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BarackObama stepped up the
rhetoric in his campaign to
win support in Congress for
the recently negotiated deal
with Iran on limiting the coun-
try’s nuclear programme,
describing those who are
opposed to the agreement as
“the crazies”. Harry Reid, who
leads the Democrats in the
Senate, gave his full backing to
the accord. Meanwhile, Britain
reopened its embassy in
Tehran, a direct consequence
of the deal.

King Abdullah of Jordan,
President Abdel-Fattah al-Sisi
ofEgypt and Abu Dhabi’s
Crown Prince Sheikh Moham-
med bin Zayed al-Nahyan
were all in Moscow to see
Vladimir Putin this week,
fuelling speculation that
moves may be afoot to try to
end the war in Syria.

Protests over mountains of
uncollected rubbish in the
streets ofBeirut turned viol-
ent, leaving at least one man
dead. The protests were seen
as a proxy for wider dissatis-
faction with Lebanon’s
dysfunctional government.

The president ofSouth Sudan,
Salva Kiir, signed a peace deal
with rebels that offers hope of
an end to a civil war that has
cost tens of thousands of lives.
Mr Kiir had previously refused
to make peace, drawing a
threat ofsanctions from the
United Nations.

Border tensions
Venezuela’s government
closed the main border
crossing with Colombia and
declared a state ofemergency
in six frontier municipalities

after smugglers shot and
injured three soldiers and a
civilian. More than a thousand
Colombians left Venezuela
when the government
declared that those living
illegally in the country would
be expelled. 

In Guatemala the supreme
court approved a request to
impeach the country’s presi-
dent, Otto Pérez Molina. Con-
gress must now decide wheth-
er the impeachment can go
ahead. Mr Molina, who denies
allegations ofcorruption, is
not allowed to stand in presi-
dential elections scheduled for
September 6th.

More than a dozen members
ofEl Salvador’s Barrio 18 gang
were killed in prison in a sus-
pected internal feud. In July
the Barrio 18 ordered a bus
strike in the capital, San Salva-
dor, to press its demand to be
included in talks on reducing
urban violence. Seven drivers
who defied it were killed. 

Over there
An attackby a heavily armed
jihadist on board a train
headed to Paris was thwarted
by several passengers,
including two holidaying
American servicemen who
tackled and subdued the gun-
man. They and their fellow
travellers were praised by the
French president, François
Hollande, for their bravery. 

Macedonia struggled to cope
with an influx ofmigrants
entering the country via neigh-
bouring Greece. The UN refu-
gee agency predicted that
3,000 people a day, most of
whom are fleeing war in Syria,
would cross into Macedonia in
the coming months, heading
initially for Serbia and then
western Europe. 

In a case that was compared to
the show trials of the Stalinist
era, a military court in Russia
sentenced Oleg Sentsov, a
Ukrainian film director and
leading opponent ofRussia’s
annexation ofCrimea, to 20
years hard labour. Mr Sentsov
was snatched from Crimea last
year and charged with plotting
terrorist acts. 

Syriza, the left-wing ruling
party in Greece, was beset by
infighting after Alexis Tsipras
resigned as prime minister and
called an early election for
September 20th. It will be the
third time that weary Greeks
trudge to the polls this year,
following an election in Janu-
ary and a referendum in July. 

Turkey set November1st as a
date for new parliamentary
elections after talks broke
down to form a coalition
following an indecisive
election in June. 

The pro-British Ulster Unionist
Party in Northern Ireland
announced that it would leave
the province’s power-sharing
executive after police said the
IRA may have been involved
in a murder earlier this month.
If the region’s largest party, the
Democratic Unionist Party,
follows suit, devolution will be
suspended. 

In Britain at least11people
died when a 1950s-vintage jet
crashed into a nearby major
road during an aerobatic dis-
play at Shoreham—the coun-
try’s worst air-show disaster
since 1952. 

Gun run
In a grim year for shootings in
America, the gruesome mur-
der of two journalists while
they were broadcasting live on
air in a town in Virginia still
had the ability to shock. The
alleged gunman, a disgruntled
former reporter, posted video
ofhis crime on social media
before later shooting himself. 

Having upended the
Republicans’ presidential race
with calls to deport illegal
immigrants and end birthright
citizenship, Donald Trump did
more harm to the party’s

image with Hispanic voters by
throwing Jorge Ramos, a
respected Mexican-American
journalist, out ofa press
conference. Mr Trump told Mr
Ramos to “Go back to
Univision”, the Spanish-lan-
guage networkwhere he
works, after he had pressed Mr
Trump on immigration. 

Dangerous games
Following artillery exchanges
between North Korea and
South Korea, officials from
both sides met to defuse rising
tensions along the Korean
peninsula’s demilitarised
zone. South Korea agreed to
turn offpropaganda loud-
speakers that North Korea said
affronted the “supreme digni-
ty” of its dictator, Kim Jong Un.
The North relaxed its state of
high military alert. The North
may have ratcheted up hostil-
ities in order to blackmail
China into increasing aid.

In India protests by hundreds
of thousands ofmembers of
the Patel caste shut down
Ahmedabad, the commercial
capital ofGujarat state. The
caste, notable for its business
prowess, demanded quotas for
government jobs. At least eight
died in caste-related violence.
The prime minister, Narendra
Modi, who used to run
Gujarat, called for calm.

The government in Singapore
called an election for Septem-
ber11th. That is a year earlier
than the ruling People’s Action
Party needs to. But it might
hope to bask in the patriotic
fervour of the recent 50th
anniversary celebrations of
the city-state’s independence.
The prime minister, Lee Hsien
Loong, who is the son of the
late Lee Kuan Yew, may also
want time to groom a succes-
sor. He is 63.

Politics

The world this week
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Other economic data and news
can be found on pages 72-73

It was a dramatic weekfor
global stockmarkets, as fears
deepened about whether the
Chinese economy was head-
ing for a “hard landing”. Many
share indices swung wildly.
The main Shanghai index
plunged by more than 8% in a
single day, its biggest loss since
early 2007, wiping out the
gains it had made since the
start of the year. The S&P 500,
FTSE 100 and other markets in
Europe and Asia were also
rattled, with some recording
their steepest falls since the
financial crisis in 2008. By
mid-weekthe markets had
rebounded, chalking up huge
gains in some places, but
trading remained tense. 

It’s make-or-break time
One source ofworry for
investors was data showing
that Chinese manufacturing
in August had shrunkthe most
for more than six years. The
latest assessment of the smart-
phone market from IDC, a
research firm, predicted that
shipments in China will in-
crease by just1.2% this year,
down from 19.7% in 2014. Con-
cern about the world’s second-
biggest economy weighed on
the share prices ofmany tech-
nology companies, but Apple
clawed backsome of the mar-
ket value it had lost after Tim
Cook, its boss, gave assurances
(in an e-mail to a TV show) that
its business in China is robust.
Alibaba’s stockslid below the
$68 it was priced at when it
floated on the New York
stockmarket last September. 

In an attempt to stop the mar-
ket rout the People’s Bankof
China reduced interest rates
and rolled out other measures
to boost liquidity. This week’s

turmoil reduced the chances
that the Federal Reserve will
raise rates in September. Wil-
liam Dudley, a member of the
Fed’s rate-setting committee,
admitted that the conditions
for tightening monetary policy
in September were “less
compelling” than a month ago,
though he also warned that it
was “important not to
overreact to short-term market
developments”. 

Investor anxiety spread to
other emerging markets. The
Russian rouble fell sharply
again, to below 70 to the dollar.
The Russian government was
said to have ordered state-
owned and private companies
to convert some of their dollar
revenues to roubles in order to
avoid an even steeper sell-off
in the currency. 

The rouble’s slide has been
caused in part by cheaper oil
prices amid a worldwide glut
of the blackstuff. Brent crude
was hurtling down at one
point this weekto $42 a barrel,
a price last seen during the
financial crisis. Other com-
modity prices followed suit;
copper and aluminium also
dropped to six-year lows. 

Meanwhile, BHP Billiton’s
annual net profit (for the year
ending June 30th) slumped to a

12-year low of$1.9 billion. But
the Anglo-Australian mining
giant stuckwith its positive
assessment of the Chinese
market; its chieffinancial
officer described recent events
as being part ofa “transition”
to a Chinese economy that is
“more balanced between
consumption and invest-
ment”. BHP’s share price
surged after it presented its
earnings. 

At long last
After months ofoften
acrimonious negotiations,
Ukraine agreed to a restructur-
ing deal with its creditors. The
deal includes a 20% write-
down on the principal of
roughly $18 billion-worth of
international bonds. The
agreement also pushes repay-
ment dates backby four years.
The IMF, which is providing
financial support to the war-
torn country, is likely to back
the deal. 

The volume ofworld trade
contracted in the first half of
the year at the fastest pace
since 2009, according to the
Dutch government’s indepen-
dent World Trade Monitor,
continuing the reversal ofa
trend where for decades the
growth in global trade
outstripped that of the world
economy.

With lower oil prices prompt-
ing a round ofconsolidation in
oilfield services, Schlum-
berger became the latest
company in the industry to
launch a bid for a smaller rival,
offering $14.8 billion for
Cameron, which specialises
in preventing blowouts on rigs. 

Paddy Power, which is based
in Dublin, and Betfair, a rival
listed in London, agreed to
merge in an $8 billion deal that
places a wager on worldwide
growth in online gambling,
despite regulatory obstacles in
America and elsewhere. Plac-
ing online bets is illegal in
America, for example.

The return of animal spirits
The demand for British
“boutique” gin is soaring,
leading to a tripling ofapplica-
tions for distillery licences over
the past year, according to UHY
Hacker Young, an accountancy
firm. Many of the new distill-
eries cater to London’s hipster
neighbourhoods and have
revived gin production around
the city’s East End. They might
even follow the example of
Scotch whisky when it comes
to exports, the report reckons,
adding an international twist
to the latest gin craze. 

Business

Market volatility
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ONCE the soundtrack to a fi-
nancial meltdown was the

yelling of traders on the floor of
a financial exchange. Now it is
more likely to be the wordless
hum of servers in data centres,
as algorithms try to match buy-
ers with sellers. But every big

sell-off is gripped by the same rampant, visceral fear. The urge
to sell overwhelms the advice to stand firm. 

Stomachs are churning again after China’s stockmarket en-
dured its biggest one-day fall since 2007; even Chinese state
media called August 24th “Black Monday”. From the rand to
the ringgit, emerging-market currencies slumped. Commodity
prices fell into territory not seen since 1999. The contagion in-
fected Western markets, too. Germany’s DAX index fell to
more than 20% below its peak. American stocks whipsawed:
General Electric was at one point down by more than 20%. 

Rich-world markets have regained some of their poise. But
three fears remain: that China’s economy is in deep trouble;
that emerging markets are vulnerable to a full-blown crisis;
and that the long rally in rich-world markets is over. Some as-
pects of these worries are overplayed and others are mis-
placed. Even so, this week’s panic contains the unnervingmes-
sage that the malaise in the world economy is real.

Scoot first, askquestions later
China, where share prices continued to plunge, is the source of
the contagion (see pages 19-22). Around $5 trillion has been
wiped offglobal equity markets since the yuan devalued earli-
er this month. That shift, allied to a string of bad economic
numbers and a botched official attempt to halt the slide in Chi-
nese bourses, has fuelled fears that the world’s second-largest
economy is heading for a hard landing. Exports have been fall-
ing. The stockmarket has lost more than 40% since peaking in
June, a bigger drop than the dotcom bust. 

Yet the doomsters go too far. The property market is far
more important to China’s economy than the equity market is.
Property fuels up to a quarter of GDP and its value underpins
the bankingsystem; in the past few months prices and transac-
tions have both been healthier. China’s future lies with its
shoppers, not its exporters, and services, incomes and con-
sumption are resilient. If the worst happens, the central bank
has plenty of room to loosen policy. After a cut in interest rates
thisweek, the one-year rate still standsat4.6%. The economyis
slowing, but even 5% growth this year, the low end of reason-
able estimates, would add more to world output than the 14%
expansion China posted in 2007.

China is not in crisis. However, its ability to evolve smooth-
ly from a command to a market economy is in question as nev-
er before. China’s policymakers used to bask in a reputation
for competence that put clay-footed Western bureaucrats to
shame. This has suffered in the wake of their botched—and
sporadic—efforts to stop shares from sagging. Worse, plans for
reform may fall victim to the government’s fear of giving mar-
kets free rein. The partywants to make state-owned firms more

efficient, but not to expose them to the full blast of competi-
tion. It would like to give the yuan more freedom, but frets that
a weakening currency will spur capital flight. It thinks local
governments should be more disciplined but, motivated by
the need for growth, funnels credit their way.

FearsoverChina are feeding the second worry—thatemerg-
ing markets could be about to suffer a rerun of the Asian finan-
cial crisis of 1997-98. Similarities exist: notably an exodus of
capital out of emerging markets because of the prospect of
tighter monetary policy in America. But the lessons of the
Asian crisis were well learned. Many currencies are no longer
tethered but float freely. Most countries in Asia sit on large for-
eign-exchange reserves and current-account surpluses. Their
banking systems rely less on foreign creditors than they did. 

If that concern is exaggerated, others are not. Aslowing Chi-
na has dragged down emerging markets, like Brazil, Indonesia
and Zambia, that came to depend on shovelling iron ore, coal
and copper its way (agricultural exporters are in better shape).
From now on, more of the demand that China creates will
come from services—and be satisfied at home. The supply glut
will weigh on commodity prices for other reasons, too. Oil’s
descent, for instance, also reflects the extra output of Saudi
Arabia and the resilience ofAmerican shale producers. Sliding
currencies are adding to the burden on emerging-market firms
with local-currency revenues and dollar-denominated debt.
More fundamentally, emerging-market growth has been slow-
ing since 2010. Countries from Brazil and Russia have squan-
dered the chance to enactproductivity-enhancingreforms and
are suffering. So has India, which could yet pay a high price.

The rich world has the least to fear from a Chinese slow-
down. American exports to China accounted for less than 1%
of GDP last year. But it is hardly immune. Germany, the Euro-
pean Union’s economic engine, exports more to China than
any other member state does. Share prices are vulnerable be-
cause the biggestfirmsare global: ofthe S&P 500’s sales in 2014,
48% were abroad, and the dollar is rising against trading-
partnercurrencies. In addition, the bull markethas lasted since
2009 and price-earnings ratios exceed long-run averages. A
savage fall in shares would spill into the real economy. 

Ageing bull
Were that to happen, this weekhas underlined how little room
Western policymakers have to stimulate their economies. The
Federal Reserve would be wrong to raise rates in September, as
ithasunwisely led markets to expect. Othercentral banks have
responsibilities, too. Money sloshing out of emerging markets
may try to find its way to American consumers, leading to ris-
ing household borrowing and dangerous—and familiar—dis-
tortions in the economy. So Europe and Japan should loosen
further to stimulate demand.

Monetary policy is just the start. The harder task, in the
West and beyond, is to raise productivity. Plentiful credit and
relentless Chinese expansion kept the world ticking over for
years. Now growth depends on governments takinghard deci-
sions on everything from financial reforms to infrastructure
spending. That is the harsh lesson from China’s panic. 7

The Great Fall of China

Fearabout China’s economycan be overdone. But investors are right to be nervous 

Leaders
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GETTING divorced? Going to
the doctor? Flushing a loo?

If so, you are increasingly likely
to receive a bill from the govern-
ment. As cash-strapped Western
countries try to balance their
books without raising unpopu-
lar taxes, they are charging high-

er fees for everyday services. American cities tap their resi-
dents for around a quarter more in such charges than they did
at the turn of the century. Half the countries in the EU have in-
creased health-care charges since the financial crisis. In Britain,
where a severe fiscal squeeze is under way, new fees are pop-
ping up in unexpected places, from the criminal courts to mu-
nicipal pest-control agencies (see page 46).

Pay-as-you-go government has advantages. Charging for
services helps allocate resources efficiently, deterring over-
consumption, just as parking meters stop people hogging
spaces. And far from being uniformly regressive, fees can be
fairer than general taxation. Selling water by the litre, as Ire-
land controversiallybegan to do in January, meansfrugal users
pay less than those whose taps gush. Tuition fees reduce the
subsidies paid to students by those who never enjoyed the
benefit of university. Some of the biggest consumers of free or
subsidised services are the middle classes, who ought to pay.

But the recent spread of fees has less to do with economics
than with political expediency. Politicianshave seized on char-
ges as an easy way of raising money, and have inflated some
fees until they bear little relation to the cost of the service sup-
posedly being purchased. Too often the result is a regressive,
economically distorting swindle. 

It is no wonder charges are popular with governments.
Rather than being flagged up in finance bills, as new taxes are,
they can be slipped into legislation that attracts less scrutiny.

And they can be aimed at politically unorganised groups, rath-
er than the public at large, meaning they are less loudly op-
posed than tax increases or welfare cuts. Britain’s government
will lose fewervotes overa jump in the cost ofgetting divorced
than an equivalent cut in benefits to the elderly, say.

Yet when a charge exceeds the cost ofa service it becomes a
tax. Take, forexample, a visa fora dependent relative settling in
Britain. The fee is £2,141 ($3,370), more than treble the true cost
of processing the application. Immigrants pay a “surcharge”
for the National Health Service whether they use it or not. 

The easiest to soak are those who use the courts—literally a
captive market. In Britain new charges mean petty offenders
sometimes pay more in fees (over which judges have no dis-
cretion) than they do in fines. In America, whose courts are the
most entrepreneurial in the developed world, charges are so
high and widespread that many offenders end up in jail for
non-payment. Criminals elicit little sympathy, but victims are
being fleeced, too. After Britain introduced steep fees for em-
ployment tribunals in 2013, the number of sex-discrimination
claims fell by 83%, with no surge in the success rate, so far—sug-
gesting that people with strong cases have been priced out.

Giving with one hand
The root of the problem is an inability to raise money by more
transparent means—that is to say, taxation. In Britain local
councils are prevented from raising taxes by an overmighty
central government. Elsewhere, notably in America, politi-
cianshave an ideological allergy to tax increases. This newspa-
per shares their desire for small government. But advocating
low taxes while backing bogus, revenue-raising “charges” is a
phoneysortoffiscal responsibility. Asystem in which the pub-
lic finances are topped up by milking those unfortunate
enough to need servicesoverwhich the governmenthas a mo-
nopoly is not responsible, it is a scam. 7

Pay-as-you-go government

It’ll cost you

Charging forpublic services sometimes makes sense. Often, though, it is a racket

THE intensity of the argu-
ment in Washington, DC,

over the nuclear pact between
Iran, America and five other
powers is in some ways impres-
sive. Such an important agree-
ment merits close scrutiny. Sad-
ly, much of the talk has been

wildly misleading (see page 24). For example, Ted Cruz, a Re-
publican presidential hopeful, says the deal would make the
Obama administration “the leadingglobal financier” ofIslam-
ic terrorism, “sending billions to jihadists who will use that
money to murder Americans”. Some critics seem motivated

more by loathing ofBarackObama than by the flaws of the ac-
cord itself. Yet the White House has hardly been blameless, ei-
ther. Mr Obama’s insistence that rejection of the pact would
put America on a path towards war with Iran is cynically cal-
culated to play on voters’ fears. 

The fate of the deal will be decided over the next five or six
weeks. Given Republicans’ hostility, Mr Obama knows that he
will probably have to use his presidential veto following a first
vote in Congress on September 17th. The veto will stand (and
with it Mr Obama’s ability to suspend nuclear-related sanc-
tions) unless opponents muster a two-thirds “super-majority”
to override it. Just13 Senate Democrats would be enough to de-
liversuch a devastatingblowto theirpresident. So far only two

The Iran nuclear agreement

Lots of heat but not much light

The debate over the Iran deal is plagued byacrimonyand hyperbole. Both sides are missing the point
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2 have come out against it, but Mr Obama is not home and dry.
If only, instead of grandstanding, Congress and the admin-

istration could find a way to work constructively on the issues
raised by the accord. But thatwould first require critics to aban-
don the fantasy that a much better deal could be reached by re-
jecting this one and ramping up sanctions. This agreement is
not bilateral, between Iran and America, but multilateral, be-
tween Iran and the wider world, which has largely welcomed
it. If Congress scuppers it, America will find itself fighting, at
great diplomatic cost, a losing battle to keep sanctions from
rapidly eroding. As long as Iran did nothing too provocative,
that need not mean war. More likely is a resumption of diplo-
macy after some years, and a worse deal than the present one. 

For their part, the deal’s supporters should honestly recog-
nise the numerous problems it raises. They should strive to
mitigate them by ensuring that its implementation is as rigor-
ous as possible and that Iran is still deterred from acquiring nu-
clear weapons even after the main provisions expire.

Among those legitimate concerns are: the almost immedi-
ate unfreezing of about $50 billion (figures of $150 billion are
wide of the mark) of Iranian assets, some of which could be
used to strengthen Iran’s proxies in the region, such as Hizbul-
lah; whether International Atomic Energy Agency inspectors
will get timely access to suspicious sites; whether the provi-
sions for sanctions “snapping back” in the event of Iranian
cheating will work; the impact of lifting the embargo on ballis-
tic-missile technology after eight years; and, most crucially,

what can prevent Iran from making a dash for nuclear weap-
ons after15 years, when most of the constraints lapse.

The right response to all these worries is not scrapping the
deal but reinforcing it. The problem of what happens after 15
years can at leastpartiallybe dealtwith bya firm and enduring
American commitment, backed by Congress, to use all means,
including military force, to prevent Iran from ever crossing the
nuclear threshold. America must also commit both money
and intelligence resources to help the inspectors in their work.
And it must have agreements in place with the other signato-
ries for expediting access to suspicious sites and for punishing
even minor Iranian infractions with restored sanctions. What-
ever the status of the arms and missile embargoes, America
must be clear that it will use all other tools at its disposal to
curb Iranian military power and Iranian support for terrorist
proxies. The threat of a wealthier Iran stirring up more trouble
can only be tackled by determined American re-engagement
with the region.

Because it’s worth it
The weaknesses in the Iran accord spring from the compro-
mises that were needed to secure an agreement. But, overall, it
achieves its chief aim of preventing Iran from getting nuclear
weapons while its main provisions remain in place. And it
holds out hope for the future by strengthening those Iranians
who want better relations with the West. Imperfect though it
is, the deal deserves the senators’ support. 7

ISLAMIC STATE (IS) does not
hide its brutality. When it

burnsmen alive or impales their
heads on spikes, it posts the vid-
eos online. When its fighters en-
slave and rape infidel girls, they
boast that they are doing God’s
will. So when fugitives from IS-

occupied Syria or Iraq say they are frightened to return home,
there is a good chance they are telling the truth. 

The European Union is one of the richest, most peaceful re-
gions on Earth, and its citizens like to think that they set the
standard for compassion. All EU nations accept that they have
a legal duty to grant safe harbour to those with a “well-found-
ed” fear of persecution. Yet the recent surge of asylum-seekers
has tested Europe’s commitment to its ideals, to put it mildly
(see page 41). Neo-Nazi thugs in Germany have torched asy-
lum-seekers’ hostels. An anti-immigrant group is now the
most popularpolitical party in Sweden. Hungary’s prime min-
ister, channelling his inner Donald Trump, warns that illegal
migrants, especially from Africa, threaten hisnation’s survival. 

Some perspective is in order. Roughly 270,000 asylum-
seekers have reached Europe by sea so far this year. That is
more than arrived in the whole of 2014, but it is still only one
asylum-seeker for every 1,900 Europeans—and many will be
turned away. Much poorerparts ofthe world have seen farbig-
ger inflows. Tiny Lebanon has welcomed 1.1m Syrians, roughly

a quarter of the local population. Turkey has taken 1.7m. Tanza-
nia, a country where the average income is one-fiftieth of the
EU’s, has hosted hundreds of thousands of Congolese and Bu-
rundian refugees for decades, with few complaints. By con-
trast, when the European countries where Arab and African
refugees first arrive (such as Greece and Italy) asked for help
with looking after them, other EU states grudgingly agreed to
take a paltry total of32,256 over two years. 

Doing well by doing good
Europe can and should do better. And not just for moral rea-
sons but for selfish ones, too. Europe’s labour force is ageing
and will soon begin to shrink. Its governments have racked up
vast debts which they plan to dump on future generations.
This will be harder if those future generations are smaller. Im-
migrants, including asylum-seekers, are typically young and
eager to work. So they can help ease this problem: caring for
the elderlyand shoulderinga share ofdebts theyhad no role in
running up. Africans and Arabs are young. Europe can borrow
some of their vitality, but only if European governments han-
dle all types of migration more sensibly, which will be politi-
cally hard and require reform in labour markets, too.

The screening of asylum-applicants should be firm. Syria is
a hellhole; Albania is not. But it should also be swift and gener-
ous. People who cross deserts and stormy seas to get to Europe
are unlikely to be slackers when they arrive. On the contrary,
studies find that immigrants around the world are more likely 

Migration to Europe

Let them in and let them earn

Asylum applications
To the EU, monthly, ’000

2012 13 14 15
0

20

40

60

80

Abiggerwelcome mat would be in Europe’s own interest



14 Leaders The Economist August 29th 2015

2 to start businesses than the native-born and less likely to com-
mit serious crimes, and that they are net contributors to the
public purse. The fear that they will poach jobs or drag down
local wages is also misplaced. Because they bring complemen-
tary skills, ideas and connections, they tend to raise the wages
of the native-born overall, though they may slightly reduce
those of unskilled local men. And the migrants themselves
benefit enormously. By moving to Europe, with its predictable
laws and efficient companies, they can become several times
more productive, and their wages rise accordingly.

Sceptics may retort that the cultural impact of migration is
profoundly unsettling, and that Europe is neither willing nor
able to absorb big inflows. Europeans recoil when they see
crowdsofunassimilated, jobless immigrants, as in parts ofPar-
is or Malmo. And they fear Islamist terrorism, especially after
the massacre at Charlie Hebdo and the disarming of a gun-

wielding Moroccan on a French train last week (see page 44).
Not all who express such fears are bigots. And it is clear that

monitoring of jihadist groups needs to be stepped up. But the
answer to the broader question—how can Europe assimilate
migrants better?—can be summarised in three words: let them
work. This formula does well in London, New York and Van-
couver. Jobs keep young men out of trouble. In the workplace,
migrants have to rub along with locals and learn their cus-
toms, and vice versa. Which is why policies that keep new-
comers idle are so destructive, from Britain’s restrictions on
asylum-seekers working to Sweden’s rigid labour laws that
make it uneconomic to hire the unskilled. Amore open Europe
with more flexible labour markets could turn the refugee crisis
into an opportunity, justasAmerica did with successive waves
of refugees in the 20th century, including plenty from Europe.
Let them in, and let them earn. 7

ISITvividly realistic—or is it still
just vapid razzmatazz? Virtual

reality (VR), a technology that
flopped in the 1990s, is making a
glitzy comeback. The dream of a
headset that can immerse you in
a detailed, realistic 3D world is
now being pursued in earnest

by a gaggle of startups and the giants of technology alike. Last
year Facebook bought Oculus, the most prominent VR fledg-
ling, for$2 billion. MarkZuckerberg, Facebook’s boss, says “im-
mersive 3D content is the obvious next thingaftervideo.” Goo-
gle supports VR in several of its products and is backing a
secretive new company called Magic Leap. Microsoft, having
missed the boat on smartphones, has developed an impres-
sive VR system named HoloLens. Tech leaders have decided
that VR could be the next big thing after the smartphone (see
page 61). Are they right?

The VR devicesappearing in the next fewmonthswill focus
on video-gaming, where VR is a natural fit. But the technology
will eventually have many other uses: in data visualisation,
education, communication and entertainment (including VR
pornography, which is already starting to appear). Whether
the 3D world is computer-generated or captured using special
cameras, rendering it fast enough to seem realistic—and for it
not to cause nausea—requires processing power, high-resolu-
tion screens and motion sensors. Happily, all those things can
be found inside modern smartphones, which is making VR
hardware cheaper to put together. Smartphones have also
boosted VR thanks to adaptors that turn phones into basic
headsets, the cheapest ofwhich (devised by Google) are made
of cardboard and cost $10. These cannot compete with high-
end VR headsets, but they offer much of the experience for less
than 5% of the price. Over the past year this has led to a surge in
the experimental production and consumption ofVR content.

As well as hastening the rise of VR, smartphones provide
an analogy for how the technology is likely to develop. VR to-
day is where smartphones were in 2001. Back then it was clear

that mobile phones, connected to the internet and armed with
cameras and colour screens, were going to be important. Sure
enough, people now use phones for everything from maps
and music to payments and picture-sharing. But the strongest
advocates of the smartphone revolution, such as Nokia, failed
to anticipate how it would play out, with the result that others
now dominate the new industry. The turning-point was Ap-
ple’s iPhone. With its touchscreen and elegant apps, it set the
model for the entire industry. VR has yet to have its iPhone mo-
ment. The idea is sound and the gear works, but today’s
chunky headsets are unlikely to conquer the mass market.

The future is a mixed picture
How might VR triumph? One intriguing possibility would be
to overlay graphics onto reality rather than replace it entire-
ly—a technique called mixed or augmented reality (AR). Archi-
tectural models will seem to stand on your desk and video-
game aliens will jump out from behind your sofa. Microsoft’s
HoloLens is taking this approach. Magic Leap, meanwhile, is
thought to be working on the technology for smaller and
lighter AR headsets: people would sooner wear sunglasses
and headphones than spend their day inside a motorbike hel-
met. AR could be the missing ingredient, just as the touch-
screen was for the smartphone.

For the time being, VR remains a promising technology,
worth watchingclosely, but still in a primitive incarnation. The
offspring of today’s VR systems will be ubiquitous in 2030, by
which time current devices will look as clunky as the folding
camera-phones of 2001 do today. If the smartphone is any-
thing to go by, the rise of VR will wrong-foot incumbent tech-
nology giants and turn obscure startups into household
names. Sci-fi novelists have already sketched out a bewilder-
ing range of uses of AR, from head-up displays for soldiers to
virtual jewellery that is drawn around the wearer by other
people’s headsets. Such fiction provides a helpful guide to the
potential impact of this emerging technology which, like the
internet and smartphone, promises to touch every field of
human endeavour. Just not very rapidly. 7

VR and the future of computing

Awaiting its iPhone moment

Virtual reality is a promising technology, but will not go mainstream in its current form
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An ideas revolution

You suggested a “use it or lose
it” rule to reform the patent
system (“Time to fix patents”,
August 8th). Such a rule may
have worked in the past, but
not in the 21st century. Today’s
technology products are so
complicated that small firms
cannot build the entire product
anymore. Many important
breakthroughs have their roots
in theoretical research that is
rarely built by their inventors.
Take the wireless cellular
networkas an example. Each
new generation of the wireless
networkutilises some funda-
mental academic idea invent-
ed more than ten years before
as its main driving force. How-
ever, the network is built by big
companies spending millions
ofdollars to develop those
ideas as products years later.

Adopting a use-it-or-lose-it
policy would mean that those
who invented the funda-
mental ideas would never
benefit from their inventions.
HAMID JAFARKHANI
Chancellor’s professor
University of California, Irvine

Although Big Pharma is as
dependent on patents as ever,
its lawyers have learned to be
more economical about which
patents matter. And unlike the
IT industry, patenting by drug
companies has declined in the
past decade.

That said, the patent system
poses existential hazards for
drug innovation. In the past,
the inventor ofa new medi-
cine might have counted on a
market ofmillions ofpatients,
allowing the drug to be sold at
a reasonable price. But as
universal treatments become
increasingly replaced by
“personalised medicine” for
genetic conditions afflicting

only hundreds or thousands of
people, simple arithmetic
forces the inventor to charge
each patient far more.

Unless inventing new
drugs becomes dramatically
cheaper we will have to accept
a ceiling on pharmaceutical
innovation dictated by limits
ofaffordability, or extend
patents past 20 years so that
inventors can charge lower
prices over a longer timespan.
The former option is depress-
ing, and the latter is unpopular.
I see no satisfactory solution to
the present patent system. But
asking governments to “reduce
the length ofpatents” as you
propose would not help.
PROFESSOR AMIR ATTARAN
Faculty of Law and Faculty of
Medicine
University of Ottawa

I spent many years designing
and developing marine water-
jet propulsion systems. My
company tookout patents on
specific design features that
contributed eventually to a
globally successful engineer-
ing enterprise and a widely
accepted efficient marine-
propulsion alternative. From
the 1960s to the 1980s, many
copied versions appeared
worldwide, capitalising on my
company’s pioneering efforts,
but little was done to protect
the patents through the courts.

We decided at the time not
to pursue patent violations
through expensive lawyers,
but rather to focus our efforts
on engineering developments
and improvements. In that
way we hoped to keep ahead
of the competition by consis-
tently providing a better pro-
duct. This approach worked,
and still does to this day. 

I remember my professor
ofmechanical engineering in
the 1950s saying that patents
are not worth the paper they
are written on.
GERALD DAVISON
Christchurch, New Zealand

As a patent lawyer I was in-
clined to accept the premise
that patent “trolls” are piranha,
eating the flesh of those truly
engaged in useful commerce.
But when I turned to pro bono
workI soon recognised that
many big businesses ignore

the patent rights of inventors
and smaller businesses, treat-
ing them as a nuisance.

Trolls serve a purpose, a
means ofenabling the
assertion of intellectual prop-
erty by inventors who simply
cannot otherwise do so, by
levelling the playing field in
the costs of litigation. 
STANLEY LIEBERSTEIN
Westport, Connecticut

Rather than decrying the
Chinese for not filing enough
overseas patents, you should
lookmore carefully at what
China is doing and why. Back
in the 1980s the Chinese stud-
ied the origins of the West’s
prosperity and concluded that
the patent system was an
important part ofeconomic
growth. The result, largely
based on German patent law,
was a legal system for patent
protection that is now one of
the world’s best. 

China’s 20-part intellectual-
property strategy is far more
comprehensive than anything
in the West. This extends even
to patent education in primary
schools. Hu Jintao, a former
president, said on many occa-
sions that “competition in the
future is competition in IP”. 
IAN HARVEY
Chairman
IP Centre Advisory Board
Tsinghua University x-lab
Beijing

Germany and Poland

You were calm and balanced
about the re-emergence of
German nationalism (“Strict
order”, August 8th). Ironic,
therefore, that your very next
article, on Poland’s opposition
party, Law and Justice (PiS),
should recall the de haut en bas
verbiage which at times still
resonates when Berlin tries to
grapple with uppity Poles
and other lesser breeds (“Less
crazy after all these years”).
Easterners are “nationalistic”
when they dare speakout;
Germans are always “Euro-
pean”, even (or especially)
when espousing the “naked
self-interest” you admit is
common in the German
Christian Democrat party.

You wonder whether PiS is
sufficiently sane because

KrzysztofSzczerski, the presi-
dent’s foreign-affairs supremo,
contended in an interview that
Germany should accede to
basic Polish needs. But Poles
have been asking for the same
things for ages: treatment for
Poles in Germany that is equal
to that for Germans in Poland,
a role with Ukraine, serious
NATO bases in the country,
and resistance to the wilder
fantasies ofEU climate-think. 

Thus Poles who are not
certifiably PiS artists or in thrall
to a “resentful religious nation-
alism” (whatever that might
be) can agree with Mr Szczerski
on these at least. As for his
tone, this irks you no end. I
have read the interview and
see no signs of“conditions”
laid down “haughtily”, nor
that he “harped on” about the
hardly contentious request for
Germany to treat Poland as
an “equal”. 
MACIEJ OLEX-SZCZYTOWSKI
Special adviser to the Polish
foreign ministry, 2011-12
Warsaw

Trumped up

Would it really matter if
Donald Trump became presi-
dent (Lexington, August15th)?
America’s whole system of
government is so clogged with
partisan interests from across
all segments ofsociety that
nothing would ever get done
anyway. Except perhaps Mr
Trump might declare war using
his executive powers. Apart
from that, what is there?
MERVYN MORRIS
Brisbane, Australia

The federal government
should consider moving all of
its sensitive information to
Hillary Clinton’s private e-mail
server. It would appear that
her success in securing her
data has been far superior to
what the feds have been able
to do with theirs. 
BEVERLY TUCKER
Lexington, Kentucky 7
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DIRECTOR (D-1 LEVEL)

UNU INSITUTE FOR WATER, ENVIRONMENT AND HEALTH
(UNU-INWEH)

(DUTY STATION: HAMILTON, ONTARIO, CANADA)

The United Nations University (UNU) is searching for an entrepreneurial director for 
its Institute in Hamilton, Ontario, Canada which focuses on global water challenges 
in relation to sustainable development, the environment and public health. The UNU-
INWEH Director has the overall responsibility for the organization and management of 
the Institute and its programmes under the direction of the Rector of UNU.

The Director is responsible for producing world class, policy relevant research that 
contributes to important policy debates within the United Nations and Member 
States and to the resolution of global water challenges. The Director is responsible 
for guaranteeing scientifi c excellence, building effective partnerships and providing 
guidance and inspiration for the conduct of UNU-INWEH activities. 

Implementation of UNU-INWEH’s strategic plan will be supported through an enhanced 
partnership with McMaster University, one of Canada’s leading research institutions.

Qualifi cations: A Doctorate in Environmental Sciences or Engineering, Economics, 
Ecology, Hydrology, International Development, Geography, or a related fi eld. Strong 
background in policy relevant research and international capacity development in the 
area of water, economics, environmental sustainability, public health or related fi elds.

Experience: Demonstrated leadership in advancing policy-relevant research; creating 
strong research networks and effective partnerships across the knowledge-policy-
practice continuum; and translating research outcomes into policy and on-the-ground 
applications. 

Candidates should possess excellent management and communications skills with 
fl uency in English.

CLOSING DATE: 15 OCTOBER 2015

For the complete information about this position, please visit http://unu.edu/about/hr

Applications from suitably qualifi ed women candidates are particularly encouraged.

The successful candidate is expected to take up the position by 1 July 2016.
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Senior Investment Strategist
Job description
APG Asset Management (APG AM) is seeking two Senior Investment Strategists for the 
Economics and Financial Market team in our Amsterdam offi ce. One of the positions 
requires native Dutch communication skills (written as well verbal).

As Senior Investment Strategist, you contribute to the development of APG’s long term 
scenarios – numbers and narratives. This process focuses on the main risks and uncertainties 

affecting Dutch pension funds’ investment portfolios. Using a variety of models, you 
connect macroeconomic fundamentals to medium and long term asset return expectations. 
Maintaining and expanding these models and valuation frameworks is part of your job. 

You are able to translate our views into concrete investment recommendations, and relay 
the analysis to internal and external audiences. Next to that, you provide the conventional 
support and advice to APG AM portfolio managers, with key research fi ndings and macro-

based tools to contribute to their investment strategy.

Profi le requirements
The Senior Investment Strategist we are looking for is numerate, articulate and of an 
inquisitive mind-set. You have experience in building relations and engaging with clients and 
colleagues across the breadth of the organisation. You show a strong team spirit combined 
with an ability to work independently on a wide range of simultaneous projects.

Furthermore, we ask for:
• 5+ years’ experience in funds management, policy or research (expecting a blend of 

both quantitative and fundamental analysis);

• Very strong analytical skills including strong understanding of econometric and 
fi nancial modelling;

• Strong written and verbal communication skills (English and/or Dutch).

Interested?    

More information about this position? 

Check https://www.apg.nl/en/joboffer/senior+investment+strategist/25521 
or contact Esther Scharloo, corporate recruiter, at +31 (0)6 10 02 88 33.

Executive Focus
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THE ability to make stockmarkets boo-
merang is usually reserved for central

bankers. But on August 24th, hours into a
global market rout that had started in Asia
and was sweeping its way through Europe
and then America, Tim Cook, the boss of
Apple, turned his hand to it. “I can tell you
that we have continued to experience
strong growth for our business in China
through July and August,” he wrote in an e-
mail to CNBC, a financial-news channel. “I
continue to believe that China represents
an unprecedented opportunity over the
long term.”

By the time Mr Cook felt it necessary to
opine on the state of the world’s second-
biggest economy, plenty had started to
question its prospects. Following weeks of
wobbling, the Shanghai stock exchange

had just cratered. A government once cred-
ited with near-magical powers to brow-
beat its economy into growth looked to
have misplaced its wand. Suspicions
abounded that a decades-long era of su-
perlative—if recently softening—economic
expansion might be coming to an end. So
the news that Chinese consumers were
still in the mood for new iPhones and
whizzy watches did more to assuage
nerves than reams of official pronounce-
ments from Beijing ever could. 

Apple shares reclaimed the $66 billion
they had lost; the Dow Jones blue-chip in-
dex, having opened down a calamitous
1,000 points, rebounded. But that was a
precursor for days of volatility. Many mar-
kets around the world crossed the line into
“correction” territory, having fallen more

than 10% from recent peaks, though some
were rallying as The Economist went to
press. Shanghai remained down by some
40%, a drubbing to rival the 2001 dotcom
crash, ifnot (yet) the 2008 miasma.

The effect has been felt beyond stock-
markets. A basket of commodities, includ-
ingeverythingfrom steel to wheat, has fall-
en to its lowest level this century; oil is at
six-and-a-half year lows. Emerging-market
currencies have been hammered. The VIX
index, a measure of fear in markets,
jumped this week to its highest level since
2011. The see-sawing in stocks may even
have put cracks in the architecture of mar-
kets: many exchange-traded funds, which
investors use to buy baskets of stocks or
other assets, decoupled from their under-
lying components, trading at nerve-wrack-
ing discounts. (Others blamed this on an
ill-timed computer glitch.)

Investors are now trying to delve be-
yond iPhone shipments and gauge where
China’s economy—and so the world’s—
stands. In terms of global impact, a “hard
landing” in China would now rival an
American depression. Countries from
Australia to Angola have grown richer 

Taking a tumble

SHANGHAI

Stockmarket turmoil in China need not spell economicdoom. But it does raise
questions farbeyond the country’s shores
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2 from digging stuff out of the ground and
shipping it to China. Industries from car-
making to luxury goods look to China for
new business. It has been the most stable
contributor to world economic growth.
Will that continue?

Certainly, there are reasons to think it is
in trouble. Exports are stumbling, bad
loans rising and the industrial sector at its
weakest since the depths of the global fi-
nancial crisis. Never entirely credible, the
government’s claims that the economy is
chugging along at 7% now elicit derision.

Even more alarming is the way these
stresses appear to be showing through in
itsmarkets. On August11th the central bank
stunned investors by devaluing the yuan,
whose rate it “guides” through regular in-
terventions. The currency moved more in
a day than it does in most months. The de-
valuation looks to have been a technical
change to the way the exchange rate is
managed. But thanks to poor communica-
tion, many saw it as China’s first fusillade
in a global currency war. Markets around
the world have been on tenterhooks ever
since. Capital outflows from China have
shot up as investors have soured on the
economy.

And then there is the daily carnage in
the stockmarket. The government has
thrown at least 1 trillion yuan ($156 billion)
at buying shares in order to stabilise them,
only to see prices plunge even more viol-
ently. The fear is that all this market turmoil
speaks to deeper fractures in the founda-
tions of the Chinese economy, with the en-
tire edifice at riskof toppling over. 

So is this the hour of China’s crisis?
Highly unlikely. Though the economy
faces grave problems, the financial tumult
is misleading. China’s stockmarket has
longbeen derided asa casino, and for good
reason. The bourse is small relative to the
economy, with a tradable value of a third
of GDP, compared with more than 100% in
developed economies. Stocks and eco-
nomic fundamentals have little in com-
mon. When share prices nearly tripled in
the year to June, they no more reflected a
stunning improvement in China’s growth
prospects than their collapse since then
has foreshadowed a sudden deterioration. 

Less than a fifth of China’s household
wealth is invested in shares; their boom
did little to boost consumption and their
crash will do little to slow it. Punters bor-
rowed lots of money to buy stocks in good
times, to be sure, and some ofthatdebt will
default. But it amounts to just 1% of total
banking assets, a potential hit that, al-
though unpleasant, is hardly systemic.

The property market matters far more
for China’s economy than equities do.
Housing and land account for the vast ma-
jority of collateral in the financial system
and play a much bigger role in spurring on
growth. Yet the barrage of bearish head-
linesaboutshare priceshasobscured news

of a property rebound. House prices have
perked up nationwide for three straight
months. Two monthsafter the stockmarket
first crashed, this upturn continues. 

On the downside, there is little chance
this rebound will translate into a big accel-
eration in building activity, because Chi-
nese developers still have to work through
a glut of unsold homes, the legacy of their
building frenzy of recent years. But the sta-
bilisation of prices reduces the risk of a
property-market crash—an event that
would be for China what a stockmarket
crash would be in America or Japan.

Some think China has, in fact, already
suffered the hard landingdreaded by econ-
omists. They point to weakness across a
broad range of physical indicators used as
proxies for Chinese growth because the
government’s official data are seen as iffy.
Cargo moved by rail has declined, electric-
ity consumption is anaemic and producer
prices are mired in deflation. Add it all up,
the sceptics say, and China’s annual
growth looks to be just 2-3%. 

This downbeat assessment oversimpli-

fies the economy. Heavy industry is, with-
out question, struggling. The north-eastern
rust belt is on the brink of recession. But
China is a continent-sized economy, fuel-
led by more than just the construction of
homes and railways. The service sector,
which now accounts for a bigger share of
national output than industry, is growing
quickly. Retail sales remain strong, as Ap-
ple’s Mr Cook was so keen to point out.
Economic growth is almost certainly low-
er than the rate reported by the govern-
ment. But it appears to be within the range
ofa soft landing.

Further turbulence would be manage-
able. On August 25th the central bank cut
interest rates and reduced the portion of
deposits that banks must lock up as re-
serves. Even with these cuts, the latest in a
months-long easing cycle, benchmarkone-
year lending rates still sit at 4.6%, while re-
quired reserve ratios are 18% for big banks.
The central bank looks set to continue cut-
ting both, reducing funding costs for bor-
rowers and freeing up more money for

banks to lend. These are the sorts of levers
most Western economies do not have.

On the fiscal side, forall the talk ofmini-
stimulus measures, the government has in
fact exercised remarkable restraint. It
aimed for a budget deficit of 2.3% of GDP
this year, a bit more than in previous years.
But as of July it was still in surplus, having
raised more in taxes than it had spent. This
suggests it still has plenty of petrol in the
tank if it wants to rev up growth.

A mess to mop up
Even if China holds up well enough now,
there is still the worry that a sharper slow-
down lies ahead. The government faces
dauntingchallenges in managing the econ-
omy. It is trying to clean up the debt mess
left over by the stimulus of 2009, when it
unleashed a mammoth investment spree
to fight offthe global financial crisis. 

Debt, by some counts, has reached
more than 250% of GDP, almost doubling
over the past seven years. Increases of that
magnitude have presaged crises in other
countries, from Japan to Spain. At the
same time structural trends are turning
against China. Its working-age population
is now shrinking.

Arange ofreformscould help China tap
new sources of growth: allowing private
companies to compete properly with state
firms; fostering the rule oflawto give entre-
preneurs more confidence to invest; and
relaxing residency controls that stunt the
free flow of its people. For the time being,
however, these run against the Commu-
nist Party’s reflexive need for control. 

The turmoil of the past two months has
sowed doubts about whether the govern-
ment has either the inclination or the skill
to push through reforms. For all the flaws
of China’s political system, many outside
the country had viewed its leaders as eco-
nomically adroit, capable of bringing
about rapid growth and snuffing out risks.
Now they are not so sure. 

The government’s ill-fated response to
tumbling markets has severely tarnished
thataura ofcompetence. The markets regu-
latorbanned short-sellingand halted IPOs;
traders and a journalist are being probed
for spreading rumours. State-owned com-
panies bought back their own shares. The
central bank lent cash to an agency that
vowed to push the market back up. State
media boasted that the “national team”
would triumph. It did not. The market sank
lower, eroding the government’s reserves
as well as its credibility. 

China’s stockmarket should eventually
find its feet and the devaluation debacle
may recede into memory, but the political
damage will be lasting. These episodes
have raised unsettling questions about the
commitment of Chinese policymakers to
the market reforms needed to shore up the
long-term health of the economy. An un-
usual editorial in the People’s Daily, 

2Unsteady beat
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2 mouthpiece of the Communist Party, said
last week that Xi Jinping, China’s presi-
dent, wanted to make deep reforms but
had encountered resistance “beyond what
could have been imagined”. Some guess
that former leaders are pushing back
against Mr Xi, who has led an anti-corrup-
tion drive that has made him China’s most
powerful leader since Deng Xiaoping. Oth-
ers say that civil servants, fearful of this
campaign, are sitting on their hands, afraid
ofdoing much ofanything.

Senior government and party officials
have said almost nothing about the tur-
moil, which has fuelled speculation of di-
visions at the top. The prime minister, Li
Keqiang, who oversaw the failed attempt
to prop up the stockmarket, is likely to
come in for particular criticism.

But Mr Xi himself can hardly escape
scrutiny. Unlike most of his predecessors,
who left the economy to theirprime minis-
ters, the president has immersed himself
in economic decisions. He chairs new
policymaking bodies on reform and fi-
nance. This makes it harder for him to es-
cape blame when things go wrong.

If China does, after a bumbling few
months, press on with its reform agenda, it
could yet pull off the amazing trick of
opening up and modernising its economy
without suffering a serious crisis. But even
if it succeeds, there will be negative conse-
quences for others. The economy is rebal-
ancing, albeit slowly, away from invest-
ment and towards consumption (see chart
3). China still has many more homes, high-
ways and airports to build, but the trend
away from them is unmistakable. 

Rebalancing act
As a result, its appetite for commodities
has probably peaked. That is bad news for
companies and countries that prospered
over the past decade by selling it moun-
tains of iron ore, copperand coal. A decline
in Chinese consumption would be ofhuge
consequence: it absorbs about half the
world’s aluminium, nickel and steel, and
nearly a third of its cotton and rice.

Arguably worse for some emerging
economies than the prospect of a Chinese
slowdown is the reality ofresurgent Amer-
ican growth. The rich world’s anaemic
post-crisis recovery has ensured that glo-
bal interest rates remain at rock-bottom.
The monetary stimulus has been boosted
by “quantitative easing” (QE), bond-buy-
ing designed to make policy even looser.
With bond yields depressed in America,
investors piled into emerging-market
bonds in the search for decent returns.

The daysofcheap American moneyap-
pear to be numbered. The Federal Re-
serve’s QE programme was wound down
last year and it is now contemplating rais-
ing interest rates for the first time since
2006. That prospect has driven up the dol-
lar, which has risen by a weighted average

of 17% against the currencies of its trading
partners in the past two years and by con-
siderably more than that against emerging-
market currencies. 

This is a dramatic shift given that expec-
tations of future rate rises in America are
modest. But much of the money that
flowed into emerging markets was pushed
there by the falling yields on offer in Amer-
ica and pulled by the lure of racier returns.
Capital has already started to flow out of
emerging markets. If and when the Fed in-
creases rates, investors will promptly repa-
triate more money to America.

The countries most vulnerable to such
a reversal are those with biggish current-
account deficits—in other words those that
relied on foreign capital to bridge the gap
between what they spent and what they
earned from trade. The countries most ex-
posed to shifts in China’s economy, mean-
while, are the commodity exporters who
supply the raw materials for the steel gird-
ers and copper piping that have under-
pinned the construction boom. 

Brazil suffers on both counts. Its curren-
cy, the real, has fallen by more than a third
against the dollar in the past yearand by al-
most half since May 2013, when the Fed
first hinted that its bond-buying would
taper off—prompting a wobble across
emerging markets dubbed the “taper tan-
trum”. Brazil’s central bankhas raised rates
to 14.25% to tackle the inflation caused by
the real’s dive. The economy is in reces-

sion. Investment in mining and in offshore
oil has collapsed. 

The currencies of other commodity-in-
tensive countries nearby, such as Argenti-
na and Mexico, have also fallen heavily
against the dollar. Among emerging-mar-
ket currencies only the Russian rouble—
slammed by the collapse in oil prices and
by sanctions related to Ukraine—has fared
worse than Latin America’s miners. Ma-
laysia and Indonesia, the two commodity
exporters closest to China, have also been
caught up in the sell-off. 

After two years of persistent selling,
such currencies have begun to look cheap
when set against conventional bench-
marks. But that has not stopped them fall-
ing further in recent weeks as concerns
about China’s economy have intensified.
The Colombian peso, the Malaysian ring-
git and the rouble have been among the
hardest-hit currencies in the past week. 

The unenviable third bucket
Despite being a commodity exporter,
South Africa largely missed out on the Chi-
na-led raw-materials boom, because of
weaknesses in its transport and power in-
dustries (see page 37). It belongs more
readily with Turkey in a separate category
of emerging markets that have suffered
badly because of an over-reliance on hot
money to finance a large current-account
deficit. Both economiesare inflation-prone
and have low domestic savings. They also
share a tendency to do well when global
capital flows freely and to do badly when,
asnow, investorsare choosieraboutwhere
they park their money. 

Ironically, some of the most resilient
countries have been those with the closest
trade links to China, such as South Korea,
Singapore and Taiwan. All have solid cur-
rent-account surpluses and healthy for-
eign-exchange reservesand so have little to
fear from capital flight in response to rising
interest rates in America. And as net im-
porters of raw materials, they benefit from
falling commodity prices. 

Even so, their currencies fell in the wake
of China’s devaluation in mid-August and
cracks have recently started to show in 
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2 their economies. GDP growth in Singapore
has dropped below 2%, the lowest rate for
three years. Surveys of purchasing manag-
ers point to falling manufacturing output
in Taiwan and South Korea. 

Factory-gate prices are falling across
Asia, too, reflecting excess capacity in in-
dustry. In China they have declined for 41
consecutive months; in South Korea and
Taiwan for 35 months; and in Singapore for
31 months, notes Chetan Ahya of Morgan
Stanley. Falling prices make it harder for
companies to service the debts they run up
to pay for new capacity in the boom years. 

Producer prices are falling even in infla-
tion-prone India, which is one of the rela-
tive bright spots in emergingmarkets. India
is less tied to China than other economies
in Asia and, as a net oil importer, benefits
from low crude prices (caused, mostly, by
abundant supply in Saudi Arabia and
America rather than Chinese wobbles). Its
junior finance minister even speaks of tak-
ingup the baton offast growth from China.
The worry is that such boasts reveal com-
placency about reforms that are needed in
India but have nevertheless stalled. 

With large chunks of the emerging
world in trouble, parallels are being drawn
with the Asian crisis of 1997-98. Yet many
of the factors that contributed to the inten-
sity of that debacle—and the brutality of
the recession in emerging Asia that fol-
lowed—are missing today. The chiefabsen-
tee is exchange-rate pegs, which were com-
mon in the mid-1990s. The illusion of
currency stability that such pegs fostered
led to a build up of dollar-denominated
debts in emerging Asia. When capital in-
flows dried up, the pegs broke. Currencies
quickly plunged in value, pushing up the
cost ofdollar debts. 

These days far more emerging markets
allow their currencies to float. By contrast
with what happened in 1997, the recent
flood of capital from the rich world into
emerging markets went largely into local-
currency bonds. Foreigners own between
25% and 50% of the stock of government
bonds in Brazil, Turkey, South Africa, Indo-

nesia, Malaysia and Mexico, according to
Morgan Stanley. For a while the momen-
tum behind capital flows meant rich-
world investors enjoyed a virtuous circle
of higher bond prices and stronger curren-
cies. Now that cycle has turned vicious but
it is the currency (and thus the lender, not
the borrower) that has adjusted most.
Emerging markets typically have far larger
arsenals of foreign-exchange reserves—
and healthier current-account balances—
than they did in the 1990s. 

For these reasons the latest emerging-
market dust-up lacks the severity of the
1997-98 crisis. But in at least one regard it is
more worrying. The weight of emerging
markets in global GDP is now much heavi-
er, mostly because of China’s greater mass
(see chart 4, previous page). Slower growth
there is felt more keenly in rich countries.
Worryingly, world trade suffered its biggest
fall since 2009 in the first halfof this year.

There is one other contrast with the late
1990s. More recently the search for yield in
exotic places took rich-world pension
funds to the farthest edge of the investing
universe: “frontier” markets, which are

typically poorer and have less developed
financial systemsthan mostemergingmar-
kets. Resource-rich Africa was one of the
busiest parts of the frontier. Countries that
had not long ago been freed from punitive
debt burdens were suddenly able to bor-
row cheaply, albeit in dollars. Sixteen
countries in sub-Saharan Africa have now
issued such foreign-currency bonds, says
Stuart Culverhouse of Exotix, a broker.
With commodity revenues falling, repay-
ment could get tricky. Firms that borrowed
in dollars could face similar troubles—in-
cluding some in China that have done so
through opaque offshore arrangements.

Quite when the turmoil associated
with the end of easy money comes to pass
largely depends on the Fed. Before the tu-
mult, markets priced the chance of a Sep-
tember rate rise at over 50%; now the prob-
ability is closer to 25%. Grandees such as
Larry Summers, a former treasury secre-
tary, and Bill Dudley, head of the New York
Fed, have expressed scepticism about a
rate rise next month.

Yet the Fed may plough on regardless.
America’s economy is well insulated from
the Chinese shock: just 8% ofAmerican ex-
ports, worth 0.7% of GDP, go to China.
When discussing the timingofinterest-rate
rises, Janet Yellen, the Fed’s chairman, usu-
ally focuses on the domestic labourmarket
rather than the fate ofdistant economies. If
a jobs report on September 4th shows
strong employment growth, the Fed could
well raise rates despite market volatility.

After the “taper tantrum” of 2013, a
“rate-rise rumble” was always a possibility
as the prospect of Fed action neared. That
has affected all emerging markets—includ-
ing China. The crash in Shanghai was not
evidence of a Chinese economy on the
brink. Nevertheless, policymakers in Beij-
inghave chosen a bad time to lose so much
of their credibility as the world economy’s
safest hands. 7
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AFTER the baking heat of a Virginia sum-
mer, the spent fuel pool at Surry Nuc-

lear Power station, which sits on the James
river in the south-east of the state, looks al-
most worth jumping into. That would be
unwise. Some 25 feet below the surface of
the clear blue water, the tops of radioactive
fuel assemblies glisten. Every 18 months a
new load of spent fuel—uranium pellets
encased in zirconium—is removed from
the power station’s two reactors and put
into the pool, which absorbs the excess
heat and some of the most dangerous (and
short-lived) radiation. There it sits for five
years, before being moved outside into
concrete containers which look like huge
washing machines.

But what then? Since the start of Barack
Obama’s term in office in 2009, America
has had no long-term plan for its nuclear
waste. As a candidate, Mr Obama prom-
ised to oppose the long-term plan to build
a repository in Yucca Mountain, some 80
miles (129km) north-west of Las Vegas, to
win the support of Harry Reid of Nevada,
the Democrats’ leader in the Senate. As a
result, some 70,000 tons is waiting at pow-
er plants such as the one at Surry, in silos or
in pools. Mr Reid, like Mr Obama, is stand-
ing down in 2017. Their successors will face
a difficult question: how to reopen the de-
bate about what to do with spent fuel.

In the early days of the nuclear age,
when the priority was beating the Soviet
Union, nuclear waste, much of it from

er generates a fifth of America’s electricity;
its 99 reactors account for almost a third of
all nuclear power generated worldwide.
Five more are under construction—the first
to be approved since the 1970s—partly
thanks to federal loan guarantees intended
to boost clean energy production. The
waste they generate has been stored safely,
but it will stay dangerously radioactive for
tens of thousands of years. That requires a
longer-term plan than leaving it outside,
however well encased in concrete.

Under the 1982 Nuclear Waste Policy
Act, the federal government pledged to dis-
pose of nuclear waste—both civilian and
military—permanently. Several possible
plans were drawn up, many involving
burying the waste in salt deposits deep un-
der ground. To pay for this eventual cost, a
levywasadded to the billsofconsumers of
nuclear power.

But politics got in the way. In 1987 Con-
gress determined that only one place, Yuc-

weapons programmes, was disposed of
without much care. Spent fuel was left to
disintegrate in pools; liquid waste was bu-
ried in tanks where it could leak into
groundwater. That has left places such as
Hanford, a former weapons-production
site in Washington state, deeply contami-
nated. The cleanup there involves some
11,000 workers, costs around $3 billion a
year and will not finish before 2046.

The problem now, however, is civilian
waste from power plants that came online
in the 1960s, 1970s and 1980s. Nuclear pow-
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Teamsters

Truckin’ on

CONOR MCGREGOR, also known as
“The Notorious” and “The Dub-

linator”, is a mixed martial arts star and a
big draw for the Ultimate Fighting Cham-
pionship (UFC), the largest mixed martial
arts promoter. A recent McGregor fight in
Las Vegas fight drew16,000 fans with a
$7.2m live gate and 1m pay-per-view
buys. The sport has come a long way
from its early days when eye-gouging
was permitted. Once described by John
McCain as “human-cockfighting”, it is
now mainstream and immensely pop-
ular. Millions ofAmericas happily pay
$59.99 a go to watch top fights on pay-per-
view television. In 2013, one of the own-
ers of the UFC bragged to your corre-
spondent that it was the world’s most
valuable sporting franchise.

Mr McGregor reportedly earned
$500,000 (not including bonuses or

sponsorships) for a recent bout. But most
UFC fighters make decidedly less. The
median pay per fight is $24,500, and most
pugilists get in the ring only a couple of
times a year. Some fighters think the
muscle ofa union might help them get
better pay and more say. Earlier this
month, the Teamsters, along with a local
culinary union, announced that they
intended to help fighters organise.

The Teamsters were once a powerful
labour force and infamously corrupt.
This is no longer the case. In January the
federal government said it would soon
end 25 years ofstrict oversight of the
Teamsters to stamp out corruption. At its
peak, it had 2m members. Today it has
1.4m. The heart of the union was made
up of lorry drivers, but in the early 1980s
the trucking industry was deregulated.
New companies were formed which
preferred to workwith non-union driv-
ers, whose compensation was typically
26% less than union drivers. Before dereg-
ulation, the Teamsters had more than
400,000 truckers among its ranks. Today
it has only100,000. More than 250,000
members workat UPS, the courier com-
pany. It is the largest single employer of
the union’s members.

Deregulation also caused the Team-
sters to diversify, says Lee Adler of Cor-
nell University. It has 80,000 airline
workers, including flight attendants and
pilots. It has bakers, cheesemakers, yo-
gurt processors and vegetable workers.
Its members include warehouse staff,
railway engineers, secretaries and print-
ers. The union also has 273,000 public
servants, including police officers, sher-
iffs, school bus drivers and public defend-
ers. In St Louis many brewers are Team-
sters. Pennsylvania has some Teamster
zookeepers. They ought to have plenty to
talkabout with the MMA fighters, who
also work in cages.

NEW YORK

The Teamsters, a pugnacious union, want to sign up actual fighters

Coming soon to a picket line near you

ca Mountain in Nevada, would be consid-
ered. This, says Richard Stewart of New
York University Law School, was the result
of a stich-up between two congressmen
who did not want their states to host waste
dumps. Tom Foley, the then House major-
ity leader, and Jim Wright, the Speaker,
blocked proposals for sites in their home
states ofWashington and Texas.

Nevadans nickname the 1987 amend-
ment the “screw Nevada” bill, and they
have fiercely resisted implementation.
Some $15 billion has been spent on build-
ing the repository at Yucca Mountain, but

no waste has been moved there. Nevadans
are quick to point to the damage done to
their state by nuclear-weapons tests. Since
2010, the Department of Energy has for-
mally ruled the facility out. In a lawsuit in
2013, the government was forced to stop
collecting the levy on nuclear power until
a plan exists for a permanent site. It has
also been forced to pay utility companies
for the costs of storing waste temporarily,
since it did not start collecting waste fuel in
1998, as the original law dictated.

Some hope Yucca Mountain might be
reopened bya newpresident. “The onlyas-

pect of used fuel in this country that has
been problematic is the politics”, says John
Keeley of the Nuclear Energy Institute, an
industry lobby group. In January the Nuc-
lear Regulatory Commission, the regula-
tor, concluded that the site is safe for the
disposal ofwaste. But the worries of Neva-
dans—that moving spent fuel on railways
might lead to spills, or that radioactivity
could leak into the environment—remain.

Recent experience doesn’t help. Ameri-
ca already operates one of the world’s few
deep storage sites for radioactive waste—
near Carlsbad, in New Mexico. It stores
waste mostly from nuclear-weapons pro-
duction. In February 2014 the facility suf-
fered two crippling accidents. One was ap-
parently caused by workers packaging
waste with the wrong sort of cat litter. The
plant-based “Swheat Scoop” brand they
used, unlike the mineral-based kind they
were meant to, did not absorb radioactiv-
ity very well. The facility has not accepted
any new waste since.

While there is no long-term solution for
civilian waste, utility firms improvise.
More of the stuff is being moved from
pools into concrete casks: at Surry, around
three-quarters of the waste is stored this
way. These containers, technicians reckon,
could safely last for a few hundred years.
They are not easily interfered with, and
they do not need a great deal of mainte-
nance, unlike pools, where spent fuel can
leak or corrode. Yet given how long the
waste will remain radioactive, that is not
altogether comforting. 7

WITHIN three weeks, on September
17th, Congress will have had its

chance to vote on the Iran nuclear deal ne-
gotiated by America with five other world
powers. With Republican majorities in
both the House of Representatives and the
Senate, such is the extent ofpartisan polar-
isation on the issue, a vote against the
agreement is certain. That will count for lit-
tle, however. Republican opponents of the
deal have always known that their only
chance of blocking it and preventing Ba-
rack Obama from suspending nuclear-re-
lated sanctions was to gain a two-thirds
majority to override the inevitable presi-
dential veto. That is now looking unlikely.

To get the supermajority required to
overturn Mr Obama’s veto, Republicans
need to persuade at least 13 Senate Demo-
crats and 44 House Democrats to vote with
them and against their president’s most

The fight to stop the nuclear deal

Counting heads

Political polarisation is helping Barack
Obama to preserve the Iran deal
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2 important foreign-policy achievement.
The Senate has always been seen by oppo-
nents ofthe deal as theirbest bet. But so far,
only two Democratic senators, Bob Me-
nendez ofNew Jersey and ChuckSchumer
of New York, have said they will vote
against the deal. Mr Schumer is the pre-
sumptive next leader of his party in the
Senate, but is now at odds with all his most
senior colleagues. This week Patty Murray
of Washington, the only member of the
Democratic leadership not to have de-
clared her position, came out in favour. 

Ms Murray’s support puts Mr Obama
just five votes short of the 34 he needs to
sustain his veto. The Senate majority
leader, Mitch McConnell, recently conced-
ed that Mr Obama had “a great likelihood
of success” to get the deal passed. It is even
possible that the president will not have to
use his veto. The Republicans still need
four more Democrats to jump ship if they
are to overcome a Democratic filibuster
and thus send the measure to Mr Obama.

Undoubtedly helping to stiffen Demo-
cratic support is the language used by
some Republicans, particularly the GOP’s
presidential candidates, to condemn the
deal and Mr Obama personally. Rick Perry
says he would rip it up on the first day of
his presidency. Donald Trump reckons the
Iranians “are going to take over parts of the
world that you wouldn’t believe. And I
think it’s going to lead to a nuclear holo-
caust.” Not to be outdone by Mr Trump for
obnoxious invective, Mike Huckabee said
that Mr Obama would “take the Israelis
and march them to the door of the oven”.

Even less hyperbolic critics have stuck
to a simple line that the mullahs have tak-
en Mr Obama for a fool and his naivety
and weakness have put Israel at existential
risk. They have made little attempt to sug-
gest a better alternative other than one
even they must know does not exist (ie,
harsher sanctions leading to complete ca-
pitulation in Tehran and the dismantling
of the country’s entire nuclear infrastruc-
ture). Norhas there been any concession to
the international nature of the agree-
ment—much of it could go ahead even if
Congress decides otherwise. Public opin-
ion is understandably befuddled—polls
have shown narrow majorities both for
and against the deal, with lots undecided. 

Washington’s think-tanks have been in
overdrive churning out considered analy-
sis and advice (most of it broadly suppor-
tive of the deal), but are largely ignored by
the politicians. Gary Samore, a veteran
arms-control official now at Harvard’s Bel-
fer Centre, regrets the loss of a pragmatic,
moderate core in both parties that could
agree on foreign policy issues. “The Ameri-
can capacity to have a reasoned debate
about national-security issues,” he says,
“has really been damaged by the polarisa-
tion in Washington.” For the moment,
though, it is helping the president. 7

IN THIS mobile age, ever fewer people re-
main anchored to the place theygrew up,

especially not the powerful, with their cos-
mopolitan lives and multiple homes. Jim-
my Carter is an exception. He still lives in
Plains, the small town where he was born
in 1924, amid the flat, south Georgian land-
scape of farmland, pecan trees and super-
abundant churches—in one of which he
taught his regular Bible lesson on August
23rd, shortly after revealing that his cancer
had spread to his brain.

Plains returns his affection. Hundreds
of mock campaign placards, exclaiming
“Jimmy Carter for Cancer Survivor”, are
fixed along the route to the house he has
lived in since 1961, give or take spells in the
governor’s mansion and the White House.
They begin at the edge of town, at the stat-
ue of a peanut with a toothy Carteresque
grin, a relic of his triumphant presidential
campaign of 1976, when his “peanut bri-
gades”, named for the crop he still farms,
were dispatched across America from his
cramped Plains HQ. He frequently tours
the modest high street, where, as a boy, he
sold five-cent bags of nuts he had boiled
and salted. Willie Bell Raven, proprietress
of Mimmie’s diner, recalls how Jimmy
would go to the movies with blackfriends,
even though they had to sit separately on
the train and in the cinema. Mr Carter
spoke at her husband’s recent funeral.

At over 34 years, Mr Carter’s post-presi-

dential life is already the longest in Ameri-
can history. His devotion to his hometown
is one of the twin, contradictory traits that
have made it unique in content as well as
duration—because, as well as being strik-
ingly parochial, it has also been relentless-
ly globetrotting. He has conducted free-
lance diplomacy, sometimes helping to
avert conflict, from North Korea to Haiti.
He and his Carter Centre have monitored
(and sometimes denounced) elections
around the world, and helped to combat
hitherto neglected tropical diseases, such
as river blindness and Guinea worm, now
almost eradicated. “I want the last Guinea
worm to die before I do,” Mr Carter said on
August 20th. He and Rosalynn, his Plains-
born wife, have spent a week every year
building houses for the poor.

All politics is local
Jason Carter, his grandson, thinks there is a
link between these local and global com-
mitments: Mr Carter’s bond with his an-
cestral land, Jason says, helps him under-
stand the passions of territorial conflicts
such as Israel’s and Palestine’s. His views
on that issue have caused controversy, as
has his willingness to talk to pariahs; he
has unceremoniously reciprocated occa-
sional criticism from later administrations.
But the upshot of these instincts, and ofhis
sense of how the presidency’s moral au-
thoritycould be wielded, hasbeen unprec-

Jimmy Carter

High Plains drifter

PLAINS, GEORGIA

Openlybattling cancer is the latest phase ofan exceptional post-presidency
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ANISH KAPOOR has been making head-
lines on both sides of the Atlantic. In

June, one ofhis sculptureson display in the
garden ofthe palace ofVersailles, which he
described as “the vagina of a queen taking
power”, was spray-painted by vandals.
This month he is in the news because the
cityofKaramay in western China isunveil-
ing a sculpture that looks very similar to
“Cloud Gate”, a 110-tonne stainless-steel
structure nicknamed the Bean, in Chica-
go’s Millennium Park, that is popular with
Chicagoans and tourists alike.

In both instances Mr Kapoor, a Mum-
bai-born British artist, reacted grumpily.
The act of vandalism “represents a certain
intolerance that is appearing in France
about art”, he told Le Figaro, a French daily,
adding that he saw this mainly as a politi-
cal problem. And he fumed that the mak-

ing of the sculpture by an artist whose
name Karamay city officials are not releas-
ing was a blatant act ofplagiarism. “In Chi-
na today it is permissible to steal the cre-
ativity of others,” he said, vowing to take
his grievance to the highest level and pur-
sue those responsible in court.

Mr Kapoor expressed hope that the
mayor of Chicago, Rahm Emanuel, would
join him in his crusade for his copyright.
Yet Mr Emanuel took a very different view
ofthe Karamayversion ofthe Bean. “Imita-
tion is the greatest form offlattery,” he said.
“And if you want to see original artwork
…you come to Chicago.”

In visual and other forms of art, a copy
of an artwork is an infringement of copy-
right, whereas using elements of others’
copyright-protected work can be permissi-
ble under the “fair use” provision ofAmer-

ican copyright law. In 2013 Richard Prince,
an American artist, won a landmark case
when an appeals court overturned a deci-
sion that he broke the law when he used
photographs from a book about Rastafar-
ians to create a series of paintings and col-
lages. Mr Prince had argued that his appro-
priation of the photos should be permitted
under the fair-use provision. 

Determining “fair use” is complicated
and to some extent subjective, but a prere-
quisite is that the artist accused of borrow-
ing (or stealing in the Kapoor controversy)
admits to using another artist’s art. That is
not the case with “Big Oil Bubble” as the
Karamay sculpture is called. Its defenders
say that it was inspired by the city’s natural
oil well (Karamay means black oil in Ui-
ghur, the local language) and that the blobs
around the sculpture represent little oil
bubbles. However similar to the Bean it
looks, any resemblance to Chicago’s sculp-
ture is coincidental, they claim.

The Karamay sculpture very probably
infringes Mr Kapoor’s copyright, says
Eduardo Peñalver at Cornell Law School,
but what has actually been stolen from
him? The Chinese are not printing T-shirts
with the Bean or selling miniature statues
of the sculpture. If anything, they are pay-
ing homage to the original as they did
when replicas of the Eiffel towerwere built
in the cities ofShenzhen and in Hangzhou.
Guangdong province has a clone of the en-
tire Austrian village ofHallstatt.

When the good burghers of Hallstatt
found out about a Chinese mining ty-
coon’s plans to build a copy of their Alpine
jewel in 2011, they were surprised and
scandalised. The Chinese had charged
ahead with their duplicate without telling
anyone in Hallstatt, let alone ask for per-
mission. Yet soon they came to see the ad-
vantages of having thousands rather than
a few dozen Chinese tourists visit their
town, eat their schnitzels and stay at their
inns every year. Perhaps Mr Kapoor too
will eventually come to see the bright side
of the cloning ofhis Bean. 7

Counterfeit art

The Bean and the Bubble

CHICAGO

When is imitation in art flattery, and when is it theft?

Bean there, done that

edented. His single term in the White
House, which floundered in the Iran hos-
tage stand-off and economic woe, remains
a lazy byword for executive dither (its ac-
complishments, such as peace between Is-
rael and Egypt, tend to be overlooked). His
post-presidency earned him the Nobel
peace prize in 2002. 

Hampered as they have been by scan-
dal, or by the tact required by their rela-
tives’ careers, it is hard to see his successors
matching it. Mr Carter’s public discussion
of his illness was almost as remarkable, its
candour exceeding even the letter about
his Alzheimer’s that Ronald Reagan wrote
to the American public in 1994. With a char-
acteristic mix ofChristian faith and techni-

cal curiosity (a legacy of his spell as a sub-
mariner), Mr Carter described the four
spots of melanoma on his brain, the re-
moval of a tenth of his liver and his radio-
therapy schedule. He said he was “per-
fectly at ease with whatever comes”, but
hopes to visit Nepal later this year. His
grandson says his intention was merely to
be honest, but many found his undaunted
frankness inspirational.

Mr Carter ranked the peach pies deliv-
ered by his neighbours in Plains above the
consolatory phone calls from other presi-
dents. He is said to be working on a paint-
ing of Rachel Clark, a beloved black neigh-
bour alongside whom he picked cotton
during his childhood. 7
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IT IS just after eight in the morning and Chelsea, a young mother
from Fort Wayne, Indiana, looks grey with stress as she drops

her child at Glenwood Park, an elementary school in the city’s
north-east. Like many in this drab rustbelt city, she used to rely on
school buses to pull off an elaborate daily ballet, involving her
mother, a niece and others, to getherchildren to and from classes.
But as this academic year begins, budget cuts have forced Fort
Wayne to take scores of school buses out of service. When les-
sons resumed about 7,000 pupils found themselves without a
bus ride. The changes make getting to work “a lot harder”, says
Chelsea, steeringherageingChrysleraround a newthree-lane ac-
cess loop at Glenwood Park, built to handle the extra car traffic.

These bus cuts are more than a local drama. Look closely, and
Fort Wayne’s woes point to a larger debate about how to pay for
and supply public services. Today around half of all American
schoolchildren—about 25m—ride an estimated 480,000 school
buses to lessons. But school districts across the country face cuts
to their transport budgets. Some voters, notably older folk, say
they are not fussed. Such oldies grumble that today’s children are
soft if they need busing about, claiming—to quote a Republican
state representative from Indiana—that they walked miles to
school each day even in deep snow, and “uphill both ways”. But
among younger voters, especially parents, school buses remain
popular. Paying for them is less popular.

Indiana offers an early glimpse of a trend that is only set to
grow. The state’s problem is that school buses are financed by
property taxes. In 2008 state legislators passed property-tax caps,
which may only be broken if local governments or school dis-
tricts can win referendums to fund specific projects. Voters liked
the tax caps enough to enshrine them in the state constitution in
2010, making them hard to reverse. Various waivers and tweaks
delayed the full impact of the tax caps on school-bus budgets.
Now—half a decade after the country was swept by Tea Party ral-
lies and anti-tax fervour—the cuts are biting. Fort Wayne expects
to lose $2.5m from its school-transport budget in the coming year
(and is forbidden to spend money from other funds on buses, or
to charge fees for school transport). Local officials further reduce
funds for schools by offering tax breaks to attract businesses, and
by diverting property taxes to economic-development schemes.

Four other school districts in Indiana have served formal notice
that they may scrap bus services.

In March Indiana’s Supreme Court ruled that the right to a free
public education does not guarantee free transport to the school-
house door, unless legislators pass a law to that effect. The Repub-
licans who control the state’s legislature are unlikely to oblige.
Their priority in recent years has been school choice. The state
has encouraged charter schools and created vouchers that par-
ents can take to fee-paying private and religious schools, so that
money no longer flows automatically into school districts but in-
stead follows individual children.

Complicating the politics, school buses have their roots in a
very different philosophy. More than just machines for moving
children around, they have often been tools for social engineer-
ing. Busing tookoffin the 1930s, as progressive education officials
sought to close one-room rural schoolhouses and move kids to
“modern” township schools. Visitors to the National Museum of
American History in Washington, DC, can see a handsome
school bus used in pre-war Indiana. Some rural parents feared
the new schools would bring higher taxes and alien values, the
museum notes: they were overruled. Even their uniform colour
dates back to a meeting of experts in New York in 1939, who
deemed bright yellow the most visible shade at dawn and dusk,
settinga standard now known as “National School Bus Chrome”.
The civil-rights era saw furious protests as courts ordered school-
kids bused across once-inviolable racial lines.

A series of desegregation plans explain why Fort Wayne has
rather a large school bus fleet (it has 240 now, serving a district
with 30,000 pupils). Afirst plan saw blackpupils carried from the
inner city to white suburban secondary schools. That “one-way
busing” did not bring about a “kumbaya moment” of racial or
educational equality, recalls Fort Wayne’s school superinten-
dent, Wendy Robinson, who was raised in the city. A more ambi-
tious desegregation plan, agreed to after a lawsuit in the 1980s,
opened “magnet schools” in the inner city, offering such special-
isms as science or a Montessori education. The aim was to create
schools that both urban and suburban families wanted to attend,
giving kids from all backgrounds a reason to jump on the bus.

Round and round
Today Fort Wayne’s public schools are more racially mixed than
in comparable cities and almost half of all district pupils are
white. Many children are poor enough to receive free school
lunches (and indeed breakfasts) but, at 88.6%, its high-school
graduation rates are above the national average. Ms Robinson in-
sists that herdistrict embraces the concept ofparental choice, and
activelycompeteswith next-doorsuburban districts. “We have to
be good enough that people want to choose us,” she says—
though she sees vouchers that subsidise private or church
schools as unfair competition. Fort Wayne holds annual “choice
fairs” at which parents are wooed by each of the city’s public
schools and urged to select the establishment that impresses
them, not just the nearest. But without lots ofbuses, Ms Robinson
argues, parental choice is an empty promise for single mothers
working two jobs, or for families without cars.

Fort Wayne’s bus crisis is surely fixable. Indiana passed rigid
tax caps without pondering the trade-offs that might follow. The
school district is wedded to a business model that involves own-
ing hundreds of its own yellow buses. America used to excel at
finding practical solutions to such puzzles. Not any more. 7

The wheels on the bus

An American icon runs into political trouble

Lexington
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IT STARTED with a shooting. Two men,
apparently on a motorbike, attacked a

Venezuelan army anti-smuggling convoy
on August 19th, close to the main border
crossingwith Colombia. Venezuela’spresi-
dent, Nicolás Maduro, quickly went on
television and vowed to hunt down the
“murderers” (though the four victims were
injured, not killed). He decreed a state of
emergency in six municipalities in the
frontier province of Táchira and expelled
more than 1,000 Colombians living in Ven-
ezuela. The Simón Bolívar International
Bridge is closed until further notice. 

The expulsions were summary and car-
ried out brutally. But for once, the accusa-
tions levelled at foreigners, the usual
scapegoats for any problem in Venezuela,
were not entirely spurious. Colombians
are certainly involved in the lively contra-
band trade in petrol and other goods,
which are made artificially cheap in Vene-
zuela by price controls and the weak cur-
rency, the bolívar. (Venezuelan mafias,
some of them linked to its army, are equal-
ly enthusiastic smugglers.) But most Vene-
zuelans, especially the 5m residents of its
capital, Caracas, and its metropolitan area,
worry more about home-grown killers
and the country’s soaring murder rate. 

For the middle class, crime is a bigger
topic of conversation than worsening
shortages of basic goods. On August 9th
John Pate, an American lawyer, was
stabbed to death in his apartment, in a gat-

Reporting of crime statistics has been
spotty since 2005, but the government ad-
mits there is a problem. The attorney-gen-
eral said that Venezuela’s murder rate last
year was 62 per 100,000 people, ten times
the global average. The Venezuelan Vio-
lence Observatory, an independent re-
search institute, says the rate is even higher
than that (see chart). The murder rate in Ca-
racas is the highest in the region for a coun-
try’s biggest city. According to one poll, less
than a fifth of Venezuelans feel safe walk-
ing outside at night. 

The government, which fears that
crime will be a big issue in December’spar-
liamentary elections, blames Colombians
for this, too. In his weekly television ad-
dress (broadcast the day before the news
of the Táchira shootings), Mr Maduro
claimed that Colombian “paramilitaries”,
not Venezuelan criminals, are responsible
for the high murder rate. They “want to
harm us and unleash a wave of deaths in
our country,” he declared.

In fact, Venezuela’s populist regime, in
office since Mr Maduro’s predecessor,
Hugo Chávez, assumed power in 1999, is a
factor in the rising violence. Though the
poor initially benefited from “Bolivarian
socialism”, economic mismanagement
has made them poorer. It has widened the
gap between people who have access to
dollars and those who subsist on bolí-
vares. More have-nots are turning to crime.

The government has paved the way by
allowing the institutions of law enforce-
ment to decay. The police force is under-
funded and mistrusted. Venezuela has
many fewer prosecutors and judges than it
should. Chile, a country with much lower
levels of violent crime, has a third more
prosecutors than Venezuela in relation to
the size of its population. Courts are reluc-
tant to sentence criminals to serve time in
crowded and violent jails: 90% of murders

ed building, apparently the victim of a
botched burglary. The murder shocked Ca-
racas’s dwindling band of foreign resi-
dents. The poor are not spared. Police rou-
tinely board buses in slums to search for
weapons. “I was robbed twice at gunpoint
last week,” said Santiago Baura, a handy-
man, as his bus was being checked in Pet-
are, a slum on the outskirts ofCaracas.

Crime in Venezuela

Justice decayed

CARACAS

The government wronglyblames Colombia for its high murderrate 
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Caribbean resorts

Plaguing paradise

SPEYSIDE on the island ofTobago has
taken a direct hit. So have Skeete’s Bay,

Bathsheba and other beaches on the
southern and eastern coasts ofBarbados.
Cancún, a Mexican resort, has been
struck. The bombardment takes the form
ofglobs ofsargassum seaweed which
have landed on Caribbean beaches this
year, forming piles that are sometimes
metres deep. They emit a rotten-egg
stench when they decompose, ruining
holidays for anyone with a sense of
smell. Hilary Beckles, the vice-chancellor
of the University of the West Indies, calls
it “the greatest single threat to the Carib-
bean economy I can imagine.” 

There are more than 100 species of
sargassum, possibly named after a Portu-
guese water flower. S. natans and S. flui-
tans spend their lives afloat and normally
bother nobody. Buoyed by gas-filled
bladders, they drift from nutrient-rich
waters in the GulfofMexico into the
Sargasso Sea. 

They can be as friendly to marine life
as a coral reef. Ten species offish live only
in sargassum, including the frogfish,
which camouflages itselfas a scrap of
seaweed. 

The infestations plaguing paradise
originate further south, in the equatorial
Atlantic, between Brazil and Nigeria.

Teardrop-shaped agglomerations, up to
four miles long and halfa mile across,
drift west, making landfall on east- and
south-facing Caribbean beaches. In
Barbados tourists have been bused from
southern beaches to western ones.

Marine biologists are not sure why
sargassum started showing up so far from
its native waters around four years ago.
The rising temperature ofocean surface
water caused by global warming may be
partly responsible. So, too, may be nutri-
ent-rich run-offfrom land newly defor-
ested in the Amazon for farming. 

So far, Caribbean resorts have report-
ed little decline in tourism, but the re-
gion’s officials are racking their brains for
solutions before that happens. They have
yet to find any. A minister from the island
state ofSt Vincent and the Grenadines
suggests intercepting the weed with
floating booms. That would be expen-
sive: a barrier just 300 metres (1,000 feet)
long would cost $80,000. Construction
equipment can get rid of the stuff, but
scoops up too much sand. 

NASA tracks the clumps in the ocean
by satellite, the basis for a system that can
provide early warning of inundations.
That will not help until a way is found to
divert the weed. But it might spare holi-
daymakers unpleasant surprises.

Smellypiles ofseaweed are ruining holidays

Not how it looked in the brochure

go unpunished. Gun control is weak. 
With elections approaching and the

polls looking grim for the government, Mr
Maduro is cracking down. In July the gov-
ernment launched “Operation Liberation
and Protection of the People” (OLP),
swoops on criminals by heavily armed
teams of police and soldiers, often accom-
panied by television cameras. Mr Maduro
sent an OLP team to the Colombian border
after the soldiers were shot. 

Some teams have apparently resorted
to the brutal tactics that chavistas de-
nounced before they assumed power. In
August a video surfaced on social media
that appeared to show uniformed police
murdering at least one suspect, with
corpses lying nearby. Five officers have
been arrested. Not even Mr Maduro can
blame Colombia for that crime. 7

IF YOU visit south-western Ontario and
the Niagara peninsula you will see

scenes of industrial decay. Steel mills, vehi-
cle-parts factories and food processors sit
abandoned, their car parks studded with
tufts of grass. The region has the look of a
rustbelt, and that has Canadians worried. 

Manufacturingtooka beatingin the late
2000s and early 2010s, when high oil
prices drove up the value of the Canadian
dollar, making factories less competitive.
But Canada should now be recovering
from that bout of Dutch disease. The “loo-
nie”, as Canadians call their currency, has
been dropping along with oil prices. On
August 25th it fell to its lowest level in a de-
cade against the American dollar. That,
plus the strong economy in the United
States, the market for three-quarters of
Canada’s exports, should have scraped off
much of the rust. 

So far it has not. Factory sales rose 1.2%
in June, but were 3.1% below their level of a
year earlier. The failure of manufacturing
to respond to the tonic of a weaker curren-
cy is one reason why the economy proba-
bly contracted during the first halfof 2015.

Now Canadians are starting to suspect
that much of what they lost may never
come back. In 2000 manufacturing ac-
counted for 18% of GDP, not much lower
than the share in Germany; by 2013 that
had dropped to 10%, about the level in Brit-
ain and the United States. Factory employ-
ment has fallen by about 500,000 since
2005, to 1.7m. In the decade to 2012, some
20,000 factories shut down.

One big problem is that Canada mostly
makes components, not final products.
That leaves manufacturers vulnerable
when their customers move. Car-parts
makers used to be well-placed for deliv-
eries to carmakers in Michigan, but many
of their customers have moved south. 

Another reason the loonie’s decline did
nothelp more is that the currenciesof com-
petitor countries have also fallen. And in-
dustry has been hurt by the rising cost of
inputs, often priced in American dollars,
and by higher electricity prices, especially
in Ontario. Canada’s high wages are an-

other burden. 
The candidates in Canada’s national

election, to be held on October 19th, have
so far had little to say about manufactur-
ing’s listlessness. In part, that may be be-
cause there is not much that government
can do. Harmonising regulations and eas-
ing border crossings with the United States
would help. Some companies are helping
themselves by investing heavily in new
machinery and technology, hoping to
make higher-value-added products. Manu-
facturing in Canada will not disappear.
Neither, sadly, will the rust. 7

Canada’s economy

The new rustbelt

OTTAWA

The puzzling weakness of
manufacturing
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DOWN a quiet lane in Kuala Lumpur,
Malaysia’s capital, campaigners at

trestle tables are doing a roaring trade in
yellow T-shirts. The volunteers have al-
ready flogged more than 30,000 of the gar-
ments, which are becoming de rigueur for
Malaysians planning to attend protests on
August 29th-30th to demand the resigna-
tion of the country’s prime minister, Najib
Razak (above). The protests are being or-
ganised by Bersih (meaning “clean” in Ma-
lay), a loose union of non-government
groups calling for electoral reform. In 2012
police dispersed thousands of Bersih prot-
esters with teargas and watercannons and
arrested about 500. This weekend’s rally in
Kuala Lumpur, which authorities say is ille-
gal, could yet go the same way. Maria Chin
Abdullah of Bersih hopes that at least
200,000 Malaysians will protest in three
cities. Malaysia’s political system, she says,
“has really become quite rotten”.

The planned protests are the latest turn
in a wild saga which has gathered pace
since early July, when the Wall Street Jour-
nal reported that nearly $700m had found
its way into bank accounts owned by Mr
Najib shortly before a close-fought general
election in 2013. Much has been made of
the suggestion that the money is somehow
linked to 1MDB, a state investment firm
struggling to service debtsofaround $11bil-
lion. Its dealings are now the subject of an
investigation in Switzerland, through

media. In August police issued an arrest
warrant for Clare Rewcastle Brown, a Brit-
ish investigative journalist living in Lon-
don (and sister-in-law of Gordon Brown, a
former British prime minister); her blog,
the Sarawak Report, has closely covered
the affair. The charge against her, of partici-
pating in “activity detrimental to parlia-
mentary democracy”, reflects the govern-
ment’s contention that its critics are part of
a sinister conspiracy.

The crackdown has underscored the
weakness of Malaysia’s institutions and
displayed a new ruthlessness in Mr Najib.
An urbane, British-educated scion of a po-
litical family, he seems to have abandoned
earlier efforts to paint himself as a reform-
er. But he is digging in. Meanwhile the state
of the economy, which Mr Najib had
claimed to be carefully tending, grows
more parlous. The country is running
down foreign-currency reserves to prop up
the ringgit, down by more than 16% this
year. AslowingChina and fallingprices for
commodities triggered the currency slide,
but the political drama has accelerated it.

Mr Najib’s resilience says much about
the dominance of his party, which has led
Malaysia’s ruling coalitions for six de-
cades. UMNO is easily the most popular
party among ethnic-Malay Muslims, who
make up more than half of the population
and who trust the party to defend racial
laws that give them a leg up over their eth-
nic-Chinese and ethnic-Indian compatri-
ots. Gerrymandered electoral districts,
compliant courts and the use of colonial-
era sedition lawshave helped it to shore up
its power—even when, as in the last elec-
tion, the opposition won most of the votes
but a minority ofseats in parliament.

The main risk of being turfed from of-
fice comes from within the party. It is why
UMNO bigwigs have long fostered deep 

which some of its cash may have passed.
Mr Najib vigorously denies the sugges-

tion and says he has never used public
money for personal gain. Rather, senior
members of his party, the United Malays
National Organisation (UMNO), assert that
the prime minister received a legal political
donation from a wealthy but as yet un-
named Arab family which approves of
UMNO rule. On August 22nd local media
reported one party chief as saying that
UMNO had hoped the cash would help it
reverse gains being made by a popular eth-
nic-Chinese opposition party, which he
claimed was backed by clandestine Jews.

Digging in
The prime minister’s opponents say he is
dodging a proper investigation. In July he
sacked his deputy, who had begun to ques-
tion his handling of the affair, and promot-
ed to the cabinet several members of a
committee which had been arranging
hearings into alleged mismanagement at
1MDB. In short order the attorney-general
was replaced (supposedly on health
grounds), a pesky police chief was retired
and several members of the country’s anti-
corruption commission pushed aside.

The media is under the cosh too. A gov-
ernment agency has suspended the print-
ing licences of two troublesome newspa-
pers, while ministers say they are mulling
new rules to curb speculation on social
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2 lines of patronage that make them hard to
budge. The party hierarchy has tended to
reward loyalty over ability and to punish
upstarts. Even a torrent of criticism from
UMNO’s senior statesman, Mahathir Mo-
hamad, who saw off several challengers
himself while prime minister from 1981 to
2003, has failed to unbalance Mr Najib.

In private many MPs from his party ex-
press little enthusiasm for the prime minis-
ter. But nor do they spy challengers whom
they would risk their careers to support.
The recent sackings have been a bracing re-
minderofwhat happens to critics. Some in
UMNO have grown guarded about what
they write in e-mails or say on the phone. It
is lost on no one that Mr Najib’s new depu-
ty prime minister is also the country’s
home minister, responsible for its police.
The fate of Anwar Ibrahim—a former
UMNO star who went across to the opposi-
tion and who is in jail, for the second time,
on an iffy sodomy charge—is a reminder
that demotion is not the worst punish-
ment Malaysian politics can impose.

At some point Mr Najib’s plunging pop-
ularity may be perceived to imperil an
UMNO victory at the next general election.
At that point the cleanest way for party dis-
sidents to defenestrate the prime minister

would be atUMNO polls for the party lead-
ership. Yet these have been postponed by
18 months, perhaps to see off just such a
threat. A more imminent challenge is a
vote of no confidence which opposition
politicians plan to force through when Par-
liament reconvenes in October. The hope
is that enough parliamentarians from the
UMNO-led ruling coalition will back the
idea of a technocratic government, drawn
from both sides, which would hold power
until the general election, due in 2018. One
possible candidate for prime minister is
Razaleigh Hamzah, an elder statesman
popular among business leaders.

This scheme remains unlikely, but it
could geta boost ifmanytensofthousands
of Malaysians take to the streets on August
29th. Yet it is also possible that the protest
could end up rallying ethnic-Malay sup-
port for Mr Najib. Recent rifts in the multi-
ethnic opposition have led to worries that
many ethnic-Malay supporters of the op-
position and ofprevious Bersih rallies may
not turn out this time. The risk is that a big
rally dominated by ethnic Chinese and In-
dians would inflame the pernicious sore,
scratched on UMNO’s fringes, that the
country’s Islamic heritage is under threat
from non-Malays. That is a fiendish trap. 7

An election in Singapore

The Lee side

ELECTIONS in Singapore are usually
short, sharp affairs: the political equiv-

alent ofone-round boxing matches, in
which the super-heavyweight ruling
People’s Action Party (PAP) swiftly wipes
the floor with the puny opposition after a
nine-day campaign period. This one,
called for September11th, well over a year
before it was strictly necessary, seems
different in a number ofways, ifnot in
the likely outcome.

Firstly, the campaign has already in
effect been under way for weeks, even
though it was only on August 25th that
Parliament was dissolved and the polling
day set. The PAP has been steadily un-
veiling its candidates—a typical mixture
ofsitting MPs, former civil servants and
soldiers and a few hopefuls from the
private sector—for the 89 elected seats.
The nine opposition parties have like-
wise been hitting the streets to shake
hands and distribute flyers. 

Secondly, this will be the first election
since the outpouring ofgrief that fol-
lowed the death in March ofLee Kuan
Yew, Singapore’s founding prime min-
ister. The current prime minister and
leader of the PAP is his 63-year-old son,
Lee Hsien Loong, who some speculate

wants an early election to give himself
time to groom a successor. 

The PAP’s challenge is to improve on
its showing in 2011, its worst since full
independence in 1965. It still won 60% of
the vote then and, thanks to a first-past-
the-post system, 93% ofelected seats. But
such are its inbuilt advantages and expec-
tations ofdominance that the PAP react-
ed almost as if it had lost. The govern-
ment has tried to tackle the causes of
disgruntlement by curbing immigration,
speeding up the construction ofpublic
housing and transport facilities, and
improving welfare arrangements. It has
also tried to learn to listen to Singapore’s
people rather than simply lecture them.

The PAP has also perhaps benefited
from two historic landmarks this year. Mr
Lee’s death was a chance for the city-state
to recall how remarkable its economic
success has been, after the unpromising
start ofbeing expelled from its short-lived
federation with Malaysia 50 years ago.
Similar reflections have been prompted
by lavish celebrations this month of the
country’s 50th birthday. When one party
has been in power for so long, any dis-
play ofpatriotic fervour can be hard to
distinguish from a political campaign.

SINGAPORE

Fiftyyears on, the ruling party looks secure

MANY Nepalis believed the world was
ending in April. A huge earthquake

killed nearly 9,000 people and flattened
over 600,000 buildings. But at least, after
the tremors, a sliver of political hope ap-
peared as politicians who had been failing
to write a constitution since 2008 found an
impetus to act.

Since the disaster the leaders of Nepal’s
biggest parties have swiftly agreed to an
outline for the elusive new constitu-
tion—by first leaving out an all-important
issue: what federal model Nepal is sup-
posed to adopt. Disputesover thatwere be-
hind the years ofstalemate. The politicians
moved ahead because Maoists, formersol-
diers who had handed in their rifles to
form a political party, dropped demands
for special conditions for women, the low-
est Hindu caste and indigenous people.

Perhaps the politicians moved unusu-
ally fast because they wanted a shot at
many plum posts, including a presidency.
It took an intervention from the Supreme
Court to remind them that it was also their
job to come up with a proposal for how
many states Nepal will get. The party lead-
ers mapped out six, including one in the
southern plains for Madhesi people, a
group resentful of the high-caste folk who
dominate in Kathmandu, the capital.

But that plan enraged other low-caste
groups. It also upset the ethnic Tharu,
roughly 1.7m people who live in western
Nepal and who would be divided be-
tween two states. They fear being weak-
ened as a voting bloc. “This is a time for do 

Troubled Nepal
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A nasty bout ofethnic violence in an
already battered country
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2 or die for us,” says a Tharu lawmaker, re-
calling that many of her people were
treated as serfs until only a few years ago.

Politicians in Kathmandu ignored the
protests until August 24th, when tens of
thousands of people massed in Tikapur in
the western plains and, in confrontations,
killed at least seven policemen. That
sparked fears of wider ethnic violence in
more towns, and ofa crackdown bythe po-
lice and army, which were deployed to en-
force calm. Mobs ofnon-Tharu men never-
theless burned the homes of dozens of
Tharus in the west. The police, who have
an ugly reputation, reportedly detained
and tortured some Tharus. Human-rights
groups and others fear outbreaks of vio-
lence worse than anything since the civil
war that ended in 2006.

India’s prime minister, Narendra Modi,
who is well liked in Nepal, sent a message
this week to suggest that any new constitu-
tion should take into account the wishes of
minority dissenters. That sounds reason-
able, and Nepal’s politicians call it fine in
principle. But they also say that it is impos-
sible to write a constitution that everyone
will like. Nonetheless, if ethnic or caste
groups as big as the Tharu feel excluded by
the federal design, then stabilitywill surely
prove elusive. 7

ASKED about his strategy towards Paki-
stan, Narendra Modi, India’s prime

minister, said that he wanted “friendship: I
keep trying to find new ways all the time.”
After telling The Economist so, in May, it
briefly looked as if the tetchy relations be-
tween the nuclear-armed neighbours
would improve. Mr Modi agreed with his
counterpart, Nawaz Sharif, to visit Pakistan
nextyearfora regional forum. And the two
leaders said their national-security advis-
ers would meet in Delhi on August 24th.

It would have been the first proper con-
versation since Mr Modi scrapped talks be-
tween senior diplomats, on a pretext, a
year ago. But it flopped before it began.
First Pakistan’s generals were furious that
MrSharifagreed that the agenda would in-
clude terrorism (India’s top concern) but
not the disputed region of Kashmir (the
generals’). Then gunfire was exchanged
over the “line of control” in Kashmir. Add-
ing to the ugly mood were terrorist attacks
in northern India, which India blamed on
Pakistan. Both sides gave up on the securi-
ty talks, though they are badly needed.

Mr Modi can claim that India reaches
out to Pakistan only for the Pakistani army,
which controls foreign policy and matters
of security, to slap away his proffered
hand—just as it blocks freer trade and backs
terrorists who attack India. On a planned
trip in September to America, or on his
just-installed hotline to the White House,
he will present Pakistan’s army as the pe-
rennial troublemaker. Rubbing it in, in Sep-
tember India will celebrate the 50th anni-
versary of a short war in which the
Pakistani army tried but failed to seize
parts of Indian-run Kashmir.

Mr Modi’s diplomacy appears to in-
volve making warm statements now and
putting off tough steps till later. It is like his
style in domestic affairs. The prime minis-
ter is a forceful communicator. But he post-
pones the arduous job of getting things
done. His critics say that Mr Modi cares
more for the theatre of politics than the
hard grind of passing laws or accomplish-
ing reform through compromise. A former
cabinet minister complains that Mr Modi’s
rhetoric is “way ahead ofhis plans”.

An example is the government’s claim
at the start of the year that it would push
through a bill promoting infrastructure
and development by making it easier to ac-
quire land from landowners. Yet the parlia-
mentary process was managed poorly.
Aftermuch confrontation, the government
withdrew crucial parts of the bill in Au-
gust, boosting opposition morale.

Similarly Mr Modi and his finance min-
ister, Arun Jaitley, have vowed that a uni-
form goods-and-services tax (GST) will be
in place by next April, fostering the kind of
single market India badly needs. Yet in this
summer’s parliamentary session, neither
man reached out to opponents in the Con-
gressparty, and nothinggotdone. Aspecial
one-off session might yet be called to pass
the GST, but only ifgovernment and oppo-
sition can compromise. If not, a big, long-
promised reform will be delayed again.

Elsewhere, an ambitious goal an-

nounced last year to deal with appalling
public hygiene and water pollution has
seen only modest follow-up. Investors
grumble that promises to simplify tax
laws, cut corporation tax and privatise
state firms have come to little. Talk ofcreat-
ing millions of jobs on the back of an infra-
structure boom now sounds empty.

This week India’s media were agog
when 75,000 people, including postgradu-
ates and engineers, applied for 30 posts as
“peons”—office boys—in Chhattisgarh’s
state government. And hundreds of thou-
sands of protesters belonging to the Patel
or Patidar caste shut down Ahmedabad,
the commercial capital of Gujarat state,
which Mr Modi used to run, leading to vio-
lence including eight deaths. The Patels de-
manded official favours for their caste, de-
spite its success in business, including
control of Gujarat’s huge diamond-cutting
business. Both developments suggest that
many ordinary people do not share the
government’s upbeat rhetoric about eco-
nomic prospects.

Mr Modi’s defenders say he is far more
active than previous leaders, and that vot-
ers understand that change takes time.
Signs of fresh interest in Indian manufac-
turing include news that Foxconn, a Tai-
wanese manufacturer, may spend $5 bil-
lion on a factory in Maharashtra to make
smartphones. Mr Modi’s Bharatiya Janata
Party (BJP) remains popular, winning a
string of municipal elections in Karnataka,
Madhya Pradesh and Rajasthan in August.
And a bignational opinion poll taken early
in August suggests that 79% of Indians still
approve ofMr Modi.

Caste, creed and conflict
But a tougher electoral test comes in Bihar,
a northern state of over 100m people with
assembly elections expected in October.
The BJP did unexpectedly well there in the
general election last year, winning 22 of 40
parliamentary seats. Any worse perfor-
mance this time would hurt Mr Modi, who
is campaigning hard in the state. Opposing
the BJP is a coalition led by the incumbent
chief minister, Nitish Kumar. He hopes for
a repeat of state elections in Delhi, in Feb-
ruary, when non-BJP parties in effect
backed a single outfit (Arvind Kejriwal’s
Aam Aadmi Party) and won in a landslide. 

Caste and religious identities matter es-
pecially in Bihar, a reason why Congress
complained this week about the much-de-
layed release of census data collected in
2011 on religious affiliation. It shows that
India’s Muslim population has grown sub-
stantially quicker, accounting now for
14.2% of the population, than the majority
Hinduone, which has just slipped to under
80% for the first time. The Muslim popula-
tion in Bihar is especially fast-growing, and
Congress warns that some campaigners in
an already violent race will use new data
to rally Hindus against minorities. 7
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A92-YEAR-OLD politician may be inured to insults, however
outrageous his alleged transgression. Even so Lee Teng-hui,

Taiwan’s president from 1988 to 2000, may have been taken
aback by the hostility to comments he made to a Japanese maga-
zine this month. He criticised efforts by Taiwan’s present govern-
ment to mark the 70th anniversary this year of Japan’s second-
world-war surrender as meant to “harass Japan and curry favour
with China”. Taiwan, he argued, had been partofJapan: its young
men had fought not against the Japanese empire, but for it (the
“motherland”, he called it). Ma Ying-jeou, the current president,
led a chorus of outrage in Taiwan. In China the press heaped
scorn on his “absurd remarks”. The angry derision was perhaps
all the more intense because, historically, Mr Lee had a point.

Although China insists Taiwan has always been an “inalien-
able” part of China, it has not been governed from the mainland
since 1895, when it was ceded to Japan. When Taiwan returned to
China in 1945, it became the last redoubt ofthe Nationalist orKuo-
mintang party, the KMT, as it lost mainland China in its civil war
with the Chinese Communist Party. Mr Lee was later the KMT’s
leader. But after he left the presidency, the party expelled him for
his support of Taiwan’s formal independence from China. Since
then the KMT has tended to regard him as an embarrassment—
like a gaga elderly relation given to relievinghimself in public. Mr
Lee’s fondness for Japan is well-known. His elder brother is
among those honoured at Yasukuni, a controversial shrine in
Tokyo for Japan’s war dead, including some convicted of war
crimes. Mr Lee’s views, however, though baldly expressed, are
not uncommon in Taiwan. Nor, across Asia, is Mr Lee so unusual
in his ambivalent feelings about Japan’s colonial past.

The anniversary has exposed what is almost an obsession
with history both in Japan and among some victims of its war-
time aggression, especially in China and South Korea. For the first
time China is to mark the anniversary with a big military parade
on September 3rd. It insists this is not to goad or threaten Japan,
but Japanese observers doubt this. This week Shinzo Abe, the
prime minister, said he would not afterall be in China at the time. 

That is understandable. Yet Mr Abe’s absence does not help
counter the impression that Japan has not come to terms with its
crimes during the war—nor, as China might see it, with its defeat.

Hisown attempts to remove historyasan obstacle in Japan’s rela-
tions with its neighbours have foundered. His formulation this
month of the remorse Japanese prime ministers are expected to
express once a decade was keenly awaited, and, despite uphold-
ing previous apologies, duly found wanting. China’s official
news agency dismissed it as “lacking sincerity”. South Korea’s
president, Park Geun-hye, complained more soberly that it “did
not quite live up to our expectations”.

Part of the explanation for Mr Abe’s failure lies simply in who
he is. In China and South Korea he is seen as a revisionist intent
on whitewashing Japan’s war record, jettisoning its pacifist con-
stitution and making Japan strong and proud again. His open rev-
erence for his grandfather, Nobusuke Kishi, does not help—Kishi
spent three years in jail as a suspected war criminal, but later be-
came prime minister. NordoesMrAbe’svisit asprime minister in
December 2013 to Yasukuni help, with the riskhe may visit again.

His “apology” itself, issued as a formal statement by his cabi-
net, was also seen as inadequate. It had all the right words, but
glossed over some crimes, such as the imperial army’s sexual en-
slavement of women. And it was set in the context of a con-
densed history of the early 20th century that could be read as an
attempt at exculpation. He described how Japan, having estab-
lished constitutional government earlier than anywhere else in
Asia, had then given “encouragement to people under colonial
rule from Asia to Africa”, by winning the war with Russia of
1904-05. But it had later “taken a wrong course”, which Mr Abe
blamed partly on the Depression and Western protectionism. It
became “a challenger to the new international order” (rather,
some listeners may have inferred, like China today).

This hints at the rosy version of Japan’s imperialist past with
which the country’s far right likes to delude itself: Japan as libera-
tor rather than coloniser and, in the second world war, as victim
rather than aggressor. This version is reinforced by the fact that
Japan’s early modernisation inspired nationalists from Mao
Zedong to Jawaharlal Nehru. And in some countries during the
war freedom fighters were even allied with Japan, notably Aung
San in Burma and Subhas Chandra Bose in India. 

Not history but current affairs
Even today in South-East Asia, Japan’s warguilt and perceived re-
morse seem to matter less to governments and citizens. That is
partly for historical reasons: Japan’s invasion and colonial rule in
South-East Asia were harsh but also comparatively short—a brief
interlude between Western colonisation and independence. But
mostofall, South-EastAsia hasmanyotherreasons to get on with
a country that has been an important donor, trading partner, in-
vestorand, recently, potential allyagainsta risingChina. Aproper
apology would be welcome, but it is less important.

In China the Communist Party, by contrast, seeks to exploit
the struggle against Japan to bolster its own legitimacy, with na-
tionalism playing the part that class struggle once did. South Ko-
rean nationalism, too, is founded in opposition to Japan, not least
because Japan oppressed Korea for longer than most other colo-
nies. Ms Park, whose father, awkwardly, was a Japanese army of-
ficer longbefore he wasa dictatorial South Korean president, ises-
pecially exercised by the wrongs of history. Yet South Korea’s
poor relations with Japan, irksome as they are to the American
ally both nations share, incur no imminent cost. So, for South Ko-
rea, as forChina, almostanyapologywould be unacceptable. But
that is no reason why they should not be offered a better one. 7

The uses of history

Asian views of Japan’s 20th-centuryexpansionism are not all negative
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IN HER tiny flat, which she shares with
two cats and a flock of porcelain owls,

Chi Yingying describes her parents as
wanting to be the controlling shareholders
in her life. Even when she was in her early
20s, her mother raged at her for being un-
married. At 28 Ms Chi took “the most cou-
rageous decision of my life” and moved
into her own home. Now 33, she relishes
the privacy—at a price: her monthly rent of
4,000 yuan ($625) swallows nearly half
her salary. 

In many countries leaving the family
home well before marriage is a rite of pas-
sage. But in China choosing to live alone
and unmarried as Ms Chi has done is ec-
centric verging on taboo. Chinese culture
attaches a particularly high value to the
idea that families should live together. Yet
ever more people are living alone. 

In the decade to 2010 the numberofsin-
gle-person households doubled. Today
over 58m Chinese live by themselves, ac-
cording to census data, a bigger number of
one-person homes than in America, Brit-
ain and France combined. Solo dwellers
make up 14% of all households. That is still
low compared with rates found in Japan or
Taiwan (see chart), but the proportion will
certainly increase.

The pattern of Chinese living alone is
somewhat different from that in the West,
because tens of millions of (mainly poor)

single dwellers: in Beijing a fifth of homes
house only one person. The marriage age
is rising, particularly in big cities such as
Shanghai and Guangzhou, where the aver-
age man marries after 30 and the average
woman at 28, older than their American
counterparts. Divorce rates are also in-
creasing, though they are still much lower
than in America. More than 3.5m Chinese
couples split up each year, which adds to
the number ofsingle households. 

For some, living alone is a transitional
stage on the wayto marriage, remarriage or
family reunification. But for a growing
number of people it may be a permanent
state. In cities, many educated, urban
women stay single, often as a positive
choice—a sign of rising status and better
employment opportunities. Rural areas,
by contrast, have a skewed sex ratio in
which men outnumber women, a conse-
quence of families preferring sons and
aborting female fetuses or abandoning
baby girls. The consequence is millions of
reluctant bachelors.

In the past, adulthood in China used, al-
most without exception, to mean marriage
and having children within supervised ru-
ral or urban structures. Now a growing
number of Chinese live beyond prying
eyes, able to pursue the social and sexual
lives they choose. 

In the long run that poses a political
challenge: the love of individual freedom
is something that the Chinese state has
long tried to quash. Living alone does not
have to mean breaching social norms—
phones and the internet make it easier
than ever to keep in touch with relations,
after all. Yet loosening family ties may
open up space for new social networks, in-
terest groups, even political aspirations of
which the state may come to disapprove. 

migrant workers have moved away from
home to find work in more prosperous re-
gions of China; many in this group live
alone, often in shoeboxes. Yet for the most
part youngerChinese livingalone are from
among the better-off. “Freedom and new
wealth” have broken China’s traditional
family structures, says Jing Jun of Tsinghua
University in Beijing.

The better-educated under-30-year-
olds are, and the more money they have,
the more likely they are to live alone. Rich
parts of China have more non-widowed

Family
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2 For now those who live alone are often
subject to mockery. Unmarried females are
labelled “leftover women”; unmarried
men, “bare branches”—for the family tree
they will never grow. An online group
called “women living alone” is stacked
with complaints about being told to “get a
boyfriend”.

 Even eatingout can be a trial, since Chi-
nese food culture isassociated with groups
of people sharing a whole range of dishes.
After repeated criticism for dining alone, in
2014 Yanni Cai, a Shanghai journalist,
wrote “Eating Alone”, a book on how sin-
gletons can adapt Chinese cuisine to make
a single plate a meal in itself. According to
tradition, even a frugal Chinese meal com-
prises “four dishes and one soup”. A single
diner is likely to find that rather too much
to stomach. 7

LIU CAIPING is a former maths teacher,
now71, who has lived alone in the west-

ern city of Xi’an since her husband died
last year. The radio is her steadfast com-
panion. Her eyesight is failing and she rare-
ly goes out. Like many city residents, her
former neighbours have scattered, and her
two daughters are far away. When she can
no longer cope on her own she will go to a
nursing home, she says. That option re-
mains extremely rare for old Chinese. And
that highlights the problem: China is strug-
gling to cope with a rapidly ageing society
and a rising number of elderly people liv-
ing by themselves.

For most of the past two millennia the
family has been central to how Chinese
have seen themselves—and the state has
been seen as a family writ large. Filial piety
was somewhere near the heart of a Confu-
cian order regulating society, and the fam-
ily was an extended, stable unit of several
generations under one roof. A very com-
mon saying encapsulated it all: yang er
fang lao—“raise children for your old age”.

Today multi-generation families are
still the norm. Almost three-fifths of peo-
ple over 65 live with their children, a high-
er proportion than in most rich countries.
Yet things are changing fast. Increasingly,
parents are living apart from their chil-
dren—and when one spouse dies, as with
Ms Liu, the other often lives alone. A fifth
of all single-person households in China
are made up of over-65-year-olds. In con-
trast to younger Chinese living alone, few
elderly do so by choice. Many are poorly

educated. Women predominate, because
they tend to outlive their husbands.

China is unprepared for the conse-
quences of solo dwelling among the elder-
ly. Government policy enshrines the
idea that families should live together and
provide for the old and others unable to
lookafter themselves. Despite efforts to ex-
tend pensions and other social protection,
provisions fall far short because the state
assumes offspring will help the old and
sick. The welfare system is ill-equipped to
help the elderly living alone. 

State financial support has improved in
the past decade, but many millions of el-
derly Chinese still have no pension or re-
tirement income. Health insurance is in-
creasingly widespread, but usually covers
only the basics. Rural areas lag far behind
cities in the provision of pensions and
health care for the old.

By 2025 nearly one in four Chinese will
be over 60. China’s one-child policy has
made a mockery of yang er fang lao—fewer
among the younger generation are around
for the old to move in with, a trend rein-
forced by starting families later. By 2050
there are likely to be just 2.5 working-age
adults foreveryperson over65, down from
eight today. Chinese born in the boon-
docks who migrate to far-off cities in
search of work cannot easily take older
family members with them even if they
want to. 

Despite the challenges, many in China
still regard responsibility towards their
family as a defining feature of their culture.
Not much difference with other countries
there. But the expectation of filial piety
means that those who are not recipients of
it often feel ashamed or isolated, says Jean
Wei-Jun Yeung of the National University
of Singapore. Many are reluctant to seek
the help of neighbours when they need it,
for instance. A study of old people in
Shanghai by Yu Chen of Fudan University
found that84% rarelyorneverattended so-
cial activities.

The government acknowledges the

problem. When it relaxed the one-child
policy somewhat in 2013, one reason it
cited was a growing number of elderly sin-
gletons. Some enterprising local govern-
ments have introduced schemes aimed at
the lonely old. Young trainee doctors in
Hangzhou in eastern China can have free
board with old people living alone in re-
turn for companionship and basic medical
care. Several cities encourage “time
banks”, a model borrowed from America
and Japan, where over-60s help those, say,
over 80, building up credits to call in years
later. Yet a control-freak state remains ner-
vous about initiatives it does not closely
oversee. 

With a weaksocial-safety net, little sup-
port is in place for when families fail to
help those living alone. A study in 2013 by
Na Yu of the Beijing Institute of Technol-
ogy found almost no neighbourhood
communities in the capital offering the full
range of basic services elderly people
needed. Elsewhere, cities offer social activ-
ities but little personal care. Because of a
lack of doctors in the community, old peo-
ple with chronic conditions tend to linger
in hospital. Social workersare in short sup-
ply, underpaid and overworked and have
minimal training. Residential care is grow-
ing but still scant. China has 5.8m beds
(enough for nearly 3% of over-60s), but
there are often long waiting lists.

This is the background to a rise in the
suicide rate among China’s elderly, even as
that for other age groups is falling. In
2009-11 people over 65 accounted for just
underhalfofall suicides, and more in rural
areas: living alone in old age can be harsh
anywhere, but in China it may be particu-
larly isolating, given that so many young
Chinese have left their villages, and par-
ents, in search of work. The government
has tried to enforce filial piety, passing a
law in 2013 that threatens fines or jail if
people fail to visit parents and feed their
“spiritual needs”. It is a futile response. In a
rapidly changingChina, much greater state
provision is needed. 7
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SCOOPING up gems from the beaches
that form part ofone of the world’s rich-

est diamond deposits ought to be about as
profitable as, well, scooping up diamonds
from a beach. Yet South Africa’s state-
owned diamond miner, Alexkor, has man-
aged to make a hash of it. Over the past de-
cade it has posted losses more often than
profits and has needed frequent bail-outs. 

Evidence of its staggering incompe-
tence can be found in nearby Port Nolloth,
a town of a few thousand souls who hud-
dle between icyAtlanticwindsand the Na-
maqua desert, yet drive a surprising num-
ber of luxury German cars. This is because
as many as half of the diamonds it mines
there fail to make their way onto Alexkor’s
income statement, according to diamond-
industry insiders. (The government says
that only10% are stolen.) 

One old wheeze for getting gems out is
to smuggle homing pigeons into the mine
and then send them winging their way
home carrying cargoes of rough dia-
monds. Security guards apparently cot-
toned on after they found one poor bird so
heavily overloaded that it was trying to
hop back to its coop. Until then few had
bothered to askwhy the tiny towns nearby
had no fewer than six pigeon clubs. The
mine’s managers wring their hands, spend
more on security and forecast a return to
profitability, only to rackup more deficits. 

In this it is not unique. South Africa has
more than 700 state-owned firms, though
only a few count for much. The biggest in-

meanwhile, has led to rolling power cuts
that have slashed productivity in factories
and mines (as well as irritating South Afri-
cans, who like light in their homes). Power
shortages contributed to the dire economic
news released on August 25th showing
that the economy had shrunk at an annual
rate of 1.3% in the three months to June.
This will be a problem for some time to
come: foreign investors wanting to build
power-hungry factories have been asked
to come back in a few years. Few will
bother. Some economists reckon that if Es-
kom and Transnet were better run, the
country could be growing at up to three
times its current sickly rate, optimistically
forecast to hit1.5% this year. 

Many state-owned firms are also rack-
ing up large losses (see chart) and guzzling
subsidies. Petro SA, a national oil company
that wants to build the largest oil refinery
in Africa, will in fact gain a superlative
even if that plan doesn’t go ahead: it is
about to post a loss of about15 billion rand
($1.1 billion), the largest ever by a state-
owned company in South Africa. 

SAA, meanwhile, has soaked up more
than 30 billion rand ($2.3 billion) in bail-
outs over two decades. In the process it has
managed to smother domestic competi-
tion: ten of the 11 private airlines that
opened after South Africa’s skies were de-
regulated in 1991have gone outofbusiness. 

Instead of learning the obvious lesson—
that the state is not good at running busi-
nesses—the South African government
seems keen to double down. In mining, for
instance, ministers talk about having a
state-owned firm take over existing mines
that are cutting jobs or going out of busi-
ness because of low commodity prices. In-
stead of “unpatriotic” capitalist mines, the
government would like more state-owned
ones. “We think we should give it a push
and see if it works,” says Ngoako Ramatl-
hodi, the minerals and energy minister. 

clude Eskom, the power monopoly, Trans-
net, the railway and ports monopoly,
South African Airways (SAA) and Denel,
an arms firm. Between them they account
for at least 5% of the country’s economic
output. Yet these behemoths are mighty
drags on growth. During the global com-
modityboom before the 2008 financial cri-
sis South Africa’s mines struggled to ex-
pand because underinvestment by
Transnet had led to bottlenecks at ports
and on the railways. Some reckon the
country’s coal and iron ore mines could
have increased their exports by as much as
50% had they had the means to get their
minerals out to international markets. 

Chronic underinvestment by Eskom,

South Africa’s state-owned companies

Commanding plights
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Poorlymanaged state companies are dragging down the widereconomy
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2 His policies reflect a wider shift in the
government’s move away from markets
and towards a “developmental state” in
which the governmentowns“strategic” in-
dustriesand uses them to pursue goals oth-
er than profitability. 

When white rule came to an end in 1994
the government of Nelson Mandela inher-
ited a siege economy, full of state-backed
firms whose job had been to soften the
pain of sanctions by pursuing self-suffi-
ciency. (Sasol, for example, made petrol
from coal and natural gas.) 

The new African National Congress
(ANC)-led governmentswiftly lowered im-
port tariffs and sold stakes in firms. Invest-
ment flowed in. Aeroporti di Roma bought
a fifth of the national airports company,
Swissair tooka similar stake in SAA and in-
vestors paid $1.2 billion for a chunk of Tel-
kom, the phone company. 

Yet this dash to privatisation soon
slowed, because of opposition from the
Congress of South African Trade Unions
and the South African Communist Party,

both of which are allies of the ANC. By
2007 privatisation fell victim to political in-
fighting within the ANC as an alliance of
unionists and leftists ousted then-presi-
dent Thabo Mbeki and backed his replace-
ment by Jacob Zuma, the current president.
In return, the left got policies committing
the governing party to “strengthening the
role ofstate-owned enterprises”.

Since then the left’s grip on government
has grown ever tighter. The finance minis-
ter, Nhlanhla Nene, has been sidelined.
Most new plans for the economy are now
drawn up by two communists, Ebrahim
Patel, the economic development minister,
and Rob Davies, a trade minister who
doesn’t seem to think much of trade. Their
model is China. An ANC policy document
gushes that the economic “leadership of
the Communist Party of China...should be
a guiding lodestar of our own struggle.”
Many in the ANC like the idea that the rul-
ing party should control businesses di-
rectly, and China’s recent troubles proba-
bly won’t change their minds. 7

WHEN Adama Sankoh, the last person
known to have Ebola in Sierra Leone,

was discharged from hospital on August
24th the medical clock began ticking: if no
one else contracts the disease in the next 42
days, the country can be deemed free of it.
But like most infectious outbreaks, this one
forms a bell curve when charted over time.
The right-hand tail of the curve has stub-
bornly refused to disappear, as the occa-

sional case keeps popping up. 
What is most striking is that this long

tail is mainly due to the disease lingering
on in the country’s north-west. By contrast
its south-east has been free of the scourge
for nearly six months. Yet the north-west
has had far more foreign aid.

One reason for the south-west’s success
is that it is more isolated. (Traffic between
the north-west and Freetown, the capital,
is a lot heavier.) But subtler factors, includ-
ing the influence of prominent locals, may
deserve more credit. 

Itwas in the eastofSierra Leone, near its
border with Guinea, that Ebola first took
hold in the country, in around April 2014.
At Kenema Government Hospital, the big-
gest in the south-east, two respected doc-
tors, Sheik Umar Khan and Mohamed
Vandi, immediately sought ways to fight
the disease. As personal doctors to Amara
Vangahun, the paramount chief of Ke-
nema town, they persuaded him to call an
urgent meeting. The gathering included
other paramount chiefs, imams, priests
and political leaders such as the mayor.
Under Dr Vandi’s guidance the group
passed 30 laws, for instance banning fam-
ilies from taking in visiting relatives who
might be sick. For failing to report a guest,
you could be fined or jailed. 

At first the bell curve still swooped up-

wards. Health workers often lacked protec-
tive gear, ambulances were scarce and vil-
lagers did not realise how dangerous Ebola
was. But their doubts dwindled as the
deaths mounted. They recognised the full
horror when Dr Khan died on July 29th. 

AfterEbola reached a climax in mid-Au-
gust it began to plummet in the east, well
before much foreign aid had materialised.
Meanwhile the contagion spread west-
ward across the country. When it hit Port
Loko in the north-west, that district’s
health managers took charge, along with a
politically appointed Ebola co-ordinator.
They brushed non-medical people aside,
ignoring chiefs and headmen, who often
felt insulted. (Northerners, many from the
Temne tribe, have a longstanding reputa-
tion for rebelliousness.) Medical officials
also clashed with traditional healers loth
to refer the sick to hospitals. The flood of
donations from foreign governments and
agencies in some respects made matters
worse, as factions vied for vehicles, food
and cash. Western-led aid agencies also
jockeyed for access to the rush of funds.

By this summer things had improved.
Sierra Leone’s army was manning check-
points and enforcing quarantines in the
north. Foreign agencies were better co-or-
dinated and were encouraging chiefs and
traditional healers to get involved. The par-
amount chief of Port Loko town, Alikali
Mellah II, says the rift between traditional
and political rulers has healed and rattles
off a list of his favourite humanitarian out-
fits, which now reimburse chiefs for their
time and travel expenses.

Meanwhile in Kenema, Chief Vanga-
hun sits on his porch in a silver and aqua-
marine tunic, with his wife, three imams,
his advisers and the district’s official Ebola
co-ordinator, pondering why the scourge
lasted so much longer in the north-west.
“Pouring money into the fight against
Ebola does not solve the issue,” says a local
chief, as the men beside him nod. 7
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ON AUGUST 9th Iraq’s prime minister
announced reforms that ought to

have pleased the thousands of Iraqis who
have braved sizzling heat to protest this
month. The demonstrators rage against
dire and chronic power shortages, soaring
unemployment and years of flagrant cor-
ruption. Haider al-Abadi’s plan aimed not
only to increase accountability but also to
end the system of apportioning govern-
ment jobs according to sect and party.
Many Iraqis see such clientelism (which
took root after America overthrew Sad-
dam Hussein, Iraq’s late despot, in 2003),
as a primary source of the country’s rot.

Mr Abadi has started to do what he
promised. Three days after his announce-
ment, he fired his cabinet secretary. So far,
he has sacked a third ofhis ministers, abol-
ished the posts of half a dozen vice-presi-
dents and vice-premiers, and ordered a
sharp reduction in the number of body-
guards who make Iraqi officials feel safe
and important.

An unusually full-throated endorse-
ment for reform from Iraq’s most revered
Shia religious figure, Ayatollah Ali al-Sis-
tani, has helped to cow the prime minis-
ter’s critics. And the release, on August 17th,
ofa damningparliamentary report has put
Mr Abadi’s most dangerous political rival
on the back foot. It names the man he re-
placed as prime minister, Nuri al-Maliki,
among 30 army officers and officials to be
referred for possible prosecution for failing
to prevent the sudden, humiliating fall of
Mosul, Iraq’s second city, to Islamic State
fighters last year.

Yet the demonstrations have contin-
ued, with another big one planned in
Baghdad on August 28th. However much
Iraqis would be happy to see Mr Abadi
curb theirhated politicians’ greed, few give
the mild-mannered prime minister much
chance of success. “His reforms threaten
the interests of almost the entire political
elite, who have made tens of billions of
dollars skimming the system,” says Ali
Khedery, who advised successive Ameri-
can ambassadors in Baghdad and now
runs a Dubai-based consultancy. “Reform
must happen but because everyone is im-
plicated it still requires a miracle.”

Politically connected fat cats are only
one obstacle. The rising power of Iranian-
backed local militias represents another
(despite the backing for Mr Abadi of Iraq’s
Shia religious establishment). Embold-
ened by the near-collapse of Iraq’s regular

army last year, these militias, many of
which look for spiritual guidance to Iran’s
Supreme Leader, Ayatollah Ali Khamenei,
harbour bigger ambitions. “If the current
reforms prove little more than window-
dressing, they will mean the end of the po-
litical life of the prime minister and large
portions of the political class,” warns a re-
cent report from the International Crisis
Group, a think-tank. “In their place, militia

commanders would ride popular anger
and military supremacy to power.”

For the time being the Shia bigwigs,
along with rival politicians of all stripes,
have praised Mr Abadi’s initiative. But
since they know that the prime minister
lacks the power to enforce many of his de-
cisions, that may not last for long. Omi-
nously MrMaliki, the former leaderwhom
many Iraqis blame for ignoring corruption 

Reform in Iraq

Good on paper

BAGHDAD

But the prime ministerwill find it hard
to keep his fine promises

Protests in Lebanon 

Talking trash

SPEND enough time in almost any
Lebanese home and you’re likely to

hear the phrase “wayn al dawlah (where
is the state)?” It is a good question. De-
spite remaining relatively stable in a
hugely troubled neighbourhood, Leba-
non has few government institutions
that workwell. The last straw, for many,
has been the piles ofuncollected rubbish
that have festered on the streets of Beirut
throughout much of the scorching sum-
mer. Earlier this month, peaceful demon-
strators started gathering in front of the
Grand Serail, the fortress-like seat of
government. 

The peacefulness was short lived.
Protests last weekend quickly turned
chaotic, with Beirut’s fancy downtown
area engulfed in clouds of tear gas as
rioters set fires and threw stones, and
police fired rubber bullets and water
cannons back. One man has died, and
dozens have been injured. Before the
smoke cleared, protesters from the “You
Stink” campaign were blaming sectarian
infiltrators, dispatched by politicians, for
the violence. 

Rage at the government’s failure to
collect rubbish was really only a pretext.
For decades, Lebanon has endured daily
electricity blackouts, forcing those who
can afford it to pay extortionate fees to a
so-called “generator mafia” (most of
them linked to politicians) to get replace-
ment power. Water is scarce in the sum-

mer, thanks to bad management. Internet
speeds are among the slowest and costli-
est in the world. And bickering among
rival groups has kept the country without
a president since May last year (the prime
minister is standing in for him). “The
government barely makes any effort or
even long-term plans to solve any of the
issues,” says Ramez Dagher, author ofa
Lebanese politics blog, Moulahazat.

The root ofLebanon’s current mess is
the sectarian constitutional foundation
on which the country rests. Power is
divided among Sunni and Shia Muslims,
Christians and Druze. Enforcing policies
on the ground are the zaim, local heavies
loyal to their sect’s political leaders, most
ofwhom have been in power since the
Lebanese civil war ended 25 years ago.
After the shooting stopped, many militia
leaders simply swapped their combat
fatigues for business suits. Cronyism
infects business and politics alike. 

Concrete blast walls were erected on
August 24th around the Grand Serail.
Within hours they were covered in anti-
state graffiti, and were dismantled the
next day. The coming days will test the
You Stinkmovement, as the politicians
have in the past neutralised most protest
by dividing the protesters along sectarian
lines. For now though, many are hopeful.
“As long as the root of the problem is still
there,” Mr Dagher says, “the people will
keep protesting.” 

BEIRUT

Lebanon’s citizens are also fed up with theirdo-nothing politicians
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HE MAY be a lifelong member of the Li-
kud party, but Israel’s president, Reu-

ven Rivlin, is losing support among Israeli
conservatives. On July 31st Jewish vigilan-
tes killed two members of a Palestinian
family, including an 18-month-old toddler,
in an arson attack in the West Bank that
was supposedly “revenge” for Palestinian
home-building there. In a message pub-
lished in both Hebrew and Arabic, Mr Riv-
lin wrote that “my people have chosen the
path of terror and lost human form.” For
speaking out, he received a torrent of on-
line abuse, and even death threats from
some quarters. Daniella Weiss, leader of a
settlers’ group, tastefully quipped that
“Rivlin can sleep quietly. He’s not impor-
tant enough to be killed.” 

But the president’s focuson confronting
racism has made him a surprising darling
of the Israeli left. In interviews for his first
anniversary in office at the end of July, Mr-
 Rivlin attacked “those who believe that a
Jewish-democratic state is a democracy for
Jews only.” By doing so, the president
staked out distinct territory from that of
his own party leader, Binyamin Netanya-
hu, the prime minister. 

But though the president’s statements
are a welcome counter to a rising tide ofha-
tred between Israel’s communities, left-
wingers and liberals might remind them-
selves that theyare embracing a supporter
of the settlements who has also said that
“Zion is all ours. We must build in all the
land of Israel.” His popularity among the
opposition is chiefly a function of the cen-
tre-left’s failure to anoint a leader capable

of challenging the four-term prime minis-
ter, Mr Netanyahu.

“There is a deep leadership vacuum on
the left,” says Tamar Zandberg, a Knesset
memberofthe left-wingMeretz Party. “Riv-
lin is a right-winger, but also a democrat, a
man who represents liberal values of
equality. He has filled space just by doing
what the leaders of the main parties on
right and left are failing to do, saying what
needs to be said about human rights and
dignity.” 

Still, Mr Rivlin has no real alternative to
offer. He dismisses the plausibility of a
two-state solution, describing it as patron-
ising to imagine that the Palestinians could

ever accept a solution where “one state is
an invincible superpower and the other
is sub-autonomous” in a recent inter-
view. He doesn’t thinkIsrael should end its
military occupation of the Palestinian ter-
ritories. Instead he will only commit him-
self to a hazy notion of“confederacy” with
Palestinians and Jordanians. 

The role of Israel’s president is anyway
ambiguous. The title was invented by Isra-
el’s first prime minister, David Ben-Gurion,
to honour, but also to sideline, the veteran
Zionist leader Chaim Weizmann. “My
handkerchief is the only thing I can stick
my nose into,” the powerless Weizmann
later grumbled. 7

Israeli politics

The left’s Likudnik

JERUSALEM

President Reuven Rivlin is winning
unexpected fans

and entrenching sectarianism, has lately
been cosying up to the militia leaders. 

Already, there are whispers in Baghdad
that some of the changes Mr Abadi seeks
may be unconstitutional. Judicial appoin-
tees from Mr Maliki’s time may block
them. A further big problem is money. The
collapse in the oil price has knocked the
economy sideways. Last year Iraq earned
some $84 billion with an average oil price
of $91 per barrel. Export earnings for the
first seven months of this year have
crashed, leading to predictions of a budget
deficit that could top 20%.

And this is quite aside from Iraq’s dire
security situation. Fixing the government
in Baghdad would be a wonderful thing,
but the sad truth is that it controls barely
halfof Iraq’s territory. 7

Muslim dress in Egypt

Haughty about the hijab

NEARLYall women in Egypt, whose
population is 90% Muslim, wear a

veil. Some prefer a hijab, which covers
the hair only; others a niqab, which
leaves only a slit for the eyes; but few
appear in public unveiled. So it would
seem foolish for any Egyptian business to
exclude covered women. Yet that is exact-
ly what some fancy restaurants, pools
and beach resorts are doing.

A manager at the Lemon Tree, a restau-
rant with three outlets, says the owners
“do not think it is appropriate” for veiled
women after 8pm. A Kempinski hotel in
Cairo bans veils in the bar. The Steigen-
berger GolfResort in Gouna, a beach
town, makes veiled women swim in a
separate pool.

Muhajabat, as women who wear the
headscarfare called in Arabic, are now
naming and shaming places on a Face-
bookpage called “Hijab Racism”. Some
restaurants have rushed to clarify their
policies. The only time we would turn
anyone away is ifwe were full, wrote the
owners ofLilly’s, a café in Zamalek, a
posh part ofCairo.

The veil was rare in the Middle East’s
cities and towns in the 1970s, but mass
migration from the countryside—where it
was often worn for traditional rather
than religious reasons—made it more
common. Several countries have at-
tempted to regulate Muslim attire. Turkey
banned traditional dress—for men—in the
1930s; the veil was later banned in public
institutions. France and Belgium ban the
full face covering. At the other end of the
spectrum, in Saudi Arabia and Iran Is-
lamic garb is compulsory for women. 

Abdel-Fattah al-Sisi, Egypt’s president,
is a devout Muslim. But, like other Arab
strongmen, he portrays himselfas the
alternative to Islamists. He has regulated

mosque sermons and is changing school
textbooks. Earlier this month his educa-
tion minister said he would prefer prim-
ary school girls not to wear the hijab.
(Tunisia’s president, Beji Caid Essebsi,
wants to ban it.)

Mr Sisi doubtless thinks he is doing
something popular. By some reckonings
(there are no trustworthy statistics) Egyp-
tian women started shedding the veil as a
sign of resistance to the deeply unpop-
ular Muslim Brotherhood, which ruled
for just over a year after the fall ofHosni
Mubarak in 2011.

Yet citizens generally don’t like being
told what to do. In 2013 Turkey’s ruling
AKP party decided to loosen restrictions.
In 2011Syria reversed a year-old ban on
the niqab in universities. Egypt’s govern-
ment seems to be treading carefully. On
August 3rd Khaled Abbas, the tourism
minister, said the government will shut
down establishments banning covered
women. So far, though, he has done
nothing. 

CAIRO

Women campaign against places that ban the veil

Not always welcome
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FINLAND, with its baffling language and
culture of reserve, is not an easy place

for outsiders to penetrate. For Nura Farah,
the breakthrough came via the dissected
brains of dead cows. Ms Farah, who ar-
rived with her mother in 1993 as a teenager
seeking asylum from Somalia’s civil war,
spent eight years dreaming of a better life
in London while she was taunted at school
and bore racist abuse on the streets. But in
2001, workingasa lab technician in Helsin-
ki, she found herself charged with testing
cow tissue for bovine spongiform enceph-
alopathy, or mad-cow disease. The work
was fulfilling, her colleagues encouraging,
and she moved on to bigger challenges.
She took on Finnish citizenship, gave birth
to a son and last year became the first So-
mali Finn to publish a novel. 

Finland is a long way from the migrant
trouble that has erupted across Europe this
summer. But as a country with little his-
tory of immigration that has had to inte-
grate an unfamiliar minority, its experi-
ence resonates. Most EU countries will
soon start receiving asylum-seekers from
Italy and Greece, the main entry-points for
illegal migrants. Many residents, particu-
larly in Europe’s eastern half, resent this in-
trusion. Yet Europe’s migrant crisis has
seemingly outgrown national responses.

Not since the second world war has the
continent faced refugee flows of such com-
plexity and scale. Smugglers are exploiting

triple Operation Triton, a border-surveil-
lance mission that operates south of Italy.
Tens of thousands of migrants have been
picked up since then; 4,400 on one day, Au-
gust 22nd. After a shocking beginning to
the year the death rate has plummeted.

But migrants are adjusting their routes.
The big change this year is the number en-
tering Greece via short sea hops from Tur-
key. Syrians in particular have been put off
the Italian route by the chaos in Libya and
the dangers of the sea. The Greek govern-
ment, which has other things on its mind
(see page 45), needs help processing the ar-
rivals and wants many to settle elsewhere.
In May the European Commission pro-
posed relocating 40,000 asylum-seekers
from Greece and Italy to otherEU countries
(Britain, Denmark and Ireland have opt-
outs from such matters), with national
quotas determined by a formula incorpo-
rating population, GDP, unemployment
and previous asylum bids and resettle-
ments. But opposition from eastern Euro-
peans and Spain squashed the plan. 

Instead, most countries have volun-
teered to accept a certain number of relo-
cated asylum-seekers, amounting to 32,256
over the next two years; the EU hopes to
reach 40,000 by the end of the year. As
with the original plan, eligibility is limited
to migrants arriving in Italy and Greece
from mid-April who hail from countries
with asylum acceptance rates in Europe of
over 75%: for now that means Syria, Eritrea
and perhaps Iraq. The programme may be
operational in October, though logistical
problems could delay the start in Greece.
Less controversially, European countries,
working with the UN refugee agency, will
resettle 22,504 people from outside Europe
who already have refugee status. Most will
probably be Syrians currently languishing
in Jordan, Lebanon and Turkey.

the political vacuum in Libya to transport
Africans across the Mediterranean to Italy.
Refugees from Syria’s civil war clamber
into rubber dinghies at Turkish ports to
reach Greek islands. Then they traverse the
continent by the thousand, causing havoc
at borders and leaving officials to choose
between haplessness and brutality. Mi-
grants who have endured the savagery of
the Islamic State or the caprice of Eritrea’s
police state find themselves tear-gassed by
Macedonian police orevading the clutches
ofFrench security guards.

The raw numbers
Around 270,000 illegal migrants have
reached Europe’s shores so far this year,
more than in the whole of 2014, itself a re-
cord year. These numbers should be man-
ageable in a continent of 500m; but asy-
lum-seekers’ preferences for certain parts
of Europe over others create pinch points
at borders and tensions between govern-
ments. Some have resorted to security
measures to keep migrants out; others
speed their passage to the next state. What
such responses share is a wish to pass the
problem on. The current crisis is testing,
and fracturing, that approach.

European Union officials in Brussels are
searching for a common migration policy.
Their first success, after 800 would-be mi-
grants drowned off the Libyan coast in
April, was to persuade Europe’s leaders to

Migration in Europe

Looking for a home

BRUSSELS, HELSINKI AND WARSAW

Asylum-seekers, economicmigrants and residents ofall stripes fret over their place
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2 These numbers are puny next to the
scale of the problem: almost 50,000 asy-
lum-seekers reached Greece in July alone.
Some 4m Syrians have fled their home-
land, not to mention the Sudanese, Soma-
lis and others in camps in Africa who are
also candidates for resettlement—or may
decide to try their luck at the border. Yet by
EU standards, this is progress: the Triton ex-
pansion and the relocation plan erode the
notion that asylum-seekers are the sole re-
sponsibility of the country they reach first.

Europe has coped with emergencies be-
fore. The Yugoslav wars of the 1990s gener-
ated vast refugee flows that Germany and
others were able to manage. After the Viet-
nam war France accepted around 100,000
boat people. Yet today many central and
eastern European countries balk at calls to
accept even a few hundred migrants. Some
argue, plausibly, that new arrivals will sim-
ply up sticks as soon as they are relocated,
exploiting the passport-free Schengen area
to rejoin family in Sweden or find work in
Germany. Poland’s government, facing re-
election in October, is torn between a Eu-
rope demanding solidarity and a sceptical
electorate; 70% oppose taking in asylum-
seekers from Africa or the Middle East. 

Some have more atavistic concerns.
Slovakia wants Christian refugees only.
Hungary’s prime minister, Viktor Orban,
portrayshis countryasa doughtydefender
of European values in the face of an inva-
sion by people from “different civilisa-
tional roots” and the “intellectual derange-
ment” of liberals who want to let them in.
His government is building a fence along
the border with Serbia to keep out the
wretches traipsing up from Greece and
Macedonia. Ban-the-burqa debates have
sprung up in the three Baltic states (com-
bined population 6.2m), which together
will accept 725 refugees.

Many easterners fear that outsiders will
bring with them unwelcome values and
habits. Some look at crime-ridden French

banlieues or segregated Swedish cities like
Malmo and see a future theywish to avoid.
Finland shows how easily short-term refu-
gees may become long-term residents.
Thanks to family-reunification rules and
the magnetic pull of the diaspora, there are
now more than 16,000 Somalis in Finland,
up from 49 in 1990, making them the coun-
try’s third-largest minority, after Russians
and Estonians. Somalis account for one-
quarter of asylum applicants in Finland
this year, but just 2% across Europe. 

It may seem fanciful to imagine Syrians
or Eritreans putting down roots in Poznan
or Presov. (It may not happen, if enough
asylum-seekers break the terms of their re-
location and move on.) But no doubt
something similar could have been said
about Helsinki three decades ago. Over-
whelmed by the “Somali shock” in the ear-
ly 1990s, and in the midst of recession,
Finnish authorities had to improvise. In-
stant responses, like building reception
centres and crackdowns on overt racism,

gave way to integration policies such as
language classes and measures to ease So-
malis into the workforce. 

Today the picture is mixed. Somalis
tend to appreciate Finland’s peace and the
freedom it affords their Muslim faith. Fin-
land’s enlightened social-housing policy,
which aims to ensure mixed neighbour-
hoods, stops or at least slows the develop-
ment of Sweden-style ethnic ghettoes. But
Finnish children with immigrant back-
grounds struggle at school (see chart). In
2012, 38% ofyoung Somali men in Helsinki
were neither in work nor education. And
Finnish identity has not, by and large,
found space for the Somalis. Intermarriage
is rare. Ambitious Somalis move abroad.
When Finland’s biggest newspaper includ-
ed her novel in a list of books to watch, Ms
Farah’s delight quickly soured when she
saw she had been described as Somali
rather than Finnish. 

Without much recent history of immi-
gration to draw on, eastern European hosts
will have to learn the lessonsofintegration
quickly. The EU will pay countries €6,000
($6,900) per asylum-seeker. But language
lessons must be organised and reception
centres prepared. Schools have to make
specific provisions for children, some of
them traumatised, while helping them in-
tegrate with their peers. Citizens living
near reception centres will need reassur-
ing. NGOs must be mobilised. Perhaps
most importantly, governments must ease
the passage of adults into the workplace,
the best motor of integration. This might
mean tinkering with laws. All this takes
planning and political will. “You need to
start yesterday,” says Annika Forsander,
who ran Helsinki’s integration office for
seven years.

Yet few eastern European governments
have an interest in seeing the experiment
succeed. For if it does, Brussels will have a
betterchance ofpushingthrough a manda-
tory relocation scheme; the commission
plans to revive the idea, with a few tweaks,
earlynextyear. Whymight the second plan
succeed when the first flopped? Pressure
from Germany, groaning under an expect-
ed 800,000 asylum claims this year, is one
reason. Angela Merkel, the chancellor, de-
scribes the migrant crisis as “the next great
European project”. This week she teamed
up with François Hollande, the French
president, to urge action; a sure sign she
wants to get something done.

Logistically the Germans will cope
with their migrants, thanks in part to an ef-
ficient domestic relocation plan that
helped inspire the EU version. But the gov-
ernment frets about a political backlash;
thugs have torched lots of refugee homes
and the moans from regional officials are
growing louder. The EU’s relocation plan is
presented as a way to relieve Italy and
Greece, but it may also be an effort to re-
duce the burden on Germany and other
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2 popular destinations, such as Sweden and
Austria. Further rows lie ahead.

The tough approaches some govern-
ments take to illegal immigration spring
from a reasonable concern: they want to
choose theirmigrants rather than the other
way around. Economic migrants and asy-
lum-seekers journey together. Often they
are the same people—a Syrian refugee may
wish both to avoid decapitation and to
earn higher wages. (Still, nearly two-thirds
of the migrants to reach Europe this year
are from countries so dangerous that their
nationals are usually granted asylum.) Se-
curity services must be alert to the pos-
sibility of terrorists exploiting well-trod-
den migration channels. Assembling
fences, mobilising troops and dispatching
drones is therefore tempting. Yet it sits awk-
wardly with Europeans’ self-imposed obli-
gation to offer protection to anyone with a
well-grounded fear of persecution. And it
often merely displaces the problem from
one country to another. 

Some officials speak of tackling the net-
works that enable migrants to make their
epic journeys across deserts and moun-
tains. The best hope, many argue, is to con-
vince so-called “countries of origin” to
crack down on smugglers. Yet ruthless as
they may be, smugglers are meeting a de-
mand, and plenty of transit countries en-
joy the economic activity they bring. 

As outsiders appear ever more desper-
ate to enter Europe, its residents seem ever-
keener to keep them out. A recent Euro-
barometer poll found immigration at the
top of voters’ concerns for the first time in
the survey’s 42-year history. Populist par-
ties with anti-immigrant streaks are on the
rise: last week the Sweden Democrats, a
nationalist party with neo-Nazi roots,
topped a poll in Sweden. It is hard to imag-

ine a policy that would play into the hands
of such outfits better than a diktat from
Brussels to accept more Muslim refugees.
Last month Olli Immonen, a potty-
mouthed Finnish MP, called on his coun-
trymen to “defeat this nightmare called
multiculturalism” (foreigners account for
5.9% of the Finnish population). Finland’s
Somalis say the climate has grown frosty.

To help secure the support of voters for
more generous asylum rules, EU officials
still have cards up their sleeves. Next year
they will review the Dublin rule, which in
theory obliges asylum-seekers to make
their claims as soon as they enter Europe;
in practice it is a shambles. The EU also
promises to clamp down on Italian and
Greek officials, who are supposed to regis-
ter asylum-seekers on arrival but tend to
nod most through. Another tool is to expe-

dite the processing of asylum-seekers from
peaceful countries, notably the Balkan
states. This is a particular concern for Ger-
many: this year it has received more than
twice as many asylum-seekers from Alba-
nia, Kosovo, Macedonia and Serbia as from
Syria. Almost all of their claims are reject-
ed, but in the meantime they must be fed,
housed and otherwise supported. Mr Hol-
lande and Mrs Merkel have backed an EU
plan for a common “safe country” list. 

In the longer term, leaders will have to
talk to their people about demography.
Within ten years, according to Bruegel, an
economic think-tank, Europe’s labour
force will start shrinking. Africa, mean-
while, is growing apace; by 2050, the UN
projects that its population will be well
over three times that of Europe, up from
around 1.5 times as big today, and far youn-
ger. Europe could do with some sprightly
immigrants to boost its tax base and pay
for its growing army ofpensioners. 

Yet the scale of migration needed to tilt
Europe’s demographic curve is way be-
yond what voters might accept. Nor will
skill gaps necessarily be met by arrivals
from developingcountries, howeverenter-
prising. Other ideas are thin on the ground.
Guest-worker programmes have fallen out
of fashion. The EU’s “blue card” for highly
skilled non-European migrants is a flop;
bar Germany, European countries have
stuck with their own labour-migration
schemes. (The EU is promising a rethink.) 

Hope nonetheless
That may be no bad thing: Europeans
should compete for foreign talent rather
than form a monopoly buyer. But the do-
mestic politics are hard. Finland, which ex-
perienced a baby boom earlier than most
other European countries, has an ageing
and declining labour force. But the success
of anti-immigrant politicians has dimin-
ished the prospect of importing labour.
Still, politics can change as countries grow
richer. Over the years Spain and Ireland
have come to see themselves as countries
of immigration rather than emigration.
Germany may be inching closer to passing
a comprehensive migration law that goes
beyond the old guest-worker schemes. 

Amid all the wrangling, one should not
overlook the benefits to migrants, even if
they emerge in unexpected ways. Fadumo
Dayib, who arrived in Finland in 1990,
speaks extremely warmly of her adopted
nation, but to fulfil her ambitions she had
to move on somewhere else. Having spent
the past year studying at Harvard she is
now planning to run for the presidency of
Somalia. Even migrants who struggle to
take on their adopted homeland’s identity
are surprised to find it suddenly material-
ise when they travel. A few years ago Ms
Farah visited London but, confronted with
its bustle and noise, found herself craving
the quiet ofher Helsinki suburb. 7
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AMAINLINE train station in France at the
end of summer hums with the thrill of

journeys taken and families reunited. The
French travel more by high-speed rail than
any other European nation. Trains in the
French mind are about more than just effi-
ciency and convenience: they are a symbol
of national prowess. Which is why the
thwarted attack on August 21st on a high-
speed train bound for Paris has stirred up a
particularly difficult debate.

The attempted assault took place when
Ayoub El Khazzani, a 25-year-old Moroc-
can-born man, emerged from an on-board
lavatory shirtless and armed with an auto-
matic rifle, nine clips ofbullets, a hand gun
and a box-cutter. Thanks to the fortuitous
presence and quick thinking of two off-
duty American servicemen, who together
with other passengers overpowered him,
nobody was killed. François Hollande, the
French president, said that the assault
would otherwise have “degenerated into
carnage”. He awarded the Légion d’hon-
neur, the country’s highest honour, to six
of those who intervened.

The French public prosecutor, François
Molins, has opened a formal investigation
into attempted murder in connection with
a terrorist act. Mr El Khazzani claimed that
he found the weapons in a parkin Brussels,
the Belgian capital, where he boarded the
train, and that he meant only to rob pas-
sengers, not kill them. Mr Molins says he is
a radical Islamist whose planned assault
was “well targeted and premeditated”.
Shortlybefore loadinghisweapon, Mr Mo-
lins said, Mr Khazzani watched a jihadist
video on his phone. He had recently re-
turned from Turkey, a country often used
by would-be jihadists as a route to Syria.

That the gunman was able to board a
train with a bag loaded with heavy weap-
onry is not surprising. There are no securi-
ty checks inside the EU’s passport-free (or
Schengen) zone. To board a Eurostar train
from Paris to London, outside the Schen-
gen area, requires lengthy baggage and
passport checks. Not so when boarding a
high-speed train—on a neighbouring but
segregated platform of the same Paris sta-
tion—to Belgium or the Netherlands. 

Improving security without compro-
mising convenience is tricky. Ever since
deadly terrorist attacks in Paris eight
monthsago, French soldiershave patrolled
stations, though not trains. European tran-
sport ministers will discuss how to im-
prove security in October. Ségolène Royal,

France’s ecology and transport minister,
has called for metal detectors for railway
travel, especially for trains that cross in-
tra-EU borders. But this is highly unlikely.
Guillaume Pépy, the head of the French
railways, dismisses the idea of airport-
style security on trains as unrealistic. There
is 20 times more passenger traffic on trains
than on planes in France. It is precisely the
ease and efficiency of train travel that
makes it such a cherished part of French
life. 

The foiled train attack also raises fresh
questions about Schengen. Charles Mi-
chel, the Belgian prime minister, says the
rules should undergo “adaptation”. Span-
ish intelligence services had tipped off
their French counterparts about Mr El
Khazzani’s suspected Islamist links, and
the French had put him on a watch list.
Nonetheless, he was able with his Spanish
residency card to travel to a number of
Schengen member countries, including in
and out ofFrance, without detection.

The European Commission insists that
Schengen’s rules are “not negotiable”, al-
though there remains some margin for im-
proved policing and random checks while
leaving internal borders open. “It’s an illu-
sion to imagine that we can inspect every-
thing,” says Jean-Charles Brisard, a French
counter-terrorism consultant. “The real fo-
cus has to be on prevention and intelli-
gence.” France has already boosted its in-
telligence budget and tightened
counter-terrorism laws. But co-operation
within Europe remains uneven. European
plans to share passenger records, for in-
stance, urged by many after the Paris terro-
rist attacks, are still under negotiation. The
problem is that terrorists adapt faster than
the rules that are meant to thwart them. 7

French security

Derailed

PARIS

Afoiled train attackin France forces a
rethinkofhowEuropeans travel

EVER since the end of the Balkan wars in
1999, the most important question in

the region has been when and how to join
the European Union. Slovenia made it in
2004 and Croatia followed in 2013. For the
rest, however, the goal is still far off. The
prospects ofAlbania, Bosnia, Kosovo, Mac-
edonia, Montenegro and Serbia—all at dif-
ferent stages of EU integration—have ap-
peared stuckfor some time. 

But recent months brought progress,
mostly unnoticed in the rest of crisis-rid-
den Europe. On August 25th Kosovo and
Serbia signed several EU-aided agree-
ments, including one giving Kosovo’s Serb-

dominated municipalitiesmore rights. The
EU also mediated an agreement leading to
newelections in Macedonia, where a polit-
ical crisis had come to boilingpoint. An un-
workable EU policy blocking Bosnia’s ad-
vancement was abandoned. 

The single biggest change, says Remzi
Lani, an Albanian analyst, is that western
Balkan leaders now take their cue from
Berlin, not Brussels. “It is the German mo-
ment,” he says. The shift was on display at
a regional summit in Vienna on August
27th. Heads of government met as part of
what has become known as the “Berlin
process”, spearheaded by Angela Merkel,
Germany’s chancellor, who visited Alba-
nia, Bosnia and Serbia in July.

This time round German diplomats are
playing an even bigger role. The European
Commission does nothing in the Balkans
now, says one senior diplomat, “without a
green light from Germany”. Another big
player has also discreetly returned to the
game. America, which after1999 gradually
disappeared from the Balkans, is now far
more active again, often helping the EU
with timely diplomatic shoves. American
officials played a leading role in pressing
Kosovo to pass a law on August 3rd to
create an EU-backed war-crimes court.
Theyalso helped to secure a deal to end the
Macedonian crisis in July. 

There are several reasons why the Bal-
kans are attracting more attention in West-
ern capitals. Corruption, nationalism and
extremism are all on the rise. Some Mus-
lims are going to Syria to fight for the Islam-
ic State. Sympathy for Russia is rising in
some countries. Serbia’s plans to take part
in Russian military exercises earned it
sharp public rebukes from fartherwest. Be-
kim Collaku, Kosovo’s minister for EU inte-
gration, says: “From a strategic point of
view the EU needs to accelerate the pro-
cess.” Enlargement may be unpopular in
many member states, but the cost of delay
is rising. 7
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WHEN he became Turkey’s first popu-
larly elected head of state last year,

Recep Tayyip Erdogan vowed to be no “or-
dinary president”. Departing from politi-
cal tradition once more, he has now called
early elections for the first time in the coun-
try’s modern history after his Justice and
Developmentparty (AK) lost its12-yearma-
jority in parliament on June 7th and failed
to form a coalition government.

The setback has not dented Mr Erdo-
gan’s oft-voiced determination to create a
powerful executive presidency. It may
even have made a return to the polls more
attractive, showing him firmly in charge.
“Agree or not, Turkey’s regime has de facto
changed,” he said on August14th, implying
that a rewriting of the constitution that he
has long sought may be unnecessary. Prov-
ing his point, Mr Erdogan has stretched the
boundaries of his supposedly non-parti-
san role. He refused to give the opposition
leader, Kemal Kiliçdaroglu of the Republi-
can People’s Party (CHP), the chance to
form a government, triggering allegations
ofstaging “a civilian coup”. 

Returning to the polls is a gamble, how-
ever. Mr Erdogan appears convinced that
voters, having directed a warning shot at
his party at the recent polls, will return it to
power. But pollsters see little evidence of
that. For the time being, Ahmet Davutoglu,
the prime minister, has been asked to form
an interim unity government. Most of the
opposition has refused to join, with the ex-
ception of the main pro-Kurdish People’s
Democratic Party (HDP).

The situation is complicated by clashes
in Kurdish areas in the country’s south-east
between regional independence fighters
and the armed forces, which have claimed
hundreds of lives. Several municipalities
have declared self-rule and elected mayors
have been remanded in custody. The au-
thorities have imposed curfews in towns
where military operations are under way
and more than 100 areas have been desig-
nated “temporary military zones”.

Funerals of soldiers have become a
daily feature on television and emotions
are running high. While AK is aiming to
drive up nationalist votes, some bereaved
relatives have turned against it. “Why are
those who earlier talked of a peace settle-
ment now saying war to the end?” shouted
a grief-stricken lieutenant-colonel while
burying his younger brother. 

The situation in neighbouring Syria is
another source of volatility. Turkey has

opened its airbases to American aircraft
targeting Islamic State fighters and started
its own bombing campaign. A backlash of
some kind is likely. At the same time, the
economy, once a pillar of AK’s popularity,
is stagnating. The Turkish lira has plum-
meted and Mehmet Simsek, the finance
minister, says that “Turkey’s gains of the
past12-13 years are currently at risk.”

Mr Erdogan believes turbulence will
encourage Turks to vote for security and
certainty. “Chaos prevails in this country
because there is no presidential system,”
one minister asserted. But the president’s
oversized ambitions and his interference
in the process of forming a government irk
many voters. So too does a sense that cor-
ruption is getting worse. When Turks vote
again on November 1st they will have a
chance to show whom they hold responsi-
ble for their woes. 7

Turkish politics

The gambler

ISTANBUL

The president rolls the dice bycalling
new elections

WHEN in doubt, call an election, goes a
Greek political adage. It is as valid as

ever. After only seven months in power,
Alexis Tsipras, the prime minister, resigned
on August 20th with the intention of win-
ning a new mandate. The move followed a
revolt by hardline legislators in his left-
wing Syriza party over austerity measures,
wiping out Mr Tsipras’s majority in parlia-
ment. Greeks will vote for the sixth time in
eight years on September 20th or 27th.

It makes political sense for Mr Tsipras to
seeka newmandate rightawayrather than
try to limp on. Austerity measures im-

posed by European creditors will start to
bite in October, afterwhich governing may
become even trickier.

The creditors have mostly supported
the return to the polls even if it increases
short-term uncertainty. In any case, they
intend to drip-feed aid only when the mea-
sures Mr Tsipras signed up to have been
implemented. 

The most recent opinion polls show
Syriza leading the centre-right New De-
mocracy party by 24% to 22%, an unexpect-
edlynarrowmargin; some 15% ofvotersare
undecided. Polls conducted before the aus-
terity package was agreed put Syriza at
33-35%, close to the 36.3% itwon at elections
in January. 

Syriza’s rebel faction, led by Panagiotis
Lafazanis, once a senior official in the
Greek communist party and until recently
Mr Tsipras’s energy minister, quickly trans-
formed itself into a new political party
named Popular Unity. It includes 25 MPs
from the outgoing parliament and will
probably pull in at least one-third of the
members of Syriza’s 200-strong central
committee, say party insiders.

Mr Lafazanis will campaign for an exit
from the euro and the reintroduction of the
drachma. Some 25% of Greeks favour such
a move, claim Popular Unity officials. The
recent poll puts support for Popular Unity
at 4.5%. Yanis Varoufakis, the outspoken
former finance minister turned interna-
tional anti-austerity guru, has declined to
join the party. 

Mr Tsipras is hoping that the brevity of
the campaign will favour him. The opposi-
tion is incoherent, and thanks to a quirk of
Greek law governing elections held within
12 months of the previous one, he as his
party’s leader gets to choose all its candi-
dates. Two months of capital controls,
which restrict daily cash withdrawals to
€60, and a stagnating economy have not
destroyed Mr Tsipras’s personal appeal.
Even though he could not escape austerity
measures, “he put up a terrific fight against
the Germans in the negotiations [and] that
made people feel better,” says Aristides Fe-
nios, a garage owner. Most analysts,
though, think that Syriza will fall short of
an overall majority (it won 149 out of 300
parliamentary seats in January), forcing it
into a coalition. 

Greece’s reward foradheringto the new
creditor-imposed programme, say offi-
cials, will be access to billions of euros in
the new funds, a carrot offered by the Euro-
pean Commission which may help speed
a return to sustained economic growth
from 2016. Greece would also be eligible
for additional funds from the European
Central Bank’s quantitative-easing fund to
stimulate growth, which Ireland and Por-
tugal have already qualified for after suc-
cessfully completing their own bail-out
programmes. But weary Greeks will have
to put up with more voting first. 7
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Having invented democracy, Greeks
seeminglycannot get enough ofvoting

Melina Mercouri liked doing it
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IN A court in Highbury, north London, a
resigned-looking59-year-old with a thick

beard and alcohol on his breath pleads
guilty to assault. The judge hands down a
fine of£65 ($100), but waives the offender’s
obligation to contribute to prosecution
costs: his weekly disposable income is just
£40 in welfare payments, after he pays the
rent in the supervised hostel where he
lives. But the judge has no discretion over a
“criminal courts surcharge” of £150, an in-
novation introduced in April. Had the man
pleaded not guilty and then been convict-
ed, the charge would have risen to £520, or
£1,000 had the crime been a more serious
offence. The Ministry of Justice expects the
new charge to bring in up to £85m a year.

Strapped for funds, central government
departments and local councils are scrab-
bling to find new ways to balance their
books. Ministries outside the departments
for health and education have seen their
budgets cut by an average of nearly one-
quarter since 2010–11. Local councils have
seen 37% of their central government fund-
ing disappear. And that is just the begin-
ning: departments have been asked to find
further savings of up to 40%, as part of a
spending review due in November.

To plug the funding gap, departments
are digging into the pockets of their cus-
tomers. The Home Office, which will re-
ceive £1 billion less from the Treasury this
year than last, is planning to make money
from immigrants. It costs the Home Office
around £600 to issue a visa for settling a

sure centres are getting more expensive.
Charges can be an efficient way of ra-

tioning public services. London’s conges-
tion charge, an £11.50 levy on cars entering
the city centre, prevents its streets from get-
ting clogged. Parking charges force people
to vacate sought-after spaces. After New-
castle introduced a small fee for its munici-
pal rat-catching service in 2014, the num-
ber of call-outs dropped by 35%, which the
council put down to residents dealing with
the problem themselves by “clearing out
their sheds” (others say there are simply
more rats about). Local authorities rightly
balk at cutting spending on social services
while subsidising bars’ licensing applica-
tions to the tune of£170m a year.

Taxing decisions
But some ofthe so-called charges are much
more like taxes. Technocrats at the Office
for National Statistics classify a charge as a
payment related to the use, and cost, of a
service. If a charge is above cost, or sepa-
rate from the person’s use ofa service, then
it is a tax. That leaves the Home Office’s
pricey visas and NHS surcharge looking
uncomfortably tax-like. 

The distinction matters. Votersget more
exercised by taxes, which tend to be an-
nounced in the annual budget, whereas
new charges slip through departmental
bills without the same fiscal fanfare. Dip-
lomats are exempt from taxes, but not from
charges. This has led to an amusing squab-
ble over the London congestion charge: the
city says that foreign embassies owe it
£90m in fees and fines over the charge—
which the embassies insist is a tax (in 2006
the American ambassador was branded a
“chiselling little crook” over his refusal to
pay by the then-mayor, Ken Livingstone).

The court fees have sparked concerns
about access to justice. In June the govern-
ment launched a review into charges for
employment tribunals, after figures

dependant, but it now charges £2,141for the
service. A recent round of increases in visa
fees is expected to earn the department a
handy additional £90m a year. Since April,
immigrants from outside Europe have also
had to paya new£200 “NHS surcharge”, re-
gardless of whether they end up using the
National Health Service. 

The Ministry of Justice, which has seen
its budget cut by 34% in real terms since
2010–11, has been particularly enterprising.
As well as the criminal courts surcharge, it
has introduced a £250 fee for taking a case
to an employment tribunal, rising to £950
if the claim proceeds to a hearing. In July
the government announced it was consid-
ering plans to cover as much as one-quar-
ter of the cost of running some tribunal
courts with fees levied on the courts’ users.
It has also raised charges for services such
as getting divorced (which went up to £550,
from £410) and evicting a tenant (now £355,
up from £280).

Local councils have been similarly in-
novative in their charges. Getting old is get-
ting expensive: councils squeezed 4.4%
more in fees out of social-care users over
the four years from 2009–10. Even dying
isn’t cheap: income from cemetery, crema-
tion and mortuary services went up by
11.4% in the same period, according to the
Institute for Fiscal Studies, a think-tank.
Eight out of ten local authorities expect to
raise charges further. Fees for services such
as green waste collection are creeping in;
hours of free parking are shortening; lei-

Public services

Pay-as-you-go government

From divorces to corpses, cash-strapped government departments are finding
unusual newsources ofrevenue
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2 showed that the number of sex-discrimi-
nation cases fell by 83% after the charges
were introduced in 2013. So far there has
been no drastic improvement in the suc-
cess rates of such cases, suggesting that the
fees are putting off genuine victims rather
than merely time-wasters. Officials say
cases can take several years to resolve, so
an improvement may yet emerge.

The criminal courts charge has infuriat-
ed lawyers. “In criminal cases, no defen-
dant is ever a volunteer...people don’t re-
ceive a service—they are forced to be here,”
says Robert Kaim, a defence lawyer. More
than 30 magistrates have resigned over the
new charge. The Magistrates Association
says its members report that more defen-
dants are pleading guilty, to avoid the high-
er fees. The charge could even be self-de-
feating, if missed payments bung up the
courts—not unlikely, given that many of-
fenders are poor and chaotic.

Back in Highbury, the convict is ordered
to pay his charges in fortnightly instal-
ments of £10, to which he nods quiet as-
sent. Missing them could mean further ap-
pearances—and, perhaps, further income
for the government. 7

NORTHERN IRELAND’S peace process,
which has for more than a year been

stumbling uncertainly along, was dealt a
destabilising blow on August 26th when a
unionist party signalled its imminent
withdrawal from the region’s power-shar-
ingexecutive. The UlsterUnionist Party an-
nounced that it intended to pull out of
office following a gangland murder in Bel-
fast. Should other parties follow, Northern
Ireland’s fragile devolved government
could collapse.

The trigger for the upset was the back-
streets killing on August 12th of Kevin
McGuigan, a former member of the IRA,
which disarmed in 2005. Police say that
members of the IRA were involved in the
murder, though there is no evidence the

killing was sanctioned at senior levels.
George Hamilton, Northern Ireland’s chief
policeman, said the IRA remained in exis-
tence, but that it had radically changed: “It
is our assessment that [the IRA] is commit-
ted to following a political path and is no
longer engaged in terrorism,” he said.

Nonetheless, the Ulster Unionists’
leader, Mike Nesbitt, said the confirmation
that the IRA was still around had shattered
his party’s trust in Sinn Fein, the one-time
political wing of the IRA with whom it
now shares office.

The UlsterUnionists’ proposed exit pre-
sents a serious test for the administration,
which for nearly a year has been bogged
down in disagreement over welfare re-
form. Relations between the two parties
which dominate the executive, Sinn Fein
and the Democratic Unionists, have de-
generated into ill-tempered public spats.

Many locals see the power-sharing gov-
ernment as an inefficient talking-shop for
overpaid politicians. But its collapse
would cause alarm in London and Dublin,
where both national governments invest-
ed decades of effort in constructing an as-
sembly which they hoped would under-
pin the peace process with political
foundations.

Theresa Villiers, Britain’s secretary for
Northern Ireland, attempted to play down
the continued existence of the IRA. “There
is no evidence it’s involved in terrorism or
paramilitary activity,” she said, following
the murder. Although most would like the
IRA to disband completely rather than lurk
in the wings, the judicious application of
constructive ambiguity has helped to keep
the peace process afloat.

The Ulster Unionists lack the power to
bring down Northern Ireland’s govern-
ment on their own, since they head just
one of its13 departments. But theirwalkout
will put pressure on the Democratic
Unionists, the largest party in the govern-
ment, to follow suit.

Peter Robinson, the Democratic Union-
ists’ leader and Northern Ireland’s first
minister, will seek to regain the political
initiative by stressing that he too is con-
cerned about the IRA’s continued exis-
tence, though the police believe it repre-
sents little threat to the peace process.

A complicating factor is that the two
unionist parties, which have been bitter ri-
vals for decades, will be contesting elec-
tions in May next year. This led Martin
McGuinness of Sinn Fein, a former IRA
commander who is now Mr Robinson’s
deputy first minister, to claim that the Ul-
ster Unionists’ walkout was “more about
inter-unionist rivalry than...feigned con-
cern about our unequivocal commitment
to peace”. Whatever the motivation for the
Ulster Unionists’ exit, politicians in Lon-
don and Dublin will be anxious to per-
suade other parties not to follow them out
of the door. 7

Murder and politics in Northern Ireland

The consequences
of a killing
BELFAST

The murderofa formerIRA man causes
political tremors

Weather forecasting and the BBC

Turned out not so nice

SOME partnerships are regarded as so
sacrosanct that they are expected to

survive hurricanes, tsunamis and other
acts ofGod. And so it was with two
venerable British institutions—the BBC
and the national meteorological office.
The Met Office, founded in 1854, has
provided every forecast on the Beeb since
the first one in 1922, giving British people
the information they need each day to
avoid talking about anything meaningful
with people ofother social classes. 

But on August 23rd the BBC an-
nounced that the Met Office had not
made it to the final round of the tender-
ing process to provide forecasts from next
year. Reports suggest the finalists are a
Dutch and a New Zealand company. 

The BBC says it is “legally required to
go through an open tender process” to
secure the best value for money for its
licence fee, the tax levied on television
owners to fund it. “This is disappointing
news,” said Steve Noyes of the Met Of-
fice, with understatement. 

Experts were less restrained. “It’s
terrible news. The Met Office predictions
are among the most accurate in the
world,” says Grant Allen of the Universi-
ty ofManchester, alluding to one of the
great mysteries ofworld meteorology;
how the Met Office ofa country famed

for its unpredictable weather could con-
sistently be voted the world’s most reli-
able. That is exactly why it has emerged
as the best, says Mr Allen. “It has to be.” 

Pundits suggested various reasons for
the break: the Met Office wanted too
much money; it had failed to produce a
good enough app for smartphones.
Traditionalists hope it will all blow over.
But the episode shows that, in an age of
austerity, nothing is immune to change.
Not even reporting on the weather. 

The end ofa special relationship

No silver linings
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WHILE wandering in the Peloponnesian countryside, Philo-
poemen, an Achaean general, would gesture to folds in the

landscape and askhis friends: “If the enemy should be upon that
hill, and we should find ourselves here with our army, with
whom would be the advantage?” Machiavelli cites this in “The
Prince”, his treatise on power, to support his argument that a
leader should remain on a war footing during peacetime. With-
out acting as if an enemy is always over the next hill, he argues,
the prince will lose the discipline and loyalty ofhis sergeants and
people. He will lose his edge.

Bagehot commends the example to David Cameron, whose
Conservative party is without significant external foe. On August
25th a poll by ComRes put it on 42%, its best result since 2010. The
Labour Party is tearing itself apart and will imminently make Je-
remy Corbyn, an unelectable albatross, its leader. Even the right-
populists of UKIP are mired in infighting. For the first time in his
decade-old leadership of the Tories, Mr Cameron is experiencing
something that only two other recent prime ministers (Margaret
Thatcher and Tony Blair) have known: hegemony. 

Yet political dominance is not without its hazards. Winning it
could be to the Tories what winning the lottery is to those poor
souls who end up divorced and miserable; leaving the party di-
vided and Mr Cameron ineffectual. Like sudden money, sudden
power begets squabbles about how it should be used: Euroscep-
tic MPs are already planning to hijack the upcoming Conserva-
tive conference with whining about Mr Cameron’s renegotiation
of Britain’s EU membership. It also attracts pretenders: the prime
minister’s rivals are circling, some flirting with disloyalty in their
bids to woo party members (Boris Johnson, London’s mayor,
may yet back an “out” vote in the EU referendum). And it makes
MPs relaxed about disunity: many plan to rebel in forthcoming
votes on military action, data protection and devolution. The
prime minister’s post-election honeymoon is about to end.

What to do? Bagehot submits that Mr Cameron should follow
the example of Angela Merkel. His circumstances, it is true, are
other than those of the German chancellor. He is a Cavalier in an
adversarial parliamentary system; Mrs Merkel is a Roundhead in
a federal, consensus-based one. Yet she knows how to manage a
party that is riding high (in polls, her CDU has long hovered

around the 42% mark that the Tories have only now reached);
how to govern with no powerful rivals; how to preserve, deploy
and enhance a hard-won political hegemony. Her formula ech-
oes Machiavelli’s maxim of 500 years ago (and Philopoemen’s
actions of two millennia earlier): always imagine that your ene-
my is cresting the nearest hill; always act as ifyou are days from a
narrow election. This Machtkalkül—her constant, careful calibra-
tion ofpolitical risks and assets—has several aspects.

Merkiavelli’s method
A fundamental one is her close relationship with the public. Mrs
Merkel obsesses about the views of her voters—reportedly com-
missioning over 600 opinion polls between 2009 and 2013—and
treats these as revealed truth. She communicates directly with
them through television addresses, press conferences, a weekly
podcast and, recently, a national tour to discuss the quality of life
in Germany. “There is a Merkel majority, but not a CDU majority,”
explains one bigwig in the SPD, her bedraggled coalition partner.
But Mr Cameron, though much more popular than his party, is
curiously shy. By replicating the German chancellor’s confident
self-promotion and hair-trigger interest in the public mood, he
could perhaps achieve her ability to defeat parliamentary rebel-
lions through sheer popularity. As part of this strategy he might
rehire Lynton Crosby, the Australian pollster and big-data strat-
egist who helped win the election for the Tories.

Central to her obsession with owning the political centre
ground is Mrs Merkel’s pragmatism about policy. She quickly
junks unpopular measures (like support for nuclear power) and
steals popular ideas from the centre-left (like a minimum wage
and rent controls). To be fair, Mr Cameron is already doing this.
He talks about being a “one nation” prime minister and recently
adopted electorally popular Labour policies like a “living wage”
and a crackdown on tax dodging. But he could go further: out-
flanking Labour on house-building and rights to paternity leave,
for example, or even persuading disgruntled Blairites to cross the
floor once Mr Corbyn is enthroned.

MrsMerkel’sfiercelyguarded tenancyon the political centre is
also about process. She consistently opts for consensus, incre-
mentalism and—when all else fails—the dictum that an unpopu-
lar choice is “alternativeless”. Mr Cameron, meanwhile, is prone
to last-minute fixes and can be both imperious and impetuous.
That must stop. He could help settle the EU question by framing
his renegotiation not as merely a six-month dash to repatriate
powers but instead as a decade-long process to reshape the un-
ion. The sometimes-aloofprime minister could also emulate Mrs
Merkel’s use of a gang of close parliamentary outriders (known
asher“Boygroup”) to woo, cajole and smooth-over legislative dif-
ferences. In his battles over the expansion of Heathrow airport
and intervention in Syria this could make the difference between
success and ignominious defeat.

The question is: can Mr Cameron do it? Copying Mrs Merkel
would mean changing his hands-off style of leadership. Hers
maylookstatelyand calm, but it entailsa frantic, constant calcula-
tion and recalculation of risk and reward. By contrast it is hard to
imagine the prime minister spending a House of Commons de-
bate glued to the flow of intelligence and data on his phone, or
wooing his praetorian guard of MPs. But he should make the ef-
fort. Because ifhe does not, many in his party will run amok. And
one day—sooneror later—a revived opposition, electable and am-
bitious, will appear over the crest of that hill. Better be ready. 7

The statecraft of Davela Merkeron

What Angela Merkel teaches David Cameron about political hegemony

Bagehot
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AT THE Burj Al Arab hotel in Dubai, one
of the world’s most luxurious (pic-

tured above), guests can avail themselves
of 24-carat gold iPads and caviar facials.
The cheapest rooms cost $1,000 a night;
those interested in the royal suite can ex-
pect to pay nearer $25,000. Such ostenta-
tion is not to everyone’s taste. But it illus-
trates a trend: the way that the rich spend
their money is changing.

Once, the well-heeled bought fancy
stuff. Nowadays they spend more on
things to do and see. A report last year by
the Boston Consulting Group (BCG) found
that of the $1.8 trillion spent on luxury
goods and services worldwide in 2012,
nearly $1 trillion went on “luxury experi-
ences”. Travel and hotels accounted for
around half that figure. 

This partly reflects the growing weight
of rich folk from developing countries.
Wealthy Chinese spend 20 days a year
travelling for leisure, according to ILMT, a
travel agency. The most popular destina-
tion was Australia, and nearly half made it
as far as Europe. On average, affluent
Americans went on holiday 3.9 times in
2014, says Resonance, a consultancy, up
from 3 times in 2012. Around half travelled
more than 1,000 miles (1,600km) for their
most recent trip. They favoured Europe, es-
pecially Italy, Britain and France. 

Antonio Achille of BCG says luxury
consumers have distinct spending styles,
depending on how old they are and

the poshest hotels. 
So differentiation must come from

more personalised service. Value is added
by “being generous in small ways”, says
Frank Marrenbach, the chief executive of
the Oetker Collection, a luxury-hotel
group. Attentive service means remember-
ing customers’ every preference, either be-
cause they have visited before or because
the hotel has gathered data from previous
trips elsewhere. Equally important is
knowing when to step back, says Mr Mar-
renbach, because for rich guestsdowntime
is also a luxury. At Villa Stephanie, a spa
the group runs in Germany, guests can flick
a switch in their rooms that blocks all wire-
less signals to theirphones and computers.
(Fortunately for paupers who stay in
cheaper joints, many of these devices al-
ready come with a handy off-switch.) 

The established rich, because they own
so much stuff, place a high value on doing
or feeling something new. According to
BCG, they claim to gain three times the
emotional reward from an experience,
compared with owning something with
the same price tag. For luxury-travel retail-
ers, this means that selling fancy add-ons
to trips is one of the most lucrative parts of
the trade. 

Abercrombie & Kent, an upmarket tra-
vel agency, for example, arranged for its
guests in Egypt to view Queen Nefertari’s
tomb, even though its doors had been
sealed to the public for decades. In Mos-
cow its clients can attend a private opening
of the Kremlin grounds and have lunch 

whether they were born rich or became so
later. The young and the recently affluent
tend to buy visibly costly items that will
impress their peers. Soft Living Places, an
Italian luxury hotelier, recently filmed an
advert to educate newly rich Russian tour-
ists. It offered such advice as “don’t show
off by ordering the most expensive bottle
of wine on the list.” By contrast, the longer
someone has been rich, the more likely he
is to value quality over ostentation. 

When they travel, rich 20-somethings
are drawn toward gregarious pleasures
that can be shared on social media to make
their friends jealous. But plenty also view
holidays as a time to learn something and
broaden their cultural horizons, says Chris
Fair of Resonance. Though older travellers
to India still frequent the Taj or Oberoi ho-
tels, youngeronesare more likely to plump
fora homeshare—albeit a posh one. The es-
tablished wealthy spend relatively more
on travelling to five-star hotels. 

Tapping into this more traditional mar-
ket is not easy: in some respects, the luxu-
ry-hotel business has become commodi-
tised. As the standard at the best establish-
ments has risen, high-paying guests have
come to expecta level ofservice that is ever
harder to exceed. “There is only so much
caviar and champagne you can throw at
them,” says Milton Pedraza of the Luxury
Institute, a consultancy. Opulent bath-
rooms, world-renowned chefs and state-
of-the-art technology are now the norm at

Luxury tourism

A place to lay your bread

The waythat the rich travel is changing
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2 with an ex-KGB agent who worked as a spy
in London during the cold war. Even when
shopping, the experience can matter as
much as the acquisition. For some it is im-
portant not just to own a Burberry raincoat
but also to have bought it from the brand’s
flagship London store.

The biggest concern of rich travellers,
according to Resonance, is safety. As crime
levels have fallen in cities such as London
and New York, they have become more ap-
pealing to affluent visitors. Metropolitan
travel is now as popular as traditional
“drop-and-flop” resorts with well-off
Americans, says Resonance. Hotels and
tour operators catering to the rich must be
able to prove their security credentials. Ab-
ercrombie & Kent owns its own “destina-
tion management companies” in many Af-
rican and Asian countries, which can
respond quickly to problems, including by
evacuating guests caught up in Nepal’s re-
cent earthquake.

For the very richest travellers, there is
another consideration. Many will go to ex-
traordinary lengths to make far-flung desti-
nations feel like home. Kevin Johnson has
worked as a chief-of-staff and palace man-
ager for several billionaires. Some of his
employers would even take their favourite
bed on their travels, he says. When arrang-
inga holidayon a remote island, his bosses
also insisted on theirown IT infrastructure,
often sending someone ahead to install it.
This was partly to ensure security, he says,
but also to be sure they could watch their
favourite television channels. For the trav-
eller who has everything, the familiar can
be the biggest luxury ofall. 7

ATOURIST flying economy class from
Britain to Kenya and back generates

around a tonne of carbon emissions, ac-
cording to the International Civil Aviation
Organisation. No matter how many times
he reuseshis towelsorsitson a composting
toilet when he is there, he could never
hope to offset the burning of all that jet
fuel. Does that mean the very notion of
“sustainable tourism” is an oxymoron?

The phrase has three possible mean-
ings. The first is ecological. Given the con-
tribution that transport, especially by air,
makes to global warming, on this defini-
tion it is almost guaranteed to fall short.
The only truly sustainable holiday would
be camping in the back garden eating ber-
ries, says Harald Zeiss of the Institute for

Sustainable Tourism at Harz University in
Germany. The second is social. Ideally,
when culturesmeetand gain in mutual un-
derstanding the long-term benefits will be
intangible, but real. The final one is eco-
nomic. Tourists who step off the beaten
trackhave a chance to help lift the poor out
of poverty and encourage them to pre-
serve their environments for financial
gain. The question is how much weight to
give to each.

According to the World Tourism Orga-
nisation (UNWTO), a UN agency, 1.1 billion
international trips were made in 2014, a
4.4% increase on the year before. As popu-
lar destinations become overcrowded,
more people seek places that remain com-
paratively unspoilt. But pristine wilder-
nesses don’t stay pristine for long once
they are on the holiday trail. The paradox
of sustainable tourism is that it can be
“both a destroyer of nature and an agent
for its conservation”, notes Andrew Hold-
en ofBedfordshire University in Britain. 

Keeping resorts small, and perhaps
even temporary, can help resolve that par-
adox in favour of conservation. Maurice
Phillips and Geri Mitchell opened Sandele,
an eco-resort, in Gambia in 2008. Locals
are too often persuaded to sell their land to
developers for less than it is worth, says Mr
Phillips, and villages can vanish once the
hotels go up. Instead, he leased the land for
Sandele from villagers, and employs them
in the resort. When the lease runs out in 20
years’ time the property will revert to lo-
cals, who should by then have the skills to
manage it. The pair also run courses for lo-
cals, including on how to make “rocket
stoves” that require very little wood for
fuel, thereby reducing deforestation.

Those on larger-scale eco-tourism pack-

ages may be doing good in other ways.
Concentrating large numbers of visitors in
a single location increases their local im-
pact—which can be for the better. Ifa resort
buys local food, says Mr Zeiss, or invests in
renewable-energy generation that can be
used by those who live nearby, then the
surrounding area can receive a boost. 

But hotels must seek ways to mitigate
their negative effects. Though signs sug-
gesting that guests can help “save the plan-
et” by re-using their towels overstate the
case, water-guzzling is one of the biggest
evils of mass tourism. An analysis by
Thomas Cook, a large holiday firm, sug-
gests that on average each tourist around
the world accounts for around 350 litres of
water per day by showering, using the
swimming pool and the like—which rises
to 6,000 litres when indirect use such as
food production is added. In Greece, for ex-
ample, each tourist directly uses around
three-fifths more water than a local. Being
more frugal with water can boost firms’
profits. TUI, another big travel company,
says it saved €2.2m ($2.5m) in 2014 by cut-
tingenergy and wateruse at 43 of its hotels. 

But often it is the guests themselves
who kick against energy-saving initiatives.
To stop patrons leaving lights and air-con-
ditioning on when they are out, many ho-
tels have keycards that control the electrics
in rooms. Yet some report that guests over-
ride the system by inserting a business
card into the control slot before heading
out, rather than wait to recharge portable
devices or put up with a stuffy room for a
few minutes on their return.

Overall, the benefits of sustainable tou-
rism outweigh the harms, thinks Dirk
Glaesser of the UNWTO. Mr Zeiss argues
that the most unnecessary flights are taken
not by tourists but by businessfolk who fly
abroad for a toe-touch meeting that could
easily have been replaced by a video-call,
and then fly home the same day. Perhaps.
But it is unclear how many such trips actu-
ally occur. Executives already have an in-
centive to avoid unnecessary business tra-
vel—it is less fun than the frivolous sort. 7
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The paradoxofsustainable tourism
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EARLIER this year BMW advertised on
WeChat, a popular messaging app in

China with around 550m monthly users.
But its ads were shown only to those
whose profiles suggested they were poten-
tial buyers of expensive cars. Others were
shown ads for more affordable stuff, such
as smartphones. The campaign bruised a
few egos. Some of those not shown the
BMW ad complained, referring to them-
selves as diao, or (putting it politely) losers. 

The carmaker’s experience shows the
complexities of advertising today, when it
is so easy for dissatisfied customers to
make their voices heard. But it was also an

It is too early to tell how many consumers
want such a convenience, but the social
platforms foresee a future in which they
get paid by advertisers to provide instant-
shopping services that make the platforms
more useful to their members, and get
them to spend more time on them. 

To wring the most out of the ability to
target consumers precisely on social me-
dia, ad agencies are making big changes to
their campaigns. Instead of creating a sin-
gle, broad-brush message that will run
across television, radio, print and outdoor,
they are producing many variations on a
theme, matching each to the subset of con-
sumers they judge most likely to respond
to it. Last month Lowe’s, an American
home-improvement retailer, ran a cam-
paign on Facebook in which users were
sent one ofseveral dozen versions of its ad,
depending on which part of their homes
they had mentioned on social media. 

The iterative nature ofdigital marketing
has meant lots of work for ad agencies and
public-relations firms. However, the 

example ofhowmarketingchiefsare strug-
gling to find the right way to reach consum-
ers on new digital platforms, where they
are spending ever more of their time. 

Not long ago social-media marketing
was something that brand managers might
ask their summer interns to deal with. To-
day it has become a pillar of the advertis-
ing industry. Social networks like Face-
book, Twitterand LinkedIn have cultivated
vast audiences: 2 billion people world-
wide use them, says eMarketer, a research
firm. Online advertising of all sorts contin-
ues to grow, and within that category,
spending on social-media ads has gone
from virtually nothing a few years ago to
perhaps $20 billion this year (see charts). 

Advertisers like social-media platforms
because they gather all sorts of data on
each user’s age, consumption patterns, in-
terests and so on. This means ads can be
aimed at them with an accuracy that is un-
thinkable with analogue media. For exam-
ple, Chevrolet, an American car brand, has
sent ads to the Facebook pages and Twitter
feeds of people who had expressed an in-
terest in, or signed up to test-drive, a com-
petitor’s vehicle.

Such fine-tuned targeting means that
the distinction between advertising and e-
commerce is becoming blurred. Facebook,
Twitter, Instagram and other platforms are
selling ads containing “buy now” buttons,
which let users complete a sale on the spot.

Marketing in the digital age 

A brand new game

SAN FRANCISCO

As people spend more time on social media, advertisers are following them
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Monetising Snapchat

Snap judgments

AWHOLE generation ofyoung people
has been snapped up by Snapchat.

Every day around 100m people world-
wide use the smartphone app to send
(sometimes saucy) photos, videos and
messages that quickly disappear from the
recipient’s phone. Some 60% ofAmeri-
can smartphone users between the ages
of13 and 34 use the service, the firm
claims. It is among the most highly val-
ued private technology firms in the
world: its most recent financing round, in
May, put a $16 billion price tag on it. 

The app’s impermanent messages,
which help protect the sender’s privacy,
have made it popular among young
users. So has its clunky user interface,
which dissuades parents from using the
app. One ofSnapchat’s most-used fea-
tures is “stories”—mash-ups ofvideos
that users take with their smartphones’
cameras, recapping their day’s activities,
over which they can doodle and write
captions before sharing them with
friends. Perfect for the “selfie” generation. 

In recent months advertisers, eager to
reach young consumers who spend less
time with older media, have become
captivated by Snapchat’s potential. Both
Facebookand Google reportedly tried to
buy it in 2013. Snapchat preferred to go it
alone, and must now balance the in-
terests ofusers and advertisers. 

It has experimented with different ad
formats. When it first started allowing
commercials a year ago, brands could
pay for their “stories” to be seen, but now
they cannot. “It’s frustrating when brands
come onto a platform and try to act like
people, because brands aren’t people,”
Evan Spiegel, the firm’s 25-year-old boss,
has said. Nor does Mr Spiegel want to slip
ads into personal messaging streams,
because users would find this intrusive.
For the same reason, Facebook’s messag-
ing apps, FacebookMessenger and

WhatsApp, do not yet offer ads. 
Snapchat was a pioneer of“vertical”

video ads, which play upright, the way
people hold their smartphones, and have
higher completion rates. Like Facebook,
which recently started embedding news
articles in its social-networking app,
Snapchat has put more emphasis on
attracting professional content, which
keeps users’ attention for longer, giving
advertisers more opportunities to reach
them. About a dozen media firms, in-
cluding CNN and the Daily Mail, now
host selections ofnews articles in a sec-
tion ofSnapchat called “Discover”. Pub-
lishers sell ads within their articles and
share the revenue with Snapchat. 

It is early days, and as yet only a trickle
of revenue is coming in. This makes
Snapchat’s valuation all the more eye-
popping: Twitter, which is stockmarket-
listed and had $1.4 billion in revenue last
year, is supposedly worth only about $1
billion more. When Snapchat goes pub-
lic, as is expected in the next couple of
years, it will face an audience far more
critical than its rapt users currently are,
and judgments that will not conveniently
disappear at the end ofeach day.

VENICE, CALIFORNIA

The messaging app tries different ways to sell ads without annoying its users

brands that hire them must weigh the “pro-
duction-cost trade-offs” that come with
personalisation on social media, says Pete
Blackshaw of Nestlé, a food manufacturer.
“You can target too much.”

Marketing chiefs also need to think
through efforts to give their brands “online
personalities”. Twitter has been the main
place where brands try to sound authentic
and clever. When Apple announced its
gold iPhone in 2013, Denny’s, a restaurant
chain, sent out a gently mocking tweet
showinga photo ofitspancakes, which are
“always available in golden”. It seemed to

go down well with consumers.
But in attempting to ride social-media

trends, companies can easily fall flat on
their faces. DiGiorno, a frozen-pizza maker,
noticed that a number of people were us-
ing the hashtag “#WhyIStayed” on Twitter
and sent out a jocular tweet that they had
stayed for the pizza. It turned out that the
comment thread was about domestic vio-
lence and why women remained in abu-
sive relationships. DiGiorno took to social
media again—this time to apologise.

In spite of such pitfalls, social platforms
are likely to receive an ever larger part of

marketers’ budgets. But the digital-media
business is still young and volatile, and it is
hard to predict which social networks are
destined to become the new-media equiv-
alents of America’s big four broadcast-TV
networks. For a time, Twitter seemed to be
the place to be for advertisers; more recent-
ly ithasbeen dogged bymanagement turn-
over and slowing user growth. Now Face-
book is the favourite among marketing
folk: it claims nearly five times as many
users and nine times as much revenue as
Twitter. Facebook has bought several
nascent social-media services that might
have grown to become challengers, such
as Instagram, a photo-sharing app, and
WhatsApp, a messaging app. It has been
rolling out ads cautiously on Instagram, to
see how users react, but has yet to start
doing so on WhatsApp. 

Some old media have yet to feel much
pain from the loss of ad revenue to digital
rivals. TV advertising has until now kept
growing. But as time goes on, and as TV au-
diences both decline and shift to services
that do not have ads, such as Netflix, the
competition will be more keenly felt. How-
ever, social networks, and TV advertisers
interested in switching to them, have yet to
work out what is the optimal format for
video ads. In 2012 Twitter acquired Vine,
which lets people post six-second videos;
several months ago Periscope, an app for
live video also owned by Twitter, was all
the rage. Advertisers have experimented
with both services, but as yet neither has
taken offas a marketing medium. 

It still makes sense for marketers to try
these new services out, because there is
something of a first-mover advantage in
digital advertising. Brands that are early to
use new platforms benefit disproportion-
ately, explains Linda Boff, a marketing
chief at General Electric, because their us-
ers have not yet become saturated with
marketing messages. 

The latest social platforms to get the at-
tention of marketing types are a bunch of
messaging apps, such as Snapchat (see
box), WeChat and Kik, where young users
send messages, photos and videos directly
to friends. Brands are also starting to do
more with Pinterest, where users can “pin
up” images of things that appeal to them. It
seems a fair assumption that users may
want to buy the things they are pinning up,
although the platform, which has 70m us-
ers, may never achieve the scale of Twitter
(300m), let alone Facebook(1.5 billion). 

Even if marketers master social media
without coming across as clumsy, grating
or intrusive, there will surely be a limit to
how much advertisingwill shift to the plat-
forms. Television ads are still great for
reaching big audiences with simple mes-
sages. Print ads can lend brands an air of
credibility (we would say that, wouldn’t
we?). Like fund managers, advertisers will
always want a balanced portfolio. 7
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SIX companies dominate the business of
farm supplies. The interestofMonsanto,

the world’s biggest seed producer, in buy-
ing Syngenta, the largest agrochemicals
firm, had threatened to whittle them down
to five. That raised worries about whether
the reduction in competition would mean
less innovation—and thus slower improve-
ments in crop yields—as well as higher
costs for farmers. 

However, Syngenta played hard to get.
It rebuffed a bid of $45 billion in June. And
another, made on August 18th, worth
around $47 billion. So, on August 26th,
Monsanto walked away. But consolidation
ofthe industrymaybe in prospectanyway.
The takeover battle stimulated the interest
of other big agricultural suppliers: BASF,
another of the big six, had reportedly
sought financing to make a rival offer for
Syngenta. And Monsanto itselfmay not be
done. Next year the firm may set its sights
on another target, reckons John Klein, an
analyst at Berenberg, a bank.

Two decades ago the industry was far
more fragmented. In 1994 the top four com-
panies in the worldwide market for seeds
and crop biotechnology had a combined
share of 21%. By 2009 the top four’s share
was 54%. Similarly, in agrochemicals, the
top four’s share rose from just over a quar-
ter to more than half over that period. But
the pressure for another round of consoli-
dation remains. 

Low commodity prices, which are be-
ginning to curb farmers’ spending on sup-
plies, are one reason for that. Another is
plants’ growing resistance to old herbi-
cides. Monsanto has enjoyed rich rewards
from its weedkiller, glyphosate, sold as
“Roundup”, and from “Roundup Ready”

seeds that it has genetically altered to with-
stand the chemical. But the weedsare fight-
ing back. A study published in 2013 by the
Union of Concerned Scientists found that
weeds resistant to glyphosate are present
in more than halfofAmerica’s farms. Mon-
santo is developing crop seeds resistant to
dicamba, another herbicide, and plans to
spend perhaps $1billion ormore on a plant
to produce the chemical. This will some-
what help it bear the embarrassment of
Syngenta’s rebuff. But buying a big rival
would furthersecure itsgrip on the market. 

Syngenta’s boss, Mike Mack, argued
that Monsanto’s bid showed that it lacks
“fundamentally new innovation” to drive
its growth. Monsanto’s purchases in recent
years of several firms that provide farmers
with detailed data on local soil and climate
conditions are “just cover for the fact that
their core markets have been saturated,”
Mr Mack said. Others disagree. Mr Klein
says precision farming, possible thanks to
troves of data, remains “enormously im-
portant” for American agriculture. 

Even so, buying Syngenta would have
strengthened Monsanto’s position in Asia
and Africa, and helped it broaden its focus
from maize and soybeans. The takeover
would have brought cost savings and, by
means of an “inversion”—a shift in Mon-
santo’s base to Britain—a lower tax bill. 

Those opposed to the industry getting
even more concentrated fear it would
mean less innovation, as a handful of glo-
bal giants concentrate on defending their
existing intellectual property. Since the
mid-1990s the big six—Monsanto, Syn-
genta, Bayer, Dow Chemical, BASF and Du-
Pont—have between them bought up more
than 200 other companies and their pat-
ents. Some fret that research would be-
come more focused on the most profitable
crops, rather than seeking improvements
to those that might feed the poor, such as
cassava in sub-Saharan Africa. 

The other big worry is that the fewer
firms there are producing seeds and herbi-
cides, the more expensive these will be for
farmers. In recent years American farmers’
spending on fertiliser, seeds and other in-
puts has risen significantly (see chart), and
the prices they have been able to charge
have not kept pace with their increasing
costs. The country’s National Farmers Un-
ion opposed Monsanto’s moves on Syn-
genta, and welcomed the bid’s collapse. 

To such concerns, Monsanto had re-
sponded that the merger would give it
greater scale in under-served markets,
with farmers gaining access to a broader
variety of products. It also said combining
the two firms’ research pipelines would
help to speed up the development of new
products. This failed to convince Syn-
genta’s bosses, apparently, even though
the final offer was around the level that a
recent poll of Syngenta investors had indi-
cated might sway them. Its share price

swooned after the bid collapsed.
Getting the agreement of Syngenta’s

board and shareholders would not have
been the final hurdle anyway. Monsanto
had offered Syngenta a break-up fee of $3
billion if competition authorities were to
scupper a deal, by way of demonstrating
confidence that they would not do so. But
getting approval from regulators in Ameri-
ca and other important markets might
nevertheless have been challenging. Other
combinations of the big six raise fewer
antitrust questions. Syngenta and Dow, for
example, could join up without the need
for Syngenta’s seeds business to be
sold—as Monsanto had planned, to pacify
regulators. One deal has not flowered.
Others may. 7

Agricultural supplies

Controversial
hybrids

Syngenta has sent Monsanto packing.
But otherdeals mayfollow

Growing costs

Source: USDA *Forecast
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Roundup Ready—but so are some weeds

CLARITY or chaos? Supporters of the
Base Erosion and Profit-Shifting (BEPS)

project, being worked on by the OECD, ar-
gue that it will bind multinationals to a
consistent set ofglobal tax rules, providing
them with less licence than they now have
to short-change governments through art-
ful use of loopholes in national laws. Scep-
tics worry that it could only lead to chaos if
countries adopt the new guidelines to dif-
fering degrees, or if some governments
conclude they are too soft, and take unilat-
eral action to stop tax revenue on profits
being siphoned abroad.

With two months to go before the club
of rich and middle-income countries pre-
sents itsplan to the G20 forapproval, much
of its detail remains unclear. But no one
doubts that, with so many clashing nation-
al interests at stake, there are limits to what 

Taxing multinationals

Patently
problematic

Proposals forconsistent global rules on
company taxcause worries all round
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2 Bakeries

Croissantonomics

AIRYcroissants, rich chocolate-chip
biscuits, wedges ofsucculent cake—

the goods at the City Bakery, in Manhat-
tan, lookdelicious. Maury Rubin, its
founder, studied in France. But his best
creations are distinctly American: pretzel
croissants (surprisingly tasty), and reci-
pes for making money.

Mr Rubin is among those bakers who
revere traditional methods but want a fat
profit. However, a good bakery is bad
business. Flour is cheap but organic
butter, which makes up halfa croissant, is
not. Central locations for outlets are
expensive to rent. In all, it costs Mr Rubin
$2.60 to make a $3.50 croissant. Ifhe
makes100 and sells 70, he earns $245 but
his costs are $260. Since he refuses to sell
leftovers—all goods are sold within a
day—he loses money. “Welcome to the
bakery business,” Mr Rubin says.

The obvious fix is to raise prices. But
Mr Rubin says shoppers bristle when the
cost ofbaked goods passes a certain
threshold. He has two main solutions.
First, don’t be just a bakery. He also sells
fancy salads and sandwiches to office
workers, which have higher margins.

Second, use data to cut waste. Mr
Rubin studies sales to discern trends in

demand, then adjusts supply accordingly.
There are no brownies or carrot cake on
Mondays or Tuesdays—people don’t buy
rich desserts after decadent weekends.
He watches the weather closely, as de-
mand melts in the rain. He keeps an eye
on school calendars, to bake less when
children are away. He bakes more after
the fasting ofYom Kippur, when demand
from Jewish customers picks up. And
each day, after the breakfast rush, he
fine-tunes supply by checking sales every
60-90 minutes. Trays ofpastries are ready
to be baked, but nothing goes into the
oven until the numbers are in.

Having no croissants at the end of the
day is a sign ofsuccess. Late one recent
afternoon, his counter offered trios of
fruit on triangles of rice paper, cooked in
sugar. This dessert looks lovely and is
cheap to make. But Mr Rubin will sell
only a few, as he makes them expensive:
they are there in part to make his coun-
ters lookpretty and full, to draw in coffee-
drinkers at the end of their working day.
Such strategies have helped the City
Bakery survive since 1990. It now has
seven smaller shops in New Yorkand
seven outposts in Japan, with plans to
open in Dubai. 

NEW YORK

Lessons in managing supply and demand forperishable products

can be achieved. Discord has been evident
lately, even among allies: in June a US Trea-
sury official accused Britain and Australia
of undermining international agreement
by “going their own way”. One beef is over
Britain’s new “diverted profits” tax, which
imposes a levy on profits routed to tax ha-
vens through “contrived arrangements”.

The BEPS negotiators have paid special
attention to the vast “intangible” assets
that multinationals hold these days:
brands, copyrights, patents and so on.
Much of their profit-shifting to cut tax bills,
and many of the tax breaks that govern-
mentsoffer, relate to such intellectual prop-
erty (IP) and its accompanying royalties. 

IP-related tax benefits are not about to
disappear. In fact, BEPS will help to regular-
ise some of them, albeit in diluted form.
Perversely, this is encouraging countries
that previously shunned them to give
them a try. Take the “patent box”, a scheme
by which companies pay a lower tax rate
on profits from IP that was developed in
the country in question. Britain’s patent
box, introduced in 2013, cuts the tax rate to
10%, half the main corporate rate, on profits
from qualifying IP. Ireland plans to intro-
duce one that matches the Netherlands’ 5%
rate (see chart). Last month a committee of
America’s House of Representatives
launched proposals for an “innovation
box” with a tax rate ofaround 10%. 

The aim of patent boxes is to encourage
firms to innovate. But Germany, among
other doubters, argues that they are a beg-
gar-thy-neighbour policy, whose result is
that R&D spending, along with the profits
booked to it, is simply shifted between
jurisdictions, rather than being increased
overall. Britain and otherbox-offerers have
ceded some ground during the BEPS talks.
An Anglo-German agreement, subse-
quently blessed by the OECD, advocates a
“modified nexus” approach. In essence
this is a set of criteria which seek to ensure

that IP tax benefits are more closely linked
to the location ofrelated economicactivity,
and to where the patent was developed.

But it comes with some concessions
from the other side. Companies will be al-
lowed to pay a reduced tax rate even on IP
that they have bought, or whose develop-
ment they outsourced. Corporate-tax de-
partments will surely do their best to
stretch the definitions of these to their ad-
vantage. Existing patent-box regimes may
be allowed to remain until 2021. Even once
the new regime comes in, there are doubts
about its effectiveness. Not only might it
prove to be riddled with loopholes, it
could also be a recipe for sweetheart deals
between national treasuries and favoured
industries, since itappears that the tracking
of R&D spending by companies will be
overseen by the very countries offering the
breaks, says Alex Cobham, an economist
with the Tax Justice Network, an NGO.

With patent boxes set to survive, coun-
tries are falling over each other to adopt
them, according to Ajay Gupta, who writes
about global tax trends. Switzerland could
be next. Mr Gupta sees it as “a race that will
surely end with multinational enterprises
walking away with the top prize.” Martin
Sullivan, a commentator for Tax Notes,

every diligent accountant’s bedtime read-
ing, writes that what little evidence there is
on the impact ofpatent boxes suggests that
they do little or nothing to boost innova-
tion. They may increase the numberof pat-
ents being filed, but in most cases this
would “just be legal manoeuvringwithout
any corresponding increase in the stuff we
really want: scientists doing research and
inventors inventing.” A European Com-
mission working paper earlier this year
reached the same conclusion.

Although critics fear BEPS will be too
soft on multinationals, there is much for
firms to worry about. Their greatest fear is
that if the proposals prompt some coun-
tries to take unilateral action, it could lead
to the return of double taxation—multiple
countries claiming tax on the same dollop
of profit. This was a risk firms often ran be-
fore double taxation was abolished under
various treaties. They can, however, take
comfort from the way that governments
are increasingly aiming their punches at
each other. As Richard Hay, a tax lawyer
with Stikeman Elliott, puts it: “BEPS started
out as a plan to squeeze more tax out ofbig
companies, but it has morphed into a com-
petition between countries over revenue
allocation.” 7

Beneficial boxes
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UNTIL recently, for most businesses security was a question of
buying decent locks, doors and windows, installing CCTV,

making sure that reception staff sign visitors in and out, and try-
ing not to leave confidential papers in the photocopier. But
attacks on their computer systems, be they by business rivals, po-
litical activists, criminals or foreign governments, are much hard-
er to defend against—and can have far worse consequences than
a physical break-in. A company can suffer a devastating blow to
its reputation, its intellectual property, or its ability to serve cus-
tomers—not to mention itsbankbalances. Itmaynever learn who
has attacked it or why, or how much information has been taken;
so it may never be sure if it has done enough to plug the leak.

Cyber-security isnowburninga hole in boardroom tables. Be-
fore the recent hacking of Ashley Madison, an online broker of
adulterous trysts, the most notorious example in the past year
was that of Sony Pictures Entertainment, in which a torrent of
embarrassing e-mails, personal information about employees
and copies of unreleased films was released on the internet by
unknown infiltrators. But there is a steady stream of less promi-
nent cases in which businesses sufferserious damage. Earlier this
month the FBI said it had uncovered a scheme in which hackers
had got into the computersofthree firms thatdistribute corporate
press releases, and made a fortune by tradingon market-sensitive
information before it had been officially released. Ubiquiti Net-
works, an American maker of wireless-networking equipment,
admitted this month that it had been diddled out of $46.7m by
fraudsterswho falsified e-mails from an executive, instructing the
finance department to wire money to the criminals’ bank ac-
counts. Customers of Carphone Warehouse, a British mobile-
phone retailer, are venting their fury after large numbers of them
had their financial details stolen from the company by hackers. 

Many companies now hire “penetration testers” to see how
strong their defences are, both online and in the real world. This
can help them to identify unexpected weaknesses before some-
one with malign intent takes advantage of them. But as soon as
one gap is plugged, the hackers will start looking for others. So, it
is important for managers to adopt some of the wiles of the spy
world. Counter-intelligence officers assume that their adversar-
ies are constantly probing for weaknesses and trying to exploit

them. Instead of attempting to identify every potential line of at-
tack, their aim is to minimise the damage when someone does
break in, and ifpossible, to turn the situation to their advantage. 

The first lesson from the spymasters is that sometimes the con-
venience of having everything easily accessible on an internal
network has to be sacrificed. Intelligence agencies’ most impor-
tant stuff may not be kept on computers at all—manual typewrit-
ers and carbon paper still have their uses. Sensitive information
may be kept in separate chunks, with no one person in posses-
sion of, or aware of, them all. A great deal of thought goes into
who needs to know what, how the rules for information-sharing
are set and who enforces them. Companies can adopt the same
“defence in depth” approach, to make it hard for an electronic in-
truder to gather enough information to do serious damage. 

More often than not, hacking attacks are facilitated by care-
lessness. But with the right incentives and punishments, good
computer-security habits can be acquired, and bad ones shed.
However, it has to start at the top—which is why spies fume about
the way Hillary Clinton casually kept official e-mails on a private
computer when she was America’s secretary of state. If the boss
does not take cyber-security seriously, nor will her underlings. 

Another lesson from counter-intelligence is the use of decep-
tion. The best way to find out ifyou are being attacked is to offer a
tempting target. “Honeypots” are bogus but convincing comput-
ers, networks and files which will attract an attacker’s attention,
while revealing his presence to the silent watchers. For example,
one American bank placed a series of fake profiles of non-exis-
tent staff on its internal computer network, including e-mail ad-
dresses. Whenevera transfer request arrived, addressed to one of
these aliases, it knew that the sender was likely to be a fraudster. 

If you find out who is attacking you, and what they want, you
have some options. You can bring in law-enforcement: breaching
someone else’s network is a crime in most jurisdictions. But that
may not help much if the attacker is from a lawless country. You
may simply gathermore information about the attacker, building
a picture of his aims and capabilities. If he is trying to steal blue-
prints ofyour products, say, then make sure he gets fictitious doc-
uments that will mislead him. In 2012 spies in Georgia put a file
labelled “Georgian-NATO Agreement” on a computer network
that they knew a Russian hacker had breached. The document
was, of course, bogus—it also contained a virus that let the Geor-
gians spy backat the hacker, although this would be a step too far
for most companies.

In paranoia we trust
Managers could also do with practising a little of the constructive
paranoia that spymasters adopt when dealing with technology.
For instance, when on a business trip abroad, take a disposable
laptop containing no sensitive information; and assume there
will be attempts to slip spyware onto it. Spooks know that peo-
ple’s private and family lives are a vulnerability to be exploited:
an executive at a corporate-security firm says he knows of cases
in which criminals stole the smartphones of the spouse or chil-
dren of the boss of a family firm, to look for bank-account details
or other exploitable information. And an unexpected message
from an old friend orbusiness associate should always be treated
with suspicion: it may be a spoof e-mail from someone who has
scoured your LinkedIn or Twitter account to find out who your
contacts are. You don’t have to be paranoid to run a business in
the age ofcybercrime, but it helps. 7

Manage like a spymaster

Counter-intelligence techniques mayhelp firms protect themselves against cyber-attacks
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IT IS hard to exaggerate the decrepitude of
infrastructure in much of the rich world.

One in three railwaybridges in Germany is
over 100 years old, as are half of London’s
water mains. In America the average
bridge is 42 years old and the average dam
52. The American Society of Civil Engi-
neers rates around 14,000 of the country’s
dams as “high hazard” and 151,238 of its
bridges as “deficient”. This crumbling in-
frastructure is both dangerous and expen-
sive: traffic jams on urban highways cost
America over $100 billion in wasted time
and fuel each year; congestion at airports
costs $22 billion and another $150 billion is
lost to power outages.

The B20, the business arm of the G20, a
club of big economies, estimates that the
global backlog of spending needed to
bring infrastructure up to scratch will reach
$15 trillion-20 trillion by 2030. McKinsey, a
consultancy, reckons that in 2007-12 invest-
ment in infrastructure in rich countries
was about 2.5% of GDP a year when it
should have been 3.5%. If anything, the
problem is becoming more acute as some
governments whose finances have been
racked by the crisis cut back. In 2013 in the
euro zone, general government invest-
ment—of which infrastructure constitutes
a large part—was around 15% below its pre-
crisispeakof€3 trillion ($4 trillion), accord-
ing to the European Commission, with
drops as high as 25% in Italy, 39% in Ireland

in Britain and 1.4% in the euro zone.
A few countries have stepped up

spending: investment in infrastructure in
Canada rose from 2.5% of GDP a year in
2000-06 to 3.3% in 2007-12. State govern-
ments in Australia have made their money
go further by leading the early, riskier
stages of projects and then privatising
them once operational, freeing up capital
for the next scheme. (As an extra incentive
the federal government now even tops up
states’ proceeds from asset sales by 15% if
they are reinvested in infrastructure.) In
2012, for example, Ontario Teachers’ Pen-
sion Plan and Hastings, a fund manager,
bought a 50-year lease on a recently com-
pleted desalination plant near Sydney
from the government ofNew South Wales. 

But many other governments have
failed to follow suit. The so-called “Juncker
Plan”, which is supposed to mobilise €315
billion of mostly private investment in in-
frastructure in Europe, was announced
with great fanfare last November; the web-
site listing possible projects has yet to be
launched. Planning constraints play their
part: it takes four years just to get the per-
mits for the average European power pro-
ject, according to McKinsey. Crossrail, a
new train line running under London, was
first mooted in 1974 but is not due to be
completed until 2018. Despite the risk of
white elephants such as Ciudad Real Cen-
tral Airport in Spain, which closed only a
few years after opening, politicians still
tend to prioritise eye-catching schemes
overdullerbut more practical ones. Ameri-
ca’s post-crisis stimulus package dedicated
$8 billion to high-speed rail, but only $1.5
billion to small, worthwhile projects
nominated by state governments. 

Yet none of this should impede spend-
ing on maintenance, for which there is also
a huge backlog. Mending leakingpipes, fill-

and 64% in Greece. In the same year gov-
ernment spending on infrastructure in
America, at 1.7% of GDP, was at a 20-year
low. 

This is a missed opportunity. Over the
past six years, the cost of repairing old in-
frastructure or building new projects has
been much cheaper than normal, thanks
both to rock-bottom interest rates and am-
ple spare capacity in the construction in-
dustry. Simon Rawlinson of Arcadis, an in-
frastructure consultancy, reckons building
costs in Britain, forexample, were 20% low-
er in the aftermath of the financial crisis.
The market upheaval of recent weeks may
delay the first post-crisis interest-rate rise in
America by a few months, but construc-
tion costs have been rising in America and
Britain, amongotherplaces, as their econo-
mies have strengthened and unemploy-
ment has fallen. 

Investment in infrastructure can pro-
vide a tremendous boost to an economy.
The most striking examples are in emerg-
ing markets: paving roads has helped dou-
ble school attendance by girls in Morocco;
improved sanitation has helped reduce
child mortality in India by over 50%. But
the impact in rich countries is also great.
Standard & Poor’s, a rating agency, reckons
that the activity spurred by increasing gov-
ernment spending on infrastructure by 1%
of GDP would leave the economy 1.7% big-
gerafter three years in America, 2.5% bigger

Infrastructure in the rich world

Building works

An historicopportunity to improve infrastructure on the cheap is in danger of
being squandered

Finance and economics
Also in this section

57 Ukraine’s debt restructuring

57 Nigeria’s creative central bank

58 Monetary policy in Japan

58 The economics of generosity

59 Cornering the private-island market

60 Free exchange: The drawbacks of
auctions



The Economist August 29th 2015 Finance and economics 57

1

2 ingpotholesand paintingbridges isunlike-
ly to lead to a popular uprising. There is
also lots of scope for modernisation with-
out undue disruption: adding a layer of
plastic on top of an asphalt road can in-
crease its lifespan by a third. Investments
in technology can make better use of exist-
ing infrastructure without adding a brick.
New digital monitoring systems, for exam-
ple, have increased the capacity of Frank-
furt Airport from 150,000 passengers a day
to 200,000, by providing advance warning
of impending bottlenecks.

Such repairs and improvements typi-
cally yield higher returns than more gran-
diose projects. They are also much quicker
to initiate. Western politicians searching
for a way to pep up growth in light of the
current uncertainty about the health of the
world economy need lookno further. 7

AT FIRST sight, it was a triumph. After
months of negotiations Ukraine and a

committee of its creditors (which include
Franklin Templeton, an American invest-
ment house and BTG Pactual, a Brazilian
one) reached a deal this week to restruc-
ture the country’s international bonds, as
well as a smattering of other sorts of debt,
worth about $18 billion. Payments have
been pushed back, meaning that the gov-
ernment will not need to cough up any
principal or interest on the debts in ques-
tion until 2019. The principal on the bonds
will also be cut by 20% on average. 

This is a better deal for Ukraine than
many were expecting. It is rare for a coun-
try to get a haircut on its debts without also
defaulting (one exception is Greece). When
the negotiations began, the creditors had
refused even to consider writing off any of
the country’s debt, arguing instead that de-
laying repayment alone would be enough
to right Ukraine’s finances. The Ukrainian
government’s repeated threats to declare a
moratorium on debt repayments—a de-
fault by another name—may have helped
soften their stance. (That it did not have to
follow through will help Ukraine whenev-
er it next tries to borrow commercially.)

But Ukraine’s position was stronger
than it might have seemed, thanks to the
stance of the IMF. The fund has already
lentUkraine about$11billion since the con-
flict there began last year. Ukraine needs
further help to remain solvent, and thus to
keep paying its creditors. The fund has
pledged to lend another $11 billion by the

end of 2018. But as a condition for disburs-
ing the next $1.7 billion, due some time in
the autumn, following a review of the
country’s economy, the fund has demand-
ed that Ukraine’s debt be restructured. To
make the burden sustainable, and thus jus-
tify further lending on its part, it said that
Ukraine would need to write off $15.3 bil-
lion in debt and interest payments by 2018
and to reduce its public-debt-to-GDP ratio
to 71% ofGDP by 2020.

Taking into account debt that has al-
ready been restructured—including bonds
of the state import-export bank and the
state savings bank—Ukraine will probably
meet the first condition. That depends,
though, on all ownersofUkraine’s interna-
tional bonds, ofwhich there are hundreds,
acceptingthe deal. Russia, which holds a $3
billion bond due in December, has already
declared it unacceptable. 

Both the government and the creditors
claim that Ukraine is also on track to meet
the debt-to-GDP condition, provided eco-
nomic growth is in keeping with expecta-
tions. If so, the IMF can keep lending. But
that looks too optimistic. By the end of the
year, Ukraine’s GDP may be nearing $70
billion, a fall of60% in dollar termsover the
past two years. As it is, it fell by17% year-on-
year in the first quarter, and 15% in the sec-
ond (see chart), making the IMF’s debt-to-
GDP target a challenge, to say the least.
Moreover, roughly $50 billion of public
and publicly guaranteed debt, including
concessionary loans, was not part of the
negotiations. (Indeed, as private creditors
like to point out, Ukraine will repay the
IMF over $4 billion before 2019.) The deal
amounts to a minor cut in Ukraine’s total
stock of public debt, from about $71 billion
to $67 billion. 

In the short term, moreover, the agree-
ment will do little for the average Ukrai-
nian, now far poorer than he was at the
end of the Soviet Union. The hryvnia, Uk-
raine’s currency, is still feeble: inflation is
nearly 60%. And the long-term prospects
are little better. Even if the war stopped to-
morrow, the country would need tens of
billions ofdollars to rebuild itself. 7

Ukraine’s debt restructuring

Tinkering around
the edges

Ukraine’s deal with its creditors is less
impressive than it appears

In need of relief

Source: Haver Analytics

Ukraine, % change on a year earlier

2013 14 15
20

10

0

10
+

–

2013 14 15
0

20

40

60

GDP

Consumer prices

YOU might think Godwin Emefiele, the
governor of Nigeria’s central bank, had

problems enough. The collapsing oil price
has slashed Nigeria’s export earnings. For-
eign reserves have fallen from more than
$40 billion early last year to just over $30
billion now. In response Mr Emefiele (pic-
tured) devalued the local currency, the
naira, in November and again in February.
The devaluationsare stoking inflation. Like
manyothercentral bankers in commodity-
exporting countries, he is faced with the
unenviable choice of raising rates despite
the damage to an already faltering econ-
omy, or leaving them be despite rising in-
flation and a swooning currency. Unlike
other central bankers, however, Mr Eme-
fiele has decided to compound the awk-
wardness of his position by getting in-
volved in industrial policy as well.

In June the central bank said it would
not provide foreign exchange for 41 catego-
ries of imports, ranging from wheelbar-
rows to private jets. The idea, Mr Emefiele
says, is both to conserve dollars and to
stimulate local manufacturing. “Central
banks in developing countries like ours
cannot sit idly by and concentrate only on
price and monetary stability,” he argues.

Yet manufacturing is not easy in a coun-
try plagued by power outages, poor roads
and badly trained workers. In the past, pro-
tectionist policies have not spawned com-
petitive industries, but lined the pockets of
well-connected manufacturers. “If you
ban imports, companies will either be
forced to compromise on quality or cost,” 

Defending the naira

Wheelbarrows to
the rescue
Lagos

Nigeria’s central bankpioneers a new
method to shore up the local currency 
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2 complains one businessman.
Another likely result is an increase in

smuggling. Nigeria’s imports of cars have
plummeted as a 70% tariff imposed by the
previous government is phased in. Myste-
riously, those to the tiny nearby countries
ofBenin and Togo have soared.

Mr Emefiele’s efforts to prop up the
naira also look counterproductive. He has
managed to keep it at about 199 to the dol-
lar since March. In theory, imports of the 41
proscribed items aside, it remains fully
convertible. But the central bank has im-
posed all sorts of restrictions on currency
trading, dollar deposits and cashpoint
withdrawals in foreign currencies. It justi-
fies this by saying that speculators are dis-
torting the market.

The result is that businesses are having
a hard time getting hold of foreign ex-
change. Many have resorted to the black
market, where the naira is sold at about 225
to the dollar (see chart). Others have sim-
ply cut imports and the jobs that rely on
them. Isoken Ogiemwonyi, who runs a
posh clothing shop in Lagos, has a new
rule: “Anything imported, I can’t do.”

The new regulations are also contribut-
ing to foreign investors’ disenchantment
with Nigeria. JPMorgan, an investment
bank, is threatening to boot the country
from its government-bond index if it does
not deregulate currency trading by the end
of the year. That would prompt many for-
eigners to sell, raising borrowing costs and
puttingthe naira undermore pressure. As it
is, Samir Gadio of Standard Chartered, a
bank, reckons that foreigners sold a net $3
billion-4 billion of Nigerian bonds in the
last quarter of 2014. They now hold less
than 10% of the outstanding stock, com-
pared with 27% in 2013.

The central bank takes consolation in
the fact that reserves have ticked up by a
couple of billion dollars since May, though
this may be attributed as much to stricter
book-keeping under Nigeria’s new presi-
dent as to Mr Emefiele’s efforts. Earlier this
month Kazakhstan, another big oil export-
er, unpegged its currency, prompting a
mighty slide against the dollar. Mr Eme-
fiele was unmoved. 7

Pegs might fly

Sources: Association of Bureau de Change
Operators of Nigeria; Thomson Reuters
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The economics of generosity

The kindness of neighbours

IN THE semi-arid lowlands ofMufindi,
in southern Tanzania, water is hard to

come by. Villagers rely on irrigation to
grow maize, potatoes and spinach. Infor-
mal and often woolly codes govern how
much water each farmer diverts to their
own fields, and how much they leave for
their neighbours downstream. Some
farmers, naturally, turn out to be more
grasping than others. Economists typical-
ly see such decisions as irreducible: there
is no accounting for individuals’ values
and preferences. But a new study* in-
vestigates why there is such variation in
generosity among Mufindi’s farmers.

The researchers asked other villagers
to rankeach farmer’s social status on a
scale ofone to four. Then they invited the
farmers to take part in a game in which
participants had to decide how much
water they would take under different
scenarios. Participants were paid small
sums, which varied according to how
well they did in the game. They received
more money if they reaped a bigger
harvest by taking more than their share
ofwater, for instance, but less if the other
villagers fined them for violating water-
sharing norms.

In hypothetical times ofscarcity, only
high-status women shared the water
fairly. Low-status men and women
would share fairly when water was
plentiful, but were stingier when water
was scarce. High-status men hogged
water at all times. Rather than simply
conclude that some farmers were more
altruistic than others, however, the re-
searchers split the participants into
groups by status and gender to discuss

the outcome.
Rich and powerful men, it turned out,

were less worried about being greedy,
either because the gains dwarfed any
fine, or because they assumed their
downstream neighbours would not dare
complain. One villager said that she had
to keep quiet, since the person overusing
the water was influential. By contrast,
another said, “Low-status people are not
expected to break the rules.” Women,
even ofhigh status, also seem inhibited.
The apparent generosity ofwomen and
the poor, in short, may not be the product
ofcompassion, but ofdiscrimination.

Anewpaperasks why some Tanzanian farmers are more selfish than others

Turning his back

..............................................................
* “Sharing common resources in patriarchal and
status-based societies: Evidence from Tanzania”,
Feminist Economics, July 2015

AFTER two years of remission, Japan
seems likely to sink back into the

“chronic disease” ofdeflation, as Haruhiko
Kuroda, the governor of the Bank of Japan
(BoJ), calls it. New data are expected to
show on August 28th that core CPI, the cen-
tral bank’s preferred indicator of inflation,
turned negative in July for the first time
since the bank launched a big programme
of quantitative easing (printing money to

buy bonds) in April 2013 (see chart on next
page). At the time, it pledged to lift inflation
to 2% in two years.

The news will heap further pressure on
the BoJ to ease monetary policy yet more
this year, as will worries about Chinese
growth. The fact that Japan’s economy
shrank by1.6% in the second quarter on an
annualised basis adds to the concerns. The
central bank is currently buying about ¥80
trillion ($670 billion) of long-term Japa-
nese government bonds (JGBs) a year, or
twice the annual issuance. It now holds
over ¥300 trillion of JGBs, or nearly a third
ofall outstanding bonds.

Mr Kuroda’s excuse for deflation’s ap-
parent return is that the falling oil price has
pushed down core CPI, which excludes
fresh food but includes energy. In the lon-
ger run, the bank argues, consumers’ in-

Monetary policy in Japan

Core concern

TOKYO

Life keeps getting harderfor Japan’s
central bankers
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2 creased spendingpowerwill fuel inflation.
Mr Kuroda has already postponed the

deadline for achieving inflation of 2%
twice. The new deadline is next summer.
But that now looks optimistic, and Mr Ku-
roda is hinting at another postponement.
This week Shinzo Abe, the prime minister,
said he understood the bank’s explanation
that reaching the target of 2% “is in fact get-
ting difficult”. But the bank is increasingly
rattled by mounting criticism.

The side effects of monetary easing are
under scrutiny, too. A weaker yen is seen
by politicians in Mr Abe’s Liberal Demo-
cratic Party as benefiting big exporters but
hurting small firms and households by
raising the price of imports. Another wor-
ry is that the BoJ’s voracious bond-buying
has impaired the functioningofthe market
for government bonds. Debt hawks com-
plain—asever—that the purchasesare erod-
ing the need for fiscal discipline on the part
of the government.

The BoJ, for its part, remains confident
that the economy is on the mend. It dis-
creetly suggests that a big part of the pro-
blem lies with the inclusion ofenergy in its
preferred measure of inflation. In July it
quietly began publishing a novel measure
in its monthly bulletins, which outsiders
have dubbed “new core CPI”. This strips
out the cost of energy as well as fresh food,
and is rising by a relatively brisk0.7%.

Some speculate that the bank may start
to include new core CPI in its official fore-
casts. “We will never use the word ‘alter’ or
‘shift’,” says one person close to the bank.
But the move is long overdue, and the
sooner the bank makes it the better, says
Christopher Wood ofCLSA, a brokerage.

Yet depending on how the economy
fares, even the new index may not keep ris-
ing. Measures of inflation expectations re-
main fairlystable fornow, butmaybegin to
fall if core CPI does indeed turn negative.
That might prompt the BoJ to ease mone-
tary policy by techniques other than bond-
buying, such as adopting a negative inter-
est rate for the excess reserves banks keep
with it, or buying more exchange-traded
funds. Such steps are unlikely to reduce the
controversy surrounding the bank. 7

Core blimey

Sources: Thomson Reuters; Bank of Japan
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Private islands

Non-profit paradise

JUST offthe west coast ofFlorida lies the
sun-drenched island ofLittle Bokeelia.
It is blessed with cascading waterfalls,

tennis courts, pools and a Spanish-style
villa. Despite such enticing features, the
island languished on the market for three
years, before selling in July for a mere
$14.5m—half the original asking price.

Little Bokeelia is not the only island
that is proving hard to shift. In the Baha-
mas, where prices per acre are among the
world’s highest, hundreds ofatolls lie
unbought. The price ofundeveloped
islands, which make up around 80% of
the market, has dropped roughly by half
since the financial crisis, says Farhad
Vladi, a private-island broker.

In the early 2000s private islands
were the trophy ofchoice for millionaires
but the recession sapped demand. Build-
ing on an island is much pricier than on a
mainland plot, and there are many po-
tential pitfalls. It is not for the faint-heart-
ed, says Edward Childs ofSmiths Gore,
an estate agent in the British Virgin Is-
lands. Mega-yachts and private jets are
seen as more predictable investments. As
a result private islands can be surprising-
ly inexpensive (see left-hand chart). 

But low prices have helped a new
type ofclient to enter the market. Gov-
ernments and NGOs acquired around 60
islands between 2011and 2014, mainly in
North America, up from 22 in the four
years before (see right-hand chart), ac-
cording to numbers compiled by Mr
Vladi. They plump for undeveloped
islands, which are cheaper and more
pristine than built-up ones.

Conservation is the main reason for
the new legions ofunlikely island own-

ers. In Canada the Nova Scotia Nature
Trust plans to buy or protect over 200
islands. Funded by donations, the non-
profit wants to preserve unique ecologi-
cal systems, says Bonnie Sutherland,
head of the trust. In Maine non-profits
own 65 islands, which nurture seabirds
and seals. The unspoiled sands of the
Discovery Islands, 150 miles west ofAbu
Dhabi, were slated for development until
the government intervened in 2012. Now
its main residents are nesting turtles and
baby osprey. And for less ecologically
minded island-owners, it’s reassuring to
know there are recession-proofbuyers
out there.

Lowprices attract a new type ofcustomer

Treasured islands

Sources: Private Islands Inc; Vladi Private Islands
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THE first item sold on eBay, an online marketplace, was a bro-
ken laserpointer, which was snapped up for$14.83 in Septem-

ber 1995. By 2002 eBay had hosted nearly $15 billion of transac-
tions and had more registered users than Britain had people. Yet
the fad foronline auctions faded almost as quickly as it appeared.
Only 20% of sales on eBay, which turns 20 on September 3rd,
now involve auctions. 

At eBay’s inception, users could sell things only by auction.
This was tremendously exciting for economists, who love the
things for their ability to magic prices out of thin air and to allo-
cate goods efficiently by determining who values them most
highly. The main obstacle to holding auctions is the cost of bring-
ing together enough interested buyers and sellers. But eBay made
connectingbuyers and sellers cheap. Without it, that broken laser
pointer may well have languished unsold. 

EBay also benefited from a first-mover advantage. Buyers
want to go where there are lots of competing sellers, and sellers
will flock to wherever they can find the most eager customers.
The size of eBay’s network was its own, self-perpetuating engine
of growth. But not all the millions of users piling in, it turned out,
were economists, and thus devoted to auctions on principle. 

In 2000, in response to demand from users, eBay allowed sell-
ers to list items in hybrid auctions. The bidding process would
proceed as usual, but buyers could circumvent the auction by
agreeing to pay a fixed “Buy it Now” price. Recent research* sug-
gests that this was quite useful for auctioneers. Anthony Ding of
Stanford University finds evidence that setting a high “Buy it
Now” value boosts the final price at auction, by encouraging bid-
ders to think that the object is valuable.

Yet even hybrid auctions did not suit all sellers. Auctions are
particularly useful for establishing the price ofone-off or second-
hand items, whose value might be unclear. But that is not neces-
sary when it comes to mass-produced items like new CDs or elec-
tronic gadgets. Many professional retailers using eBay knew ex-
actly what their inventory was worth, and saw no need for an
auction. They often set a minimum bid equal to the “Buy it Now”
price, making the auction redundant. 

So in 2002 eBay started allowing its sellers to post objects for
sale atfixed prices, withoutanyform ofauction. And in 2005 it al-
lowed sellers to post objects at a precise price, but give buyers the
chance to haggle (“best offer” transactions, in eBay’s patois). With
all of these options available, the share of sales involving auc-
tions has fallen steadily (see chart). 

An NBER working paper from 2013 by Liran Einav, Chiara Far-
ronato and Jonathan Levin of Stanford University and Neel Sun-
daresan of eBay Research Labs tries to work out why auctions
have fallen out of favour. Of the 33 percentage-point drop in the
share of auction listings between 2005 and 2009, they calculate,
2.5 percentage points were attributable to the greater preponder-
ance of mass-produced goods on the site, and 2.8 percentage
points to the influx ofprofessional sellers. But that leaves 27.7 per-
centage points unexplained.

Unbiddable
One explanation may be that many buyers found auctions a has-
sle. In theory, they should be quick and easy. Economists would
have expected bidders to decide the maximum they were willing
to pay for an object, and then leave it to eBay’s software to raise
their bid as necessary up to the sum concerned. But many buyers
do not take advantage of this feature, nudging up their offer man-
ually from time to time. That, in turn, opens the way for a strategy
known as “sniping”. If buyers think that their rivals are bidding
too low, then it makes sense to swoop in at the last minute and
submit a winning bid so close to the end of the auction that oth-
ers have no chance to respond. 

Another NBER working paper, published in February by Mat-
thew Backus of Cornell University, Tom Blake and Dimitriy Mas-
terov of eBay Research Labs and Steven Tadelis of the University
of California, Berkeley, looks at sniping. It finds that around 30%
of bidders submit more than one bid, and that a similar share of
auctions involve bids in the last ten seconds. They also find that
bidders really hate being sniped—so much so that it might hurt
eBay’s business. New buyers who lose an auction afterbeing out-
bid at the last minute are 4–18% more likely to leave the platform
than those who are outbid earlier in the process. 

Even for the snipers clever or lucky enough to make the win-
ning bid, this process takes time and energy. Mr Einav and co-au-
thors suggest that in a world where social media are competing
for users’ attention and smartphones have shortened attention
spans, people are less willing to pour their efforts into such a la-
bour-intensive method ofshopping. Theycompare howthe sales
method affects the prices of otherwise similar items from the
same vendor. Things sold under auction tend to go at a discount,
which the authors term a “hassle cost” of the auction. They find
that this discount, which is now around 8% of the fixed price on
average, doubled between 2003 and 2009. Buyers, in other
words, have gradually demanded more compensation to put up
with the rigmarole ofan auction. 

There is still a place for auctions on eBay. Even for mass-pro-
duced goods, hybrid auctions offer a way for sellers to discrimi-
nate between impatient buyers who are willing to pay a pre-
mium to conclude a sale right away, and astute shoppers hunting
for the best bargain via auctions. Nonetheless, in the first quarter
of this year roughly 80% of eBay’s listings involved no auction in
any form. Though it will struggle to shake off the association,
eBay is no longer really an auctions website. For all their efficien-
cy and their powers ofprice discovery, they were simply not nec-
essary in most situations. For economists in search of broken la-
ser pointers, however, auctions still hit the spot. 7

Off the block

Haemorrhaging hammers

Source: “Price Formation in Bilateral Trade: Evidence From Online Bargaining”,
by M. Backus, T. Blake, B. Larsen and S. Tadelis, working paper
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YOUR correspondent stands, in a pleas-
ingly impossible way, in orbit. The Earth

is spread outbeneath. Aturn ofthe head re-
veals the blackness of deep space behind
and above. In front is a table full of toys
and brightly coloured building blocks, all
of which are resolutely refusing to float
away—for, despite his being in orbit, gravi-
ty’s pull does not seem to have vanished. A
step towards the table brings that piece of
furniture closer. A disembodied head ap-
pears, and pairofhandsoffera toyray-gun.
“Go on, shoot me with it,” says the head,
encouragingly. Squeezing the trigger pro-
duces a flash of light, and the head is sud-
denly a fraction of its former size, speaking
in a comic Mickey-Mouse voice (despite
the lack of air in low-Earth orbit) as the
planet rotates majestically below.

It is, of course, an illusion, generated by
a virtual-reality (VR) company called Ocu-
lus. The non-virtual reality is a journalist
wearing a goofy-looking headset and
clutching a pair of controllers in a black,
soundproofed room at a video-gaming
trade fair in Germany. But from the inside,
it is strikingly convincing. The virtual
world surrounds the user. A turn of the
head shifts the view exactly as it should.
Move the controllers and, in the simula-
tion, a pair of virtual arms and hands

are convinced that their new, improved
virtual reality will shake up everything
from video-gaming to social media, and
from films to education. 

Oculus, based in Menlo Park, Califor-
nia, is the emblem of this VR revival—
partly because it was the first to demon-
strate a plausible headset, partly because
of its fairy-tale rise to prominence. As a
teenager the firm’s now-22-year-old foun-
der, Palmer Luckey, used to collect old VR
headsets and tinker with them in his par-
ents’ garage. Frustrated by their limitations,
he hacked together a headset of his own
and in 2012 turned to Kickstarter, a crowd-
funding website, hoping to raise $250,000.
The idea was to distribute the headsets to
other members of a small online commu-
nity ofVR-loving hackers. 

One of these turned out to be John Car-
mack, a legendary video-game and graph-
ics programmer, who made some modifi-
cations to one ofMr Luckey’s headsets and
demonstrated it, in all its taped-together
glory, at a gamingconference in 2012. Partly
thanks to Mr Carmack’s evangelism (he is
now Oculus’s chief technology officer), Mr
Luckey’s Kickstarter project ended up rais-
ing $2.4m, and he dropped out of universi-
ty to pursue the idea full-time. In 2014 his
work attracted the interest of Mark Zucker-
berg, the founder of Facebook, which
bought Oculus for $2 billion.

Oculus plans to launch its “Rift” head-
set early next year. But it is not the only firm
with such ambitions. Sony’s offering,
called “Morpheus”, will go on sale at
around the same time. “Vive”, a joint pro-
duct of Valve, a big American computer-
game firm, and HTC, a Taiwanese smart-
phone-maker, is planned to appear later 

moves with them. The disembodied head
belongs to an Oculus employee in another
room, who is sharing the same computer-
generated environment. The blocks on the
table obey the laws of physics, and can be
stacked up and knocked down just like
their real-world counterparts. The effect, in
the words of one VR enthusiast, is “like
sticking your head into a wormhole that
leads to some entirely different place”.

Matrixalgebra
The idea of virtual reality—of building a
convincing computer-generated world to
replace the boringold real one—has fuelled
science fiction’s novels and movies since
the 1950s. In the 1990s, as computers be-
came commonplace, several bigfirms tried
to build headsetsasa firstattempt to realise
the idea. They failed. The feeble computers
of the time could not produce a convincing
experience. Users suffered from nausea
and headaches, and the kit was expensive
and bulky. Although VR found applica-
tions in a few bits of engineering and sci-
ence, the consumer version was little more
than a passing fad in the world’s video-
game arcades. But now a string of compa-
nies are betting that information technol-
ogy, both hardware and software, has ad-
vanced enough to have another go. They

Virtual reality

Grand illusions

COLOGNE

Virtual realityflopped in the 1990s. This time it’s different—apparently

Science and technology
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2 this year. Other, lesser-known companies
are working on similar products. Mean-
while, Google and Samsung are dipping
their toes in the water, making cheap kits
that let people turn their smartphones into
bare-bones VR headsets. 

Each firm hopes that its headset will be-
come next year’s big consumer product for
geeky early-adopters. So far none has an-
nounced prices, but a few hundred dollars
for a full rig seems a good bet. That is well
within the means of many people of the
sort likely to be attracted to VR, and has led
some to suggest it will be the Next Big
Thing in consumer electronics. Digi-Capi-
tal, a consultancy in San Francisco, reckons
the market for virtual reality could be
worth $30 billion a year by 2020—if, of
course, people actually want to buy it.

The reason that VR failed in the 1990s, it
is widely believed, was that computers
back then could not create graphics good
enough to persuade users they were in a
different world. Brendan Iribe, Oculus’s
chiefexecutive, disagrees. He reckons high-
quality graphics are not the most impor-
tant piece of the puzzle. “You have to re-
member,” he says, “that VR is, essentially, a
hack on the human sensory system.” In
the 1990s that hack was clumsy and inele-
gant. Nowadays it is much slicker. Three
things, according to Mr Iribe, have made
this possible. Better graphics, a big conse-
quence of the extra computational power
available these days, is certainly one of
them. But better screens and improve-
ments in the sensors needed to keep track
ofwhat a user is doingare more important.

Ifat first you don’t succeed...
Startwith the screens. The headsetsnow in
development have two tiny, high-resolu-
tion liquid-crystal displays (LCDs), one for
each eye. A computer creates the scene to
be displayed, and each screen shows part
of it to the eye it is in front of. This is an old
trick, called stereoscopy, which takes ad-
vantage of the fact that human brains
create a perception of depth by noting dif-
ferences between the images received by
the leftand righteyes. Displayingappropri-
ately different images to each eye fools the
brain into thinking it is looking at a fully
three-dimensional world.

Making this illusion comfortable,
though, is harder. It is true that people will
happily tolerate poor-quality, badly ani-
mated images on television screens. (Stan-
dard TV is low resolution, using as few as
300,000 pixels per image, and is displayed
at no more than 30 frames per second.) But
a TV screen is merely part of a much wider
environment. Things get more difficult
when the picture on a screen fills a view-
er’s entire visual field.

A low frame-rate, meaning things move
choppily rather than smoothly, is one
cause of“VR sickness”—a motion-sickness-
like affliction that can make a user lose his

lunch. And, because the screens on a VR
headset are mounted so close to its wear-
er’s eyes, low resolutions leave the individ-
ual pixels visible, breaking the illusion that
what is being seen is real. 

To combat these effects, the headsets
from Oculus, Sony and Valve will all show
between 2m and 2.6m pixels per image,
half for each eye, and those images will be
updated between 90 and 120 times a sec-
ond. Even this, though, is not enough to
banish VR sickness entirely. In a standard
LCD, each frame of a moving picture re-
mains on screen until it is time to display
the next one. It is then replaced as instantly
as the technology will permit. For reasons
not yet properly understood, but probably
something to do with the speed with
which the brain is processing the images in

question, this contributes to the feeling of
nausea. VR engineers have learned that in-
serting short-lived black frames, lasting
about 2 milliseconds, between each frame
of the picture, can help. Such blank frames
are too short to be perceived consciously,
but they make motion appear smoother,
which helps to calm stomachs. 

Satisfying all the requirements of effec-
tive VR is hard. One thing that has allowed
the new generation of headsets to be
created is the development of organic-
light-emitting-diode screens. These have
high resolution, can update themselves
rapidly, can be made small and light
enough for use in headsets and are cheap
enough to be part of a consumer product.
Another requirement for VR, however, is
that the computer running the show must
be aware ofthe position ofa user’shead, so
that it knowswhich partofthe scene to dis-

play on the screens. VR headsets therefore
employ a mixture ofcameras and the sorts
of miniaturised gyroscopes and acceler-
ometers found in smartphones, to keep
trackofwhat that user is doing. 

These sensors must report back to the
computer hundreds of times a second, and
the image must be updated to reflect the
new information as rapidly as possible.
Even a tiny amount of delay is enough to
have users reaching for the barf bags. Such
quick-reacting sensors were not readily
available even a fewyearsago. Indeed, pio-
neers ofVR such as Mr Carmackhad to ask
specifically that they be made. It is this
tracking technology that has allowed firms
to develop controllers which create for the
user a pair of virtual hands that can be
moved around almost as naturally as the
real things. Tracking technology can even
follow the user’s body, meaning that as he
walks around in the real world, he also
seems to walkaround in the virtual one. 

Ready playerone
Many people, after having had VR ex-
plained to them but before trying it them-
selves, assume it will be a bit like a gigantic
television set. But the illusion is more con-
vincing than that. A well-built VR program
creates a sense of presence—of actually be-
ing inside an alternative reality—that,
though far from perfect, is much better
than any TV can manage. And to do that, a
VR headset must obscure a user’s view of
the real world, which makes itmore akin to
a blindfold than a TV. 

Nor do tricks from the world of TV and
its cousin, video gaming, necessarily work
in VR. Shaking the image on a screen to
suggest an impact, for instance, is a com-
mon technique in video games. Experi-
ence has shown that a player does not
need to feel himself shaken in order to be-
lieve an impact has happened. In the im-
mersive environment of VR, however, the
conflict between seeing an impact’s effects
and not feeling them can provoke nausea. 

Because VR is so new, no one is quite
sure, in the matter of suspended disbelief,
what does and does not work. Video-game
developers, though, often have a better
idea than most. And Oculus, Valve and
Sony are all aiming their headsets at gam-
ers, at least at first. Gamers tend to be open-
minded and technologically astute, and
many of the people making the headsets
are gamers themselves. 

Patrick O’Luanaigh, for example, is the
boss of nDreams, a British games studio
that is developing a VR adventure game
called “The Assembly”. In the course of the
game’sdevelopment, he and his team have
learned a lotaboutwhatdoesand does not
work in a virtual world. “The Assembly”
begins with the player restrained on a trol-
ley, so that all he can move is his head. “The
idea is to ease players gently into the illu-
sion,” says Mr O’Luanaigh. Cut-scenes, in 
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2 which the camera cuts to a new angle or a
different scene, are a staple of video-game
storytelling. But they are a no-no in VR.
“You generally don’t want to take camera
control away from the player,” notes Jackie
Tetley, a senior designer at nDreams, “be-
cause if you do, you’ve effectively sent
their head zooming around the room.” 

One striking effect of VR, says Mr
O’Luanaigh, is that it boosts the emotional
intensity of whatever a user is experienc-
ing. Partly, that is because of the experi-
ence’s all-enveloping nature. But it may
also be because audiences have not had
time to become jaded and genre-savvy.
Analogies with the early days of cinema
abound. One much-discussed example is
the (possibly apocryphal) story of a film
called “Train Pulling into a Station”, made
in 1895, which is said to have induced naive
viewers to scramble out of their seats in
fear ofan impending collision. 

SCE London Studio, a British games de-
veloper that has been experimenting with
Sony’s VR headset, is playing on this
heightened sensitivity in its products. One
is a sedate deep-sea dive that culminates in
a shark attack. Another is a game that
opens with the user tied to a chair in an
anonymous London warehouse, about to
be “interrogated” with the help of a blow-
torch. Even hardened gamers, according to
Dave Ranyard, the studio’s director, report
feelingmore than a little nervousas the vir-
tual torturer looms over them. 

That the new generation of VR’s first
software products will mostly be games,
then, seems in little doubt. But the indus-
try’s boosters point out that it could have
plenty ofotheruses as well. One is film. All
of the proposed headsets will come with
cinema apps that put the user inside a vir-
tual picture palace with an ordinary flat
screen. But immersive films that place the
viewer at the centre of the action, and
which are made with special panoramic
cameras, are possible too. One, called
“Clouds over Sidra”, which chronicles life
inside a refugee camp in Jordan, has al-
ready proved a hit online.

Pornography, an industry which has of-
ten been at the cutting edge of technology,
is also pondering the possibilities of VR. Its
practitioners, such as BaDoinkVR, are al-
ready making VR films intended for use
with the cheap headsets that transform
smartphones into low-spec VR machines.
And, for those in need of other, less vigor-
ous, forms of relaxation, VR may provide
an alternative to noise-cancelling head-
phones when it comes to the matter of
shutting out the outside world. nDreams,
for example, makes a program called “Per-
fect Beach”, in which users can lounge in
the sun on virtual versions of real tropical
beaches. Glance to a radio on your left, and
you can listen to music. Lookat a book on a
table to your right, and the program will
open up e-books for you to read. 

For those who prefer their pleasure
shared, rather than solitary, VR might also
improve social media, using the ability to
create shared tele-reality of the sort de-
scribed at the beginning of this article. In-
deed, this is thought to be one reason why
Facebookbought Oculus. And there is also
talkofcreating, once the industry is proper-
ly established, shared tele-real applica-
tions in education, news broadcasting and
collaborative working. Architects, for in-
stance, might use VR to plonk a planned
new building into a realistic simulation of
its surroundings. Museums might let visi-
tors wander around a virtual version of an
object that, in the real world, must be kept
safe behind glass. 

Curb yourenthusiasm
That, at least, is what the boosters promise.
Not everyone is quite so enthusiastic. The
current generation of headsets, though im-
pressive, is not perfect. Neither is the soft-
ware. VR sickness is rarer than it was, but
some programs still cause it. And taking
full advantage of the technology may be
tricky. Although modern VR systems can
track their users as they walk around, few
people will have enough space at home to
create a personal version of the holodeck
from “Star Trek”. 

There are other, more fundamental crit-
icisms, too. The effort of putting on the
headset and adjusting it makes using one
much more of a commitment than simply
glancing at a screen. And the very immer-
siveness of the illusion makes VR feel less
sociable than using a traditional flat screen
with friends, where viewers can chat
about what they are watching. (Though
sometimes, that may be an advantage. For
instance, long-distance passengers in
cramped economy-class cabins might
quite like the idea of blotting out their dre-
ary reality in favour of an entertaining

computer-generated one.) 
Similarly, there is no getting around the

fact that watching VR users turn their
heads to stare at things that are not there,
while pawing the air with the hand-held
controllers, looks odd. None of the pro-
posed headsets is what you would call
stylish. Even the most ardent technophiles
may be wary of kit that makes them look
silly. And one lesson ofconsumerelectron-
ics is that just because something is possi-
ble—nifty, even—does not mean it will
come to pass. Attempts to revive 3D mov-
ies, for example, have been less transfor-
mative than the initial hype suggested.

Still, there is an infectious sense of ex-
perimentation and ferment around the
technology. Hardware-makers are already
researching improvements, such as track-
ing the pupils of a user’s eyes (which
would let him glance around without
moving his head) and haptic feedback
(which employs special gloves to provide
the sensation of touch, alongside sound
and vision). And even if full virtual reality
proves too overwhelming either to pro-
duce or to consume, many of the lessons
learned will transfer to the field’s cousin,
augmented reality, in which computer-
generated images are overlaid on the real
world rather than replacing it completely. 

Moreover, it is hard to overstate the im-
provement in the hardware, which, unlike
the abortive attempts of the 1990s, does
more or less exactly what it promises. Vir-
tual reality is still far from the verisimili-
tude imagined by novelists and screen
writers. Like the smartphone, which went
through many failed iterations before Ap-
ple hit on a winning formula with the
iPhone, it is hard to tell which (ifany) of the
forthcoming headsets will take off. But it is
also hard to believe that nothing of interest
will be done with it. This time, for virtual
reality, actual reality beckons. 7
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Science brief

IN THE 1800s, when early geologists
started to workout the order in which

things had happened in Earth’s history,
they quickly assembled a rough chronolo-
gy. Though their successors had to wait
until the invention ofradio-isotopic dat-
ing, a century or more later, to find out
how old the rocks these pioneers were
looking at actually were, 19th-century
geologists were able to discover those
rocks’ ages relative to one other. 

The chronology they created was
based on the ever-changing species of
fossils within the rocks. These fossils are
mainly animals, mainly marine and main-
ly ones with hard parts such as shells,
which are easily preserved. The method
worked well, but only up to a point. Below
the strata they dubbed the Cambrian,
fossils vanished. Unknown, lifeless aeons
stretched into the past. It was as if an
almost biblical act ofcreation had popu-
lated the Earth overnight, after an in-
determinate period of its being a desert. 

That period, it is now known, lasted for
4 billion years: some 90% of the planet’s
history. It was not, as discoveries made in
the second halfof the 20th century have
shown, quite as deserted as was once
believed. But the Cambrian’s beginning
marked such a radical shift in the planet’s

biology that the term “Cambrian explo-
sion” is often used to describe it—for, in the
course ofperhaps 20m years, the world’s
fauna diversified from simple beginnings
into something resembling its modern,
complex variety. Annelids, arthropods,
brachiopods, echinoderms, molluscs and
backboneless ancestors of the vertebrates
all made their first appearances then. No
animals yet lived on land, but the seas
were suddenly teeming with them. What
has never been clear is why. 

Shell game
Part of the mystery is that it tookso long
for the explosion to detonate. Fossils
unknown to the Victorians show bacterial
life goes backat least 3.5 billion years,
while chemical traces in rocks 3.8 billion
years old are interpreted by some as signs
that biology was at workeven then. About
2 billion years ago bacteria were joined by
more complicated (but still single-celled)
creatures called eukaryotes. Then, some
time before 760m years ago, some of these
eukaryotes linked up to form tiny sponges.
Those were the first animals, though not
very complicated ones.

Signs ofmore complex creatures ap-
pear 632m years ago in rocks from the
Doushantuo formation in China, just after
the beginning ofa period called the Ediac-
aran (see chart on next page). These early
fossils are interpreted by some (though not
all) palaeontologists as eggs or early-stage
embryos. What they would have grown
into is obscure, for the Doushantuo con-
tains no adult animals. But creatures as
much as a metre across that may or may
not be jellyfish, sea pens and worms of
some description (see pictures), and
which are known as the Ediacaran fauna,
appear and become abundant from about
575m years ago. None, though, had shells,
so they did not preserve easily—one rea-
son why early fossil hunters missed them. 

Then, suddenly, animals started put-
ting on armour. The fossil record of these

armoured creatures, known as the small
shelly fauna, marks the beginning of the
Cambrian period, 542m years ago. Cru-
cially, although the small-shelly-fauna
fossils are mainly disarticulated bits and
pieces, those bits and pieces come from
different types ofanimal, and are made of
a variety ofmaterials. They are probably,
therefore, the result ofparallel evolution
rather than ofa single innovation which
bestowed upon its descendants the power
to take over the world.

Where the creatures of the small shelly
fauna led, others rapidly followed. Echino-
derms (a group represented today by
starfish and sea urchins) were there from
540m years ago. Brachiopods (lampshells)
appeared 530m years ago and the Cambri-
an’s most iconic fossils, the trilobites, date
from 521m years ago. In a geological eye-
blink, the explosion had happened.

Once more, though, things are not
straightforward. The diversity of form of
the first known trilobites, for instance,
suggests they had been evolving for mil-
lions ofyears before they all, simulta-
neously, acquired coats ofarmour. And
some people claim that an Ediacaran fossil
called Arkarua is an echinoderm, though it
lacks the shelly exoskeleton characteristic
of the group. Moreover, certain strata with
particularly good preservation, such as the
Burgess shale in western Canada, show
that the explosion was not just connected
with the evolution ofhard body parts.
Soft-bodied creatures diversified as well. 

One explanation for the Cambrian
explosion is that something changed in
the physical environment. Perhaps it was
a rise in oxygen levels, which allowed the
respiratory requirements of larger animals

The other Big Bang

In the fourth ofourseries ofarticles on scientificmysteries we askwhy, a mere
542m years ago, animal life suddenly tookoff

What caused the Cambrian explosion?

A jellyfish? A who-knows-what



to be accommodated. Perhaps it was more
calcium in the sea, providing material for
the construction ofshells—for these are
often made ofcalcium carbonate, calcium
phosphate or both. 

Evidence for either of these possibili-
ties is scarce, but there may be a link to a
phenomenon dubbed “Snowball Earth”.
This was a period ofhuge, intermittent ice
ages, known formally as the Cryogenian,
when glaciers sometimes stretched close
to the equator. When these glaciers melt-
ed, huge areas of rockwere suddenly
exposed to weathering, and their mineral
contents dumped into the oceans. This
might have raised calcium levels (for rocks
are full ofcalcium) or oxygen levels (by
pouring nutrients into the sea, and encour-
aging the growth ofphotosynthetic algae)
or both.

Unfortunately for this explanation, the
last of these giant ice ages ended 635m
years ago. They might thus have played
some part in the evolution ofEdiacaran
animals, but invoking them to explain the
Cambrian explosion is a stretch. 

Alternative explanations focus on
biology—specifically, the idea that the
animals crossed some sort ofevolution-
ary threshold at the beginning of the
Cambrian. Their history of increasing
complexity certainly makes this plausible.
Sponges are mere agglomerations ofcells,
but jellyfish and sea pens belong to a
group called diploblasts, which have
much more structure. Diploblasts develop
from specialised embryos that have two
cellular “germ layers”, the endoderm and
the ectoderm. Their adults have proper
tissues (for example, nervous systems)
and regular, radially symmetrical body
shapes. The most complex animals ofall,
though, are triploblasts. Their embryos
have a third germ layer, the mesoderm,
between endoderm and ectoderm, and
they have many more sorts of tissues than
diploblasts, and also discrete organs. In
addition, they are bilaterally symmetrical,
at least when they are young. And it is the
triploblasts that do most of the exploding
in the Cambrian.

Bilateral symmetry is advanced as an
explanation of the Cambrian explosion
because it encourages animals to have a
front and a rear. That means they can
move purposefully in a particular direc-
tion, which radially symmetrical animals
find hard. When that happens, sense
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a hitherto unimportant group, the mam-
mals. Much of the supposed uniqueness
of the Cambrian explosion is a hangover
from the 19th-century belief that there
were no Precambrian animals. But, as the
Ediacaran fauna shows, that is not true. 

In a mass extinction the board of life is
cleared ofmany pieces by an external
event, such as the asteroid strike that did
for the dinosaurs. It then takes several
million years for replacements to evolve
from whatever is left. Those remnants
might have been (as Mesozoic mammals
were) insignificant in the previous regime.
In the case of the Ediacaran, given how
long ago it was and how few of its rocks are
available for inspection, they might thus
remain almost undetected by palaeontol-
ogists. Arkarua, known from a single site in
Australia, may be an example ofone of
these cryptic animals-in-waiting.

It is true that no evidence ofan extinc-
tion-causing event has been found in rocks
that straddle the Ediacaran and Cambrian
periods, but several later mass extinctions
have no known cause, either. And, if such
an extinction did happen, it is perfectly
plausible that some unidentified Ediac-
aran triploblasts went on to play the role
of the Mesozoic mammals by emerging
from obscurity when the competition had
been eliminated. In the chaotic aftermath
of the extinction, they would have been
able to multiply, diversify and drive each
other’s evolution (by such means as hunt-
ing one another) in ways that foreshad-
owed those of the modern world, red in
tooth and claw. 7

organs and the nerves associated with
them tend to accumulate at the front,
where they are most useful. This process,
called cephalisation, encourages bilateral
animals to evolve brains, in order to in-
terpret and integrate the signals from the
sense organs. And bilateral animals also
have linear guts, with a mouth and an
anus. That is a much more efficient ar-
rangement than the diploblastic one of
expelling the undigestible parts of food
items backout of the mouth.

On this view, bilateralism was an
advance akin to the evolution ofwings. It
opened previously unavailable opportu-
nities, one ofwhich was active hunting
that relied on directed movement and a
cephalised nervous system. That would
explain the sudden rise ofarmoured
skeletons in different sorts ofanimal, as a
response to being hunted. Bilateralism
alone, then, might have triggered the
explosion—but for the inconvenient fact
that some Ediacaran fossils (such as the
one pictured bottom right on the previous
page) are bilaterally symmetrical.

Transitional benefits
There is, however, one other thought—that
the Cambrian explosion is not the funda-
mental mystery it seems to be. The true
mystery, rather, is the Ediacaran, whose
animals really did appear out ofnowhere,
and then vanished for reasons unknown
before the Cambrian got going.

The fossil record is full of sudden cast
changes like this. They are known as mass
extinctions. The most famous is the disap-
pearance of the dinosaurs (and a lot of
other reptiles) at the end of the Mesozoic
era. In due course, these were replaced by
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NOVELS become literary blockbusters
formanyreasons. Some are created by

mountains of marketing cash, some by
media saturation. “Fifty Shades of Grey”
and Harper Lee’s long-lost work, “Go Set a
Watchman”, both fit thismould. Others are
fuelled by something quite different, and
their success is impossible to predict. In re-
cent years “The Neapolitan Novels”, four
volumes by an anonymous Italian author
calling herself Elena Ferrante, have be-
come a fictional juggernaut that not even
the author’s English-language publishers,
Europa Editions, saw coming.

Starting with “My Brilliant Friend”,
which came out in Italy in 2011, the books
focus on the lifelong attachment of two
women from a tough Neapolitan neigh-
bourhood. In America, where Ms Ferrante
had a modest following, not much hap-
pened until 2013, when the translation was
written up by James Wood, chief critic of
the New Yorker. (Ann Goldstein, the trans-
lator, is an editor at the magazine.) By the
time the fourth and final instalment, “The
Story of the Lost Child”, appears in English
next month, the saga will have sold well
over1m copies, with 27 foreign translations
to come. A Twitter hashtag coined by an
impassioned reader says it all: #Ferrante-
Fever is raging.

Italy produces few international best-
sellers, and Ms Ferrante’s unexpected star-
dom hascaused a stirathome. Some critics
have made the sour point that Italians are
unable to recognise one of their own. Oth-

serves. The effect of such admissions is
electric: reliefat the breakingoftaboos, rec-
ognition of one’s own darkest thoughts.
Readers have had equally intense respons-
es. Claire Messud, an American novelist
(and Mr Wood’s wife), says “my private re-
lationship with [the author], so intense
and so true, is one that nobody else can
fully know.” Yet only a few critics have ex-
plicitly acknowledged the real subject of
this soul-baring. “The Neapolitan Novels”
are about what Elena, the narrator, calls
“the unforeseen subject, the woman, I”;
they are deeply, insistently feminist books.

This is a great novel of female friend-
ship, one that revealsadmiration and envy,
competition and self-sabotage, emotions
that many women experience but do not
discuss. Of course the complex, combusti-
ble sisterhood is hardly new in Western lit-
erature, but here it gains renewed strength,
celebrating female survival instead of the
suicides ormarital redemption ofthe tradi-
tional Bildungsroman by male writers like
Tolstoy or Flaubert. Misogyny is not expe-
rienced in the same way everywhere, yet
Ms Ferrante articulates a female rage about
it that to many readers—male and 
female alike—feels universal.

The books’ route to success has been
equally unconventional. Though effusive-
ly praised in highbrow literary circles, they
did not immediately gain a wide audience,
becoming a cult favourite slowly, through
word of mouth. Ms Ferrante’s anonymity
became the story; innumerable articles
speculatingon her identity have proved an
unintentional marketing bonanza. But
while the focus on the author helped to
spread herfame, itdid little to explain what
gives her workenduring value.

From a literary perspective, Ms Fer-
rante’s approach is masterly. She uses the
melodramatic tropes ofsoap opera to tell a
cracking good story, all the while smug-
gling in piercing observations, like a file 

ers have speculated about the author’s
identity, even claiming that work this good
could only have been written by a man.
The truth is that this serial novel of 1,700
pages is highly unusual. The saga is both
comfortingly traditional and radically
fresh; it gives readers not just what they
want, but something more that they didn’t
even know they craved. The story, which
unfolds over 60 years, is high drama set in
an exceptionally vivid world. The two
girls, Lila and Elena, inhabit an operatic
universe of violence, jealousy, love trian-
gles and political upheaval; they are unfor-
gettable characters in the grand tradition of
the 19th-century novel. 

Yet it is Ms Ferrante’s ability to serve up
scorching emotional truth that gives the
books their raw power. “If I feel physically
as if the top of my head were taken off, I
know that ispoetry,” EmilyDickinson once
wrote. Many critics have singled out Ms
Ferrante’s visceral truth-telling. Elena, the
narrator, is unsparing in her descriptions
of the seductive, malicious Lila, and her
own deepest, most unpalatable feelings.
“We have used each other up,” she muses
in the final book, recalling how she’d once
wished that Lila would fall ill and die. “I
felt that I had been invented by men, colo-
nised by their imagination,” she later ob-
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2 baked in a cake. Her work is reminiscent of
a Neapolitan theatrical tradition called sce-
neggiata, a kind of over-the-top musical
melodrama about honour, betrayal and
crime. Through this fusion ofhigh and low
art, Ms Ferrante emerges as a 21st-century
Dickens, with readers clamouring for the
next instalment at the shops.

The novel may have struck a chord for
other reasons, too. Readers are bored by
the sameness of Anglo-American fiction,
with its middle-class focus and its insis-
tence on dialogue and scene. Above all, the
story has what Marina Warner, a British
writer and academic, calls “hallucinatory
vividness”, a density ofdetail that makes it
burn. Ms Ferrante’s fiction reminds some
of Karl Ove Knausgaard’s explicitly auto-
biographical “My Struggle”. But no one
really knows how autobiographical Ms
Ferrante’s work might be. Nor, frankly,
should theycare. The shelterofanonymity
has allowed these exceptional books to
emerge; Ms Ferrante has said she would no
longer publish ifshe were to be unmasked.
One can onlyhope that, havingspared her-
self the book tours and the tweeting, she is
using that shelter to write something new.
Millions of readers will be waiting. 7

WHYdo organisations fail? Sometimes
it is because their market or purpose

disappears completely, as in the case of,
say, video-rental shops. But often it is be-
cause as they grow, they lose the same in-
novative streak that made them a success.
Like individuals, groups can become stuck
in their ways, with fatal results.

In her new book Gillian Tett, a colum-
nist with the Financial Times, blames silos
for such failures to adapt. Through eight fa-
bles, Ms Tett argues that internal divisions
and classifications, say, between doctors
and surgeons, hold back creative thinking
and encourage turf wars. Breaking them
down can lead to innovation and, subse-
quently, success.

Take Sony. Having invented the path-
breaking Walkman, a portable cassette
player, in the late 1970s, Sony was one of
the world’s foremost technology compa-
nies. Yet it fell behind during the transition
to digital music, despite launching three
different digital music players two years
before Apple invented the iPod.

The problem, argues Ms Tett, was

Sony’s silos. The firm knew it needed to
evolve, but its divisions did not work to-
gether on a unified strategy or draw on
each other’s strengths. Instead, Sony’s staff
were concerned with protecting or ex-
panding their own turf by producing their
own—incompatible—products. The com-
pany’s record label, which should have
been an asset, was a hindrance: it feared
losing revenue and therefore resisted the
digital transition.

Ms Tett contrasts these rigidities with
the flexibility ofmodern organisations like
Facebook. By rotating staff through differ-
ent teams, having only one profit-and-loss
account for the entire company and de-
signing offices to encourage social “colli-
sions”, it avoids divided thinking. Lest this
seem woolly, Ms Tett devotes another
chapter to showing how silo-busting has
created profitable tradingopportunities for
hedge funds that ignore the usual distinc-
tion between debt and equity analysis. 

This is not just a business book. An an-
thropologist by training, Ms Tett is fascinat-
ed by how people organise themselves.
Early on, she describes the anthropolo-
gist’s thirst to seekout and question “social
silences”—unspeaking acceptance of the
status quo. She compares norms for do-
mestic arrangements in the Kabyle people
of Algeria to the rules dictating the layout
of New York’s City Hall. In both cases, the
choices seem natural to those involved but
appear strange—even random—to an out-
sider. To escape cultural silos, people
should question everything.

Sometimes Ms Tett stretches the defini-
tion beyond recognition. She claims, for in-
stance, that economists who failed to pred-
ict the financial crisis fell into a single
intellectual silo. Such herding behaviour is
the product of thinking that is too homoge-
neous, not too divided; elsewhere she criti-
cises banks whose different teams value
the same security using different models.
Using the term “silos” so indiscriminately
makes the book’s thesis seem imprecise.

Many readers will recognise the pro-
blems Ms Tett describes. Although the hu-
man tendency to categorise and subdivide
can increase efficiency, groups often forget
that the divisions they create are artificial.
That makes them hard to break down; the
success stories Ms Tett describes are typi-
cally the result of a new venture, like Face-
book, or of a change in leadership. For
those languishing at the bottom of a silo,
there may be no way out. 7

Management theory

Blighting the
horizon

The Silo Effect: The Peril of Expertise and
the Promise of Breaking Down Barriers. By
Gillian Tett. Simon & Schuster; 304 pages;
$28.00. Little, Brown; £20

GUY MOQUET was just 17 years old
when he was executed by firing squad

in Nazi-occupied France. In a poignant let-
ter to his family before his death in 1941, the
youngCommunist résistant wrote: “Mylife
has been short, I have no regrets, if only
that of leaving you all. I am going to die
…Mummy, what I ask you, what I want
you to promise me, is to be brave and to
overcome your sorrow.” Môquet swiftly
entered French historyasa Resistance mar-
tyr, and remains a potent symbol. In 2007,
on the dayofhis inauguration aspresident,
Nicolas Sarkozy vowed that Môquet’s fare-
well letter would be read out each year in
every French high school. 

That a Gaullist president should devote
his first day in office to the memory of a
Communist is a measure of how far the
narrative of the Resistance continues to
shape France’s sense of itself. Môquet, said
MrSarkozy, embodied more than a patriot-
ic belief in France: he showed that “the
greatness ofman is to dedicate himself to a
cause greater than himself.” To this day,
French history textbooks dwell on such Re-
sistance heroes. Men in berets, rifles slung
over their shoulders, have become in the
collective imagination an emblem of the
national spirit, uncrushed by terror, defeat
or occupation. The greatest mythmaker of
them all, Charles de Gaulle, wartime
leader of the Free French in London, de-
clared to cheering crowds at the city hall in
the summer of 1944 that Paris had been
“liberated by its own efforts”. “France in
combat”, he exclaimed, was “the only
France, the true France, eternal France.” 

Yet, as Robert Gildea puts it in an impor-
tant new book, “Fighters in the Shadows”,
“de Gaulle’s resistance myth was military,
national and male.” The general’s found-
ing narrative was not only part of a skilled
rebuilding exercise designed to restore
pride to a battered nation. This much, and 

The French Resistance

Freedom force

Fighters in the Shadows: A New History of the
French Resistance. By Robert Gildea. Belknap;
608 pages; $35. Faber & Faber; £20
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2 the fact that many of the French edged in
reality towards some form of compromise
with occupied or Vichy France, has been
written before. Mr Gildea’s point goes fur-
ther: that de Gaulle’s account pushed aside
not only women but any sense that resis-
tance in France waspartofan “internation-
al struggle against fascism and Nazism”,
which drew in Spanish republicans, east-
ern European Jews and others. 

A historian at Oxford University, Mr
Gildea is not the first scholar to document
the diverse nature of what has come to be
known collectively as the Resistance. He
draws on workby many French historians,
such as Rolande Trempé and Denis Pes-
chanski (on foreign résistants), or Anny La-
tour, David Diamant and Annette Wie-
viorka (on the role of Jews). Mr Gildea’s
skill has been to weave these together into
a scholarly account that blends top-down
history with the bottom-up stories of
those who schemed, improvised, grabbed
chances and risked their lives.

The women who emerge from these
pages range from cautious pragmatists to
defiant idealists. Even decades later, some
underplayed their part. “I don’t have much
to say,” said one elderly French résistante
when interviewed 40 years later. Her job
in the coal-mining north of France had
been to transport dynamite sticks and
weapons, hidden under lettuce and leeks
in her basket. Some defied the social codes
and got to see action. Anne-Marie Walters
was described in a paramilitary-training
report as “inclined to get overexcited and is
slightly hysterical”. Despite these apparent
deficiencies, she was successfully para-
chuted into France in 1943. Another, Colette
Nirouet, fought underground in Auvergne
and was shot dead in late 1944 when trying
to force a German unit to surrender. It was
not until this year that female résistantes,
Germaine Tillion and Geneviève de
Gaulle, the general’s niece, were admitted
for the first time to the Panthéon, the rest-
ing place for French heroes. 

A similarly mixed cast of foreign résis-
tants peoples the book: Jewish Bolsheviks,
Spanish refugees, Italian anti-fascists, im-
migrant Russian and Polish Jews. Among
them was Marcel Langer, a Polish-born
Jew, who led a unit of immigrant fighters in
Toulouse known as the 35th brigade, be-
fore beingarrested, sentenced to death bya
Vichy court and guillotined. Or Vicente Ló-
pez Tovar, a Spanish-born Communist
guerrilla well used to “battle and hard-
ship” from fighting Franco’s regime, who
led the liberation ofPérigueux and Agen in
the French south-west.

Mr Gildea is good too on the competing
aspirations of Communists and Gaullists,
and the distrustbetween de Gaulle and the
Allies, in the run-up to liberation and after.
Communist résistants sought national in-
surrection; de Gaulle intended to “reassert
the authority of the French state”. A week

before General Leclerc led his tanks into
Paris, a concession secured from the Allies
by de Gaulle, the Communist-led Paris Lib-
eration Committee ordered a popular
uprising. Insurgents ignored the truce with
the Germans negotiated by the Gaullists;
chaos ensued. Right up to the end, in other
words, resistance in France was far more
complex and divided than the linear
legend of liberation allows. 7

teeth”: the queens, one hand pressed in
alarm or woe to a cheek; the grim kings
with braided hair, thrones elaborately de-
tailed with Romanesque loops; the
doughty, somewhat ludicrous knights; mi-
tred bishops; and most ofall the rooks, sev-
eral biting their shields, unmistakably rep-
resentations of Viking “berserks”, the
warriors of the Norse god Odin.

The pieces, which come from several
sets, are the earliest to include bishops, and
also amongthe first to include queens rath-
er than counts and viziers, highlighting the
evolution of the war game as it travelled
from India to Europe. Ms Brown uses her
extensive knowledge of Icelandic litera-
ture to try to deduce just who might have
put those bishops and queens on the
board. Her book is a social history that
romps through the evolution ofchess, wal-
rus hunting in the far north, Viking ma-
rauding from the Mediterranean to the
Caspian seas, and recent discoveries of
walrus tusks and carvings across the North
Atlantic that reveal the Vikings as “players
in a huge cultural network, trafficking in
goods and ideas”.

Ultimately she concurs with the ama-
teur who argued that Bishop Pall Jonsson
of Skalholt in Iceland might well have
commissioned the Lewis chessmen from
his favourite carver, one Margret the
Adroit. The 13th-century “Saga of Bishop
Pall” describes an aesthete fond of lavish
gifts: beautifully carved crosiers of walrus
ivory he sent to fellow bishops, made by
Margret, “who at that time was the most
skilled carver in all Iceland”. At a time of
strife between king and pope over who
wielded authority, Ms Brown argues, Bish-
op Pall Jonsson was the Norse bishop
“whose role in real life most closely match-
es that of the bishop on the chessboard”.

Despite the book’s subtitle, readers
learn frustratingly little about Margret;
the historical record is too lean. But the
story bristles with fascinating facts:
walrus tusks were so valuable that
they were “Arctic gold”; 80% of farm
names on Lewis are Norse. The Scot-

tish National Party insisted last year
that if the independence referen-

dum passed, the treasures
should be repatriated. The mys-
tery of their finding is as deep as
that of their making, involving
secrets that intersect with the
Highland Clearances and Sir
Walter Scott.

Ms Brown describes land-
scapes and her Norsemen and
women with a lucid, dry hu-
mour. Though rather too
heavy on the sagas, with their
dizzying procession of chief-
tains and kings, she has done
the reader a great service by
widening the debate into an
engaging, accessible tale. 7

The Lewis chessmen

Bones of
contention

Ivory Vikings: The Mystery of the Most
Famous Chessmen in the World and the
Woman Who Made Them. By Nancy Marie
Brown. St. Martin’s Press; 288 pages; $26.99

IN 2010 an amateur Icelandic historian ga-
tecrashed an international symposium

on the Lewis chessmen, the greatest cache
of medieval game pieces ever found. Gud-
mundur Thorarinsson, a chess-player (and
an engineer by profession), hoped to con-
vince the assembled scholars that the 92
walrus ivory pieces unearthed on the Isle
of Lewis, off the west coast of Scotland, in
1831 were the work of a woman carver
commissioned by a medieval Icelandic
bishop. He was dismissed as a “nuthead”.
Though no one really knows where the
chessmen were made, the consensus ofcu-
rators of the Lewis hoard held by the Brit-
ish Museum and the National Museum of
Scotland is that they probably originated
in Norway late in the 12th century.

Mr Thorarinsson’s theory, however,
caught the eye of Nancy Marie
Brown, an American who has
written extensively on the Vi-
king age. Alerted by the dispar-
aging of medieval Iceland as a
“scrappy place full of farmers”,
she begged to differ. The result is
“Ivory Vikings”, the absorbing
story of long-ago links be-
tween the British Isles and
Scandinavia that puts the
Lewischessmen into a viv-
id and much broader cul-
tural context of Viking
trade, plunder and sophis-
ticated gift-giving.

These stolid, expres-
sive little figurines are star
draws in the museums
that possess them. Ms
Brown aptly calls them
“Norse netsuke” (after the
little Japanese carvings),
shaped with skill and
whimsy from what the
Icelandic sagas term “fish
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Contemporary art in Japan

Educating Aida 

ABABYgiggles as its headphones sup-
ply a critique on Japanese society to

accompany a video ofschool girls whirl-
ing with phallic “moya-moya” sticks
fashioned from imaginary heart tissue.
The video installation is part ofan exhibi-
tion at the Museum ofContemporary Art
Tokyo that includes Makoto Aida, who
has specialised for years in being offen-
sive. Bizarrely, the show is intended for
youngsters on their summer holidays,
and is all the more provocative for that.

Mr Aida is often labelled sadist, racist
and misogynist. An exhibition at the
private Mori Art Museum in 2012-13 in-
cluded a video ofhimselfmasturbating
in front of the kanji characters for “beauti-
ful young girl”. Another notorious work
showed countless naked and bloodied
schoolgirls being mashed up in a fruit
blender.  

The artist usually demurs when asked
what his works mean, but here he says
his aim is to show a highly unusual fam-
ily speaking in a blunt way, to encourage

others. His wife, also an artist, and his
son built some of the exhibits. Japanese
mothers are mocked in a study ofa Cha-
nel-logoed “Lunch Box ofa Brand Addict-
ed Housewife”. Bi-racial couples (dorky
American male paired with cutesy Japa-
nese girlfriend) are also sent up as they
construct a vagina from raw shellfish in a
video called “Love and Hate Bento”. 

The heart of the show is perhaps
weightier—a ceiling-high vertical banner
ofhandwritten script in the style of the
1970s radical left wing, attacking Japan’s
education system, including the “shit”
way it evaluates students for university
and teaches youngsters to conform. 

Mr Aida reckons it was this direct
attackon the education ministry, not the
exhibition’s barely concealed eroticism
or its general weirdness, that almost
caused the museum to cancel it just after
its July opening. International reporting
about the threat ofcensorship kept it in
place. 

As if to guard the work, Mr Aida sits in
a corner of the gallery. More than one tot
looks rattled by another video installa-
tion, the spooky yet (to adults) hilarious
“Video ofa Man Calling Himself Japan’s
Prime Minister Making a Speech at an
International Assembly”. In it, Mr Aida
appears as Shinzo Abe, the current prime
minister, saying sorry for Japan’s role in
the second world war. (The real Mr Abe
avoided doing so in his statement on the
war earlier this month.) 

It is Mr Aida’s first exhibition in a
public space, which may signify that he is
edging towards the mainstream. Not all
of the public are appalled. A strong
theme of the show is how Japan stamps
kids from a mould, says Akane Wata-
nabe, a 35-year-old woman with her
six-year-old daughter. Instead, she says,
“we should bring them up without da-
maging their minds and honesty.” 

TOKYO

Ashowforchildren by Makoto Aida offends the adults in government

Good clean family fun

ISLAMIC STATE (IS) poses a terrorist
threat that is greater than any before or

since the terrorist attacks ofSeptember 11th
2001, at least according to the British home
secretary, Theresa May, speaking last No-
vember as she sought to justify extensive
new counter-terrorist powers for the gov-
ernment. Barack Obama, also seeking
greater powers to attack the group, made a
similarassertion three months later: that IS
threatens the American homeland itself.
With the fall ofRamadi in Iraq and Palmyra
in Syria in May, IS has shown that it is still
on the march. How much ought the West
to fear the self-styled “caliphate”?

Perhaps not as greatly as politicians
make out, according to Jason Burke. In his
latest book, “The New Threat from Islamic
Militancy”, he usefully divides the dangers
into three main sources, and readers may
gain a degree of reassurance from each; so
long, that is, as they are not living in the
Middle East or parts ofAfrica.

Into the first category of threat fall the
two main organised groups, al-Qaeda and
IS. Much of the book consists of a detailed
(if somewhat familiar) account of their his-
tory and progress. Al-Qaeda, Mr Burke
rightly notes, has been constrained and de-
graded by punishing drone strikes, the kill-
ing of its leaders and impressive intelli-
gence-gathering. The September 11th
attacksmarked itshigh-watermark, not the
start ofa series ofvictories. 

The same goes for IS, which broke away
from al-Qaeda in part because IS believes
that attacking the “far enemy” (the West)
rather than the “near enemy” (the regimes
that now rule in place of the dismembered
Ottoman caliphate) was a counter-produc-
tive distraction. IS, as Mr Burke notes, has
generally shown little interest in commit-
ting or even inspiring acts of terror in the
West (though that could change). But IS,
and to a lesserextental-Qaeda, does pose a
huge, and still growing, threat to govern-
ments across the Middle East and parts of
Africa. 

Much of that danger comes not from al-
Qaeda or IS themselves, but from the or-
ganised groups that are loosely connected
to them. And it is in discussing these devel-
opments that Mr Burke’s work is at its most
comprehensive. Significantly, the author
finds that there is very little, if any, central
control exercised; pledging allegiance to 
al-Qaeda or IS is not much more than a
matter ofbranding.

The third category the book investi-
gates will be ofmost interest to policymak-
ers in the West. These are what Mr Burke
calls the leaderless jihadis, home-grown
terrorists like the killers of Drummer Lee
Rigby in London in 2013, or the brothers
who carried out the Charlie Hebdo attack
this year. Mr Burke calls this informal
grouping of dangerous malcontents “The
Movement”, though that term exaggerates
its cohesion.

The West’s leaders know that such at-
tacks cannot all be prevented, but there is
good news here, too. First, revulsion

against such crimes has led to greatly en-
hanced co-operation by Western Muslims
with the security services; though at the
same time, the power of social media has
allowed the Movement’s poisonous mes-
sage to spread with greater ease. And sec-
ond, there is no reason to suppose that
even the horrors of the war in Syria, which
have drawn perhaps a few thousand for-
eign fighters from Western lands, will lead
to more violence when the fighters come
home. That did not happen with Afghani-
stan or Bosnia and it does not look likely to
happen now. 7

Islamist violence

Hydra-headed

The New Threat from Islamic Militancy. By
Jason Burke. The New Press; 304 pages;
$24.95. Bodley Head; £16.99
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Chief Executive Offi cer

ECFR seeks a CEO to work alongside the founding Director in a co-leadership team 
based at the London offi ce of this award-winning pan-European foreign policy think 
tank with offi ces in Berlin, London, Madrid, Paris, Rome, Sofi a and Warsaw. The CEO 
will shape and facilitate organisational strategy, programme priorities and operations 
that ensure ECFR’s impact and sustainability.

Applicants should possess sound experience of leading a dynamic organisation, 
operating in multiple countries, mentoring senior managers and engaging with a 
high-profi le Board. Prior experience in a not-for-profi t environment an advantage. 
Competitive salary and benefi ts. 

For further information, visit www.ecfr.eu. Closing date: 27 September 2015

ECFR is an equal opportunities employer. Registered Company and Charity in England and Wales 
Company Reg. Number 07154609 Charity Number 1143536

This intergovernmental organization seeks to recruit a

Head of Operations

You will be responsible to the Executive Director for all operational activities 
of the ICO. This will include managing the following departments: Economics, 
Projects, Statistics, Documents, Library/Information and the Secretariat. 

Qualifi cations: advanced university degree in a relevant subject; proven 
professional competence in the ICO’s fi eld, and the coffee sector in particular; at 
least 10 years senior management experience; excellent command of written and 
spoken English, plus knowledge of at least two of French, Spanish or Portuguese. 

Salary: UN scale D1.

For further details, please see the ‘Contact Us’ section on our website: www.
ico.org

Applications to: 
Executive Director, ICO, 22 Berners Street, London W1T 3DD or ed@ico.org by 11 
September 2015. Applicants must be from Member countries of the International 
Coffee Organization.

INTERNATIONAL
COFFEE
ORGANIZATION

Call for proposals – Pre-investment Inception
Study: Iron, Steel & Metal Products 

Manufacturing Project (ISMP), Ethiopia

The Government of Ethiopia, in collaboration with the UK 
Department for International Development (DFID), would like to 
invite qualifi ed organisations to submit proposals to carry out a 
pre-investment inception study of iron-steel-metal product sector 
investment opportunities, with the ultimate aim of creating a 
sustainable and internationally competitive iron, steel and metal 
industry in Ethiopia.

The study will comprise four components: 1. market study; 2. 
technical confi guration; 3. institutional structure; 4. transport and 
logistics. The key output will be a comprehensive, evidence-based 
report containing recommendations on whether to proceed to the 
next pre-investment/pre-feasibility stage. It is expected that the 
inception study will be completed by February 2016.

The successful bidder will be contracted through the DFID-funded 
Private Enterprise Programme Ethiopia (PEPE). 

To obtain the terms of reference for this work please contact 
ismptender@pepeteam.org.

Deadline for applications: 18 September 2015

EXPERTS, Ministry of Development Planning and Statistics (MDPS), Qatar

MDPS coordinates and prepares Qatar’s national development 
strategies, follows up on their implementation, and monitors and 
reports on achievements. MDPS is also Qatar’s offi  cial statistical agency. 

The MDPS is looking to recruit EXPERTS with national level strategic 
planning experience and subject matter knowledge of ECONOMICS, 
ENVIRONMENT, HUMAN DEVELOPMENT, and STRATEGY 
IMPLEMENTATION. MDPS is also looking to recruit experts in 
STATISTICS.

Requirements: Masters’ degree with at least 8 years relevant experience or a PhD with at 
least 5 years relevant work experience. Arabic and English language reading and writing 
fl uency is strongly preferred. Applicants should demonstrate a track record of results.

Experts with the following subject matter or functional knowledge and experience are 
sought:

ECONOMICS and ENVIRONMENT  
Public fi nance and fi scal policy; capital investment; private sector; energy and natural 
resource economics; macroeconomics; “green economy” and industrial policy; climate 
change;  waste management; marine and built environment; environmental policy and 

regulation 

HUMAN and SOCIAL DEVELOPMENT
Human development; health; education and human capital; labour market and social 

protection;  social innovation and social policy 

INSTITUTIONAL DEVELOPMENT
The design, follow-up and evaluation of national development strategies, and institutional 

performance management.

STATISTICIANS
Economic, social and environment statistics; census and survey design and
 implementation; statistical analysis, data interpretation and visualization.

Please send a detailed CV with a supporting letter, before 25 September 2015, to
recruitment_experts@mdps.gov.qa.

Clearly state in the subject line which position you are applying for. For more information, 
visit www.mdps.gov.qa. Only short-listed candidates will be contacted.
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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* 2015† latest latest 2015† rate, % months, $bn 2015† 2015† bonds, latest Aug 26th year ago

United States +2.3 Q2 +2.3 +2.4 +1.3 Jul +0.2 Jul +0.4 5.3 Jul -406.4 Q1 -2.6 -2.6 2.12 - -
China +7.0 Q2 +7.0 +6.9 +6.0 Jul +1.6 Jul +1.5 4.0 Q2§ +291.4 Q2 +3.0 -2.7 3.21§§ 6.41 6.15
Japan +0.7 Q2 -1.6 +0.9 +2.3 Jun +0.4 Jun +0.7 3.4 Jun +97.1 Jun +2.6 -6.8 0.37 120 104
Britain +2.6 Q2 +2.8 +2.6 +1.5 Jun +0.1 Jul +0.2 5.6 May†† -180.5 Q1 -4.8 -4.4 1.84 0.65 0.60
Canada +2.1 Q1 -0.6 +1.5 -4.1 May +1.3 Jul +1.1 6.8 Jul -42.2 Q1 -2.7 -1.8 1.44 1.33 1.10
Euro area +1.2 Q2 +1.3 +1.4 +1.2 Jun +0.2 Jul +0.2 11.1 Jun +317.6 Jun +2.5 -2.1 0.71 0.88 0.76
Austria +0.4 Q2 -2.9 +0.6 -0.1 Jun +1.2 Jul +1.0 6.0 Jun +6.5 Q1 +1.2 -2.1 1.08 0.88 0.76
Belgium +1.3 Q2 +1.8 +1.3 -4.5 Jun +0.5 Jul +0.4 8.6 Jun +12.1 Mar +1.3 -2.6 1.14 0.88 0.76
France +1.0 Q2 nil +1.2 +0.6 Jun +0.2 Jul +0.3 10.2 Jun -4.2 Jun‡ -0.9 -4.1 1.13 0.88 0.76
Germany +1.6 Q2 +1.8 +1.7 +0.6 Jun +0.2 Jul +0.5 6.4 Jul +283.1 Jun +7.4 +0.7 0.71 0.88 0.76
Greece +1.5 Q2 +3.1 +0.5 -4.3 Jun -2.2 Jul -1.0 25.0 May +2.1 Jun +2.6 -3.8 9.31 0.88 0.76
Italy +0.5 Q2 +0.7 +0.6 -0.3 Jun +0.2 Jul +0.2 12.7 Jun +45.6 Jun +2.1 -2.9 1.98 0.88 0.76
Netherlands +1.6 Q2 +0.3 +2.0 +3.6 Jun +1.0 Jul +0.4 8.5 Jul +91.4 Q1 +9.6 -1.8 0.95 0.88 0.76
Spain +3.1 Q2 +4.1 +2.9 +7.4 Jun +0.1 Jul -0.3 22.5 Jun +15.8 May +0.7 -4.4 2.10 0.88 0.76
Czech Republic +4.0 Q1 +3.6 +3.1 +8.0 Jun +0.5 Jul +0.3 6.3 Jul§ +0.8 Q1 -0.1 -1.8 0.91 24.0 21.1
Denmark +1.5 Q1 +2.0 +1.8 +10.6 Jun +0.7 Jul +0.6 4.7 Jun +21.4 Jun +6.7 -2.9 0.94 6.60 5.66
Norway +2.2 Q2 -0.4 +0.7 +5.7 Jun +1.8 Jul +1.6 4.5 Jun‡‡ +39.3 Q1 +9.3 +6.0 1.48 8.38 6.18
Poland +3.7 Q1 +3.6 +3.4 +3.7 Jul -0.7 Jul +0.2 10.1 Jul§ -1.0 Jun -1.4 -1.5 2.95 3.74 3.18
Russia -4.6 Q2 na -3.6 -4.6 Jul +15.6 Jul +14.8 5.3 Jul§ +68.7 Q2 +5.0 -2.8 11.71 68.9 36.2
Sweden  +2.9 Q2 +4.0 +2.5 +1.2 Jun -0.1 Jul +0.2 6.5 Jul§ +38.1 Q1 +6.1 -1.2 0.64 8.49 6.96
Switzerland +1.1 Q1 -0.8 +0.7 -0.5 Q1 -1.3 Jul -1.0 3.3 Jul +53.7 Q1 +6.7 +0.2 -0.15 0.95 0.92
Turkey +2.3 Q1 na +2.9 +7.4 Jun +6.8 Jul +7.4 9.3 May§ -44.7 Jun -4.6 -1.6 10.21 2.93 2.17
Australia +2.3 Q1 +3.8 +2.4 +2.8 Q1 +1.5 Q2 +1.7 6.3 Jul -41.9 Q1 -3.1 -2.4 2.66 1.40 1.07
Hong Kong +2.8 Q2 +1.6 +2.3 -1.6 Q1 +2.5 Jul +3.1 3.3 Jul‡‡ +5.9 Q1 +2.8 nil 1.72 7.75 7.75
India +7.5 Q1 +11.0 +7.6 +3.8 Jun +3.8 Jul +5.4 4.9 2013 -27.5 Q1 -1.2 -4.1 7.79 66.0 60.5
Indonesia +4.7 Q2 na +4.9 +5.8 Jun +7.3 Jul +6.3 5.8 Q1§ -21.6 Q2 -2.6 -2.0 8.97 14,046 11,708
Malaysia +4.9 Q2 na +5.5 +4.4 Jun +3.3 Jul +2.6 3.1 Jun§ +8.8 Q2 +3.4 -4.1 4.45 4.23 3.16
Pakistan +5.5 2015** na +5.7 +3.9 Jun +1.8 Jul +4.1 6.0 2014 -2.2 Q2 -0.6 -5.1 9.20††† 104 102
Philippines +5.6 Q2 +7.4 +6.6 -3.6 Jun +0.8 Jul +2.6 6.4 Q2§ +14.5 Mar +4.1 -1.9 4.27 46.6 43.8
Singapore +1.8 Q2 -4.0 +3.1 -6.1 Jul -0.4 Jul +0.4 2.0 Q2 +69.5 Q2 +21.3 -0.7 2.68 1.41 1.25
South Korea +2.2 Q2 +1.2 +2.8 +1.2 Jun +0.7 Jul +1.0 3.7 Jul§ +102.2 Jun +7.6 +0.4 2.26 1,183 1,017
Taiwan +0.5 Q2 -6.6 +3.4 -3.0 Jul -0.7 Jul +0.2 3.7 Jul +72.8 Q2 +12.8 -1.1 1.07 32.5 30.0
Thailand +2.2 Q4 +7.1 +3.5 -8.0 Jun -1.0 Jul +0.8 0.8 Jun§ +16.1 Q1 +2.4 -2.0 2.61 35.6 31.9
Argentina +1.1 Q1 +0.8 -0.2 +0.6 Jul — *** — 6.6 Q2§ -6.0 Q1 -1.4 -3.3 na 9.28 8.39
Brazil -1.6 Q1 -0.6 -1.7 -3.2 Jun +9.6 Jul +8.7 7.5 Jul§ -89.4 Jul -4.1 -5.8 13.98 3.60 2.26
Chile +1.9 Q2 nil +2.9 +1.6 Jun +4.6 Jul +3.8 6.5 Jun§‡‡ -0.3 Q2 -1.3 -2.0 4.51 705 586
Colombia +2.8 Q1 +3.3 +3.3 +1.5 Jun +4.5 Jul +4.2 8.2 Jun§ -20.7 Q1 -6.6 -2.1 7.76 3,262 1,885
Mexico +2.2 Q2 +2.0 +2.6 +1.4 Jun +2.7 Jul +3.0 4.4 Jun -25.3 Q2 -2.4 -3.4 6.09 17.0 13.1
Venezuela -2.3 Q3 +10.0 -4.2 na  +68.5 Dec +76.4 6.6 May§ +10.3 Q3 -1.8 -16.5 10.96 6.31 6.35
Egypt +4.3 Q4 na +4.2 -0.5 May +8.3 Jul +9.9 12.7 Q2§ -10.2 Q1 -1.4 -11.0 na 7.83 7.15
Israel +1.9 Q2 +0.3 +3.4 +5.0 Jun -0.3 Jul -0.2 5.3 Jul +11.7 Q1 +4.8 -2.9 2.14 3.93 3.57
Saudi Arabia +3.5 2014 na +2.7 na  +2.2 Jul +2.7 5.7 2014 +39.7 Q1 -2.4 -12.1 na 3.75 3.75
South Africa +1.2 Q2 -1.3 +2.0 -1.0 Jun +5.0 Jul +4.9 25.0 Q2§ -18.7 Q1 -5.3 -3.8 8.43 13.1 10.7
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 27.18%; year ago 37.89% †††Dollar-denominated bonds. 
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Other markets
% change on

Dec 31st 2014
Index one in local in $

Aug 26th week currency terms
United States (S&P 500) 1,940.5 -6.7 -5.8 -5.8
United States (NAScomp) 4,697.5 -6.4 -0.8 -0.8
China (SSEB, $ terms) 279.1 -21.5 -0.8 -4.0
Japan (Topix) 1,479.0 -10.3 +5.1 +5.7
Europe (FTSEurofirst 300) 1,380.9 -8.3 +0.9 -4.9
World, dev'd (MSCI) 1,616.5 -6.3 -5.5 -5.5
Emerging markets (MSCI) 787.3 -6.3 -17.7 -17.7
World, all (MSCI) 389.0 -6.3 -6.8 -6.8
World bonds (Citigroup) 883.8 +1.5 -2.0 -2.0
EMBI+ (JPMorgan) 686.1 -1.2 -0.8 -0.8
Hedge funds (HFRX) 1,194.6§ -2.4 -2.0 -2.0
Volatility, US (VIX) 30.3 +15.3 +19.2 (levels)
CDSs, Eur (iTRAXX)† 74.0 +8.7 +8.1 +1.8
CDSs, N Am (CDX)† 82.7 +6.1 +17.9 +17.9
Carbon trading (EU ETS) € 8.1 -2.8 +11.1 +4.7
Sources: Markit; Thomson Reuters. *Total return index.
†Credit-default-swap spreads, basis points. §Aug 25th.

The Economist commodity-price index
2005=100

% change on
one one

Aug 18th Aug 25th* month year

Dollar Index
All Items 132.9 130.5 -5.3 -20.1

Food 154.6 151.7 -5.4 -14.7

Industrials

All 110.2 108.3 -5.3 -26.9

Nfa† 114.3 110.8 -3.8 -18.4

Metals 108.5 107.3 -6.0 -30.1

Sterling Index
All items 154.3 151.2 -6.0 -15.6

Euro Index
All items 149.7 142.1 -8.4 -7.6

Gold
$ per oz 1,116.0 1,135.0 +3.6 -11.6

West Texas Intermediate
$ per barrel 42.4 38.8 -18.7 -58.7
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 2014
 Index one in local in $
 Aug 26th week currency terms
United States (DJIA) 16,285.5 -6.1 -8.6 -8.6
China (SSEA) 3,066.6 -22.9 -9.5 -12.4
Japan (Nikkei 225) 18,376.8 -9.1 +5.3 +5.9
Britain (FTSE 100) 5,979.2 -6.6 -8.9 -9.3
Canada (S&P TSX) 13,381.6 -4.7 -8.5 -20.4
Euro area (FTSE Euro 100) 1,055.5 -7.4 +1.8 -4.1
Euro area (EURO STOXX 50) 3,170.7 -7.6 +0.8 -5.0
Austria (ATX) 2,266.7 -7.2 +4.9 -1.1
Belgium (Bel 20) 3,346.2 -7.0 +1.9 -4.0
France (CAC 40) 4,501.1 -7.8 +5.3 -0.7
Germany (DAX)* 9,997.4 -6.4 +2.0 -3.9
Greece (Athex Comp) 622.7 -7.8 -24.6 -29.0
Italy (FTSE/MIB) 21,473.8 -6.5 +12.9 +6.5
Netherlands (AEX) 428.7 -8.6 +1.0 -4.8
Spain (Madrid SE) 1,012.2 -7.4 -2.9 -8.5
Czech Republic (PX) 984.9 -3.5 +4.0 +0.2
Denmark (OMXCB) 818.9 -7.8 +21.3 +14.0
Hungary (BUX) 21,190.9 -4.2 +27.4 +19.9
Norway (OSEAX) 615.0 -5.2 -0.8 -10.8
Poland (WIG) 49,318.6 -6.0 -4.1 -8.3
Russia (RTS, $ terms) 754.6 -5.0 +10.5 -4.6
Sweden (OMXS30) 1,458.2 -6.1 -0.4 -7.7
Switzerland (SMI) 8,548.8 -7.6 -4.8 -0.1
Turkey (BIST) 73,615.9 -2.2 -14.1 -31.6
Australia (All Ord.) 5,178.9 -3.7 -3.9 -16.2
Hong Kong (Hang Seng) 21,080.4 -9.0 -10.7 -10.7
India (BSE) 25,714.7 -7.9 -6.5 -10.8
Indonesia (JSX) 4,237.7 -5.5 -18.9 -28.9
Malaysia (KLSE) 1,580.4 -0.1 -10.3 -26.2
Pakistan (KSE) 33,537.4 -5.4 +4.4 +0.9
Singapore (STI) 2,873.0 -5.5 -14.6 -19.5
South Korea (KOSPI) 1,894.1 -2.3 -1.1 -8.4
Taiwan (TWI) 7,715.6 -3.8 -17.1 -19.4
Thailand (SET) 1,320.1 -4.3 -11.9 -18.7
Argentina (MERV) 10,290.2 -6.1 +19.9 +9.4
Brazil (BVSP) 46,038.1 -1.2 -7.9 -32.7
Chile (IGPA) 18,013.8 -2.4 -4.5 -17.8
Colombia (IGBC) 8,892.6 -6.2 -23.6 -43.8
Mexico (IPC) 42,323.0 -2.6 -1.9 -15.3
Venezuela (IBC) 14,924.9 +0.1 +287 na
Egypt (Case 30) 6,873.5 -5.1 -23.0 -29.7
Israel (TA-100) 1,390.6 -6.9 +7.9 +6.6
Saudi Arabia (Tadawul) 7,384.5 -7.8 -11.4 -11.4
South Africa (JSE AS) 48,359.2 -3.6 -2.8 -14.3

Indicators for more countries and additional
series, go to: Economist.com/indicators

Market volatility

Source: Bloomberg
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The CBOE volatility index, or VIX, is also
known as the “fear index”. This week it
jumped to its highest level since 2011. The
VIX, which is calculated using S&P 500
options prices, has been placid most of
this year, with the exception of a brief
spike last month during Greece’s debt
crisis. But on August 24th, after a Chi-
nese stockmarket crash triggered a
global sell-off, the fear index rose to over
40 points (a reading below 20 suggest
markets are unusually calm, and one over
30 indicates investor uncertainty).
European and Chinese volatility indices
also rose sharply. The main source of
anxiety is the state of the Chinese econ-
omy, but an impending interest-rate
increase in America is also fuelling worry. 
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DID Isaac Newton play tennis? He cer-
tainly liked to watch it, for as he first

observed light rays bending in and out of
hisprism, in 1666, “I remembered that I had
often seen a Tennis ball, struck with an
oblique Racket, describe such a curve line.”
His three laws of motion, too, as Howard
Brody liked to point out, make a pretty
good synopsis ofa game oftennis: 1, An ob-
ject in a state of uniform motion will re-
main in that motion unless it encounters
an external force; 2, force equals mass
times acceleration; and 3, for every action
there isan equal and opposite reaction (un-
less the ball goes out). 

Professor Brody’s love of tennis, per-
haps like Newton’s, was never quite
matched by his skill. From fumbling tour-
naments in high school (“The coach gave
up”), he progressed to four years of varsity
play at MIT, and for one heady month
coached the men’s team at the University
of Pennsylvania where, for almost all his
career, he was a physics professor. His orig-
inal field, though, was particle and nuclear
physics, the result of a boyhood fascina-
tion with a little book called “Atoms in Ac-
tion”; and it was only by a fortuitous piece
of topspin, or backspin, or rotation about
an axis, that he found himself focusing not
on photons and quarks but on relatively
massive fluffy yellow balls, bouncing. 

From his office at Penn he could see the
courts, and on holiday he made for them;
and around the mid-1970s he noticed that
racket heads were getting bigger. Were they
therefore better? As he tried to find out, to
his surprise, an almost unexamined
branch of science opened out before him.
The timing was good, for after a stint at
CERN in Geneva he was tired of being just
one more PhD in a crowd. True, his kudos
tooka bitofa dive between workingon the
Large Electron-Positron collider and pitch-
ing balls at a racket hung on a string, or
dropping them from a stepladder, in a
Heath Robinson way. (One footnote read,
“It was suggested that the author not rip
out the tiles for the purpose of performing
this experiment.”) But it was a lot more fun. 

Within a few years he found himself
the world authority on the elasticity of
strings, the “dwell time” of balls on them,
ball trajectories, windows of acceptance
(the gap between the minimum angle
needed for the ball to clear the net and the
maximum that allowed it to stay inside the
baseline), twistweights and sweet spots. In
75 articles he laid out his findings, with co-
pious graphs and equations. He became
an adviser to the Professional Tennis Regis-
try and the International Tennis Federa-
tion, among others. Not as much time was
spent on court as he might have liked, since

oscilloscopes and simulators worked bet-
ter indoors. But he jauntily turned up to
meetings and dinners in tennis shoes, just
the same. 

His chief satisfaction was that ordinary
players could profit from his work. His aca-
demic articles ruefully conceded that or-
dinary Joesand Janes, standingbythe rack-
et display in Dick’s Sporting Goods, might
not have a torsional oscillator to hand. So
in 1987 “Tennis Science for Tennis Players”
laid out his findings for those for whom
“dwell time” means sitting under a towel
eating a banana; a “polar moment of iner-
tia”, the realisation that the ball is heading
for the neighbour’s window; and the “ap-
parent coefficient of restitution”, the hope
that he will still chuck it back. 

Finding sweet spots
Players mostly wanted to know how tight-
ly they should string their rackets. Profes-
sor Brody’s advice was, not as tightly as
they thought they should. Looser strings
(not too loose, though; “a butterfly net
would clearly be no good”) conserved
more of the energy fed to them by the ball,
deformed themselves more and deformed
the ball less. For the same reasons, better
elasticity and a little roughness, gut strings
were better than synthetic ones. On the
other hand, stiff frames, which vibrated
less, played better than the flexible kind.
As for sweet spots, where the player barely
felt the impact of the ball, Professor Brady
found that there were in fact three per rack-
et, tantalisingly close together. A wider
head made the sweet area more central, al-
lowed more room for topspin and reduced
the risk that a miss-hit would make the
racket twist in your hand. So yes, a Prince
Thunder Bolt would play better than a
Spalding Smasher—in theory. 

In practice, as he admitted, an awful lot
still depended on how good the player
was. Side-by-side video clips of himself
and Roger Federer showed no difference in
the physics, but rathera lot in the physique.
No one had yetanalysed ball control either
on court or in the lab—though, without it,
sheer power was not much use. The sci-
ence ofswingwas still under investigation.
The grip of a hand on a racket, he had
found in one of his favourite experiments,
added almostnothingbutsteering. For that
matter, no one had worked out the biome-
chanics of tennis elbow, either. 

He had, however, a little list of tips for
avoiding unforced errors and improving
technique. Don’t change the ball angle on
the return; don’t hit the ball too hard; when
serving, hit the ball as it’s falling; and add
lots of topspin, giving gravity a helping
hand to curve the ball downwards. It was
topspin, of course, that Newton had ad-
mired. In short, Professor Brody conclud-
ed, players had to obey the laws of the
universe. Simple, really. 7

The science of swing

Howard Brody, physicist of tennis, died on August11th, aged 83

Obituary Howard Brody
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