longevity risk associated with €12 bil-
lion ($16 billion) of pension liabilities to in-
vestors looking for an asset that does not
move in tandem with wider financial mar-
kets. Chris Madsen, a managing director
there, hopes they will follow the trajectory
of “catastrophe bonds”, which pay out if
there are no hurricanes orearthquakes in a
defined period. These have recently be-
come popular with large investors looking
to diversify away from stocks and bonds.

But whereas protection against natural

catastrophes tends to be offered for a year
or two, longevity bonds are only useful
over longerperiods—enough time needs to
pass for past projections to have been
proved wrong. This does not suit the aver-
age investor, particularly in the absence of
a liquid secondary market. So far, only a
tiny fraction of the $23 trillion in liabilities
in private defined-benefit plans have been
protected. Whoever hits on the right for-
mula will do a brisk trade. 7

Who wants to live forever?

Sources: Stuart Basten, University of Oxford; ONS;
Government Actuary’s Department; World Bank
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ON THE drive from central Manila to
the city’s main airport, the Philippine

capital’s heavy traffic descends into full-
scale chaos. The culprit is not the usual
rash of breakdowns or sticky-fingered traf-
fic cops, but the construction ofa shiny ele-
vated four-lane expressway leading to a
new casino and resort. 

The Philippines is on an infrastructure
binge: 57 projects are in the pipeline
(though contracts have been awarded for
only seven) and next year’s budget allots
562.3 billion pesos ($12.8 billion), around
4% of GDP, to infrastructure, with a further
802.9 billion pesos planned for 2016. The
splurge is an attempt to maintain eco-
nomic growth fed in part by a recent surge
of foreign direct investment (FDI). Money
flowing into the country has tripled since
2010, when Benigno Aquino was elected
for a non-renewable six-year term as presi-
dent. But at1.4% ofnational income, FDI re-
mains low by regional standards; it is the
measure by which the Philippine econ-
omy has long been found wanting. 

Yet this may change. After years of put-
tering along as the tiger economies in the
region roared, the Philippines is finally
showing some growl of its own. Between
2008 and 2012, GDP grew by an average of
4.7%, rising to 7.2% in 2013—higher than any
East Asian country except China—despite
being hit by one of the most powerful ty-
phoons ever recorded.

The World Bank forecasts growth of
nearly 7% both this year and next. And in
May S&P, a rating agency, raised the mood
further by increasing the country’s long-
term credit rating to BBB, two notches
above the investment-grade baseline and
higher than India and Brazil. 

AgostBenard ofS&P says the newrating
is the result of stable politics and better go-
vernance. The days of popular oustings of
presidents—the last overthrow was in
2001—are distant. Revenue growth has ex-

ceeded GDP growth for the past three
years, thanks in large measure to Mr
Aquino’s reforms of the internal-revenue
service and the customs bureau. Invest-
ment and private consumption also post-
ed stronggains in 2013, both aided byremit-
tances from Filipinos working abroad.
These have risen steadily since 1998, and in
2013 topped $25 billion, equivalent to
around a tenth of GDP. An influx of tour-
ists, lured to scenic beaches and jungle
treks, has helped.

But concerns remain. Inflation hit a 33-
month high of 4.9% in July, prompting the
central bank to raise interest rates for the
first time in over three years. Corruption re-
mains endemic despite official campaigns
to stamp it out. The Philippines still falls in
the bottom half in the Corruption Percep-
tions Index kept by Transparency Interna-
tional, a lobby group. It does similarly bad-
ly in the World Bank’s “Doing Business”
table: starting a business in the Philippines
can leave entrepreneurs mummified in red
tape. Foreign investors are frustrated by
rules limiting them to 40% stakes in local
firms. Those who invest anyway fret about
the expensive electricity (when it is avail-
able) and poor infrastructure, notably the
creaking ports.

Jim Yong Kim, the president of the
World Bank, said the Philippines could be
“the next economic miracle in Asia”. It
would help ifgrowth were felt by the poor-
est residents; at the moment, poverty rates
remain stubbornly high. Much employ-
ment still happens in the informal sector.
Some wonder where the rapidly-expand-
ing labour force—a result of having a medi-
an age of just 22.3 years, five years lower
than its South-East Asian neighbours—will
find jobs. Ayouth bulge can be a great asset
for an economy. Without jobs, however, it
can turn into a liability very quickly.7
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DEFENDERS of globalisation often say that, whatever distress
it may cause for rich-world workers, it has been good for

poor countries. Between 1988 and 2008, global inequality, as
measured by the distribution of income between rich and poor
countries, hasnarrowed, according to the World Bank. Butwithin
each country, the story is less rosy: globalisation has resulted in
widening inequality in many poor places. 

This can be seen in the behaviour ofthe Gini index, a measure
of inequality. (If the index is one, a country’s entire income goes
to one person; if zero, the spoils are equally divided.) Sub-Saha-
ran Africa saw its Gini index rise by 9% between 1993 and 2008.
China’s soared by 34% over 20 years. In few places has it fallen. 

Economists are puzzled: the data contradict the predictions of
David Ricardo, one of the founding fathers of their discipline.
Countries, said Ricardo, export what they are relatively efficient
at producing. Take America and Bangladesh now. In America the
ratio of highly skilled to low-skilled workers is high. In Bangla-
desh it is low. So America focuses on products requiring highly
skilled labour, such as financial services and software. Bangla-
desh focuses on downmarket products such as garments.

Comparative advantage predicts that when a poor country
starts to trade globally, demand for low-skilled workers will rise
disproportionately. That, in turn, should boost their wages rela-
tive to those of higher-skilled locals, and so push down income
inequality within that country. The theory neatly explains the
impact of the first wave of globalisation. In the 18th century, Eu-
rope had a high ratio of low-skilled workers relative to America.
When Euro-American trade took off, European inequality duly
tumbled. In France in 1700 the average real incomesofthe top 10%
were 31 times higher than the bottom 40%. By 1900 (admittedly
after several revolutions and wars) they were 11 times larger. 

But growing inequality in developing countries leaves Ricar-
do’s disciples befuddled and suggests the theory needs updating.
Eric Maskin of Harvard University has attempted just this at the
Lindau Meeting on Economic Sciences, a get-together of econo-
mists in a Bavarian lakeside town featuring many Nobel laure-
ates. (Mr Maskin won his in 2007 for his work on the design of
market mechanisms, which economists use to improve regula-
tion schemes and voting systems.)

Mr Maskin’s theory relies on what he calls worker “match-
ing”. Unskilled workers can be more productive when matched
with skilled ones—that is, when they work together. Assigning a
manager to a group of workers can do more for total output than
just adding another worker. He places workers into four classes:
skilled workers in rich countries (A); low-skilled workers in rich
countries (B); high-skilled workers in poor countries (C); and low-
skilled workers in poor countries (D). Crucially, he thinks low-
skilled workers in rich countries (the Bs) are likely to be more pro-
ductive than high-skilled workers in poor ones (the Cs). 

Before the current wave of globalisation started in the 1980s,
skilled and unskilled workers in developing countries—the Cs
and Ds—worked together. Mr Maskin gives the example of a rural
Indian man, fluent in English, who helped local farmers under-
stand modern agricultural methods. Wage growth ofhigh-skilled
workers (Cs) was weak, because poor transport and communica-
tion links made it hard for them to work with skilled workers in
rich countries. But low-skilled workers (Ds) did well: their interac-
tions with the Cs boosted total output, which let them demand
higher wages, so pushing down inequality.

The latest bout of globalisation has jumbled the pairings:
high-skilled workers in poorcountries can now workmore easily
with low-skilled workers in rich ones, leaving their poor neigh-
bours in the lurch. Take “intermediate goods”, the semi-finished
products that account for about two-thirds of world trade. The
production processes outsourced by big companies in factories
or call-centres are by rich-world standards unskilled. But when
jobs are sent offshore, they are snapped up by C workers, the rela-
tivelyskilled ones. Accordingto research from Cornell University,
the typical call-centre employee in India has a bachelor’s degree. 

Globalisation in its latest guise means such workers come into
more regular contact with less-skilled people in the rich world.
The Anglophone Indian cited by MrMaskin may go to work in an
export factory where he meets tight deadlines laid down by its
American owners. The Cs work with Bs and end up being more
productive. The Ds are left by the wayside. 

D-graded workforce
The result of booming trade in intermediate goods is higher de-
mand and productivity for skilled poor-country workers. Higher
wages ensue: multinationals in developing countries pay manu-
facturing wages above the norm for the country. One study
showed that in Mexico export-oriented firms pay wages 60%
higher than non-exporting ones. Another found that foreign-
owned plants in Indonesia paid white-collar workers 70% more
than locally owned firms. 

Globalisation, though, does not boost wages for all. The least
skilled cannot “match” with skilled workers in rich countries;
worse, they have lost access to skilled workers in their own econ-
omies. The result is growing income inequality. 

Mr Maskin’s approach is not entirely satisfying. He does not
offer data to backup his theory (such is the privilege of the Nobel
laureate). “We need micro-data on matches between firms in de-
veloping countries to examine whether skilled workers benefit
through the mechanism Mr Maskin suggests,” says Pinelopi
GoldbergofYale University. But ifhe is right, he poses a challenge
to globalisation’s advocates: figuring out how to reap its rewards
without leaving the least-skilled in poor countries behind. 7
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OVER the past few years one of the big-
gest questions in climate science has

been why, since the turn of the century, av-
erage surface-air temperatures on Earth
have not risen, even though the concentra-
tion in the atmosphere of heat-trapping
carbon dioxide has continued to go up.
This “pause” in global warming has been
seized on by those sceptical that humanity
needs to act to curb greenhouse-gas emis-
sions or even (in the case of some extreme
sceptics) who think that man-made global
warming itself is a fantasy. People with a
grasp of the law of conservation of energy
are, however, sceptical in their turn of
these positions and doubt that the pause is

where exactly in the sea the missing heat is
lurking. As the left-hand chart below
shows, over the past decade and a bit the
ocean depths have been warming faster
than the surface. This period corresponds
perfectly with the pause, and contrasts
with the last two decades of the 20th cen-
tury, when the surface was warming faster
than the deep. The authors calculate that,
between 1999 and 2012, 69 zettajoules of
heat (that is, 69 x 1021 joules—a huge
amount of energy) have been sequestered
in the oceans between 300 metres and
1,500 metres down. If it had not been so se-
questered, they think, there would have
been no pause in warming at the surface.

Hidden depths
The two researchers draw this conclusion
from observations collected by 3,000
floats launched by Argo, an international
scientific collaboration. These measure the
temperature and salinity of the top 2,000
metres of the world’s oceans. In general,
their readings match the models’ predic-
tions. But one of the specifics is weird.

such good news. Theywould ratherunder-
stand where the missing heat has gone,
and why—and thus whether the pause can
be expected to continue.

The most likely explanation is that it is
hiding in the oceans, which store nine
timesasmuch ofthe sun’sheatasdo the at-
mosphere and land combined. But until
this week, descriptions of how the sea
might do this have largely come from com-
puter models. Now, thanks to a study pub-
lished in Science by Chen Xianyao of the
Ocean University of China, Qingdao, and
Ka-Kit Tung of the University of Washing-
ton, Seattle, there are data.

Dr Chen and Dr Tung have shown

Oceans and the climate 

Davy Jones’s heat locker

The mysteryofthe pause in global warming mayhave been solved. The answer
seems to lie at the bottom of the sea
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2 Most workers in the field have assumed
the PacificOcean would be the biggest heat
sink, since it is the largest body of water. A
study published in Nature in 2013 by Yu Ko-
saka and Shang-Ping Xie of the Scripps In-
stitution of Oceanography, in San Diego,
argued that cooling in the eastern Pacific
explained most of the difference between
actual temperatures and models of the cli-
mate that predict continuous warming. Dr
Chen’s and Dr Tung’s research, though,
suggests it is the Atlantic (see middle chart)
and the Southern Ocean that are doing the
sequestering. The Pacific (right-hand
chart), and also the Indian Ocean, contrib-
ute nothing thisway—forsurface and deep-
water temperatures in both have risen in
parallel since 1999. 

This has an intriguing implication. Be-
cause the Pacific has previously been
thought of as the world’s main heat sink,
fluctuations affecting it are considered
among the most important influences
upon the climate. During episodes called
El Niño, for example, warm water from its
west sloshes eastward over the cooler sur-
face layer there, warming the atmosphere.
Kevin Trenberth of America’s National
Centre for Atmospheric Research has sug-

gested that a strong Niño could produce a
jump in surface-air temperatures and her-
ald the end of the pause. Earlier this sum-
mer, a strong Niño was indeed forecast,
though the chances of this happening
seem to have receded recently.

But if Dr Chen and Dr Tung are right,
then the fluctuations in the Atlantic maybe
more important. In this ocean, saltier trop-
ical water tends to move towards the poles
(surface water at the tropics is especially
saline because of greater evaporation). As
it travels it cools and sinks, carrying its heat
into the depths—but not before melting po-
lar ice, which makes the surface water less
dense, fresh water being lighter than brine.
This fresher water has the effect of slowing
the poleward movement of tropical water,
moderating heat sequestration. It is not
clear precisely how this mechanism is
changing so as to send heat farther into the
depths. But changing it presumably is.

Understanding that variation is the
next task. The process of sequestration
must reverse itselfat some point, since oth-
erwise the ocean depths would end up
hotter than the surface—an unsustainable
outcome. And when it does, global warm-
ing will resume.7

WITH some pride, the FBI trumpeted
the news last month that thanks to

the agency’s facial-recognition system Neil
Stammer, wanted for sexual assault and
kidnapping, had been apprehended in Ne-
pal after being on the run for 14 years. The
truth was slightly more prosaic. A State De-
partment official had used the FBI’s “Want-
ed” posters in a test for passport fraud. The
system then matched Mr Stammer’s face
with an American calling himself Kevin
Hodges who regularly visited the US em-
bassy in Kathmandu to renew his visa.
Still, Mr Stammer’s arrest illuminates the
growing importance of facial-recognition
technology.

The two main techniquesused to recog-
nise faces electronically are principal-com-
ponent analysis (PCA) and linear-discrimi-
nant analysis (LDA). Both compare a
picture of someone’s phizog with a refer-
ence image taken in a controlled environ-
ment. Passport photos and mugshots,
then, are about as ideal as it gets. 

BasicPCA and LDA are good forskin col-
our, hair colour and the like. Advanced sys-
tems, such as that used with British bio-
metric passports, may lookat cheekbones,

the bridge of the nose, jaw lines and eyes. 
All of which is fine when someone is

sitting or standing in front of a camera, but
is less useful in the world beyond the stu-
dio. That requires a technique called Elas-
tic Bunch Graph Matching (EBGM), which
tries to create a three-dimensional (3D)
model from two-dimensional images. This

model can, thereafter, be used to match
any subsequent image, or part thereof. 

EBGM considers the head as a union of
two ellipsoids: one whose main axis is ver-
tical, and runs from forehead to chin; the
other whose main axis is horizontal, and
runs from tip of the nose to the back of the
cranium. This basic scheme is overlaid
with “fiducial” pointswhich actasanchors
for the modelling. These can be as few as
halfa dozen (the pupils of the eyes, the cor-
ners of the mouth, and so on), or as many,
in one system, as 40,000.

EBGM allows the construction of a
three-dimensional representation of a face
from poorly lit images taken at odd angles,
such as a closed-circuit television camera
might provide. Once it recognises enough
fiducial points it can work out what aspect
of a face it is viewing. It then extrapolates
the expected positions of other fiducial
points. As more data come in from the
camera, the model’s shape is updated. Giv-
en enough horsepower, says a British offi-
cial, such a system can build a model from
as few as 80 pixels located between a sub-
ject’s eyes—and only two images are need-
ed for a 3D reconstruction. 

Governments are not the only ones in-
terested. Earlier thisyear, Facebook’sDeep-
Face system wasasked whether thousands
ofpairsofphotoswere ofthe same person.
It answered correctly 97.25% of the time, a
shade behind humans at 97.53%. Although
DeepFace is only a research project, and is
aided by the fact that many Facebook pho-
tos are tagged with the names of people in
the images, which lets the system learn
those faces in different poses and lighting
conditions, it is still an impressive feat. 

As DeepFace shows, access to an accu-
rate gallery of images is crucial. Passport
photos, or those on national identity cards,
can act as such galleries, as they can be ren-
dered by EBGM into usable 3D models.
Add in the increasing ubiquity of closed-
circuit television, and the idea that anyone
will be able hide for long in Nepal, or any-
where else, looks quaint.7
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Disease transmission

Seals of doom

WHEN a few intrepid humans
crossed the Bering land bridge from

the Old World to the New, to populate the
Americas12,000 years ago, they left
many things behind. Among them were
several diseases—including smallpox,
malaria and tuberculosis—that remained
unknown to their descendants until a
larger human influx began to arrive in
1492. Or rather, in the case of tuberculosis,
remained almost unknown. For a few
pre-Columbian skeletons bear unmistak-
able signs of the infection, creating a
mystery that has puzzled anthropologists
for decades.

Anne Stone ofArizona State Univer-
sity and Johannes Krause of the Universi-
ty ofTübingen now think, as they report
in Nature, that they have solved this
mystery. In doing so they have added a
new example to the list ofhuman in-
fections which come from wild ani-
mals—as Ebola fever, now in the news,
came from bats and HIV came from
chimpanzees. For New World tuberculo-
sis, they suggest, came from seals.

Dr Stone and Dr Krause looked for
bacterial DNA in the remains of68 South
Americans who died before Europeans
started arriving on the continent and
whose skeletons showed evidence of
tuberculosis infection. They found it
preserved in three of them—all recovered
from the same valley in Peru. Radiocar-
bon dating of these skeletons suggested
that their owners had perished between
1028 and 1280.

One hypothesis about the origin of
New World tuberculosis is that the first
Americans actually did bring a version of
the disease with them, but that the strain
was so mild it was later swamped by the
virulent form endemic in Europe. Dr
Stone and Dr Krause quickly knocked
that idea on the head. Their samples bear
little resemblance to other human
strains. They do, however, have 76 muta-
tions which match ones found in a form
of tuberculosis that infects seals and sea
lions. This dovetails nicely with the

observation that most of the evidence for
tuberculosis in the pre-Columbian Amer-
icas seems, like these three skeletons, to
come from the coasts ofPeru and north-
ern Chile, where seals are abundant and
were hunted by the locals.

Where the seals themselves picked up
tuberculosis remains to be determined.
Their strain resembles one found in mice,
and direct cross-infection between land-
lubbing rodents and aquatic pinnipeds
seems implausible. But not, perhaps,
impossible. Seals do suffer badly from
another species-jumping terrestrial
infection: canine distemper. Truly, the
byways ofdisease are convoluted.

Tuberculosis was first carried to America bypinnipeds

Mass consumption?

“POVERTY”, wrote Aristotle, “is the
parent of crime.” But was he right?

Certainly, poverty and crime are associ-
ated. And the idea that a lack of income
might drive someone to misdeeds sounds
plausible. But research by Amir Sariaslan
of the Karolinska Institute, in Stockholm,
and his colleagues, just published in the
British Journal of Psychiatry, casts doubt on
the chain of causation—at least as far as
violent crime and the misuse of drugs are
concerned.

Using the rich troves of personal data
which Scandinavian governments collect
about their citizens, Mr Sariaslan and his
team were able to study more than half a
million children born in Sweden between
1989 and 1993. The records they consulted
contained information about these peo-
ple’seducational attainments, annual fam-
ily incomes and criminal convictions.
They also enabled the researchers to iden-
tify everybody’s siblings.

In Sweden the age ofcriminal responsi-
bility is 15, so Mr Sariaslan tracked his sub-
jects from the dates of their 15th birthdays
onwards, for an average of three-and-a-
half years. He found, to no one’s surprise,
that teenagers who had grown up in fam-
ilies whose earnings were among the bot-
tom fifth were seven times more likely to
be convicted of violent crimes, and twice
as likely to be convicted of drug offences,
as those whose family incomes were in the
top fifth.

What did surprise him was that when
he looked at families which had started
poor and got richer, the younger children—
those born into relative affluence—were
just as likely to misbehave when they were
teenagers as their elder siblings had been.
Family income was not, per se, the deter-
mining factor.

That suggests two, not mutually exclu-
sive, possibilities. One is that a family’s cul-
ture, once established, is “sticky”—that you
can, to put it crudely, take the kid out of the
neighbourhood, but not the neighbour-
hood out of the kid. Given, for example,
children’s propensity to emulate elder sib-
lings whom they admire, that sounds per-
fectly plausible. The other possibility is
that genes which predispose to criminal
behaviour (several studies suggest such
genes exist) are more common at the bot-
tom of society than at the top, perhaps be-
cause the lack of impulse-control they en-
gender also tends to reduce someone’s
earning capacity.

Neither of these conclusions is likely to
be welcome to social reformers. The first
suggests that merely topping up people’s
incomes, though itmaywell be a good idea
for other reasons, will not by itself address
questions of bad behaviour. The second
raises the possibility that the problem of
intergenerational poverty may be self-re-
inforcing, particularly in rich countries like
Sweden where the winnowing effects of

education and the need for high levels of
skill in many jobs will favour those who
can control their behaviour, and not those
who relyon too manychemical crutches to
get them through the day. 

This is only one study, of course. Such
conclusions will need to be tested by oth-
ers. But if they are confirmed, the fact that
they are uncomfortable will be no excuse
for ignoring them.7
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“NI HAO” and “chi ku” maybe the two
commonest phrases in this riveting

worm’s-eye account of the Chinese in Afri-
ca. They mean, respectively, “hello” and
“eat bitter”. The first is relentlessly used by
Howard French, a veteran American re-
porter with a Ghanaian wife who has
been based in both Africa and China for
the New York Times and speaks Chinese,
enabling him to converse with an array of
Chinese people in Africa, from rugged
bricklayers in Zambia and brothel mad-
ams in Liberia, to engineers in Mali and
farmers in Mozambique. The second
phrase is used by many of Africa’s new
Chinese diaspora to denote their ability to
live rough in remote and inhospitable
places and to workstaggeringly hard, qual-
ities that the continent’s previous roaming
visitors, principally from Britain, France
and America, seem to have lost, at least in
Chinese and African eyes.

The numbers are hard to pin down. Mr
French reckons that the million cited in his
book’s title maybe an underestimate. Most
of them, he says, came to work on big pro-
jects, then stayed on as adventurous entre-
preneurs on their own or in family groups.
Chinese companies bring far more of their
own people to work in menial jobs than
Western companies would ever do. Mr
French says that in 2011China’s parliament
debated a proposal, admittedly fanciful, to
deploy as many as 100m people in Africa.
The rumour circulating widely in Africa

deed, manyofthe Chinese in Africa excori-
ate the Communist Party back home and
have dared to start new lives far away pre-
cisely to breathe fresher air—much as pio-
neers from Europe did when heading to
the new world or to the dark continent.
Many cite the Chinese ruling party’s cor-
ruption as a spur for seeking a freer climate
elsewhere and even say that Africa is a lot
less corrupt by comparison.

At the same time, many Chinese in Afri-
ca have intenselynationalist feelings, often
expressed in crudely racist terms. They
tend to stick together, perhaps even more
tightly than other incomers in the past.
They are wary of joint enterprises with Af-
ricans, except at the highest level, where
presidents and generals come into play. 

Africans are routinely derided by the
ordinary Chinese, in virtually every coun-
try Mr French visits, as lazy and incompe-
tent; “90% of Africans are thieves,” says a
leading entrepreneur in Namibia. In Libe-
ria a Chinese hotelier explains that his
compatriots generally bring their own
towels for fear of using one previously
used by “hei ren” (“black people”) as they
are lumpenly known.

Far from embracing Chinese values,
many Africans have become wary of
them. In Guinea, writes Mr French, “there
was mounting resentment over the way
China was seen to be…despoiling the 
environment, dispossessing powerless
landholders or flouting local laws, fuelling
corruption, and, most of all, empowering
awful governments.” The dumping of
cheap and shoddy goods is another source
of complaint, and poor safety standards at
workyet another. In Namibia, a local activ-
ist says Chinese businessmen often pay
their labour a third of the official rate. Ille-
gal fishing, ivory-smugglingand logging by
Chinese operators are rife. African worries
about such activities and behaviour are 

that many of the more roughneck types of
Chinese incomer are prison labourers is,
he says, entirely baseless.

The trade and investment figures are
hard to verify, too. According to one source
used by Mr French, “China’s Export-
Import Bank extended $62.7 billion in
loans to African countries between 2001-
2010, or $12.5 billion more than the World
Bank.” Other figures go even higher. What
is clear, at any rate, is that Chinese people
and money have flooded into Africa in the
past decade, chiefly to buy raw materials to
fuel China’s roaring economy. 

What is tantalisingly unclear is whether
the Chinese economic onslaught is the re-
sult of a methodical policy fashioned in
Beijing as part of an imperialist venture to
promote “Chinese values” and dominate
the continent as Europeans did a century
ago, or whether it has become a self-gener-
ating process fired up by individual Chi-
nese who are simply keen to enrich them-
selves without the slightest intention of
kowtowing to the authorities backhome.

The conversations recorded by Mr
French in a dozen of sub-Saharan Africa’s
48 countries leave an impression that
strongly supports the second thesis. In-

China in Africa

Empire of the sums

The mass immigration ofChinese people into Africa is almost entirelydriven by
moneyrather than ideology
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gaining ground across the continent.
Some African leaders, by contrast,

plainly like the Chinese approach to gov-
ernment and big business, which puts hu-
man rights and transparency totally to one
side, while ritually uttering the official
mantra of “win-win”: Africans and Chi-
nese benefit equally. The presidents of An-
gola and Zimbabwe are notorious exam-
ples, but others abound. Moreover, if
Western donors or investors try to lay
down conditions on such matters, African
leaders have become adept at threatening
to “go east”. As a massive transactional
process, China’s entry into Africa has been
a dramatic success, and many of those
roads and bridges are useful. But as an
ideological and cultural undertaking, Mr
French’smasterlyaccount suggests that it is
getting nowhere. 7

Vittore Carpaccio

Venetian love affair

TO FOODIES, carpaccio conjures up
an image of thin slices of raw beef. Jan

Morris is more enthralled by the painter
after whom the dish was named in Ven-
ice in 1970 (its colour brought to mind his
red pigments). Vittore Carpaccio had
worked in the city over 450 years earlier.
His paintings captivate Ms Morris,
though she freely admits that this predi-
lection is mainly confined to people who
have been able to see them in Venice. The
experience, she says, is like reading a
lively travel writer. Since she herself has
been just such a writer for 50 years, she is
the perfect companion for readers of this
short, copiously illustrated panegyric.

Her favourite Carpaccio hangs in the
Scuola di San Giorgio degli Schiavoni, a
guild house near St Mark’s Square. The
painting (pictured) shows St Jerome, the
scholar-saint, in his study surrounded by
domestic bric-a-brac. A small dog sits on
its hind legs; she imagines it is wagging its

tail and dying to go out for a walk. 
Carpaccio delighted in painting ani-

mals and birds. His paintings teem with
them, set amid striking architectural
scenery that reflects the Venetian style of
the time. Ms Morris entertains the conceit
that the artist’s spirit speaks to her
through the small bird that she sees in a
painting titled “Portrait ofa Young
Knight”. She returns the greeting with a
gentle “Ciao, Carpaccio”.

Carpaccio was a masterly draughts-
man and his paintings tell uncomplicat-
ed stories, some entertaining, some
charming. But he can also be ghoulish,
littering the earth with torn body parts.
Ms Morris notes that he has never been
accepted into the higher pantheon of art,
nor would she promote him to that rank.
For her, Carpaccio was a simple genius
who lacked the finesse ofcontemporar-
ies such as Titian and Giorgione. 

Ms Morris does not pretend that this
book is anything other than a self-in-
dulgent caprice, but it is both enjoyable
and instructive. Her publisher says it will
be her last. If that really is the case, then
“Ciao, Jan!”, and many thanks. 

Ciao, Carpaccio! An Infatuation. By Jan
Morris. 160 pages; to be published in Britain
by Pallas Athene in October, £12.95, and in
America by Liveright in November, $19.95

Dog and dogmatist

THE 20m tourists who visit Venice each
year come to see a heritage site, possi-

bly the best one in the world. For most of
them, Venice’s history ended in 1797 when
Napoleon conquered the Serene Republic.
This isa matterofregret forR.J.B. Bosworth,
an Oxford don, who contends that those
visitors jostlingforglimpsesofthe city’sart
and architecture are wrong to ignore its re-
cent past. His book concentrates on Venice
under Italian rule, which began in 1866
after 69 years of French and Austrian occu-
pation. It is a melancholy story. 

Venice sacrificed its identity to Napo-
leon—the city’s council voted for its own
termination—and since then it has strug-
gled to find another. Venetians have not
been able to resolve a conflict that began in
earnest just over 100 years ago, between
modernity and the demands of the city’s
principal source of revenue. Modernists
were keen to develop a great industrial
centre across the lagoon. Preservationists,
encouraged by art historians and visitors
in love with the idea ofa city whose streets
are canals, preached a rigorous policy of
no change: “com’era e dov’era” (“howitwas
and where it was”). 

The conflict is ongoing. Only recently
the tourist trade vigorouslyopposed a plan
to ban huge cruise ships passing through
the Giudecca Canal to dump 35,000 visi-
tors a day in the historical centre. Conser-
vationists argue that the flood of people is
no less dangerous to the fabric of the city
than the high tides.

The two most prominent characters in
Mr Bosworth’s book were both unrepen-
tant fascists. Gabriele D’Annunzio, a
priapic, drug-addicted poet, war hero, mil-
itaryadventurerand man about town, was
a mesmeric figure who encouraged trium-
phalism in Italy’s nationalist right-wingers.
They were already calling him “duce” in
1920, before Benito Mussolini, but he did
not have the staying power required to

forge a political movement.
Giuseppe Volpi, whom Mussolini

called Venice’s new doge, was more influ-
ential between the two world wars. An in-
dustrialist who made a fortune out of both
electricity supply and tourism, Volpi was a
powerful member of Mussolini’s cabinet.
His ambition was to transform Venice. He
wanted the city to become a world leader
in commerce and industry and be known 

Venetian history

Travails of a
modern city

Italian Venice: A History. By R.J.B.
Bosworth. Yale University Press; 352 pages;
$40 and £25
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2 as “Venezia Grande” following the devel-
opment of Porto Marghera, a new port on
the mainland serving the petroleum and
chemical industries. He was also keen that
Venice should rival Paris as a global capital
of culture and leisure. He tolerated louche
behaviour if it attracted celebrities attend-
ing the Biennale and the film festival. He
was not powerful enough, however, and
possibly not concerned enough, to prevent
the deaths of246 Venetian Jews in German
concentration camps in 1943. 

After the second world war, the Chris-
tian Democrats tookcontrol ofthe city gov-
ernment and Venice seemed to fall asleep.
A persistent cloud of pollution from Porto
Marghera rotted the city’s fabric. A long-
standing housing crisis remained unre-
solved, and many inhabitants left for bet-
ter, drier accommodation on the main-
land. Things only changed with nature’s
intervention on November 4th 1966, a day
Mr Bosworth calls “the darkest in Venetian
history”, when the city was engulfed by its
highest-ever tide. But it prompted calls by
governments and individuals to “Save
Venice”. In time the government agreed to
build gates at the three entrances to the la-
goon to provide protection from floods. 

According to one estimate, the city has
received over €10 billion ($13.3 billion) in
subsidies in the past 30 years. “History
pays,” says Mr Bosworth. But the gates are
not finished, the project is mired in corrup-
tion and the flooding continues to get
worse. John Julius Norwich, a former
chairman ofVenice in Peril (a conservation
group based in Britain) and a lover of what
he calls “the most beautiful city in the
world”, thinks it is also one of the saddest.
It has had plenty of history since 1866, but
little that has been worth celebrating.7

TEXANS miss few opportunities to
boast of their history. The capsule ver-

sion, peddled by politicians and populists,
is as follows. Inspired by the deaths of a
small band of fighters at the Alamo in 1836,
Texans wrested their land from Mexican
rule. Texas duly became an independent
republic fornearly ten years, before joining
the United States in 1845. This indepen-
dence, brief as it was, left a legacy of free-
dom-loving self-reliance that is the stuff of
today’s endless mythologising.

Reality, of course, is muddier, as Robert

Wuthnow shows in his commanding
sociological history of this fast-growing
state. He begins his tale with the “strange
and desperate men” (in the words of a
mid-19th-century traveller) who settled in
the remote flatlands of Texas. “Rough
Country” marches methodically through
every major historical event, from the civil
war and Reconstruction to the turbulent
1960s and the rise of the Tea Party, examin-
ing how they shaped the state’s approach
to race, political power and religion. A non-
Texan professor from Princeton, Mr Wuth-
now offers a clear-eyed view of the linger-
ing legacies of slavery and segregation,
matters that many Texans today prefer to
pass over in favour ofAlamo heroics.

Mr Wuthnow’s particular interest is re-
ligion, and he sets out to trace the emer-
gence of Texas as “America’s most power-
ful Bible-Belt state”. It has twice as many
Southern Baptists, a powerful conserva-
tive bloc, as any other state—which is per-
haps unsurprising given its size—and poli-
ticians like Rick Perry, the governor, do not
hesitate to call for prayer to fix drought or
other ills. Dallas is sometimes known as
the “buckle of the Bible Belt”, though there
is competition for the honour. So large and
powerful did the city’s First Baptist Church
become that by 1976 one writer had
dubbed it the “big old ruby” in the Bible
Belt’s buckle. The church’s preachers have
long railed against abortion, homosexual-
ity and America’s moral decline—though
by 1968 one legendary pastor of yore, W.A.
Criswell, had at least recanted his opposi-
tion to forced racial integration.

Texan churches did not always wield
such political heft. A century and more
ago, Protestantpastors largely stayed outof
politics. They were wary of church-state
entanglements, so tended instead to their
flocks’ basic needs. It was Prohibition, for
which many clergy campaigned before the
first world war, that galvanised the
church’s involvement in politics, MrWuth-

now argues. By the 1960s, as federal offi-
cials forced racial integration onto a state
that had once sanctioned whites-only pri-
maries, some Texan pastors began inveigh-
ing against government interference. Few
white clergy in Texas spoke out against
lynchings, Mr Wuthnow writes, and one
estimate from 1922 suggested that half the
state’s clergy backed the Ku KluxKlan. Dur-
ing the civil-rights movement of the 1960s,
churches were neither “leader” nor “lag-
gard”, Mr Wuthnow says, though Metho-
dists were quicker than Baptists to em-
brace desegregation. Mr Wuthnow raps
today’s religious leaders for paying limited
attention to inequality and poverty in this
Tea Party age. He quotes one west Texas
pastor who says, “I think that there are
Christians who get more riled up about
higher taxes than they do about abortion.”

“Rough Country” is not a ripping page-
turner. Mr Wuthnow proceeds with an ac-
ademic’s careful deliberation through his-
torical episodes large and small, national
and local. But his research, much of it
culled from the archives of Texan publica-
tions, is exhaustive, and his command of
data impressive, from the changing num-
ber of clergy in Texas to the growth of live-
stock handling in the Fort Worth stock-
yards more than a century ago. There are
nuggets on every page, for historians, jour-
nalists, clergy and policymakers.

Nor is this book simply of interest to
Texans. The state’s story, Mr Wuthnow
writes, closely parallels that of America it-
self. Yes, Texas is growing faster than much
of America, and it has a more powerful set
of religious conservatives prone to clashes
with moderates and Catholics. But the cur-
rents and cross-currents that have roiled
Texas have swept across other states, too.
Those who want to understand America’s
peculiarities, from its legacy of slavery to
its powerful megachurches and its battles
over the content of school textbooks, will
find a welcome resource here.7

The history of Texas

Clinging to
religion

Rough Country: How Texas Became
America’s Most Powerful Bible-Belt State.
By Robert Wuthnow. Princeton University
Press; 654 pages; $39.50 and £27.95

Taking their hats off to the Lord
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SOCIETY has long romanticised the cre-
ative power of the loner, be it the scien-

tist who works all night in a laboratory or
the cloistered writer wrapped up in the
world of his own imagination. “For centu-
ries the myth of the lone genius has tow-
ered over us like a colossus,” writes Joshua
Wolf Shenk at the start of his new book,
“Powers of Two”. Unimpressed, he tries to
debunk the idea that “world-changing
things” come from single minds, and
makes the controversial claim that it is the
“creative pair”, rather than the individual,
that has produced the most imaginative
work in history. 

Mr Shenk, once a writer for this news-
paper, backs up his assertion with refer-
ence to three archetypal creative duos: “the
liquid and the container”, “the star and the
director” and “the dreamer and the doer”.
He uses John Lennon and Paul McCartney,
liquid and container respectively, as a
theme throughout this book. “Paul took
the challenging, defiant material John laid
before him and found ways…to make it
work in the vernacular of popular music,”
he writes. Mr McCartney provided struc-
ture and form for Lennon, who, in turn,
pushed against Mr McCartney’s more con-
ventional, naive thinking. In one songwrit-
ing session, Mr McCartney suggested start-
ing a song with the lines, “She was just
seventeen/Never been a beauty queen.”
Lennon sneered at the second line and
came back with, “She was just seventeen/
You know what I mean,” joining sexual 
experience to innocence. 

William Wordsworth wrote “Daffo-
dils” after reading his sister’s account of a
walk they had taken together. In this star-

director pair, Dorothy Wordsworth’s jour-
nal was the source material, though she
chose to leave the limelight to William. The
“star” member of a duo may better repre-
sent the brand. Take Martin Luther King,
the face of the civil-rights movement, who
called Ralph Abernathyhiswarm-up act in
Time magazine. “In mass meetings at black
churches, Abernathy would give the
crowd the facts on the ground and rouse
them to fight,” Mr Shenk writes. “Then
King would ascend to the pulpit and give a
sermon…ofnon-violence.” 

The author sees Trey Parker and Matt
Stone (who bonded as starving artists be-
fore creating “South Park”) as a dreamer-
doer team. Mr Parker spends his time in
front of a computer hammering out the
next episode, while Mr Stone handles the
networks and studios. Yet Mr Shenk dis-
agrees that Mr Parker is the “creative one”.
According to one staffwriter on the “South
Park” team, Mr Stone will suggest an idea
rooted in current events, and Mr Parker

(who focuses on character and relation-
ships) then runs with it. 

Competition, overt or not, exists in ev-
ery great pair, says MrShenk. Pablo Picasso
and Henri Matisse, rivals and mutual ad-
mirers, fuelled each other’s work: Picasso’s
“Les Demoiselles d’Avignon” was an effort
to exceed the savagery of Matisse’s “Nu
Bleu”. Each creative mind needs another to
push against if it is to achieve its potential,
according to this thought-provoking book.
The resulting conflict can lead to extraordi-
nary work. (Groups provide community,
MrShenkbelieves, but the importantwork
happens in twos; any additional person 
diminishes the engagement.) It is an inter-
esting thesis, but Mr Shenk could perhaps
have tempered his message with an 
acknowledgment that the lone genius
does have some basis in fact. Solitary inno-
vators do exist, though duos have certainly
had more influence on the world than his-
tory recognises. Often a seemingly solo 
actor has a partner in crime.7

Innovation

It takes two

Powers of Two: Finding the Essence of
Innovation in Creative Pairs. By Joshua
Wolf Shenk. Eamon Dolan; 339 pages; $28.
John Murray; £20

New film

Two days, one night, no fuss

THE remarkable thing about “Two
Days, One Night” is that it looks at

some of today’s heftier political issues
while seeming as modest and unassum-
ing as a film can. Written and directed by
Jean-Pierre and Luc Dardenne, Belgian
brothers who have won two Palmes d’Or
at Cannes, it stars Marion Cotillard as
Sandra, a low-ranking employee in a
low-ranking manufacturing firm. Her
bosses are planning to make her redun-
dant, but, rather than take responsibility
for the decision, they have presented
their staffwith a cruel choice: if Sandra’s
16 colleagues vote to forfeit their annual
thousand-euro bonuses, she can keep her
job. On a Friday afternoon, Sandra learns
that the ballot will be held on the Mon-
day morning, leaving her one weekend to
persuade her co-workers that her need is
greater than theirs.

Despite the presence of its famously
glamorous, Oscar-winning star, “Two
Days, One Night” looks and feels like a
typical Dardenne brothers film. That is, it
is a no-frills social-realist drama, shot on
location and in natural light, and populat-
ed by largely unknown actors. The per-
formances are restrained, the pacing is
steady and the action consists ofa courte-
ous young woman having short, fairly
repetitive conversations with her col-
leagues in a pleasantly anonymous
Belgian suburb.

And yet, as well as being a race-
against-the-clock thriller, and a showcase

for Ms Cotillard’s astoundingly subtle
acting, the Dardennes’ film digs more
deeply into the devastating effects of the
Western world’s current financial woes
than practically any previous feature
film. The audience is, ofcourse, eager for
Sandra to keep the job which puts a roof
over her family’s heads, and which lifts
her out ofher depression. But when the
Dardennes show what goes on behind
her colleagues’ front doors, it becomes
painfully clear how important their
bonuses are to them, too. “It will be a
disaster for me if the majority vote for
you,” says one. “But I hope for your sake
that they do.” It is a complicated, humane
idea, expressed with heart-wrenching
directness. And there are many more of
those in this impressive work.

The Dardenne brothers have produced a superb take on the effects of the
financial crisis

Thrills, not frills
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Invitation to bid for the provision of 

Investment Promotion Support Services for Invest Hong Kong (InvestHK)

As Asia’s business capital, Hong Kong offers sophisticated world-class infrastructure, 

logistics and f nancial services coupled with a transparent legal system, clean government, 

low tax and an enviable position as the gateway to China.

InvestHK is the department of the Hong Kong Special Administrative Region Government 

responsible for Foreign Direct Investment, supporting overseas and Mainland businesses 

to set up and expand in Hong Kong.

 

InvestHK invites companies with experience in investment promotion, economic 

development, or international business development to submit an expression of interest for 

provision of the following services in one or more markets of France, India, Israel, Italy, 

Malaysia & Indonesia (as one market), Mexico & Central America (as one market), 

Middle East & North Africa (as one market), Nordics and West Japan.

 

• To act as a representative office of InvestHK and actively promote Hong Kong as a  

 premier business location in Asia

• To identify target companies in priority sectors and markets through desk research,  

 networking, attendance of conferences and exhibitions

• To respond to enquiries from potential investors by providing timely advice and 

 practical assistance

• To develop and implement annual business plans for promoting inward investment to  

 Hong Kong and to achieve key performance indicators

•  To organise and support investment promotion visits by InvestHK head office teams

•  To develop links and networks with business multiplier organisations and the media 

Interested Companies based in the markets above are invited to email a short prof le of 

their company highlighting their business capabilities, including consultancy experience in 

investment promotion, economic development, or international business development and 

business network in the specif ed market, in performing the aforementioned services to 

IPConsultant@investhk.gov.hk in English by 2:00 pm, 1 September 2014 Hong Kong 

time; any late response will not be considered. Selected companies will be provided 

with a consultancy brief with more detailed scope of services and other information and 

invited to submit a formal proposal.  

Only shortlisted candidates will be notif ed.  Companies which do not hear from InvestHK 

before 12 September 2014 should consider their bids unsuccessful.

For further information on InvestHK, please visit our website at www.InvestHK.gov.hk
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United States

Sabrina Feldman - Tel: (212) 698-9754 

sabrinafeldman@economist.com

To advertise within the classified section, contact:

United Kingdom

Martin Cheng - Tel: (44-20) 7576 8408 

martincheng@economist.com

Asia

David E. Smith - Tel: (852) 2585 3232 

davidesmith@economist.com

Middle East & Africa

Mirasol Galindo - Tel: (971) 4433 4202 

mirasolgalindo@economist.com

Europe

Sandra Huot - Tel: (33) 153 9366 14 

sandrahuot@economist.com
Readers are recommended

to make appropriate enquiries and take appropriate advice before sending money, incurring 
any expense or entering into a binding commitment in relation to an advertisement.

The Economist Newspaper Limited shall not be liable to any person for loss or damage 
incurred or suffered as a result of his/her accepting or offering to accept an invitation 
contained in any advertisement published in The Economist.
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Economic data
% change on year ago Budget Interest
 Industrial Current-account balance balance rates, %
 Gross domestic product production Consumer prices Unemployment latest 12 % of GDP % of GDP 10-year gov't Currency units, per $
 latest qtr* 2014† latest latest 2014† rate, % months, $bn 2014† 2014† bonds, latest Aug 20th year ago

United States +2.4 Q2 +3.9 +2.0 +5.0 Jul +2.0 Jul +1.9 6.2 Jul -405.9 Q1 -2.5 -2.9 2.42 - -

China +7.5 Q2 +8.2 +7.5 +9.0 Jul +2.3 Jul +2.4 4.1 Q2§ +163.6 Q2 +1.7 -2.9 4.00§§ 6.14 6.12

Japan -0.1 Q2 -6.8 +1.4 +3.1 Jun +3.6 Jun +2.8 3.7 Jun -5.2 Jun +0.2 -7.8 0.52 103 97.1

Britain +3.2 Q2 +3.4 +3.1 +1.2 Jun +1.6 Jul +1.7 6.4 May†† -117.7 Q1 -4.0 -4.6 2.53 0.60 0.64

Canada +2.2 Q1 +1.2 +2.3 +5.1 May +2.4 Jun +1.8 7.0 Jul -54.8 Q1 -2.7 -2.6 2.11 1.09 1.04

Euro area +0.7 Q2 +0.2 +1.1 nil Jun +0.4 Jul +0.7 11.5 Jun +297.9 Jun +2.6 -2.5 0.99 0.75 0.74

Austria +0.6 Q2 nil +1.4 -2.1 May +1.8 Jul +1.6 5.0 Jun +8.8 Q1 +2.8 -3.0 1.25 0.75 0.74

Belgium +1.1 Q2 +0.4 +1.3 +5.2 May +0.3 Jul +0.9 8.5 Jun -5.4 Mar -0.8 -2.5 1.38 0.75 0.74

France +0.1 Q2 -0.1 +0.6 -0.4 Jun +0.5 Jul +0.8 10.2 Jun -53.0 Jun‡ -1.2 -4.0 1.38 0.75 0.74

Germany +1.3 Q2 -0.6 +2.0 -0.4 Jun +0.8 Jul +1.0 6.7 Jul +262.4 Jun +7.1 +0.5 0.99 0.75 0.74

Greece -0.2 Q2 na +0.4 -6.6 Jun -0.7 Jul -1.1 27.2 May +3.4 Jun +0.6 -5.3 5.83 0.75 0.74

Italy -0.3 Q2 -0.8 +0.2 +0.4 Jun +0.1 Jul +0.4 12.3 Jun +30.8 Jun +1.1 -3.2 2.60 0.75 0.74

Netherlands +0.9 Q2 +2.2 +0.6 -1.2 Jun +0.9 Jul +0.8 8.4 Jun +86.3 Q1 +9.9 -2.7 1.19 0.75 0.74

Spain +1.2 Q2 +2.4 +1.1 +2.9 Jun -0.3 Jul +0.1 24.5 Jun +0.4 May +0.8 -5.7 2.39 0.75 0.74

Czech Republic +2.9 Q1 nil +2.5 +8.1 Jun +0.5 Jul +0.6 7.4 Jul§ +0.2 Q1 nil -1.7 1.36 21.0 19.2

Denmark +1.3 Q1 +3.4 +1.5 +5.6 Jun +0.8 Jul +0.8 5.1 Jun +23.3 Jun +6.7 -1.5 1.36 5.61 5.55

Hungary +3.9 Q2 +3.2 +2.6 +11.1 Jun +0.1 Jul +0.3 8.0 Jun§†† +4.7 Q1 +2.1 -2.9 4.50 237 223

Norway +3.9 Q1 +1.3 +2.1 +0.9 Jun +2.2 Jul +2.0 3.2 May‡‡ +60.7 Q1 +11.0 +12.2 2.38 6.17 5.95

Poland +3.2 Q2 na +3.1 +2.3 Jul -0.2 Jul +0.6 12.0 Jun§ -4.8 Jun -1.8 -3.5 3.16 3.15 3.15

Russia +0.8 Q2 na +0.2 +1.6 Jul +7.4 Jul +8.0 4.9 Jul§ +51.5 Q2 +2.9 +0.3 9.38 36.3 32.9

Sweden  +1.9 Q2 +1.0 +2.3 -1.1 Jun nil Jul +0.1 9.2 Jun§ +36.2 Q1 +6.3 -2.1 1.57 6.90 6.48

Switzerland +2.0 Q1 +1.9 +1.9 +0.5 Q1 nil Jul +0.1 3.2 Jul +105.4 Q1 +12.4 +0.3 0.56 0.91 0.92

Turkey +4.3 Q1 na +3.0 +1.4 Jun +9.3 Jul +8.7 8.8 May§ -52.2 Jun -5.8 -2.6 9.34 2.18 1.95

Australia +3.5 Q1 +4.5 +3.0 +5.7 Q1 +3.0 Q2 +2.7 6.4 Jul -40.9 Q1 -2.0 -1.2 3.43 1.08 1.10

Hong Kong +1.8 Q2 -0.6 +2.4 +2.1 Q1 +3.6 Jun +3.6 3.3 Jul‡‡ +4.5 Q1 +2.4 +0.8 1.96 7.75 7.75

India +4.6 Q1 +8.0 +6.0 +3.4 Jun +8.0 Jul +8.4 8.8 2013 -32.4 Q1 -2.8 -4.9 8.48 60.6 63.6

Indonesia +5.1 Q2 na +5.3 +7.3 Jun +4.5 Jul +6.0 5.7 Q1§ -26.3 Q2 -3.5 -1.6 na 11,700 10,685

Malaysia +6.4 Q2 na +5.7 +6.9 Jun +3.2 Jul +3.3 2.9 May§ +18.7 Q2 +6.3 -3.7 3.95 3.17 3.29

Pakistan +6.1 2013** na +5.4 +2.3 May +7.9 Jul +8.3 6.2 2013 -2.9 Q2 -2.2 -7.0 13.36††† 101 103

Singapore +2.4 Q2 +0.1 +4.1 +0.4 Jun +1.8 Jun +1.8 2.0 Q2 +56.5 Q2 +19.9 +0.7 2.34 1.25 1.28

South Korea +3.6 Q2 +2.4 +3.8 +0.6 Jun +1.6 Jul +1.6 3.4 Jul§ +87.8 Jun +6.0 +0.6 3.14 1,023 1,121

Taiwan +3.7 Q2 +3.9 +3.2 +8.6 Jun +1.8 Jul +1.6 4.0 Jun +64.0 Q2 +11.9 -1.4 1.60 30.0 30.0

Thailand +0.3 Q2 +3.5 +1.9 -6.6 Jun +2.2 Jul +2.5 1.2 Jun§ +12.5 Q2 +2.5 -2.2 3.38 32.0 31.6

Argentina -0.2 Q1 -3.2 -1.2 -0.4 Jun — *** — 7.5 Q2§ -5.7 Q1 -0.8 -1.9 na 8.29 5.60

Brazil +1.9 Q1 +0.7 +1.0 -6.9 Jun +6.5 Jul +6.5 4.9 Apr§ -81.2 Jun -3.7 -3.8 11.70 2.26 2.40

Chile +1.9 Q2 +0.6 +2.8 +0.8 Jun +4.5 Jul +4.0 6.5 Jun§‡‡ -6.5 Q2 -2.7 -1.4 4.28 584 516

Colombia +6.4 Q1 +9.7 +5.0 -0.5 Jun +2.9 Jul +2.9 9.2 Jun§ -13.2 Q1 -3.6 -1.5 6.55 1,913 1,926

Mexico +1.8 Q1 +1.1 +2.4 +2.0 Jun +4.1 Jul +3.8 4.8 Jun -23.3 Q1 -1.6 -3.6 7.75 13.1 13.0

Venezuela +1.0 Q4 +3.6 -2.5 +0.8 Sep +60.9 May +64.4 7.1 Apr§ +6.9 Q3 +1.6 -12.2 15.81 11.0 6.29

Egypt +2.5 Q1 na +1.8 +7.8 Jun +10.6 Jul +9.0 13.3 Q2§ -1.9 Q1 -2.5 -11.9 na 7.15 6.99

Israel +1.2 Q2 +1.7 +3.1 +0.8 May +0.3 Jul +0.9 6.3 Jun +7.4 Q1 +2.5 -2.6 2.63 3.53 3.56

Saudi Arabia +4.0 2013 na +4.0 na  +2.6 Jul +2.9 5.6 2013 +132.9 Q1 +14.8 +3.0 na 3.75 3.75

South Africa +1.6 Q1 -0.6 +2.0 +0.7 Jun +6.3 Jul +5.9 25.5 Q2§ -19.0 Q1 -5.4 -4.4 8.04 10.7 10.2

Source: Haver Analytics.  *% change on previous quarter, annual rate. †The Economist poll or Economist Intelligence Unit estimate/forecast. §Not seasonally adjusted. ‡New series. **Year ending June. ††Latest 3 
months. ‡‡3-month moving average. §§5-year yield. ***Official number not yet proven to be reliable; The State Street PriceStats Inflation Index, July 37.89%; year ago 21.11%. †††Dollar-denominated bonds. 
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Indicators for more countries and additional

Other markets
 % change on

 Dec 31st 2013

 Index one in local in $
 Aug 20th week currency terms

United States (S&P 500) 1,986.5 +2.0 +7.5 +7.5

United States (NAScomp) 4,526.5 +2.1 +8.4 +8.4

China (SSEB, $ terms) 253.9 +2.4 +1.5 +0.1

Japan (Topix) 1,279.6 +1.4 -1.7 nil

Europe (FTSEurofirst 300) 1,346.0 +1.6 +2.3 -1.4

World, dev'd (MSCI) 1,735.8 +1.6 +4.5 +4.5

Emerging markets (MSCI) 1,085.1 +1.3 +8.2 +8.2

World, all (MSCI) 428.6 +1.6 +4.9 +4.9

World bonds (Citigroup) 946.0 -0.3 +4.3 +4.3

EMBI+ (JPMorgan) 714.7 +0.8 +9.7 +9.7

Hedge funds (HFRX) 1,242.8§ +0.9 +1.4 +1.4

Volatility, US (VIX) 11.8 +12.9 +13.7 (levels)

CDSs, Eur (iTRAXX)† 60.0 -7.7 -7.3 -10.6

CDSs, N Am (CDX)† 57.7 -4.4 -3.3 -3.3

Carbon trading (EU ETS) € 6.5 +3.0 +28.2 +23.7

Sources: Markit; Thomson Reuters.  *Total return index. 
†Credit-default-swap spreads, basis points. §Aug 19th.

The Economist commodity-price index
2005=100
 % change on
 one one
 Aug 12th Aug 19th* month year

Dollar Index

All Items 166.4 163.1 -0.8 -2.0

Food 184.5 179.5 +0.1 -2.0

Industrials    

 All 147.5 146.0 -1.9 -2.0

 Nfa† 136.9 135.5 -4.5 -14.8

 Metals 152.0 150.5 -0.9 +4.0

Sterling Index

All items 180.0 178.5 +1.8 -7.5

Euro Index

All items 154.9 152.3 +0.3 -1.2

Gold

$ per oz 1,315.2 1,295.1 -0.8 -5.7

West Texas Intermediate

$ per barrel 97.4 94.7 -9.1 -9.9

Sources: Bloomberg; CME Group; Cotlook; Darmenn & Curl; FT; ICCO;
ICO; ISO; Live Rice Index; LME; NZ Wool Services; Thompson Lloyd & 
Ewart; Thomson Reuters; Urner Barry; WSJ.  *Provisional  
†Non-food agriculturals.

Markets
 % change on

 Dec 31st 2013

 Index one in local in $
 Aug 20th week currency terms

United States (DJIA) 16,979.1 +2.0 +2.4 +2.4

China (SSEA) 2,345.1 +0.8 +5.9 +4.4

Japan (Nikkei 225) 15,454.5 +1.6 -5.1 -3.5

Britain (FTSE 100) 6,755.5 +1.5 +0.1 +0.6

Canada (S&P TSX) 15,562.0 +2.0 +14.2 +10.9

Euro area (FTSE Euro 100) 1,009.9 +1.2 -1.0 -4.5

Euro area (EURO STOXX 50) 3,083.5 +0.9 -0.8 -4.4

Austria (ATX) 2,274.2 +0.2 -10.7 -13.9

Belgium (Bel 20) 3,146.3 +1.4 +7.6 +3.8

France (CAC 40) 4,240.8 +1.1 -1.3 -4.8

Germany (DAX)* 9,314.6 +1.3 -2.5 -6.0

Greece (Athex Comp) 1,120.0 +1.1 -3.7 -7.1

Italy (FTSE/MIB) 19,606.0 +0.4 +3.4 -0.3

Netherlands (AEX) 403.3 +2.0 +0.4 -3.2

Spain (Madrid SE) 1,063.5 +1.1 +5.1 +1.3

Czech Republic (PX) 976.5 +0.8 -1.3 -6.7

Denmark (OMXCB) 669.0 +1.9 +18.2 +14.1

Hungary (BUX) 17,715.6 +1.7 -4.6 -13.0

Norway (OSEAX) 673.9 +1.8 +11.8 +9.9

Poland (WIG) 52,304.4 +2.6 +2.0 -2.3

Russia (RTS, $ terms) 1,257.4 +3.0 -3.8 -12.8

Sweden (OMXS30) 1,373.5 +0.9 +3.0 -4.0

Switzerland (SMI) 8,527.9 +1.7 +4.0 +1.5

Turkey (BIST) 78,866.9 +1.6 +16.3 +14.9

Australia (All Ord.) 5,629.2 +2.2 +5.2 +9.7

Hong Kong (Hang Seng) 25,159.8 +1.1 +8.0 +8.0

India (BSE) 26,314.3 +1.5 +24.3 +26.8

Indonesia (JSX) 5,190.2 +0.4 +21.4 +26.3

Malaysia (KLSE) 1,878.9 +1.1 +0.6 +4.1

Pakistan (KSE) 28,664.8 +0.6 +13.5 +18.0

Singapore (STI) 3,323.7 +0.7 +4.9 +6.0

South Korea (KOSPI) 2,072.8 +0.5 +3.1 +6.3

Taiwan (TWI)  9,288.1 +0.6 +7.9 +7.2

Thailand (SET) 1,550.8 +0.4 +19.4 +22.8

Argentina (MERV) 8,929.6 +4.7 +65.6 +30.2

Brazil (BVSP) 58,878.2 +5.9 +14.3 +19.5

Chile (IGPA) 19,349.7 +0.6 +6.2 -4.4

Colombia (IGBC) 14,425.3 +1.4 +10.4 +11.4

Mexico (IPC) 45,248.1 +1.2 +5.9 +6.1

Venezuela (IBC) 2,527.2 +8.9 -7.7 na

Egypt (Case 30) 9,437.5 +1.6 +39.1 +35.2

Israel (TA-100) 1,235.9 nil +2.3 +0.5

Saudi Arabia (Tadawul) 10,716.2 +1.2 +25.5 +25.5

South Africa (JSE AS) 51,436.6 +0.3 +11.2 +8.9 series, go to: Economist.com/indicators

Global business barometer

Source: The Economist/FT survey

Balance of respondents expecting global business
conditions to improve in the next six months
Selected sectors, percentage points
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Interactive: Track global business confidence with our barometer at Economist.com/bizbaro

Executives around the world are more
upbeat about the prospects for business
than they were a year ago, according
to the latest Economist/FT survey of
around 1,500 senior managers, conduct-
ed by the Economist Intelligence Unit.
The balance of respondents who think
that global business conditions will soon
improve has increased from two percent-
age points to 18, though this is down from
the beginning of 2014. There is some
cause for concern. Over 55% of those
surveyed who work in the energy industry
think that the turmoil in Iraq will lead to
higher oil prices in the next 12 months.
Almost two-thirds reckon the Federal
Reserve will raise interest rates.
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WRITERS choose pen names for many
reasons. Pierre Ryckmans chose his—

“Simon Leys”—to avoid being blacklisted
by the Chinese authorities, who, he feared,
would not appreciate his attempts to tell
the world the truth about the horrors of
Maoism and the Cultural Revolution. But
his chosen surname contained a subtle
clue as to who he really was. “Leys” was a
homage to “René Leys”, a novel by the
French author Victor Segalen, in which a
Belgian teenager in old Peking regales his
employer with tales of the hidden in-
trigues and conspiracies taking place with-
in the imperial palace. 

Like René, Mr Ryckmans was Belgian.
He too had visited China when he was a
teenager—in 1955, to be precise, on a trip
with a group of fellow students that had
culminated in an audience with Zhou En-
lai, second in command, after Mao Ze-
dong, of the newly minted People’s Repub-
lic. He had fallen in love with the place on
that trip, he laterwrote, and devoted his ca-
reer to studying China. 

And like René, he became famous for
trying to tell his readerswhatwas really go-
ing on, both within the palace walls and
without. Swimming against the tide of in-
tellectual opinion in the West, which tend-
ed to see Mao as an admirable champion
of the ordinary Chinese worker, Mr Ryck-

risked their lives to swim by night across
the waters to Hong Kong, seeking sanctu-
ary from the brutality. 

Goaded from his comfortable igno-
rance, he wrote a book called “The Chair-
man’s New Clothes”, which described the
Great Helmsman as an autocratic emperor
in the old tradition, complete with jostling,
scheming subordinates. It chronicled the
murders and terror of the Cultural Revolu-
tion, and the destruction ofbooks, temples
and anything else that, to the fanatical Red
Guards, was a reminder of China’s feudal
past. In anotherbook, “Chinese Shadows”,
based on a six-month stint at the Belgian
embassy in Beijing in 1972, he described the
Cultural Revolution as “five years of up-
heaval, of blood and madness”, “the most
gigantic frenzy…since the Taiping Rebel-
lion” (in which, between 1850 and 1864,
20m people died) and a “deliberate de-
struction of intelligence and culture.”

Seeking truth from facts
His fellow Sinologists—who ran the gamut
from ignorance of reality to sympathy for
Mao to a craven desire to avoid rocking the
boat—were aghast. Leave the politics to the
journalists, advised one well-meaning
mentor, and focus on studying the classics.
But he couldn’t. To talk about China, he
said, meant talking about the everyday re-
ality experienced by its people. He wrote
with contempt of “China experts” who
would be horrified at the thought of travel-
ling by bus rather than officially organised
car, or of eating with the common folk at a
noodle stall. 

Eventually, of course, his real identity
was exposed. That did not stop him; he
was stubborn and principled, and besides,
he was right. Being right had not even re-
quired any particularly special effort: be-
fore his stint at the embassy he had not set
foot in China in years. All it took, he said,
was listening to Chinese friends, keeping
up with dispatches from trusted sources
and reading the official press with a scepti-
cal eye—and the courage to recognise the
uncomfortable truth that, whatever ro-
mance it may have once possessed, Mao’s
revolution had become a nightmare.

Mr Ryckmans predicted that, one day,
the chaos ofthe Mao years would fade and
that the Communist Party’s totalitarian
grip would ease. Sure enough, these days
even the party admits that the Cultural
Revolution was a “disaster”, and that mil-
lions died in the famine that followed the
Great Leap Forward, an earlier attempt at
collectivisation. But the fundamental na-
ture of the regime, he said, would not
change. He was right about that, too. Deng
Xiaoping, Mao’s eventual successor,
brought prosperity by liberalising the
economy. In today’s China a little criticism
is even tolerated—but only if it does not se-
riously threaten the party’s rule. 7

mans described, with wit and anger and
mordant humour, the skilfully choreo-
graphed shadow play that the regime pre-
sented to the world. Behind the talk of the
victory of the proletariat and great leaps
forward lay repression, famines and the
terrorising ofa nation. 

He had not set out to write about poli-
tics, although he was himself a socialist, 
of the democratic, anti-totalitarian sort
(George Orwell was a guiding light). His in-
terests were painting, history and poetry:
his writing was peppered with fond refer-
ences to old Chinese proverbs and stories.
Nor was he a China bore: he was as happy
discussing Cervantes, sailing or the life of
Napoleon as he was pondering the epi-
grams of Confucius (whose “Analects” he
translated in 1997). But China remained his
great love, and at first he “confidently ex-
tended to the Maoist regime the same sym-
pathy that I felt for all things Chinese”. 

It was while living in Hong Kong in the
1960s, when itwasstill a British colony, that
the true nature of the regime became ap-
parent to him. Pamphlets circulated de-
scribing the forced displacement of mil-
lions of people into the countryside in the
Cultural Revolution. Rumours spread
about denouncements of the ideologically
unsound by friends or even family mem-
bers. Thousands of desperate Chinese

Pierre Ryckmans (Simon Leys), an old China hand, died on August11th, aged 78

Pierre Ryckmans

Obituary
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