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Deep into a second wave of
covid-19 infections, the gov-
ernment in India lowered the
age for inoculation to 18,
liberalised the approval of
vaccines, handed more power
to the states and redirected
oxygen supplies. New recorded
cases have soared past 300,000
aday, up from 20,000 in early
March.

Australia and New Zealand
inaugurated a travel bubble,
allowing passengers to travel
between the two countries
without the need to quaran-
tine. A fully vaccinated em-
ployee at Auckland airport
tested positive for covid-19 a
day after travel restarted.

An Indonesian submarine
carrying 53 sailors went miss-
ing while participatingin a
training exercise near Bali. The
navy lost contact with the
vessel soon after granting
permission for a dive. An oil
spill has been found nearby.

Vladimir Putin used his state-
of-the-union speech to warn
the West against “crossing the
red line”, saying that this
would trigger a “swift and
tough” response. Tensions
have risen, following the im-
position of additional sanc-
tions by America in response
to political meddling by Rus-
sia. Mr Putin has amassed
troops on Russia's border with
Ukraine, though it is not clear
what he aims to do with them.

At the same time, concerns
grew for the health of Alexei
Navalny, Russia’s leading
opposition figure, who is in
prison and on hunger strike.
Thousands of Mr Navalny’s
supporters responded to Mr
Putin’s speech with demon-
strations in several cities.

Germany's Greens chose
Annalena Baerbock, who is
only 40, as their candidate for
chancellor in September's
election, wrong-footing Ange-
la Merkel's Christian Demo-
crats, who have been arguing
about who they think should
succeed her. A day later the
cpU anointed Armin Laschet
as its standard-bearer, though
he has failed to impress voters
in recent months.

In Hong Kong Jimmy Lai, a
publisher and critic of the
government in Beijing, was
sentenced to14 months in
prison for participating in
pro-democracy protests in
2019. Four former opposition
politicians were also jailed.
Martin Lee and Margaret Ng,
two veteran campaigners, and
three other activists were
given suspended sentences.

XiJinping said that countries
which are “bossing others
around” and interfering in
internal affairs “will not be
well received”. The Chinese
president made his comments
days after Americaand Japan
pledged to co-operate on
resisting China’s territorial
claims in the East and South
China seas.

Ajury found Derek Chauvin
guilty of the murder of George
Floyd during an arrestin
Minneapolis last year, when
the policeman knelt on Floyd’s
neck for nine minutes. Ina
remarkable statement made
while the jury was deliberat-
ing, the judge singled out
comments by Maxine Waters, a
Democratic congresswoman,
as possible grounds for Mr
Chauvin to appeal. Ms Waters
had urged protesters to “get
more confrontational” if Mr
Chauvin was acquitted.

Joe Biden enraged some Demo-
crats when he signed an order
capping the annual number of
refugees to America at 15,000,
in line with the number al-
lowed under Donald Trump.
Mr Biden has promised to
increase the cap. Amid intense
criticism the White House said
the order had been “the subject
of some confusion” and the

cap for the rest of this fiscal
year would be increased, the
number to be set by May 15th.

Idriss Déby, the president of
Chad, died of wounds he sus-
tained while visiting troops in
a battle with rebels. A military
council led by Mr Déby’s son,
Mahamat Idriss Déby, sus-
pended the government and
constitution and assumed
power, promising to hold
elections in 18 months.

A fire on Table Mountain
swept onto the campus of the
University of Cape Town,
destroying student accommo-
dation and a library housing a
unique collection of books
related to African studies,
including rare editions pub-
lished in the 1500s.

The Syrian parliament sched-
uled a presidential election for
May 26th. The war-torn coun-
try is also suffering from a
growing economic crisis, but
President Bashar al-Assad is
not expected to allow any
serious competition.

For the first time in six decades
Cuba is no longer ruled by a
Castro. At the congress of the
ruling Communist Party Raul
Castro stepped down as first
secretary. His successor is
Miguel Diaz-Canel, a 61-year-
old apparatchik who became
president, the second-most
powerful job, in 2018. Mr Diaz-
Canel has much to do. Protests
and frustration are growing on
the socialist island.

Chrystia Freeland, Canada's
finance minister, unveiled the
Liberal government's first
budget since 2019. Vowing to
finish “the fight against covid”,
Ms Freeland outlined C$101bn
($81bn) in new spending over
three years, including a natio-
nal child-care programme.

NASsA flew a small robotic
helicopter on Mars, the first
time thata machine from
Earth has undertaken a suc-
cessful flight on another plan-
et. Ingenuity hovered for justa
minute, butitis hoped that
further flights will last longer
and cover more ground.

Coronavirus briefs
To 6am GMT April 22nd 2021

Weekly confirmed cases by area, m
25
Other ;4

Western Europe 15

2020 2021

Vaccination doses .
% of adults with

Total 000 1Istdose 2nd
Israel 10,354 9% 89
Bhutan 479 9 0
UAE 9,675 74 46
Maldives 335 70 13
Britain 43,458 63 20
Chile 13353 55 39
Malta 283 55025
United States 213,388 54 32
Bahrain 1,119 48 38
Hungary 4,789 43 18

Sources: Johns Hopkins University CSSE;
Our World in Data; United Nations

The EU’s medicines agency
recommended that the John-
son & Johnson vaccine
should carry a warning about
blood clots being a very rare
possible side effect, but reiter-
ated that the benefits of the
jab far outweigh the risks.

A regulatory body in Brazil
approved the emergency use
of a cocktail of medicines to
treat mild and moderate cases
of covid-19. The treatment is
thought to reduce the chances
of hospitalisation significant-
ly. The country’s death toll
surpassed 380,000.

Sweden’s government
warned that it might intro-
duce stricter restrictions.
“There is no room now to start
living as if the pandemic is
already over,” said the health
minister.

The State Department
updated its travel advice for
American citizens. Its “Level
4:Do NotTravel” advisory will
apply to 80% of the world’s
countries.

-> For our latest coverage of the
virus please visit economist.com/
coronavirus or download the
Economist app.
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As the Biden administration
drew up its ambitious climate-
change targets, the Interna-
tional Energy Agency forecast
that energy-related carbon-
dioxide emissions will re-
bound in 2021 after a steep fall
during the pandemic, and
grow by 4.8%. That would
represent an increase of 1.5
gigatonnes, the second-largest
rise on record. With restric-
tions on travel still in place,
emissions from oil are expect-
ed to remain below the levels
of 2019, but emissions from
coal will rise a bit, and reach an
all-time high from natural gas.
China’s emissions will in-
crease by 6% over 2019, and
India’s by 1.4%, but America’s
will be 5.6% lower.

Booming industrial produc-
tion and exports fuelled an
18.3% expansion in China’s
economy during the first
quarter compared with the
same three months lastyear,
when the country went into
lockdown and its economy
contracted. Compared with the
previous quarter, GDP grew by
just 0.6%.

Reeling from its exposure to
the collapse of Archegos, an
investment fund, Credit
Suisse decided to raise
SFr1.7bn ($1.9bn) from in-
vestors in order to bolster its
capital buffers. The Swiss
bank’s write-off of loans to
Archegos led it to a net quar-
terly loss, overshadowing a
surge in revenues from its
investmentbank. Switzer-
land’s financial regulator said
it was investigating “possible
shortcomings in risk manage-
ment” at the bank.

The board at Boeing extended
the mandatory retirement age
to 70 for David Calhoun, allow-

ing him potentially to contin-
ue as chief executive for six
more years.

Abidding war broke out for
Kansas City Southern, arail-
road company that transports
freightin America and Mexico,
when Canadian National
submitted a $33.7bn offer,
$4bn more than a proposal
from Canadian Pacific.

The writing’s on the wall
Stora Enso, a packaging and
woods-products company,
announced the closure of two
factories in Finland and Swe-
den, because changes in con-
sumer behaviour during the
pandemic have accelerated the
decline in demand for paper.
Sales from paper will account
for just10% of the company’s
revenues after the closures,
down from 70% a decade ago.

Toshiba rejected an offer to
take it private from cvc, saying
the lack of detail in the propos-
al made it impossible to evalu-
ate. The Japanese conglomer-
ate said that the private-equity
firm had decided to “step
aside” and await further guid-
ance, but it was open to serious
proposals. cvc was reportedly
counting on Kurumatani
Nobuaki to stay at the helm as
Toshiba’s chief executive, but

DISCUSSIONS
IN ANUTSHELL

he has resigned. Mr Kurumata-
ni used to run cvc’s operations
inJapan.

The union that tried to organ-
ise workers atan Amazon
factory in Alabama filed
objections with the National
Labour Relations Board about
the voting process. It alleges
that, among other things, the
company, threatened employ-
ees with significant lay-offs
and cuts to pay if they support-
ed unionisation. In the end
70% decided not to join.

Apple allowed Parler, a social-
media app favoured by right-
wingers, to return to the
iPhone’s App Store, citing
Parler’s promise of stricter
moderation. The app had been
removed by Apple and Google,
and its hosting pulled by Ama-
zon, after the assault on Con-
gress in January. The case
sparked arguments about the
power of big tech platforms to
regulate political debate.

Britain’s government an-
nounced an investigation into
Nvidia’'s planned $40bn take-
over of Arm, a Britain-based
chip-design firm, on national
security grounds. South
Korea’s competition watchdog
said italso would look at the
deal, which faces scrutiny in
America and China, too.

The European Union unveiled
proposals that would regulate
the use of artificial intelli-
gence within member states,
with big fines for miscreants.
Planned restrictions on the
police’s use of facial recogni-
tion look especially strict.

Elon Musk’s SpaceX won the
contract to build the landing
craft for NASA’s project to put
two astronauts on the Moon,
perhaps in 2024. Its bid beat
rival proposals from Blue
Origin, founded by Jeff Bezos,
and Dynetics, which is based
in Huntsville, Alabama.
SpaceX provides craft for
NASA’s other big commercial
space programmes.

Own goal

A select group of 12 football
clubs tried to form a European
Super League, an idea thathas
been knocking around for
decades. By mid-week, nearly
all had withdrawn from the
proposal, after it was roundly
criticised by fans, players,
pundits, domestic leagues and
the world governing body,
FIFA. Even politicians put the
boot in. The league could have
generated billions for the elite
teams involved, but fans dis-
missed it for betraying the
roots of the beautiful game and
gave it the red card.
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Covid catastrophe

India’s giant second wave is a disaster for it and the world

PRIL14TH Was a big day in India. Hindus and Sikhs gathered

to mark the new year. Many Muslims celebrated the first day
of Ramadan at late-night feasts with friends and family. In Ha-
ridwar, a temple town that this year hosts the Kumbh Mela, an
intermittent Hindu festival that is the world’s biggest religious
gathering, between 1m and 3m people shoved and jostled to take
aritual dip in the Ganges. And across the country, the number of
people testing positive for covid-19 for the first time surpassed
200,000 inasingle day. It has continued to surge since, reaching
315,000 just one week later—the highest daily figure in any
country at any point during the pandemic. Deaths, too, are be-
ginning to soar, and suspicions abound that the grisly official
toll is itself a massive underestimate. Makeshift pyres are being
constructed on pavements outside crematoriums to deal with
the influx of bodies (see Asia section).

This horrifying second wave is a catastrophe not only for In-
dia but for the world. Allowing the virus to circulate unchecked
increases the risk that dangerous new strains will emerge. One
worrying variant first detected in India, called the “double mu-
tant”, has already been found in several other countries, includ-
ing America and Britain. Even as scientists labour to understand
how big a threat it poses, more variants are appearing.

A more immediate consequence of India’s second wave for
the rest of the world is a disruption to vaccine
supplies. India had hoped to be the world's
pharmacy. But with case numbers exploding
the government has restricted exports of vac-
cines. In the first half of April India shipped just
1.2m doses abroad, compared with 64m in the
three prior months. The Serum Institute of In-
dia, a private company that manufactures the
AstraZeneca vaccine, has defaulted on commit-
ments to Britain, the European Union and COVAX, a scheme to
supply more shots worldwide. African countries that had been
counting on India to provide them with vaccines are looking on
in dismay (see Middle East & Africa section).

With its crowded cities and rickety health care, Indiaisnotan
easy place to curb an infectious disease. Yet some parts of the
country were remarkably successful for a time at slowing trans-
mission. Deaths from the first wave of the pandemic, which
peaked in September, were surprisingly low, for reasons that are
not clear. And Narendra Modi, the prime minister, was quick to
institute a nationwide lockdown a year ago, albeit one that failed
to plan for the millions of unemployed migrant workers who
were at first corralled, destitute, in cities and then allowed to re-
turn to their native villages, taking covid-19 with them.

In short, until earlier this year, India’s government, like so
many others, had a patchy but not disastrous record in fighting
the pandemic. But through complacency and distraction, Mr
Modi has allowed things to spiral out of control. In January he
boasted, “We not only solved our problems but also helped the
world fight the pandemic.” Yet in early March, as cases began
ticking up in the opposition-run state of Maharashtra, his gov-
ernment, far from helping, attacked the state government in the
hope of bringing it down.

Mr Modi’s unrelenting quest for partisan advantage has also
been on display in West Bengal, one of four states holding elec-
tions this month. He and his lieutenants, like their rivals, have
held countless huge rallies during a weeks-long campaign,
without masks or any form of social distancing. This risks prop-
agating the pandemic among the state’s 100m people, of course,
but it has also distracted the government from fighting the
spread of the disease. Amit Shah, Mr Modi’s right-hand man and
the home minister, was on the campaign trail for 12 of the first18
days of April.

Thatmay help explain why Mr Modi’s vaccine policy has been
such a shambles. By mid-February the government had ordered
barely enough doses to protect 3% of the population (not count-
ing those it is hoping to get from covaX). Keen to promote India’s
scientific prowess, regulators approved Covaxin, an indigenous
vaccine, before it had completed all the necessary trials, even as
they insisted that foreign shots must clear extra hurdles. Less
than 10% of the population has received a first dose of vaccine.
This is more than in many countries, butIndia isa huge vaccine-
producer and could have done better.

There are signs of improvement. On April 13th the govern-
mentannounced fast-track approval for imports of vaccines that
have been approved by various rich countries. It is also belatedly
throwing money at procurement. This week it
said it would release some $400m to help the
Serum Institute boost production. Mr Modi’s
Bharatiya Janata Party (BJP) called off its re-
maining big election rallies on April 18th. And
on April 19th the government updated its vac-
cine policy to allow anyone over the age of 18 to
geta shot, starting next month.

That is of limited use, however, given the
shortage of supply that prevails in most of the country. Several
states have already run out. India is vaccinating only 3m people a
day, or 0.2% of the population, barely exceeding some rough es-
timates of the real number of daily infections. And even if pro-
duction increases or more doses arrive from abroad, the current
wave is too severe to be stopped by inoculations alone.

The irony is that, having won election after election, Mr Modi
commands tremendous authority. He is India’s most powerful
prime minister in a generation. The BJP controls both houses of
parliament, and runs most state governments. If there was ever
a moment to make use of all this clout, this is it.

Mr Modi should adopt strict curbs on mass gatherings right
away—including the religious events he promotes as part of his
Hindu-nationalist ideology. He ought also to be trying to limit
travel around the country, without leaving migrant workers high
and dry, as in his first lockdown. The health minister, who
thinks diseases can be cured with the help of cow urine, must go.

Ways must quickly be found to ramp up vaccine production.
That does not mean seizing control of private firms or their out-
put, butrather helping them secure the supplies they need from
countries such as the United States (see Science & technology
section). Unless India’s second wave is brought under control,
the entire world will suffer. m
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Russia’s future

Putin’s next move

Russia’s president menaces his people and neighbours. The West should raise the cost of his malign behaviour

NE MAN commands a police state. The other is locked up and
O close to death. Nonetheless, Vladimir Putin fears his prison-
er. Alexei Navalny may be physically weak: after most of a month
on hunger strike, he was moved to a prison hospital on April
19th, perhaps for force-feeding. Yet he is still Russia’s most effec-
tive opposition leader. His jocular, matter-of-fact videos reso-
nate with voters. One, a guided tour of a gaudy palace that Mr Pu-
tin denies owning, has been viewed more than n6m times. Mr
Navalny has built a movement by mocking the Kremlin's lies,
and challenges Mr Putin’s party at elections. That is why he was
poisoned lastyear, and then jailed on bogus charges. Itis why his
organisation has been branded “extremist” and is being ruth-
lessly shut down. It may also explain why Mr Putin, eager to
change the subject and fire up patriotic Russian supporters, is
once again menacing the neighbours (see Briefing).

He has massed more than 100,000 troops on the border with
Ukraine, a country he has already partly dismembered by grab-
bing Crimea and backing pro-Russian secessionists in the Don-
bas, an eastern region. His propagandists warn of a looming (but
imaginary) genocide of Russian-speakers there. More than
200,000 of them have been issued with Russian passports, giv-
ing Mr Putin a pretext to intervene if they claim to be in danger.
Military analysts doubt that a full-scale invasion is afoot—the
troop movements are too blatant for a surprise
attack. But Mr Putin’s navy has threatened to
block the Kerch strait, cutting off parts of Uk-
raine from the Black Sea. His goal may be to in-
timidate its leaders and extract concessions,
such as formal autonomy for the Donbas. Or
perhaps he wants to provoke a Ukrainian reac-
tion, to furnish an excuse fora war that a Krem-
lin official said might be “the beginning of the
end of Ukraine”. His state-of-the-nation speech on April 21st of-
fered only the vaguest of clues.

In it, Mr Putin promised handouts for the masses and pain
for his enemies. He repeated a conspiracy theory about the West
trying to assassinate Alexander Lukashenko, the despot of next-
door Belarus. He vowed that those who threaten Russia’s securi-
ty “will regret their actions more than anything they've regretted
inalongtime”. As he spoke, his goons rounded up dissidents.

Mr Putin is weaker than he looks, but that makes him danger-
ous. His previous Ukrainian adventures came when the Russian
economy was in trouble and his polls needed a boost. Today, his
personal polls are sliding and barely a quarter of Russians sup-
port his party. Protests against Mr Navalny’s arrest in January
were the largestin a decade. And events in Belarus worry Mr Pu-
tin: Mr Lukashenko has been so weakened by protests that he
now depends on Russian support to stay in power. If something
similar were to happen to Mr Putin, he has no one to turn to. Fac-
ing protests at home, he may lash out abroad, in Ukraine, Bela-
rus or elsewhere.

All this poses a challenge for President Joe Biden and his al-
lies. When deciding how to deter Mr Putin, the West should be
realistic. No one wants war with a nuclear power, and sanctions
are often ineffective (see Finance section). They rarely work if

they are unilateral, or their aim is too ambitious. Even the strict-
est embargoes have failed to dislodge lesser tyrants in Cuba and
Venezuela. Russia has fashioned a siege economy, inward-look-
ing and stagnant but hard for outsiders to throttle (see Briefing).
Talk of an embargo on Russian oil and gas exports, meanwhile, is
naive. The world must one day find alternatives to fossil fuels,
butsuddenly shutting offa supplier as big as Saudi Arabia would
cause global economic tremors—so it won't happen.

The aim of sanctions should be modest: not regime change,
but to raise the costto Mr Putin of aggression abroad and oppres-
sion at home. Mr Biden has made a good start, imposing a raft of
financial sanctions for hacking and election-meddling, which
can be tightened if Mr Putin transgresses more (see United
States section). Harsher curbs on Western financial institutions
dealing with Kremlin-linked firms would add to the pain. Mr Bi-
denisalso trying to cajole allies to present a united front, as they
have so far failed to do. Germany should kill Nord Stream 2, a gas
pipeline intended to bypass and squeeze Ukraine. Britain should
crack down more on money-laundering. Individuals implicated
inabuses should have their assets frozen and be barred from en-
tering the West.

NATO should step up. It must strike a balance: reassuring Rus-
sia’s neighbours without feeding the Kremlin’s paranoia. Some
Russians imagine that NATO might invade to
help Ukraine recapture its lost turf. Mr Biden
should make clear that it won't. But NATO
should beefupits presence in the Black Sea, and
itsmembers should continue to supply Ukraine
with defensive weapons.

Russia is far less important than China, ei-
ther to the world economy or to climate talks.
But it still matters a great deal. It is the single
most prolific stoker of instability on Europe’s borders, and argu-
ably the mostenergetic troublemaker in rich democracies, fund-
ing extremist parties, spreading disinformation and discord.
How the West deals with it also sets a precedent. China’s leaders
are certainly watching. If Mr Biden lets Russia roll over Ukraine,
they may assume that Taiwan is fair game, too.

Unlike his predecessor, Mr Biden sees Mr Putin clearly. Rath-
er than embracing him, he has called him a killer. But he also
keeps communications open. He has suggested a summit. That
would be a mistake if it merely boosts Mr Putin’s prestige, but
not if it de-escalates military tensions and signals resolve. The
diplomatic spadework that precedes it will be crucial. Fortu-
nately, Mr Biden has hired plenty of Russia experts, and actually
listens to them.

In the end it will not be outsiders who decide Russia’s future.
The long, hard task of creating an alternative to Mr Putin’s mis-
rule can be performed only by Russians themselves. Meanwhile,
democracies should lend Russian democrats their moral sup-
port, just as they did in the Soviet era. Mr Biden should press
hard for Mr Navalny to be released, immediately and unharmed.
The world needs dissidents like him to hold the Kremlin to ac-
count. Without such checks, Russia will remain a thuggish
kleptocracy, and its neighbours will never be safe. m
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Germany'’s election

September showdown

The battle to succeed Angela Merkel just got interesting

OST-WAR GERMAN elections have tended to be polite contests

between middle-aged men and, more recently, a middle-
aged woman, trotting out worthy but similar centrist policies.
The process reached its snooziest last time around, in 2017,
when the two main parties went into the campaign having spent
the previous four years yoked together in a “grand coalition”.
That gave them even less scope to offer competing visions to un-
enthused voters. This year, happily, things will be different.

For a start, there is a genuine chance that the election, to be
held on September 26th, will produce Germany’s (and almost the
world’s) first Green head of government in the form of Annalena
Baerbock, a 40-year-old parliamentarian with no ministerial ex-
perience but plenty of energy, policy nous and a
past as an accomplished trampolinist. In a
smooth if opaque operation on April 1gth, the
Green Party anointed Ms Baerbock, rather than
her co-leader, the more experienced but more
academic Robert Habeck, as its candidate for
chancellor. The party saw that she offered it the
best chance in September.

The succession process has been messier for
its conservative rivals, the Christian Democratic Union (CDU)
and its sister party, Bavaria’s Christian Social Union (csu). On
April 20th, after a long struggle that has exposed divisions with-
in and between the two parties, they agreed that the cpu’s boss,
Armin Laschet, should be their standard-bearer, even though
voters prefer the cSU’s man by a massive margin. Ms Baerbock
could hardly have hoped for a better start. Her party has been
running a strong second place in the polls, behind the cpu/csu.

Voters now face a real choice. The Greens have come a long
way from their radical anti-growth Fundi (for “fundamentalist”)
roots, and have plenty of experience of government. They form
partof the ruling coalition in 11 of Germany’s 16 states. Even so, if

they won power at the federal level they would pursue a much
more ambitious climate policy. They want, for instance, to cut
greenhouse-gas emissions by 70% from the 1990 baseline by
2030, rather than the existing target of 55%. They would more
than double the level of carbon taxes, set tougher targets for re-
newables in power generation and accelerate the closure of Ger-
many’s coal-fired power plants.

In other areas too, the Green programme is a genuine alterna-
tive. The Greens will be more receptive to spending money, both
at the European level, in the shape of more EU-backed funding
for investment in weaker countries, and in Germany itself,
where the strictures against deficit financing have resulted in
surprisingly creaky infrastructure, especially of
the digital variety. The Greens are divided over
foreign policy, but may be tougher on Russia
and China and less inclined to put trade ahead
of human rights.

The cpu/csu, in contrast, will offer business
as usual. But that appeals to many Germans, es-
pecially those who fear the Greens are still anti-
business. The parties have won the most seats
at every federal election since 2005. The cautious, consensus-
building Mr Laschet has demonstrated that he is tenacious, even
if he lacks the charisma of his csu rival, Markus Soder.

One way or another, though, Germany'’s future looks green-
er—and Europe’s with it. Even if Ms Baerbock fails to become
chancellor, the numbers suggest it will be impossible to con-
struct the next ruling coalition without the Greens. A new grand
coalition has been all but ruled out by the Social Democrats, who
have seen their popularity plummet as a result of being involved
in the past two; the far-right Alternative for Germany remains a
political pariah; and the liberal Free Democrats are a marginal
force. Ms Baerbock will have a fistful of strong cards to play. m

Bubbly Wall Street

The SPAC spectacle

Snatching sanity from the jaws of financial absurdity

USPEND YOUR disbelief. That seems to be what modern finan-
S cial markets require of investors. GameStop, a tiny and hum-
ble retailer that was swept up in an online-trading mania earlier
this year, is still worth $ubn. Digital animations are being sold
through online tokens for millions of dollars. The stock of Doge-
coin, adigital currency that was until recently considered to be a
parody, is valued at almost $50bn. Crypto, meme-stocks, NFTS—
each new financial fashion seems to bring its own termi-
nology and the whiff of absurdity.

Many investors would add to that list special-purpose acqui-
sition companies (SPACs). They are an alternative way of taking
firms public that bypasses the cumbersome initial public offer-
ing (1p0) process. The pace of deals has been furious. Between

January and April some $100bn was raised through spacs, many
of which are now hunting for firms to buy. Some 84 companies
have announced they will float via SPAC mergers so far in 2021,
versus 123 using 1pos. The SPAC trend is a giant experiment with a
different way to take firms public. And itis also a test of the firms
involved, most of which have either been hidden away in private
markets for years, or are so nascent that they are more concepts
than companies.

So just how mad is the spac frenzy? At first glance, pretty
mad. This boom has occurred in spite of the dodgy track record
of some firms that have gone public in this way in the past. Reg-
ulators grumble that the process is easy to manipulate. The exec-
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utives who run spacs frequently take a whopping slice of equity »
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» for themselves, to the detriment of the outside investors who
usually stump up far more cash. Often they make fanciful prom-
ises. The Economist has totted up the management forecasts of a
panel of 50 recent or pending spac deals. Around half of the
firms are loss-making. In aggregate the 50 firms generate about
$1bn of annual gross operating profits today but have forecast to
investors that this will rise to a miraculous $15bn by 2023. There
are pockets of extreme delusion. Of the eight electric-vehicle
(ev) firms ushered into public markets by SPACs in 2020, five ex-
pect to progress from making no revenues to $iobn-worthin un-
der five years. Not even Google, one of the most successful firms
in history, pulled that off. It took it eight years.

Yet while the overall figures look wild, the good news is that
the spAC boom is becoming more discerning. The market capit-
alisation of Virgin Galactic, a space-technology company, has
fallen from $13bn to $5bn since February. Shares in Opendoor, a
real-estate firm, have halved. Investors who funded the Vecto1q
Acquisition corporation saw their money grow seven-fold after
it merged with Nikola, an electric-truck maker, in June 2020. But
shares in the firm have since dropped back below its debut pri-
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ce. Investors have cooled on SPAcCs that are still hunting for tar-
gets. Bill Ackman, a Wall Street tycoon, has a $4bn vehicle that
was trading at a 50% premium to its cash value in February, in
anticipation of it doing a deal that would be instant alchemy.
The premium has since fallen to just17%.

There are other signs of market discipline in action. Shortin-
terest is growing as sceptical investors bet against spacs and the
firms they have backed. After a spectacular start to the year just
$2.5bn has been raised through new spAcs since March 29th, as
fund managers grow less giddy and warier of writing blank che-
ques. This scepticism is a healthy sign of the market maturing.

Institutional investors should use their clout to improve the
process. That means making sure that the slice of shares that
SPAC creators are awarded is not excessive, insisting managers’
pay is tied to delivering on the forecasts they make, and applying
a discount to firms that give outside investors limited voting
rights. Not all companies that go public through spacs will suc-
ceed, but having an alternative way to float companies is wel-
come. Still, if anyone comes up with a spac for a firm selling
NFTs in Evs, run for the hills. m

Chad

The false promise of stability

The violent death of Idriss Déby has unsettled a region—and a Western policy of propping up strongmen

IF ONE WERE to draw a line across Africa at roughly its widest
point, it would cross a zone of almost uninterrupted instabil-
ity, from the clan feuds of Somalia to the jihadist rebellions of
the Sahel. At the mid-point of this line would be Chad, a powder-
keg surrounded by blazes. (Its neighbours include strife-torn
Libya, Sudan and the Central African Republic.) President Idriss
Déby, the soldier who ran it for the past 30 years, has prevented
Chad from exploding. But now he is dead. On April 20th the army
said he had died of wounds sustained in battle. He was personal-
ly leading his troops against rebels who were heading for the
capital, N'Djamena. His passing, and a subsequent military coup
by his son, have casta shadow over the region, and over France’s
policy of propping up African strongmen.

Instead of handing power to the leader of
parliament, as required by the constitution, the
army put in place a military council headed by
Mr Déby’s 37-year-old son, Mahamat Idriss Dé-
by (pictured). The African Union, which is sup-
posed to have a “no coup” policy, uttered barely
a murmur. France, Chad’s main Western ally,
turned a blind eye, too (see Middle East & Africa
section).

Chad hosts a large French army base and the headquarters of
Operation Barkhane, an effort to fight jihadists in the Sahel in-
volving 5,100 French troops. Its small army punches well above
its weight. During the cold war, Chadian troops driving Toyota
pickup trucks repelled the tanks of Muammar Qaddafi, a Soviet-
backed Libyan dictator. In 2015, after the jihadists of Boko Haram
had overrun north-eastern Nigeria, it was Chad’s turbaned war-
riors who ejected them from the main towns. This year, when
France was searching for allies in its fight against Islamic State
and other jihadist groups in the Sahel, it was Chad that answered
the call, sending 1,200 battle-hardened fighters into the border

area between Niger, Mali and Burkina Faso.

Chad’s previous dictator, Hissene Habré, was especially bru-
tal. He seized power in 1982, after a Western-backed rebellion,
and ruled for eight years. He is said to have ordered the deaths of
40,000 of his people. Many died in an underground prison
known as La Piscine, a converted underground swimming pool
where inmates were tortured, raped and beaten to death. How-
ever, Americaappreciated his help holding back the red menace.
Ronald Reagan welcomed Habré to the White House and praised
his “commitment to freedom”.

Mr Déby overthrew Habré. Under him, the secret police com-
mitted fewer atrocities, but did not stop entirely. Plenty of his
opponents were tortured or murdered, and
elections were skilfully rigged in his favour.
None of this seemed to affect the support he en-
joyed from France, which bombed rebels for
him in 2019. After his death the French govern-
ment said it had lost “a courageous friend”. Far
from condemning the illegal transfer of power
to the junior Déby, French officials expressed
their “strong attachment to Chad’s stability”.
Nigeria’s government agreed. “The immediate objective is the
stabilisation of Chad,” it said, adding that democracy was “an
ultimate goal”.

This is short-sighted. It is the constant deferral of democracy
that has brought Chad to its current sorry state. It is fighting re-
bels, who are now thought to be less than 300km from the capi-
tal. Analysts fear the army will splinter, leading to civil war.
Some liken Chad to Libya, which collapsed into carnage after the
death of Qaddafi. Instead of backing the next dictator, Chad’s
friends should be pushing for talks between the government, re-
bels and, crucially, the civilian opposition and for a quick resto-
ration of the constitution followed by clean elections. m
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The EU’s response to covid-19
You ask “What has gone
wrong?” (April 3rd) with the
European Union, pointing out
that our economic growth rate
has lagged behind America and
China. It is worth looking
beyond point-in-time compar-
isons. Despite a slow start,
vaccination campaigns are
Now gaining pace across
Europe. Some 360m doses are
expected to be delivered by the
summer. This is a vital step
towards normality and to-
wards Europe becoming a
globally significant supplier of
vaccines.

I fully accept that America's
budgetary response has been
substantive and will provide a
valuable boost to global
growth. However, it doesn’t
diminish the fact that the 27
countries of the EU have stood
together and deployed unpar-
alleled support, both at mem-
ber-state level and collectively.
The EU has chosen to focus its
economic response on protect-
ing income and employment
through job-retention
schemes. With the support of
the SURE instrument, up to
3om jobs across Europe were
protected in 2020. Next Gener-
ation EU, a €750bn ($900bn)
recovery fund, will funda-
mentally transform our econo-
mies with a focus on digital-
isation and climate change.

These measures would have
been unthinkablein a pre-
pandemic Europe. Govern-
ments will take further steps,
at national level, to accelerate
our efforts. We are at a difficult
moment in Europe, butdo not
underestimate our determina-
tion to turn this around.
PASCHAL DONOHOE
President of the Eurogroup of
finance ministers
Brussels

Dwelling on caves

“Yes, Basques are different”
(April1oth) reinforced the
unfortunate tendency of some
Basques to claim the history of
their neighbours. The oldest
and most spectacular cave
paintings in Europe are indeed
in caves at Altamira (shown in
your photograph) and else-

where in Cantabria, which
borders the Basque region but
is not part of it. The Cantabri-
ans, too, have a strong identity,
while proudly embracing their
Spanishness.

GRAHAM MCKEE

Dundee

American English

Few efforts to address the
befuddling inconsistencies of
English language orthography
(Johnson, April10th) have
begun as auspiciously as
America’s Simplified Spelling
Board. It was established in
1906 with the generous
financial support of Andrew
Carnegie, who believed that
making English easier tolearn
would turn itinto a global
language and thereby foster
world peace. The group’sdirec-
tors included such luminaries
as David Josiah Brewer, a
justice on the Supreme Court,
Nicholas Murray Butler, the
president of Columbia Univer-
sity, and Mark Twain. Even
President Theodore Roosevelt
threw his early support behind
the group’s efforts.

The organisation's initial
work included such changes as
dropping the “u” in words like
color and valor that have taken
hold in American English. But
many proposals never caught
on, including changing “ough”
to “0” to represent the long
vowel sound in the re-spelled
words altho, tho and thoro. Or
changing the -ed suffix to -t in
new spellings, such as drest,
kist, nipt and washt. In the face
of public ridicule on both sides
of the Atlantic, the effort ended
with a whimper. Carnegie
became frustrated with the
group's approach and funding
dried up after his death in1919.
The Simplified Spelling Board
simply fizzled out.

Despite its constant
challenges to neophytes and
native speakers alike,
Carnegie's dream of English
becoming a world language
has largely been fulfilled.
Though his vision of the lan-
guage being a stepping stone
to world peace seems ever
more unlikely.

ALAN SOHN
Teaneck, New Jersey

Accounting for methane
Misleading accounting rules
are also obscuring the impact
of methane emissions on
global warming (“The other
greenhouse gas”, April 3rd).
Treating methane as “CO,
equivalent” using the standard
100-year global warming
potential, as many countries
and the UN convention gener-
ally do, undervalues the effect
of a new methane source, such
as a fracking operation, by a
factor of four to five over the
20 years following its intro-
duction. Butitalso overvalues
the ongoing impactof a con-
stant methane source, such as
along-established rice-paddy
field or herd of cattle, by a
factor of three to four.

Errors like these make it
impossible to track progress
on along-term temperature
goal. Fortunately, warming-
equivalent measures are avail-
able that simply require gases
with lifetimes longer than 100
years, like CO, and nitrous
oxide, to be reported separate-
ly from methane and the rest.
Separate reporting of these
cumulative climate pollutants
in national and corporate
commitments and net zero
strategies would be an easy
win for cor26, and transform
the transparency of the forth-
coming global stocktake of
progress in achieving the goals
of the Paris agreement.

MYLES ALLEN
University of Oxford
ADRIAN MACEY
Victoria University of
Wellington

A laissez-faire approach

Free exchange noted that
developing countries lack a
strong incentive to collect data
(April 1oth). Indeed. They
might in fact have a strong
incentive to deliberately avoid
data. In “The Data Detective”,
Tim Harford tells of Sir John
Cowperthwaite’s approach to
this question when he was
financial secretary of Hong
Kong during the 1960s. SirJohn
refused to endorse the col-
lection of even the most basic
economic data during a period
of rapid growth. His rationale

was that civil servants who
collected it might be tempted
to use it, thus creating pres-
sure for government interven-
tion in the economy.

MARTIN BIRT

Uxbridge, Canada

Dead blossoms

The ethereal transience and
beauty of Japan’s cherry blos-
soms have long inspired poets
and writers (“As the seasons
defy norms/”, April 1oth). But
they were also used for
inspiration of another kind by
Takijiro Onishi, vice-admiral
of the imperial Japanese navy
during the second world war.
In October 1944 he penned a
haiku to inspire young Japa-
nese Zero fighter pilots as they
took off on their suicide-mis-
sions to crash dive into Amer-
ican ships:

In blossom today, then scattered
Life is like a delicate flower
How can one expect the
fragrance to last for ever?
SUNNY MAHAJAN

Jackson, Tennessee

Dancing peacocks

It takes a range of personalities
to ensure the smooth running
of an office (Bartleby, March
20th). During an office retreat,
we were asked to do the DOPE
Personality Test. This divided
us into doves, owls, peacocks
and eagles to help us under-
stand that people have differ-
entways of functioning. For
example, the way you would
engage with an introvert owl is
different from how you would
engage with an extrovert
peacock. We now appreciate
each other a little better.

The evening proved that the
test was reasonably accurate.
Some music was played and a
handful of people got up. Every
single one of the dancers was a
peacock that night.

SUROOR ALIKHAN
Geneva
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Briefing Putin’s Russia

Something is rotten

MOSCow

The Russian president is growing ever more repressive. That is largely because he

is losing support

HE TENS of thousands of young people

who marched through Moscow’s city
centre on April 21st were peaceful and
cheerful, even if they were calling their
president, Vladimir Putin, a killer. They
were smiling as they demanded freedom,
perhaps relieved not to be beaten or arrest-
ed by the riot police who watched. A timid
sense of spring filled the air.

They were there in support of Alexei
Navalny, Russia’s leading opposition poli-
tician, who is in prison and on hunger
strike. Stanislav, a university student who
did not give his last name for fear of being
expelled, had been terrified of joining the
protest. But the prospect of walking with
others like him, of feeling part of a “politi-
cal nation”, brought him to the streets. He,
like others, expected the worst.

They had every reason to. In recent days
Mr Navalny’s closest associates have been
arrested. The editors of a student magazine
that expressed support for him have been
detained. Police have been knocking on
the doors of those spotted at earlier rallies

to issue warnings. Students who have
shown support for the dissident have been
threatened with expulsion or fines.

Mr Navalny would surely have been
pleased that so many overcame their fear.
His career has been a crusade against apa-
thy and learned helplessness. But though
the marchers seemed almost resigned to
being arrested en masse, Mr Putin did not
play to their expectations. He did not wish
to spoil the impression of his own state-of-
the-nation speech earlier that day, in
which he handed out promises and perks.

Behind the facade of benevolence is on-
ly menace. Mr Putin is terrorising his op-
ponents and threatening his neighbours.
He has locked up Mr Navalny in one of Rus-
sia’s harshest penal colonies and denied
him medical care. Mr Navalny has written
on Instagram (through his lawyers) that his

- Also in this section
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hunger strike has turned him into “a skele-
ton, staggering around his cell”, enough to
scare children into eating their porridge.

Most of Mr Navalny'’s closest allies have
been detained or have fled abroad. His po-
litical organisation faces liquidation. On
April 21st, as Mr Putin addressed the na-
tion, his security goons were whisking
away those of his opponents who had not
yet left the country. One cameraman, who
worked on the investigations into graft
with which Mr Navalny shamed Mr Putin,
faces two years in prison for a tweet. Even
Vladimir Ryzhkov, a veteran Russian liber-
al politician who was not part of Mr Naval-
ny’s movement, was detained.

The stakes could not be higher, Mr Na-
valny’s people said. They called the protest
not just to save Mr Navalny’s life, but to
prevent Russia from sliding into terror. “If
we keep silent now, Russiawill descend in-
to complete darkness,” declared Mr Naval-
ny's team on YouTube.

Just a year ago this claim would have
seemed hyperbolic. But Mr Putin’s regime
has been growing ever more lawless, con-
centrating power in the hands of security
services whose main preoccupation is
eliminating any threat to the presidentand
his cronies. “We are seeing a rapid resur-
rection of neo-Stalinism and its ideology
of state terror, directed both against its
own citizens and the outside world,” said
Kirill Rogov, a Russian political analyst.

The transformation began last March, b
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» when Mr Putin scrapped term limits that
would have forced him to stand down as
president in 2024. That move hinted at the
president’s belief that the regime cannot
survive without him—and that he cannot
survive without it. The prospect of a peace-
ful transfer of power seems increasingly
improbable. He and his cronies have a sin-
gle goal: his survival. They fear losing their
wealth, freedom and possibly more, were
Mr Putin to lose his grip on power.

Mr Putin witnessed the danger of a pop-
ular revolt when protests erupted last Au-
gust in Belarus, after Alexander Lukashen-
ko, the country’s dictator, stole an election.
That uprising lacked a single political lead-
er: Mr Lukashenko jailed his opponents or
drove them out of the country. In Russia,
by contrast, the opposition had a focus. Mr
Navalny, who cheered the Belarus rebel-
lion as a harbinger for Russia, was gaining
support. The Kremlin was rattled. Just a
few days after the protests started in Bela-
rus, while Mr Navalny was campaigning in
Siberia, Russian security agents poisoned
him with Novichok, a nerve agent.

What a worthy man
Mr Navalny fully expected to be impris-
oned or worse when he returned to Mos-
cow, on January 17th, after his recovery in
Germany. A judge swiftly jailed him for
supposedly violating the terms of his pa-
role, itself the result of a trumped-up con-
viction in 2014. Far from solving Mr Putin’s
problems, imprisoning Mr Navalny has
boosted his moral authority, radicalised
the political situation in Russia, further
undermined the president’s legitimacy
and left Mr Putin with few good options.
Though Mr Navalny has never been al-
lowed to register a political party or partici-
pate in presidential elections, he is now
the only credible opposition in Russia. He
has built a formidable political machine
with some 37 regional headquarters across
the country. Financed largely through
crowdfunding, it has 250 permanent staff
and thousands of volunteers. Mr Navalny
also set up an anti-corruption foundation
that is behind his explosive investigations,
including of a billion-dollar secret palace
alleged to have been built for Mr Putin.
The Kremlin used to harass Mr Naval-
ny’s supporters. Now it is steamrollering
his movement. State prosecutors are de-
manding that Mr Navalny’s anti-corrup-
tion foundation and his network of region-
al headquarters be outlawed as “extremist
organisations”, equating them with Islam-
ic State and al-Qaeda. On April 26th, be-
hind closed doors, Moscow’s court will
consider the prosecutors’ lawsuit. They say
Mr Navalny's organisation works in the in-
terests of foreign states and is plotting a
“colour revolution” in Russia—a fear that
has haunted the Kremlin since the upris-
ings in Georgia and Ukraine in the 2000s.

The court’s verdict is in little doubt, which
means anyone working or volunteering for
Mr Navalny could face criminal charges.

The Kremlin rationalises its domestic
repression by portraying Mr Navalny as
part of a Western plot to discredit Mr Putin.
“Russia is under frontal attack from the
West. The United States is our enemy and
does everything in its power to undermine
Russia’s position on the international
stage,” Sergei Riabkov, Russia’s deputy for-
eign minister, declared recently.

The real reason for Mr Putin’s repres-
sion is that he and his party are losing sup-
port. With parliamentary elections due in
September, approval ratings for his United
Russia party have sunk to 27%. Trust in the
president is slipping too. And the popular-
ity of other opposition parties, however
slight, is rising along with an appetite for
economic protest. Mr Putin risks having to
rig the results so outlandishly that his po-
sition could be even more discredited.

What makes that risk so acute is Mr Na-
valny’s strategy of “smart voting”. Unable
to register his own party, Mr Navalny has
called on his supporters to vote for whoev-
er is best placed to defeat the Kremlin's
candidate, no matter which party they rep-
resent, nor how uninspiring or unpalat-
able they might be. The Kremlin has threat-
ened to brand anyone supported by Mr Na-
valny’s smartvoting a “foreign agent”.

The persecution of Mr Navalny is occur-
ring during Europe’s worst military crisis
since Russia invaded Ukraine, annexing
Crimeg, in 2014. A build-up of over 100,000
Russian troops around eastern Ukraine
and in Crimea, under way since March, is
expected to reach 120,000 by the end of
April, according to Ukraine’s government.

A major Russian camp has been estab-
lished at Voronezh, 200km (125 miles) from
the Ukrainian border (see map), but the
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“central focus” now appears to be farther
south in Crimea, says Dara Massicot of the
RAND Corporation, a think-tank. Some 50
aircraft have been sent to the peninsula,
and the Black Sea Fleet, which has its head-
quarters in Sevastopol, has been rein-
forced with four large landing craft from
the Mediterranean. It held large-scale am-
phibious exercises “against a notional
enemy” on April 20th.

Russia’s aim in amassing so much fire-
power is probably to squeeze Volodymyr
Zelensky, Ukraine’s president. Mr Zelensky
has clamped down on pro-Russian media
outlets and oligarchs in recent months, to
the Kremlin’s frustration. He has also re-
sisted granting autonomy to Russian-
backed separatists in the Donbas region of
eastern Ukraine. In recent weeks, sniper
fire against Ukrainian forces has risen
markedly while drones operated by the Or-
ganisation for Security and Co-operation
in Europe, which monitors the shaky
ceasefire, have been jammed.

Mr Putin cannot risk a war that would
produce heavy Russian casualties. But he
desperately needs some form of victory to
boost his standing. On April 14th William
Burns, the director of the c1a and a former
ambassador to Moscow, warned that the
Russian mobilisation would suffice for “a
limited military incursion”. One pos-
sibility, suggests Marek Menkiszak of the
osw think-tank in Warsaw, is “more fire-
power, more casualties and local offen-
sives by separatists” in Donbas.

In his state-of-the-union speech, after
rattling through a long list of giveaways to
please domestic voters, Mr Putin turned to
foreign policy. “The purpose of Russia’s
policy is to ensure peace and security of
our citizens,” he said. He blamed the West
for all tensions. Gennady Zyuganov, the
leader of the parliamentary Communist p

-
ICELAND
Perm
.
FINLAND RUSSIA
NORWAY SWEDEN
ESTONIA = Moscow
LATVIA
Balti
gca/c LTH. Minsk Voronezh.
(]
NETH.
BELARUS
BRITAIN Berlin,  Wamaw, =
POLAND Kyiv® & «—Controlled by ‘
G UKRAINE Qg Russian-backed CUSSZ:H
I CZECH REP. separatists
BELG. Odessa
CRIMEA
HUNGARY . GEORGIA
FRANCE ROMANIA  Sevastopol  pjyck Seq
ITALY IRAN
E BULGARIA
NATO members TURKEY



The Economist April 24th 2021

» Party, has called on the Kremlin formally to
recognise the separatists in Donbas, whom
Russia has been arming and supporting
since the start of the war in 2014.

If Mr Zelensky were to respond force-
fully to such provocations, he would risk
providing a pretext for a larger attack. Rus-
sia has issued over 200,000 passports to
Russian-speakers in Donbas since 2019. On
April 8th a Kremlin official warned that
threats to those newly minted nationals
could invite a war that “would be the be-
ginning of the end of Ukraine”.

Ukraine is not the only potential trou-
ble-spot on the former Soviet map. Belarus
is another. In his state-of-the-union ad-
dress, Mr Putin reiterated a conspiracy the-
ory that America had plotted a coup and
the assassination of Mr Lukashenko.

This story originated in Russia on April
17th, when Russia’s security services
claimed to have foiled an American plan to
kill Mr Lukashenko. Russian media ampli-
fied the message. In an “exclusive report”
on state television, Dmitry Kiselev, a Tvan-
chor who is Mr Putin’s propagandist-in-
chief, said it was clear that Western intelli-
gence planned to murder Mr Lukashenko,
organise a military intervention and occu-
py symbolic places in Minsk, the capital.

Mr Putin chose to mention this bogus
story on a telephone call to President Joe
Biden two days later. Many experts worry
that Mr Putin might treat the conspiracy
theory as a pretext for tying Belarus into a
tighter political and military union with
Russia. Mr Lukashenko, who had earlier
hinted at a major development by saying
that he was making the mostimportant de-
cision of his three decades in power, is
expected in Moscow on April 22nd.

This sabre-rattling forms part of a wider
political crisis between Russia and the
West. On April 17th the Czech Republic
publicly blamed the GRU, Russia’s mili-
tary-intelligence agency, for explosions at
ammunition depots in 2014. A few days
earlier, America imposed sanctions on
Russia for a long list of transgressions, in-
cluding the huge SolarWinds cyber-espio-
nage campaign. In the space of less than a
month, America, Bulgaria, the Czech Re-
public and Poland kicked out Russian dip-
lomats suspected of being spies, prompt-
ing retaliatory expulsions by Russia.

Western officials are mulling how to re-
spond to the Russian build-up and any
subsequent attack. American officials are
considering whether to send more arms to
Ukraine, on top of anti-tank missiles and
counter-artillery radars sent in previous
years. Allies are also discussing fresh sanc-
tions. But as Mr Putin said in his speech, if
the West were to challenge Russia and its
(unspecified) red lines, it will be subjected
to a Russian response that will be “swift,
asymmetricand tough”. In Russia’s climate
the smell of spring could be deceptive. m
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The Russian economy

Under siege

PERM

The Kremlin has isolated Russia’s economy, protecting it from shocks but

choking growth

N A RECENT weekday in Perm, an in-

dustrial city of im people on the edge of
western Siberia, patrons packed Toropo-
modoro, a popular pizza restaurant. “We
were back to pre-pandemic levels of cus-
tomers by June, and they’ve remained at
that level since,” says Maxim Minin, the
owner. Russia’s economy shrank by just3%
lastyear, leaving itin better shape than ma-
ny. That is in part because the government
did notreimpose a national lockdown after
a second wave of covid-19 in the autumn.
(Russia’s excess-mortality rate—313 per
100,000 people, far beyond that of Ameri-
ca—suggests the human toll was enor-
mous.) But it is also because the Russian
economy has long experience of isolation.

Since 2014, when Russia annexed Cri-
mea and invaded eastern Ukraine, the
Kremlin has commanded the economy like
a fortress under siege, building up re-
serves, decoupling from the world econ-
omy, and preparing for the potential im-
pact of Western sanctions or fluctuations
in oil prices. This fortress is effective at
protecting against outside shocks. But in-
side its walls it breeds stagnation and mal-
aise, which fuel Alexei Navalny’s opposi-
tion movement and the protests against
Vladimir Putin, Russia’s president. “It's
about stability, not development—or more
specifically about control,” says Natalia
Zubarevich, an economist and geographer.

“They won't let the economy die, but in
this system development isn’t possible.”

The foundations of the fortress are high
reserves and low debt. For Mr Putin, the
Russian government’s defaultin1998 was a
formative trauma. When he became presi-
dent a little over a year later, he set out to
build up the country’s reserves. When the
global financial crisis sent oil prices plum-
meting in mid-2008, Russia had $570bn on
hand, equivalent to almost a third of GDP.
This proved handy. The government
burned $220bn refinancing banks and de-
fending the rouble. But after the crisis it
kept spending on the armed forces, public-
sector salaries and pensions. Firms went
on a borrowing spree of their own. When
the West slapped Russia with sanctions
and the oil price crashed in 2014, the econ-
omy spiralled out of control.

Russia has since rebuilt and restruc-
tured its reserves. At the end of 2020, it had
$183bn in its rainy-day National Welfare
Fund (NWF), the most since 2009. Russia’s
overall international reserves stood at
$596bn, equivalent to nearly two years of
imports. To hedge against sanctions, the
central bank has also shifted its holdings
away from American banks and out of
American dollars: the share of its interna-
tional reserves held on American territory
fell from 30% in 2013 to just 7% now. It has

more of its overall reserves in gold (24%) k
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» than in dollars (22%) (see chart1).

Both the corporate sector and the state
have paid down their debt. Squeezed by
sanctions, Russian firms shed liabilities:
since 2014, non-financial firms have re-
duced the amount of debt owed to foreign
creditors by 25%. Banks cut theirs by 65%.
The government ran budget surpluses in
2018 and 2019. Even after some deficit
spending during the pandemic, its debt is
equivalent to around 20% of GDP; only
one-fifth is held by foreigners. Fresh Amer-
ican sanctions barring financial institu-
tions from buying new Russian bonds (see
Finance section) were calibrated to limit
their impact; but even a wider ban on the
secondary market may merely lead to more
debt being held domestically. Russian
banks buy most of the new bonds: during
the most recent bond issuance earlier this
month, state-owned vTB Bank scooped up
some 70% of the offerings.

Russia has also cut its dependence on
dollar invoicing. The share of its exports
handled in dollars has fallen from 80% in
2013 to less than 60% last year (see chart 2).
Less than half of Russia’s trade with China
is settled in dollars. In trade with the EU,
the euro has almost overtaken the dollar.

The Kremlin would like to see cyber-de-
coupling, too. A law passed in 2019 is in-
tended to give the government the ability
to cutthe Russian internet off from the rest
of the world. It follows earlier data-locali-
sation laws designed to force foreign com-
panies to store Russian users’ data in Rus-
sia. Home-grown Russian technology
firms already compete with Western giants
in many sectors. Yandex runs head-to-
head with Google in the Russian search
market; it beat Uber to dominate ride-hail-
ing. Two Russian companies, Wildberries
and Ozon, sitatop the nascent e-commerce
market, where Amazon does not operate.

Yet Russia has neither the breadth of
home-grown technologies nor the techni-
cal capabilities at the state level to erect a
Chinese-style firewall. Although the Krem-
lin frets about the reach of foreign social
networks, such as YouTube, where Mr Na-
valny broadcasts, their wide audiences and
a lack of local alternatives make banning
them unpalatable. An attempt to block the
messaging app Telegram in 2018 ended
with Pavel Durov, the firm’s Russian exile
founder, outfoxing the Russian regulators
and racking up millions of new users.

An attempt this year to slow down Twit-
ter using new filtering tools was swiftly
followed by the Kremlin’s own site crash-
ing. Despite directives to ditch outside IT,
in 2019 the government’s audit chamber
found that 96% of state institutions still
use unapproved foreign software. Eschew-
ing Western technology has often meant
using more Chinese stuff, a prospect less
abhorrent for the Kremlin than relying on
America, but still uncomfortable.
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Russia’s economy remains highly de-
pendent on hydrocarbons. Despite years of
promises, no meaningful diversification
has taken place. Hydrocarbons still ac-
count for more than 60% of exports, and
some 40% of government revenues.
Though China has been buying more Rus-
sian oil and gas in recent years, the EU re-
mains Russia’s biggest customer and Rus-
sia the EU’s biggest supplier, accounting
for 30% of the bloc’s crude-oil imports and
40% of its natural gas. That would make
any embargo on Russian energy exports
too disruptive for the West to stomach.

No future in the fortress

As resilient as Russia’s fiscal fortress may
be, preserving it means tight limits on
spending. Russia’s covid-19-related stimu-
lus measures amounted to just 4% of GDP,
according to the World Bank. The pandem-
ic, in Mr Putin’s eyes, is not the proverbial
rainy day the NwWF was intended for: the
fund actually grew in 2020. The limited
stimulus was instead financed by borrow-
ing. Most of the stimulus came through tax
breaks and loan guarantees, rather than di-
rect support to small- and medium-sized
firms or households. As Tatiana Maksim-
enko, director of a children’s centre in
Perm, says, “For the government, I don’t
have much value. My business is small and
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my taxes into the budget aren’t huge.”

Real incomes fell by 3.5% in 2020, leav-
ing the average Russian’s income 10% low-
er than in 2013. One survey showed that
after a six-week lockdown at the start of the
pandemic, nearly half of households had
no savings or only enough to cover a
month of expenses. Food prices have risen
by 7.7% since February 2020. The cost of
basic products such as sunflower oil and
sugar has grown by 27% and 48% respec-
tively. Some of the hottest businesses in
Russia these days are discount retailers,
such as Svetofor, a Siberian chain that for-
goes shelves and displays its cut-price pro-
ducts in cardboard boxes on the floor.

The future looks no brighter. Russia
will struggle as the world moves away from
fossil fuels. Little has been done to prepare
foragreener future. Renewable energy cur-
rently accounts for less than 1% of Russia’s
power generation. Investments in clean
energy between 2014 and 2019 amounted to
just $5bn, one-sixth of Brazil's over the
same period and one-tenth of India’s, ac-
cording to BloombergNEF, a data provider.
Some economists are alarmed. “The rents
that we enjoyed for the last 20 years will
never come back,” a former finance minis-
ter, Alexei Kudrin, wrote last year. “That’s a
huge challenge for all of economic policy.”

The petrodollars stopped generating
growth long ago. In 2000-08, amid an oil
boom, Russia grew by 6.6% a year; in 2012-
19, GDP growth averaged just 1%. That pace
leaves Russia trailing not only other coun-
tries at a similar level of development, but
even rich countries, which tend to grow
more slowly. Itamounts tojust half therate
the Soviet Union saw from 1977 to 1985, the
latter part of the era known as “Stagnation”.

In the late 1980s, Mikhail Gorbachev
tried to resuscitate a moribund economy,
launching reforms that helped lead to the
Soviet regime’s collapse. Mr Putin is deter-
mined not to repeat that. Boosting growth
would require embarking on reforms that
would challenge his grip on Russia’s poli-
tics. Yet without structural changes, the
IMF reckons that Russia’s growth in the
coming years will remain below 2%.

If the Kremlin hoped that stagnation
would mean social stability, growing dis-
content is proving otherwise. According to
the Levada Centre, an independent polling
group, the number of people who expect
economic protests in Russia has risen
from 26% a year ago to 43%. For Artyom, a
30-year-old stock trader who protested in
Perm in the wake of Mr Navalny’s arrest in
January, demonstrating was not just about
the “lawlessness” of the Kremlin's treat-
ment of a critic. His frustration had been
building for other reasons: “the inability to
provide future prospects and improve peo-
ple’s quality of life”. A slice of pizza at Toro-
pomodoro is a poor substitute for a vision
of the future in Russia. W



India’s surging outbreak

First as tragedy

DELHI

A second wave was inevitable. The government’s failures were not

MERE THREE months ago India was

starting to feel good about itself. The
wave of covid-19 that crested in the autumn
seemed to be ebbing away. True, the virus
had stolen lives and battered livelihoods,
but now schools were reopening, friends
were getting together and a looming sea-
son of state elections promised a return to
normal politics. Best of all for many in a
cricket-mad country, India’s team had just
roared back from a rocky start to snatch
victory over a fierce rival, Australia.

Addressing university students in late
January, Narendra Modi, the prime minis-
ter, drew parallels between cricketing glory
and his government’s war on covid, noting
that both situations presented challenges
that required a positive mindset. “With
made-in-India solutions, we controlled
the spread of the virus and improved our
health infrastructure,” he boasted. “Our
vaccine research and production capacity
have given a shield not just to India but to
many other countries in the world.” In Feb-
ruary Mr Modi's Bharatiya Janata Party
(BJP) passed a resolution hailing him as a
visionary who had “defeated” covid-19.

A monthisalongtime, in pandemics as
in politics. Until March, India was record-
ing barely 13,000 new covid-19 cases a day,
fewer than Germany or France and a drop
in the ocean for a nation of 1.4bn. The case-
load then began to tick gently upwards, un-
til suddenly, late in March, it was rocket-
ing. On April 21st India clocked 315,000
new positive covid-ig tests, above even the
biggest daily rise recorded in America, the
only other country to record such highs. In
contrast to America, however, the pan-
demic’s trajectory in India is near-vertical
(see chart 1 on next page). Its vaccination
effort, albeit impressive in scale and orga-
nisation, is simply too late to change the
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course of the virus any time soon. “They
said flatten the curve and we did,” laments
a wry recent tweet. “We just put it on the
wrong axis.”

Moredisturbing still, India’s soaring of-
ficial covid-19 count represents the tip of
an iceberg. Because of low testing rates
outside big cities, say epidemiologists, the
actual caseload could be anything from ten
to 30 times higher. A national serological
survey conducted in December found 21%
of Indians were carrying covid-19 antibod-
ies, compared with an official tally which
suggested that only about 1% of India’s
people had been infected by that time.
More recently, local journalists who have
cross-checked hospital and funeral re-
cords against government numbers have
found similar, gaping discrepancies across
the country. One report revealed that in the
second week of April, when authorities in
Vadodara, a city in the state of Gujarat, an-
nounced seven covid-19 deaths, the count
in two hospitals alone was more than 300.
This suggests that India could be facing not
2,000 deaths a day, as the current official
count shows, but something much higher.

The surging caseload has scattered ma-
ny dominoes, including trust in Mr Modi’s
government. However much attention the
health infrastructure received during 16
months of pandemic, it was not enough to
make up for decades of underinvestment.
In big cities in recent weeks, let alone pro-
vincial towns, hospitals have fallen fatally
short of staff, beds, blood, drugs, oxygen
and even oxygen canisters. The vaunted p
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» “Made in India” vaccination campaign has
flopped disastrously. It turns out that the
government counted wrongly, placed or-
ders late, underfunded local suppliers and
needlessly rejected foreign vaccines,
meaning that by mid-April just 1.3% of In-
dians had received a full double dose, and
instead of supplying the world with vac-
cines, India has banned exports.

Worse still was the government’s seem-
ing indifference to the mounting tragedy.
Even as the scale of India’s second wave
grew obvious, Mr Modi and his top minis-
ters not only failed to block, but actually
encouraged vast gatherings of unmasked
people, both at their own giant election ral-
lies and at the Kumbh Mela, a month-long
Hindu festival that brings millions of pil-
grimsto a single small town on the Ganges.

The focus of most Indians just now,
however, is less on the failings of Mr Mo-
di’'s government than on their own an-
guish. “Last year, possibly you knew some-
one who knew someone who got covid,”
saysan IT executive in Mumbai. “This time
it is everyone within spitting distance that
either has it, or just got over it, or has a
close relative who has died from it.”

Survey evidence from India’s commer-
cial capital supports the comment. Where-
as the first wave hit hardest in Mumbai's
slums, this time the virus is also ripping
through high-rise housing estates, shop-
ping centres and corporate offices. Geo-
graphically, the virus is spreading more
widely, too. Poor rural regions such as east-
ern Uttar Pradesh and Bihar, which es-
caped lightly last year, have now been hit
hard. Their high population density and
pitiful lack of health care make it hard to
quantify the impact. Yet even by the offi-
cial count the number of active cases in Bi-
har tripled in just one week, from 20,000
on April 13th to nearly 60,000 on the 19th.

If the presence of the illness is perva-
sive, so, largely thanks to social media, is
the terrifying reality of mass death. Dis-
turbing scenes have grown familiar:ambu-
lances in mile-long queues to deliver covid
patients, engines running to keep oxygen
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pumps working; body bags heaped in mor-
tuaries; dozens of funeral pyres blazing at
once; amiddle-aged manlyingin front of a
health officer’s car, pleading for a spot for
his dying father in a hospital; a 65-year-old
journalist tweeting his own dying hours as
he waits in vain for oxygen. On April 21st
television viewers witnessed a multiple
tragedy, as an oxygen leak at a hospital in
Nashik, a city 140km north of Mumbai,
shut down ventilators for an hour. Twenty-
four covid patients died.

Predictably, the tragedy has sparked
panic buying. The black-market cost of
Remdesivir, a drug reputed to help with se-
rious covid-19 cases, has reportedly soared
from around $12 per shot to as much as
$600. The rush to secure personal oxygen
tanks has left hospitals struggling to stay
supplied. Surging demand for PCR tests has
created backlogs, with labs that issued re-
sults within hours now taking days.

Mr Modi’s slowness to respond to this
avalanche of grief has perplexed even sup-
porters. His party appears to have been so
blinkered by its desire to win control of
West Bengal that it was only after all its ri-
vals began cancelling events due to co-
vid-19 that the BJP toned down its own
campaign in the state’s eight-phase elec-
tion (see next story). And Mr Modi perso-
nally promoted the Kumbh Mela pilgrim-
age. Only after the head of the second-larg-
est of India’s 13 main akhadas, or circles of
Hindu religious devotees, died of covid-19
following his ritual dip in the Ganges did
Mr Modi suggest that perhaps a symbolic
pilgrimage might be more appropriate this
year. There is no doubt that the Kumbh Me-
la was already a giant super-spreader. Au-
thorities in Gujarat, Mr Modi’s home state,
tested passengers on a single train return-
ing from the pilgrimage. Thirty-four came
back positive. In Uttarakhand itself, the of-
ficial number of active cases has risen sev-
en-fold since the start of April.

Belatedly, Mr Modi has moved in other
ways to slow the epidemic. Faced with a
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shortage of vaccines (see chart 2), his gov-
ernment has now come up with lots of
money for Indian producers and liberal-
ised the market, allowing both states and
private entities to buy and distribute
stocks. Swallowing national pride, it has
also agreed to fast-track approvals for half
a dozen foreign vaccines. Government di-
rectives have tried to steer as much oxygen
as possible to medical use, diverting some
from equipment used by the fighter jets of
the air force. Correcting course following
his premature and overzealous imposition
of a national lockdown last year, which
crippled India’s economy, Mr Modi now
largely lets individual states set their own
covid-19 rules.

This is all well and good, but does not
explain why, given more than a year of
warning, Mr Modi’s government failed to
make adequate preparation for a second
wave. After the world’s biggest vaccine
maker, the privately owned Serum Insti-
tute of India (s11), took a risk and signed a
deal in June to manufacture the AstraZene-
ca vaccine at its plants in Pune, numerous
foreign governments came knocking for
hundreds of millions of doses.

India’s government, by contrast, signed
its very first contract with s11 only in Janu-
ary this year, for a puny um doses. More
galling still, Mr Modi’s government funded
another Indian producer, Bharat Biotech,
though its product had not completed all
trials at the time, and it had less experience
scaling up production. Obsessed with
atmanirbharta, Mr Modi’s newish slogan of
national self-reliance, India’s government
meanwhile rejected applications by Pfizer-
BioNtech, among others, to license local
versions of their vaccines, stipulating that
they would first need to conduct local
trials. All this dither and miserliness mean
India can now only drip-feed its people
with some 3m doses a day. At this rate they
will not all get shots before the end of 2022.

India’s government has also been slow
to fund another crucial part of the anti-vi-
rus struggle, gene-sequencing. As varied
and adaptive strains of the virus have
emerged around the world, it has become
even more vital to understand how they
are spreading. Yet only since January has
India’s government started to divert
enough resources to help institutions with
the capacity to do the needed research.

There is no telling how much worse In-
dia’s current covid-19 wave will get, or how
long it will last. Medical historians note
that in the last great global pandemic of
this scale, the Spanish flu a century ago, In-
dia suffered a mild first and then a mass-
murderous second wave. About a third of
the estimated som people who died world-
wide in that epidemic were Indian. Alas,
notes Chinmay Tumbe, the author of a
book on the subject, India produced time-
lier statistics then than it does now. W
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Politics in India

The road show
must go on

SINGUR
Why Narendra Modi’s party is pulling
out all the stops to win in West Bengal

FRESH FROM a rural helipad, Amit Shah
climbed to the top of a motorised chari-
otunder the blazing sun. As home minister
and right-hand man to Narendra Modi, In-
dia’s prime minister, Mr Shah is regarded
with awe and fear by both allies and oppo-
nents in the national capital. But in the
sleepy Bengali town of Singur, ordinary
voters are less sure what to make of him.
From his convoy, he tossed out rose petals.
Uniformed drummers danced. A phalanx
of young men raised the party’s Hindu-ori-
ented war cry. The townsfolk were mostly
nonplussed. Ninety minutes later Mr Shah
was back at the helipad on his way to an-
other constituency. Three days later, on
Aprilioth, Singurvoted in the election that
will choose a government for West Bengal.
On May 2nd the ballots will be counted and
the fate of the state revealed.

By the day of the road show, India’s offi-
cial count of daily new infections of co-
vid-19 had already surpassed its first peak
last year. Since then, three of the candi-
dates standing for the state’s 294 seats have
died of covid-19. Midway through the
eight-phase election, though, nothing
could slow Mr Modi and Mr Shah’s Bharati-
ya Janata Party (BJP), which is determined
to crush the incumbent state government
led by the Trinamool Congress (TMC). The
BJP has already swept past the once-in-
domitable Communists of West Bengal to
become the state’s main opposition. It also
effectively controls both houses of the na-
tional parliament, most of India’s nomi-
nally independent institutions and, with
allies, 17 of its 28 states. Why then the all-
out war—public health be damned—to win
one more?

The T™MC’s leader, Mamata Banerjee, is
part of the explanation. In recent years she
has emerged as the fiercest critic of the Bjp
who wields actual power. Derek O’Brien, a
TMC leader, judges that if Mr Modi were to
winin West Bengal it would demoralise the
rest of the opposition for decades to come.
Ms Banerjee’s style is to fight back with
sharpwords and stagecraft, playingthe un-
derdog as she wheels around with her leg
in a cast, an injury sustained while cam-
paigning. She faces voter discontent over
the petty corruption institutionalised by
her party’s cadres. Yet she is not shy of us-
ing every advantage that comes with her
office. In that respect she resembles Mr
Modi, who capitalises on his firm control
of the national government. National en-

forcement agencies, for instance, have a
tendency to hound Ms Banerjee’s allies un-
til they join the Bjp. The Election Commis-
sion is also regarded as having taken Mr
Modi’s side in the contest, for instance by
showing lenience to its candidates who
make anti-Muslim remarks.

Silencing Ms Banerjee is not the BJP’s
only goal. The party’s Hindu-first, Muslim-
last conception of nationalism has taken
root in western India and the populous
north. But it has struggled to find a foot-
hold in the east (where West Bengal is lo-
cated, confusingly) and in the south. Iden-
titarian politics has not made much head-
way in Bengal. But if Bengali Hindus can be
persuaded to think of themselves as Hin-
dus first, the BJp should be able to lock in
an enduring majority. About 30% of the
state’s population is estimated to be Mus-
lim, which makes Mr Modi’s sectarian pol-
itics look like a winning strategy.

The BjP argues that it would usher in
“double-engine” growth, by co-ordinating
central and state programmes and elimi-
nating graft. Many ordinary Bengalis are
interested in seeing whether their lot
would indeed improve if, for once, they
had a chief minister who got along with the
prime minister. Lastly, the Bjp must keep
an eye on its position in the Rajya Sabha,
the upper house of the national parlia-
ment, whose members are appointed by
state legislatures. If, as seems inevitable,
the BJjP loses seats in northern states over a
farmers’ agitation simmering around Del-
hi, it will need to compensate for those
losses with gains from a big state some-
where else. West Bengal, with 100m peo-
ple, fits the bill.

If the BJP prevails, its march across the
country is nearly complete. Asked what
summits remain to be scaled after Bengal,
Mr Shah replied that “there are many states
left”. He named the next five on his list. The
BJP is nothing if not tenacious. W

Putting his mettle to the petals

Asia

Pakistan’s religious extremists

A government held
to ransom

RAWALPINDI
Imran Khan is struggling with a
dilemma of his own making

WITHIN AN HOUR of hearing about the
arrest of the leader of Tehreek-e-Lab-
baik Pakistan (TLP), a group that agitates
against perceived insults to Islam, Rajab
Ali had left his ironmonger’s shop in Ra-
walpindi’'s China Market and joined thou-
sands of protesters to denounce Imran
Khan’s government. Mr Ali may have voted
for the prime minister three years ago, but
the TLP’s mission to defend the honour of
the Prophet Muhammad trumped party
loyalty. The TLP was calling for the French
ambassador to be expelled for the repeated
publication in his country of cartoons of
the Prophet; Mr Khan was wrong to try to
silence its righteous demands. “We came
out onto the streets because we are Mus-
lims,” explains Mr Ali.

Sincethe arrest of the TLP’s leader, Hafiz
Saad Rizvi, on April 12th, at least four po-
licemen and an unknown number of prot-
esters have been Kkilled in riots, with hun-
dreds more hurt. Main roads have been
closed and shops shut. The French govern-
ment has urged its citizens to leave the
country. Mr Khan at first vowed not to be
blackmailed by violence, but has since giv-
enin to several of the TLP’s demands.

The former cricketer’s showdown with
amovement notorious for holding the gov-
ernment to ransom has been brewing for
months. The TLP has in just a few years be-
come one of Pakistan’s most powerful lob-
bies. It was created to stop reform of the
country’s strict blasphemy laws after the
trial of Asia Bibi, a Christian farmworker
whose wrongful conviction caused an in-
ternational outcry. The TLP has since used
its defence of blasphemy laws as a rallying
cry. It led huge demonstrations on behalf
of abodyguard who shot dead the governor
of Punjab province, after he called for their
reform. Some reckon its agitations are
helping to radicalise Pakistan’s Muslims.

Support for the TLP swelled last year
when Emmanuel Macron, France’s presi-
dent, defended the publication of cartoons
that crudely caricatured the Prophet Mu-
hammad. Mr Khan’s condemnation of Mr
Macron failed to appease the extremists,
who started nationwide protests demand-
ing a suspension of diplomatic ties and a
ban on French goods. As protesters laid
siege to the capital, Islamabad, the govern-
ment seemed to cave in, with a promise to
seek parliament’s approval to kick out the
French envoy. Mr Rizvi was threatening a
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new wave of unrest to force Mr Khan to p»
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» keep his word when he was arrested.

Riots ensued. Mr Khan then banned the
party under anti-terrorism laws. “No one
can be above the law and the constitution,”
declared Mr Khan on April 17th. Yet hours
later, while the government negotiated for
the release of policemen taken hostage, the
interior minister said parliament would
debate the diplomat’s expulsion after all.

The concession is the latest of many.
For decades the state has fostered the radi-
cal ideology that spawned groups like the
TLP, then mobilised them as political
weapons. When TLP crowds brought Is-

lamabad to a standstill in 2017 in protest
against changes to an oath made by MPs, a
senior military man was filmed handing
them envelopes of money. It is little sur-
prise that, when confronted by religious
radicals, the authorities struggle to face
them down.

Mr Khan'’s party claims that there has
been no climbdown. Mr Rizvi remains in
custody. Yet in China Market traders had
no doubt who had blinked first. “The gov-
ernment has made the TLP heroes,” says
Shoaib Mansoor in his electronics shop.
“Because of this they have got stronger.” ®

Nominal interest

SYDNEY
Aboriginal names are replacing colonial ones—to conservatives’ annoyance

OU CANNOT go far in Australia with-
Yout stumbling on a spot named after
an act of colonial violence. The continent
is dotted with Massacre Bays, Deadman'’s
Creeks and Murdering Gullies. Suicide
Bay, in Tasmania, commemorates an
especially grizzly slaughter. In 1828, a
party of white shepherd-convicts cor-
nered an indigenous clan on a clifftop
and murdered 30 men as punishment for
slaughtering the settlers’ sheep. They
threw the bodies into the water.

Aboriginals have long said that the
bay’s name was upsetting. This month it
was wiped from the map. It is now called
Taneneryouer, meaning “trauma” in a
native tongue. More than a dozen other
places in Tasmania have new or second
names drawn from indigenous history.

Renaming has happened haltingly
across Australia for decades. Ayers Rock,
amonolith in the continent’s red centre,
was given a dual name, Uluru, in 1993.
Few Australians now call it by its Euro-
pean moniker. A Mount Nigger and seven
Nigger’s Creeks stained maps in Queens-
land until 2017. But recent protests
against racial discrimination have invig-
orated calls to blot out offensive names.
Some politicians are sympathetic.

The legacies of various colonial bad-
dies are under scrutiny. The King Leo-
pold Ranges in Western Australia, named
after a Belgian ruler, have become the
Wunaamin-Miliwundi mountains. The
name of John Batman, a founder of Mel-
bourne who hunted and shot Aborigi-
nals, has been removed from a park (now
Gumbri, meaning “white dove”). Benja-
min Boyd, a Scottish settler who traf-
ficked slaves from Pacific islands, is next
in line for a reckoning. An Aboriginal
group in New South Wales wants to
scratch out Boydtown as well as a nation-
al park named after him.

Some Australians see all this as woke
nonsense aimed at erasing the past.
Many threw up their hands in horror
when the company that owns a popular
cheese called Coon announced in Janu-
ary that it would rebrand the productas
Cheer. It was named after Edward Wil-
liam Coon, a pioneering American
cheesemaker, and so is not racist, they
asserted.

That kerfuffle has prompted another
at Coon Island, near Sydney. It is named
after the site’s first white settler, a miner
who earned a nickname for his sooty
appearance. The local council is looking
for an alternative. The name is “just not
appropriate in this day and age”, Kevin
Baker, a conservative councillor, told an
Australian news website. Some of his
constituents disagree. The debate, says
Kentan Proctor of the local Aboriginal
land council, “has brought out prolific
racism in the community”. A new name
seems unlikely to change that, alas.
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Kyrgyzstan's referendum

Back to the
Kkhanate?

BISHKEK
The new president wins worryingly
wide powers

O ONE CAN accuse Sadyr Japarov, the
Npresident of Kyrgyzstan, of lacking
ambition. Sprung out of prison and into of-
fice during political unrest six months ago,
he has now won a popular mandate to
grant himself unchecked powers as he re-
designs the Central Asian country’s politi-
cal architecture. On April uth, three
months after his landslide victory in a
presidential election, a thumping majority
of voters—79%—endorsed a constitutional
blueprint granting him overweening pow-
ers, albeit with a turnout of just 37%.

The new arrangements do away with
the parliamentary system introduced after
Kyrgyzstan’s second post-Soviet revolu-
tion in 2010 to safeguard against strong-
man rule. Henceforth the president will
make all important political and security
appointments and control a cabinet head-
ed by his chief of staff, with the post of
prime minister scrapped. He will be able to
dabble in parliamentary and judicial busi-
ness, appoint judges and propose legisla-
tion to an emasculated parliament. It will
function in an awkward tandem with the
“People’s Kurultai”, an as yet undefined
new assembly that may be able to bypass
parliament.

A country that has toppled three presi-
dents in revolutions since 2005 needs a
firm hand to steer it back to stability, ar-
gues Mr Japarov. “I'm for presidential rule,”
explains a pensioner playing with his
grandchildren in a leafy park in Bishkek,
the capital. “If there’s one boss, you ask
him. When there are a hundred bosses, you
don’t know where to turn.”

But one man’s firm hand is another’s
iron first. Despite the turbulence of the
pasttwo-odd decades, Kyrgyzstan has been
the most democratic of the five post-Soviet
Central Asian countries. “A khanate is not
for us,” says Askar Kerimbekov, a lawyer
who voted against the changes. “This
‘khanstitution’ cannot be adopted,” railed
an Mp, Dastan Bekeshev, in an impas-
sioned speech in parliament, using a dero-
gatory nickname for the amended consti-
tution. He warns against a “usurpation of
power” as strongman rule returns.

Seemingly intent on confirming his
critics’ fears, Mr Japarov’s first move after
the referendum was to put his health min-
ister in front of the cameras to promote a
miracle cure for covid-19 espoused by the
president. Gulping down a concoction of
wolfsbane, a poisonous root, the minister pp
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» acknowledged it could cause “spasms and
death” if misused.

Elected to serve a single six-year term
under the old constitution, Mr Japarov
may hope to remain in office for over a de-
cade by invoking a new provision that al-
lows leaders two terms of five years. He de-
clares, among other things, that he will
eradicate organised crime, which has be-
come pervasive. That pledge was seeming-
ly called into question, however, when
Raimbek Matraimov, a former top customs
official detained over allegations—which
he denies—that he was the kingpin behind

Tug of war

a massive smuggling ring, walked free
without charge after the referendum.

Mr Japarov denies that he is making a
grab for total power. He is no autocrat in
the making but a democrat determined to
“learn the lessons of history”, he told The
Economist in January. “If we have seen revo-
lutions happen before our eyes three
times, because of the injustice of the rul-
ers, why would I repeat those mistakes?”
He promises to usher in an era of stability.

For the time being, most Kyrgyz appear
to be staunchly behind Mr Japarov, seeing
him as a breath of fresh air compared with

Mongolia’s president tries to ban its ruling party

ITH THE yak-tail banners, or tug, of

U V state authority behind him, Khalt-
maagiin Battulga read out his presi-
dential decree outlawing the Mongolian
People’s Party (MPP). Banning political
parties is the stuff of tin-pot dictator-
ships. Yet Mongolia, which broke from
the Soviet Union’s orbit in a peaceful
revolution in 1990, had until now been
notably democratic. And the MPP is not
justany party, but Mongolia’s oldest, the
social-democratic successor to the Marx-
ist-Leninist machine that ruled under
Soviet tutelage. Last month it celebrated
its centenary. Mr Battulga’s move on
April 18th is especially gobsmacking
because the MPP is the ruling party. It
runs the government and has a super-
majority in the State Great Khural, the
parliament. Mr Battulga is from the rival
Democratic Party (DP), which looks
increasingly distant from the democratic
revolution that gave birth to it. Is Mongo-
lian democracy now under threat?

Personal pique on the part of Mr
Battulga, a former wrestling champion,
is not hard to divine. In 2019 the State
Khural under the MpP passed constitu-
tional amendments to check the powers
of the president and strengthen parlia-
mentary rule. Future presidents were
limited to a single term. Whether current
or former presidents could run again was
unclear. But on April 16th the constitu-
tional court ruled that they could not—a
blow to Mr Battulga’s intention to seek
re-election in early June.

As justification for his dramatic deci-
sion, the president in his decree accused
the MPP of manipulating the constitu-
tional court and of making its own the
state apparatus and allits levers. To that
he added the accusation that the MpP was
militarising the state and using the
armed forces to entrench power.

No doubt, the court’s ruling has sud-
denly made politics more brittle—few
Mongolians trust the judiciary’s indepen-
dence. And the MpP has changed voting
rules to strengthen its parliamentary grip.
Yet little suggests the mpP will refuse to
give up power. Past post-election transi-
tions have been largely smooth. If the Dp
performed abysmally in parliamentary
elections last year, it is because people
were fed up with its incompetence.

As for the militarisation of the state, Mr
Battulga’s claims are overblown, says
Julian Dierkes of the University of British
Columbia. Admittedly the MpP chairman
(and prime minister until January), Ukh-
naagiin Khurelsukh, whom the president
singled out by name, is a former army man
with a predilection for medal-pinning and
uniformed pageantry. But Mr Battulga’s
accusation that an NGo founded by Mr
Khurelsukh to improve the lot of retired
military personnel is a front for the mil-
itarisation of the state looks wild. The
army Keeps out of politics.

What happens next is hazy. Mr Battul-
ga’s decree may be ignored by the MPP, or
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the venal political class that has been run-
ning the show. A recent poll identified him
as Kyrgyzstan’s most trusted politician,
and revealed that 70% of citizens are opti-
mistic about their country’s trajectory,
jumping upwards from just 41% before he
came to power. But as Mr Japarov acknowl-
edges, he had better deliver or his long-suf-
fering people will turf him out. “He’s
promised a lot,” says an admirer who voted
to give him these all-encompassing pow-
ers. “They always promise a lot, but noth-
ing gets done. If he doesn’t deliver, he'll be
overthrown like the others.” W

A\

kicked to the courts. He may expect
Mongolians to come out on the streets
against the mpp. After all, Mr Khurelsukh
stepped down as prime ministerin the
face of spontaneous protests against the
heavy-handed policing of the pandemic.
But if Mr Battulga’s plan is for street
confrontations, it is an irresponsible
one. In 2008 riots sparked by allegations
of vote-rigging left five Mongolians dead
and the mpP headquarters a charred
hulk. Sumati Luvsandendev of the Sant
Maral Foundation, a polling outfit, pre-
dicts that few will come out in support of
the president’s decree. Ordinary Mongo-
lians see it as Mr Battulga’s battle and not
theirs; so do the president’s fellow bp
members. He has long got under the skin
of its old dinosaurs, while at the same
time disappointing the modernisers who
once backed him. His four years in office
have been largely bereft of purpose other
than the cultivation of his own power,
which now looks on the wane.

His decree, if itis defied, may provide
evidence of that. The MmPP, while accus-
ing the president of overstepping his
powers, appears in no hurry to stoke
confrontation. Conveniently for Mr
Khurelsukh, stepping down as prime
minister allowed him to ready a bid for
president. He is nearly certain to get the
MPP’s nomination. Now that Mr Battul-
ga’s impetuous move has thrown the pp
into even greater disarray, Mr Khurel-
sukh is also likely to prevail over whom-
ever it puts forward.

As for Mr Battulga, his decree has
engendered talk of his impeachment.
Impeachment or no, after leaving office
he risks prosecution for abuse of power
and even corruption. He is likely to be
best remembered for this week’s test—
with luck, not to destruction—of Mongo-
lia’s democratic guard rails.
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Hacking China

Watching them watching you

Domestic surveillance programmes benefit foreign spies

IN MARCH ELON MUSK, the world’s third-
richest man, spoke to a conference in
Beijing by video link. The cars that Tesla
sells in China do not, Mr Musk insisted,
share data with American security
services. He was responding to the news
that the Chinese armed forces had banned
Teslas from their facilities over such con-
cerns. A month later the firm took to Chi-
nese social media to assure customers that
the numerous cameras in their vehicles
were “not activated outside North Ameri-
ca”, and so could not be used to snoop.
Concerns about security define the
trade of technology between America and
China. Most attention is focused on the ex-
tent to which Chinese giants such as Tik-
Tok and Huawei might be infiltrating
America for nefarious purposes. But China
has had concerns of its own. After the con-
tours of American surveillance were laid
bare in 2013 by Edward Snowden, a Nation-
al Security Agency (NsA) contractor and
whistleblower, the Chinese government
began a campaign to replace all Western
technology in government offices, lest it be
used to spy. The brouhaha over Tesla’s cars

shows how much security concerns have
grown in the decade since Mr Snowden’s
revelations. As connectivity becomes part
of more consumer products, paranoia
about their other uses rises.

China’s suspicion contains an irony,
however. Removing Western devices from
Chinese networks will not keep China se-
cure from its adversaries, because the Chi-
nese government itself insists upon weak-
ening the security of those networks and
devices for its own purposes. Though
America tends to hyperventilate about
Chinese intrusion, it is China whose digi-
tal security is more precarious.

This is because of the Chinese govern-
ment’s insistence on being able to monitor
and control the information that flows
through the country’s digital networks. For
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instance, all messages sent on WeChat,
China’s most widely used messaging appli-
cation, must pass through central servers
as plain text, unencrypted, so that the com-
pany can filter and censor them according
to the government’s requirements. This
makes those servers a ripe target for any
foreign agents who want to spy on Chinese
citizens, who between them have more
than a billion WeChat accounts.

Tencent, the app’s corporate owner,
must build elaborate digital-security sys-
tems to allow it to keep inspecting its us-
ers’ messages while simultaneously deny-
ing that ability to attackers. That is a diffi-
cult task. “If I were a Western intelligence
agency, those servers would be incredibly
valuable,” says Matthew Green, a cryptog-
raphy expert atJohns Hopkins University.

Weak security is the rule, not the excep-
tion, in digital services for the Chinese
public. Email and social media must all fa-
cilitate state access, as must industrial net-
works used to run factories and offices,
even if the extent to which the government
uses thataccess varies. In August it banned
the most up-to-date version of a protocol
used to encrypt web traffic, known as TLs,
from the Chinese internet, because it
makes online surveillance harder.

The government has different security
standards for itself, but these are secret.
Speculation about the devices and systems
that senior party members use to commu-
nicate is common. In 2013 Peng Liyuan, the
wife of President Xi Jinping, was photo-
graphed using an iPhone, one of the few p
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» devices available in China which does offer
a measure of security through its iMessage
program. It was news around the world.
Within a year Ms Peng was seen using a
Chinese device.

Internet users in China have long ob-
jected to the low standards of data protec-
tion. Online crime and leaked databases
are rife. Last year someone stole the ac-
count details for all 538m users of Sina
Weibo, a microblog, and posted them on
the dark web for sale. The government has
responded by promoting programs for
companies to improve customer-data pro-
tection, even as it simultaneously enforces
weakness in the security of all systems. But
as long as the government demands access
to data on Chinese people, those data can
never be robustly protected.

Though the American government does
not publicise its cyber-operations, leaks
demonstrate their extent. The documents
provided to journalists by Mr Snowden
show that the Nsa found its way inside
Huawei’s networks starting in 2007, look-
ing for evidence they were being used as a
back door by the Chinese government (if it
found any, it was never made public).
Thereis little question that spy agencies in
America and other countries use China’s
weak security to their advantage.

China’s jeopardy increases as the value
of data which flow through poorly secured
networks goes up, both in economic and
national-security terms. The Chinese gov-
ernment’s plan for economic growth en-
sures that this is what will happen. It plans
to expand its digital economy, automating
factories and creating smart-transport in-
frastructure. As with WeChat, if the gov-
ernment wishes to monitor these systems,
it will build them to be less secure than
they could be and so vulnerable to foreign
interference in a way that equivalent net-
works in the West do not have to be.

“The Chinese government knows the
trade-off,” says Matt Perault, a technology-
policy scholar at Duke University in North
Carolina. “They are willing to bear i,
which suggests that they are willing to tol-
erate a significant amount of foreign sur-
veillance on their citizens.”

The government’s calculation is unlike-
ly to change. Its focus on surveillance and
censorship of its own people is growing.
But the tension between security against
enemies within and those without will in-
tensify. Cyber-attacks using weaknesses
that the government itself has demanded
might prove embarrassing. If the stand-off
with Taiwan were to escalate, China’s weak
security would be a serious disadvantage.
And the more entrenched its reliance on
surveillance and censorship becomes, the
harder it will be to remove the weakness on
which that control is built, should the day
ever come when it no longer believes the
trade-off worthwhile. m

Health care

Dangerous work

Violence against doctors is
frighteningly common

ATIENTS IN CHINA keep attacking their

doctors. On January 27th Hu Shuyun, a
physician in the southern province of
Jiangxi, died after being assaulted on a
ward. A few days earlier three medical
workers ata hospital in Hangzhou, an east-
ern city, were injured when a patient set off
a homemade bomb. Every month brings
more shocking stories. Chinese even has a
word for it: yinao, meaning “medical dis-
turbance”. Between 2004 and 2016, the
number of such disputes that ended up in
court rose from 8,854 to 21,480. But only a
fraction of cases get that far. In 2016 the Na-
tional Health and Family Planning Com-
mission acknowledged that it had mediat-
ed more than 60,000 disputes.

The problem of yinao has become so
acute that, on March 1st, Shanghai became
the first city to start a blacklist of people
deemed to have engaged in banned behav-
iour in medical facilities. As well as facing
criminal penalties, they can be barred from
holding public-sector jobs and denied ac-
cess to outpatient services under the so-
cial-credit system, in which bad behaviour

Hong Kong crackdown

Jimmy Lai, publisher of the Apple Daily
newspaper, was jailed for 14 months on
April 16th for taking part in protests in
2019. His jailing, with other veteran activ-
ists, is part of a crackdown by China’s
leaders. Martin Lee, known as Hong
Kong's “father of democracy” and Marga-
ret Ng, a barrister, received suspended
sentences. Mr Lai wrote to colleagues
telling them to be careful because “free-
dom of speech is dangerous work now”.

China

can mean loss of rights and privileges.

These measures build on a national law
that came into effect last June. It is the first
to specify that citizens have a right to “ba-
sic health-care services” provided by the
state. It also bans them from attacking
medical staff. In July Beijing’s city govern-
mentadopted its own guidelines for hospi-
tal security, recommending checks at en-
trances and surveillance cameras inside.
On April 15th Beijing’s health commission
said that 86 hospitals had installed facial-
recognition systems.

China’s doctors have long worried
about violence. In 2015 600,000 physicians
signed a petition calling for an end to such
assaults. A survey in 2019 found that 85% of
doctors had encountered violence at work.
Officials have hailed medical staff as he-
roes during the covid-19 pandemic, but at
the height of the outbreak last year there
were several reports of patients with the
disease assaulting doctors.

Much of the anger originates in the
1980s, when reform began on the free,
state-funded health-care system. Hospi-
tals, starved of government funds, began
charging patients for treatment, and often
resorted to overprescribing. Many ordin-
ary people were unable to pay. This has
created a “generalised sense of distrust” to-
wards the medical profession, says Cheris
Chan of the University of Hong Kong.

Even though the government initiated
further reforms in 2009, under which
nearly everyone is now covered by some
form of basic health insurance, the quality
of care in rural areas is still poor. So people
go straight to large city hospitals, many of
which sell tickets for consultations that
touts buy up and resell for profit.

Fully 36% of spending on health care in
China comes from patients, compared
with 14% in the OECD, a club mostly of rich
countries. The insurance system gives hos-
pitals an incentive to treat out-of-province
patients, since they must pay upfront. And
China still has only two doctors per 1,000
people, compared with 3.5 on average
across the oECD. Most are poorly paid.

Medical scandals further undermine
confidence. A well-known case in 2018 in-
volved hundreds of thousands of children
receiving faulty vaccines after the manu-
facturer fabricated inspection records. In
February this year 70 people were arrested
for making fake covid-19 vaccines.

Tougher regulations to protect doctors
from angry patients do not seem to be
working. Since the new laws were intro-
duced in Beijing more than 180,000 pro-
hibited items such as knives have been
seized at hospital entrances. With covid-19
under control, people are going back to
hospitals. This could cause violence to rise
again. Until the government deals with un-
derpaid doctors and overstretched hospi-
tals, it is likely to continue. m
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Hong Kong’s noisy patriots denounce a world-class collection of Chinese art

HINA'S LEADERS seem sure that innovation can co-exist with

authoritarian rule. Their confidence looks more rational than
it once did: Chinese firms dominate some high-tech fields. Still,
they have to explain a counterpoint: when freedoms increased in
China over the past 40 years, greater creativity always followed.

Uli Sigg, a Swiss businessman and diplomat, first reached Chi-
na in 1979, as reformers began to dismantle the Mao-era planned
economy. Later, he spent decades building an unrivalled collec-
tion of contemporary Chinese art. He was sent to China by Schin-
dler, a Swiss manufacturer of lifts, for whom he established the
first Chinese joint-venture with a foreign firm. Rather than a cap-
italist revolution, he describes years of caution, as entrepreneurs
worried that open doors would slam shut. He recalls campaigns
against Western “spiritual pollution” that frightened colleagues
into ditching suits and ties and reverting to workers’ jackets in
blue cotton. But time and again, opening sparked innovation.

An art-lover, Mr Sigg reached China during a brief moment of
creative daring. Months earlier, avant-garde artists had staged an
unauthorised show on the railings of the national gallery in Bei-
jing, before police swooped. Soon afterwards their movement was
pushed underground for much of the 1980s. Many were young,
self-taught, and technically crude. Few ordinary Chinese saw their
art. Yet those who did were visibly excited by its spirit. “Tradition-
al art takes you to a sublime place and then you come back. Con-
temporary art changes you. It produces an openness; maybe it is
stupid or aggressive. But that is the link to creativity,” explains Mr
Sigg. Foreigners often assumed that artists were dissidents. In
fact, after growing up amid the bossy propaganda of socialist real-
ism—vast canvasses of dauntless workers, bumper harvests and
benevolent leaders—many were tired of politics and content to
share their work with a few elite insiders.

In the 1990s Mr Sigg set out to record this ferment, putting his
own tastes aside to acquire hundreds of artworks as a public insti-
tution might. At one point he sought to preserve propaganda im-
ages that younger artists despised, though their aesthetic influ-
ence was obvious. He found former masters of socialist realism in
dingy provincial apartments, and bought once-feted paintings
now rolled up under their creators’ beds. These forgotten propa-

gandists offered another lesson: skills prized in a closed system
are little help when times change. An oddly poignant item in the
Sigg collection is a very late work of socialist realism: a painting of
Mao’s successor, Hua Guofeng, visiting North Korea in 1978, as
doves flutter over his head. In its garish way it represents a peak of
technical accomplishment, which soon became pointless as Hua
was ousted and state-sponsored kitsch gave way to photography.

As Swiss ambassador to China from 1995 to 1998, Mr Sigg
watched cultural bosses wrestle with the Western world’s excite-
ment over Chinese avant-garde art, and with the same foreigners’
confounding lack of interest in state-approved paintings of flow-
ers and birds. Later, some officials moved to harness the global re-
nown of freethinking artists. Before Ai Weiwei became an exile ex-
coriated by the Chinese state, he helped to design the Bird’s Nest
stadium for the Beijing Olympics of 2008.

In 2010 museum bosses in Hong Kong approached Mr Sigg,
after hearing that he hoped to donate his art to a public gallery in
China. The government had a site to offer, a vast new harbourside
museum in West Kowloon, known as M+. This enthusiasm for ex-
perimental art was not a sudden whim. Starting in 1998, Hong
Kong's leaders had publicly fretted that the city’s economic base,
built around finance, logistics and an overheated property market,
was dangerously narrow. Their solution came in three parts:
strengthening Hong Kong as a financial centre, increasing ties to
the mainland and promoting creativity. The first local leader after
the end of British rule, Tung Chee-hwa, called for Hong Kong to be-
come “the most cosmopolitan city in Asia”. He offered support for
creative industries, buttressed by schools that would promote
critical thinking viaa new subject, liberal studies.

Mr Sigg warned Hong Kong officials about sensitive images in
his collection. These include pictures of pro-democracy protests
in June 1989 and one of Mao inspecting a urinal, in a homage to
Marcel Duchamp. They were undaunted, asking why he would
consider offering such works to mainland cities with strict cen-
sorship, and stressing Hong Kong’s artistic freedoms. In 2012 he
donated 1,463 works, worth $160m, and sold the city 47 more.

The hunt for degenerate art

That was then. Now, liberal studies are blamed for inspiring Hong
Kong's young to join anti-government protests in 2019, and
schools must offer lessons in loving China. On April1g9th President
XiJinping called for Chinese universities to produce students who
are both curious and absolutely loyal to the Communist Party.

As for Mr Sigg’s collection, it is under fire from Hong Kong poli-
ticians seeking to prove their own loyalty. They accuse some imag-
es, notably one of Ai Weiwei giving the Tiananmen gate in Beijing
his middle finger, of “spreading hatred” against China, in breach
of a National Security Law passed last year. Hong Kong’s chief ex-
ecutive, Carrie Lam, pledges to be on “full alert” as M+ staff distin-
guish between artistic freedoms and national-security threats.

The opening date of M+ is unclear. Mr Sigg can only hope that
no artists are banned, for without Ai Weiwei, a Chinese contempo-
rary art museum “would have no academic credibility”, he says.
Asked whether he regrets his gift to Hong Kong, Mr Sigg replies
that he collected the artworks to save them for China’s people. He
is sure they will all be shown one day, though he may not see it.

Perhaps China’s rulers are confident because the innovation
they prize is technological, not cultural. Propaganda full of “posi-
tive energy” is creative enough for their needs. Hong Kong had its
own artistic ambitions. But pleasing the party is the priority. m
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AMERICA

His foreign policy isn’t Donald Trump’s. Nor is it Barack Obama’s

HE BIG red button was meantas the em-

blem of a renewed, warmer relation-
ship, and the Americans thought they had
emblazoned it with the word “reset” in Cy-
rillic. “We worked hard to get the right
Russian word,” said the secretary of state,
Hillary Clinton, as she presented the gift to
the Russian foreign minister, Sergei Lav-
rov. “Do you think we got it?”

Mr Lavrov smiled. “You got it wrong,” he
said, as the two of them pushed the button
together. The word was in fact “overload”.

That was in 2009, when the administra-
tion of Barack Obama was new. Twelve
years on, the formidable Mr Lavrov re-
mains in the role he has held since 2004.
But now, as he faces yet another American
administration, he is contending with dip-
lomats who have had some time tolearn on
the job as well, many of them during the
eightyears Mr Obama was in office. Where-
as Donald Trump, during his presidency,
pursued his own peculiar version of a reset
with President Vladimir Putin—joking
with him about Russian election interfer-

ence and saying the two liked one anoth-
er—PresidentJoe Biden has called Mr Putin
akiller withouta soul. And yet Mr Biden al-
so says he wants to work with him.

As Mr Biden nears the 100-day mark of
his administration, the moment at which
the American establishment likes to take
the measure of a new president, the pat-
tern emerging in his foreign policy differ-
entiates it not only from that of his imme-
diate predecessor, Mr Trump, but also from
that of Mr Obama, whom he served as vice-
president. As often as his aides stress they
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are working with “allies and partners”, an
implicit elbow thrown at Mr Trump, they
also emphasise they are being “clear-eyed”
about their adversaries. That is a subtle
step away from Mr Obama, who in retro-
spect has often been judged naive in seek-
ing a reset with Russia, negotiating an im-
perfect nuclear deal with Iran and welcom-
ing the rise of China.

In each of these areas, as in his decision
to abandon the 20-year war in Afghani-
stan, Mr Biden is trying to temper his long-
held ideals about America’s role with real-
ism about the world as it is. His overall
goal, as one of his advisers put it, is to pur-
sue a “strengthening of the multilateral,
rules-based order, in which the United
States takes a role to make sure authoritar-
ianstates don’tundermine those rules”. Mr
Biden is attempting a two-track policy, try-
ing at once to resist and relate to such re-
gimes: to constrain their territorial ambi-
tions and discourage their human-rights
abuses and transnational meddling, while
working with them where their interests
might overlap with America’s.

Mr Biden has yet to get key members of
his foreign-policy team in place, includ-
ing, in the case of Russia, a Russia director
at the National Security Council or his
number-three official at the State Depart-
ment, Victoria Nuland, who is expected to
take a strong hand in Russia policy. She has
yet to be confirmed by the Senate. Butin a
rare instance of continuity, Mr Biden has p
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» held over the Trump-appointed ambassa-
dor to Moscow, John Sullivan. Further, Bill
Burns, the director of the cIa, is a former
ambassador to Moscow, and the secretary
of state, Antony Blinken, was deputy na-
tional security adviser and then deputy
secretary of state under Mr Obama. Mr Bi-
den himself is drawing on experience in
the Obama administration and, before
that, on the Senate Foreign Relations Com-
mittee. America has not had a president so
steeped in foreign affairs in 30 years.

In the view of Mr Biden’s advisers, an
American failure to stand up to Mr Putin
over the past12 years—what Ms Nuland has
called America’s “ambivalence and ne-
glect”—has enabled his adventurism, an
assessment that may exaggerate the influ-
ence anyone can hope to have over Mr Pu-
tin. This administration’s approach to Rus-
sia, asto China and Iran, is a matter of wary
calibration and diplomatic choreography.

Mr Biden went out of his way to sur-
prise no one except the press with the
sanctions he imposed last week on Russia
for interfering in the 2020 American elec-
tion, conducting the vast SolarWinds cyb-
er-hack, and other nasty acts. He called Mr
Putinand warned him of forthcoming pen-
alties two days before he announced them.
The European Union, Britain and others
were ready with statements of support
once he did.

Mr Biden called this “measured and
proportionate”. Yet the Americans also
made clear they had included a ratchet, to
allow them to tighten sanctions if Russia
continued to misbehave: for example,
blocking American financial institutions
from buying rouble-denominated bonds
in the primary market. Mr Biden’s execu-
tive order provided the authority to expand
those debt sanctions.

Butin his telephone call to Mr Putin, Mr
Biden mixed his message of rebuke by pro-
posing a summit meeting to be held in Eu-
rope this summer, framed around arms
control. Daniel Fried of the Atlantic Coun-
cil, a foreign-policy think-tank, who
served as assistant secretary of European
and Eurasian Affairs under George W. Bush
and atthe beginning of Mr Obama’s admin-
istration, said the mixed message was un-
usual, and welcome. “American adminis-
trations have had a tendency to fall into
two traps in dealing with Russia,” said Mr
Fried, who was with Mrs Clinton when she
presented the button. “It’s either ‘reset’ ora
hard line across the board.” By contrast, he
added, “The Biden team has given them-
selves room to work with Putin, without
pulling their punches.”

The American exchange with Russia
had a businesslike, even ritualised air.
Afterlevelling the penalties, which also in-
cluded sanctions on 32 Russian companies
and individuals and the expulsion of ten
officials attached to the Russian mission in

Washington, Mr Biden said that he had
urged Mr Putin to “respond appropriately”
rather than exceed the American blow. Mr
Putin seems to have got the message. A day
later Russia said it would expel ten Ameri-
can diplomats and banned eight current
and former American officials from enter-
ing Russia. Mr Lavrov said that, for now,
Russia would not impose “painful mea-
sures” on American companies. The Rus-
sians and Americans moved on to discuss-
ing Mr Biden’s proposed summit.

The same mix of firmness and solicita-
tion has characterised MrBiden’s approach
to Iran and China. He pledged during the
campaign to swiftly revive the nuclear deal
with Iran negotiated by Mr Obama and ab-
rogated by Mr Trump. But although Mr Bi-
den pressed for direct negotiations with
Iran, he disappointed the Iranians, and
some Democratic allies, by not immediate-
ly lifting sanctions imposed by Mr Trump
as “maximum pressure”.

The Iranians “had different expecta-
tions of the Biden administration”, one ad-
ministration official said. “They thought
President Biden would immediately come
in and take unilateral steps.” Negotiations
are continuing in Vienna but, regardless of
the outcome, the administration plans to
retain some Trump sanctions over matters
unrelated to Iran’s nuclear programme.

Mr Biden has accused the Chinese gov-
ernment of genocide, and he is rallying in-
ternational opposition to China’s hege-
monic ambitions in Asia. That was why his
first foreign visitor to the White House was
Japan's prime minister, Suga Yoshihide.
After their meeting, on April 16th they is-
sued a statement stressing among other
things “the importance of peace and stabil-
ity across the Taiwan Strait”. The Chinese
government snarled back, calling the
statement an attempt to divide the region.

Here’s the deal

At the same time, Mr Biden’s climate en-
voy, John Kerry, was meeting his Chinese
counterpart in Shanghai. In a sign that at
least one adversary is prepared to accept
some dissonance in American policy—or
perhaps that the enemy of your enemy can
be your shared enemy—the two men
emerged on Saturday with a joint state-
ment committing their nations to working
together against climate change.

But issuing joint statements, like talk-
ing about summit meetings, is pale pro-
gress compared with closing coal plants,
withdrawing troops, decommissioning
nuclear weapons or halting genocide. Al-
most 100 days in, President Biden has
shown that he can make a hard decision, as
he did on Afghanistan. He has many more
ahead of him as he seeks to strike notjusta
theoretical balance but actual compromis-
es between an idealist’s hopes and a real-
ist’s expectations. m
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Joe Biden’s climate summit
Promising the
Earth

NEW YORK
American leadership on climate change
faces a credibility deficit

IF CLIMATE ACTION was measured in
speeches, America could feel sure of suc-
cess. In the run-up toJoe Biden’s virtual cli-
mate summit, on April 22nd and 23rd, his
deputies were everywhere: John Kerry, the
special climate envoy, extolled decarbo-
nised shipping; Jennifer Granholm, the en-
ergy secretary, touted green jobs with
American unions; Antony Blinken, the
secretary of state, explained climate diplo-
macy beside the Chesapeake Bay. But as
The Economist went to press Mr Biden was
expected to offer something more tangi-
ble: a pledge to halve greenhouse gas emis-
sions from 2005 levels by 2030, with a goal
of net-zero emissions by 2050.

That would countas real progress foran
American president, even if Donald Trump
had not set a subterranean bar. An emis-
sions target, or nationally determined con-
tribution, is required by the Paris agree-
ment which Mr Trump rejected and which
Mr Biden rejoined. Setting a bold target
now, the thinking goes, will encourage
other countries to do the same before the
next big United Nations climate confer-
ence, in Glasgow in November. America
could support a transition to cleaner ener-
gy in poor countries and invest in innova-
tions to be deployed the world over. Yet
other leaders have reason to eye American
promises with scepticism.

In the 1990s Bill Clinton’s administra-
tion negotiated the Kyoto protocol, but the pp

For more listen to our Babbage podcast at
economist.com/climatesummit2021



The Economist April 24th 2021

» Senate declined to ratify it. Barack Obama
pushed for the Paris agreement, only to
have Mr Trump declare in 2017 that Ameri-
cawould withdraw. Mr Obama promised to
supply $3bn in climate finance for poorer
countries; $2bn of that is still outstanding.
After Mr Trump shunned the Paris agree-
ment, green-minded governors pledged to
support it. But they too are falling short.
Those states are on track to limit their
emissions by 18% below 2005 levels by
2025, according to the Environmental De-
fence Fund, compared with the 26-28%
goal set by Mr Obama.

Mr Biden'’s infrastructure bill, present-
ed in March, includes support for electric
cars, renewables and innovation, as well as
a clean-electricity standard requiring the
power system to be emissions-free by
2035. It would be America’s most impor-
tant climate legislation to date. Yet Repub-
lican opposition means that it may not
pass the Senate as proposed.

Even if it did, it might not do enough.
Climate Action Tracker, a policy group,
reckons that to meet the goals of the Paris
agreement at least 95% of America’s car
sales must be zero emissions by 2030. Mr
Biden proposes support for electric cars,
but no deadline for phasing out petrol-guz-
zling ones. “Eventually we are going to
need additional climate legislation in the
forms of standards, mandates, a carbon
price,” argues Jason Bordoff, the co-dean of
Columbia University’s Climate School.

Mr Biden's attempt to encourage decar-
bonisation abroad is no simpler. His bud-
get proposes $1.2bn for the UN’s Green Cli-
mate Fund, but Mr Biden is also interested
in mobilising green finance in other ways.
America’s Development Finance Corpora-
tion may advance more clean-energy pro-
jects abroad as alternatives to coal. The
White House has signalled support for cli-
mate-linked debt relief for poor and mid-
dle-income countries. Mr Bordoff points to
debt relief in the 1980s tied to investments
in biodiversity. “You might imagine some-
thing like climate-for-debt swaps to drive
investmentin low-carbon energy,” he says.

However, America’s most important
foreign interlocutor is the one with which
relations have most steeply declined. The
International Energy Agency expects Chi-
na to account for more than half the re-
bound in coal consumption this year. Mr
Kerry, in a visit to Shanghai this month,
urged that climate be a “stand-alone” is-
sue. Li Yifei, co-author of “China goes
green”, contends that climate is inextrica-
ble from debates over geopolitical influ-
ence, intellectual property or industrial
policy. “Climate change, by definition, is
not a stand-alone issue,” he argues. Mr Bi-
den’s meeting is a display of his determi-
nation. But success will depend on the co-
operation of his adversaries, in Congress
and in Beijing.

Derek Chauvin’s trial

Two degrees and
reparation

CHICAGO
George Floyd’s death is now officially
a murder

AFTER GEORGE FLOYD died on the
ground outside Cup Foods, in Minne-
apolis, last May, millions of Americans
who joined the largest civil-rights demon-
strations in the country’s history were in
no doubt that he had been murdered. They
had watched a horrific video, lasting more
than nine minutes, which they believed
showed a homicide taking place. They ob-
served how Derek Chauvin, a white police
officer, restrained Mr Floyd by kneeling on
his neck. They heard how bystanders, in-
cluding a nine-year-old child, said repeat-
edly that the policeman was killing him,
and begged him to stop. Fellow police offi-
cers, and others watching live but remote-
ly, voiced concern. Most powerfully, they
heard how, handcuffed and prostrate, Mr
Floyd himself warned that his life was slip-
ping away. He told Mr Chauvin he could
not breathe. Among his dying words were
offers of love to his family.

After the three-week trial of Mr Chauvin
in Minneapolis, it was still hard to imagine
a jury could decide anything other than
that a murder had taken place that day.
After just one day of deliberations, and
having put no questions to the court, the
jury did indeed convict Mr Chauvin of both
second-degree murder (which implies an
unreasonable use of force, but not that he
necessarily intended to kill) and third-de-
gree murder (suggesting reckless disregard
for life). He was also convicted of man-
slaughter. He could face 40 years in prison.

The prosecution’s case had been

Minneapolis breathes again

United States

straightforward. Much rested on the now-
infamous bystander video, on similar foot-
age the police recorded themselves, and on
powerful testimony by witnesses, includ-
ing the nine-year-old. One official, who
had been watching events by live video, re-
called how she could not understand why
Mr Chauvin, flanked eventually by three
other police officers, held Mr Floyd immo-
bile for so long, when there was no sign of
threat or even resistance from him. She
wondered if her video feed had frozen be-
cause of the unchanging image on her
screen. Even when paramedics arrived and
tried to resuscitate Mr Floyd, the police of-
ficer looked reluctant to stop applying
deadly pressure. A former police chief tes-
tified that Mr Chauvin, an officer for 19
years, would have been taught not to use
his knee on the neck of a suspect in such a
way, and certainly not for so long.

Added to that was the evidence that ac-
cumulated before the trial. The city of Min-
neapolis, shortly before the court sessions
began, said it was paying $27m—a record
compensation sum—to Mr Floyd’s family.
That naturally suggested an admission
that Mr Chauvin had committed an unusu-
ally heinous crime. It clearly made things
harder for the defence lawyers. Probably
more difficult to overcome was the earlier
conclusion from the autopsy on Mr Floyd.
The examiners ruled that he died not coin-
cidentally from some other cause (such as
opioids or other drugs in his body) but
clearly as a result of “homicide”. The de-
fence did not put Mr Chauvin forward as a
witness—understandable on the assump-
tion that the defendant, in cross-examina-
tion, would be forced to explain how he
had been the subject of 22 previous com-
plaints or internal investigations.

After the guilty verdicts, is this an op-
portunity for further reform? It is increas-
ingly common for shootings by police, or
other violent acts, to be captured on vid-
eo—either on bodycams or on bystanders’
phones. In many cities, too, the public re-
lease of official footage is obligatory within
a short time of a fatal incident. That may
give an impression that deadly violence by
police is becoming more common, but in
fact the reverse could be true. Historically
it has been rare for serving police officers
to be prosecuted (let alone successfully) for
killing in the course of their work. By one
estimate, in 98% of cases in which police
kill someone nobody is charged with a
crime. That may have created a sense of
impunity, encouraging some officers to be-
have recklessly with the lives of those peo-
ple they were supposed to protect. The De-
partment of Justice has launched an inves-
tigation into the Minneapolis police de-
partment. But helping to end that sense
that officers are above the law may be the
most powerful, and positive, contribution
that Mr Chauvin’s conviction will offer. m
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Transgender treatments

Blocked

WASHINGTON, DC

Trans medicine gets entangled in the culture wars

S TRANSGENDER medicine has boomed
Ain America, the number of doctors of-
fering puberty blockers and cross-sex hor-
mones to children who identify as the op-
posite sex has surged. In some states the
World Professional Association for Trans-
gender Health lists more than a dozen en-
docrinologists who work with children. In
Arkansas it lists just one. Yet this month
the state became the first to ban the pre-
scription of such drugs to those aged under
18. Unless the American Civil Liberties Un-
ion (AcLu), which has become a vocal
champion of trans rights, succeeds in
blocking the law, the Save Adolescents
from Experimentation (SAFE) Act will
come into effect this summer.

Arkansas is one of more than 16 states to
have introduced such a bill in recent
months, according to the ACLU. An even
greater number have introduced legisla-
tion that would prevent transgender girls
from playing on female sports teams (Ar-
kansas passed such a law in March). Law-
makers in these mostly conservative states
are pushing back against the Biden admin-
istration’s embrace of gender ideology,
which holds that trans people should be re-

cognised as the sex with which they identi-
fy (meaning trans women should have ac-
cess to women-only spaces, from prisons
to hospital wards) and that trans-identify-
ing children should have access to puberty
blockers and cross-sex hormones.

For lawmakers to impose a blanket ban
on the use of such drugs in children is a
mistake, argued Arkansas’s Republican go-
vernor, Asa Hutchinson, when he vetoed
the law (the House and Senate overrode his
veto). It created, he said, “new standards of
legislative interference with physicians
and parents as they deal with some of the
most complex and sensitive matters in-
volving young people”. He also described
the law as a product of America’s culture
wars. His point was exemplified by law-
makers’ hyperbolic claims thatyoung chil-
dren in the state are undergoing sex-
change surgery (they are not). Doctors,
meanwhile, worry about the law’s wider
ramifications. Dr Janet Cathey, a co-foun-
der of the state’s first transgender clinic at
the University of Arkansas for Medical Sci-
ences, says she worries it will deter young
doctors in other medical fields from want-
ing to work in Arkansas.

Walter Mondale dies aged 93

The career of Walter Mondale is a reminder of how unfair politics can be. As a legisla-
tor he was among the greats, helping to drag the Democratic Party towards acceptance
of civil rights, including as co-sponsor of the Fair Housing Act, which made it illegal for
landlords to discriminate by race. As vice-president to Jimmy Carter he is credited with
making that office more professional. As a presidential candidate in 1984, though, he
was a disaster, losing 49 states to Ronald Reagan (whose record on civil rights was
poor) in one of the most lopsided elections in American history.
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Yet the bills are not only political op-
portunism. They are also a response to
mounting concerns about the use of pu-
berty blockers and cross-sex hormones in
children. Blockers, which are prescribed
from around the age of nine to children
who feel desperate about developing sec-
ondary characteristics of their sex, like
breasts and facial hair, are not licensed for
this purpose, nor have they undergone a
clinical trial for it. Research shows they
cause bone damage and may affect brain
development.

Doctors who treat trans-identifying
children say blockers buy time while pa-
tients work out whether to proceed to
cross-sex hormones. Yet the vast majority
of children on blockers go on to hormones,
suggesting the drugs operate more as a
push than a pause. Cross-sex hormones,
meanwhile, cause myriad severe health
problems, including uterine atrophy and
heart problems for trans men on testoster-
one. They can cause sterility.

All this is prompting other countries to
introduce curbs on the use of blockers. Last
year, British judges ruled that children
were unlikely to be able to give meaningful
consent to taking them. Their review was
sparked by the case of a young woman, Kei-
raBell, who took blockers and hormones as
a teenager (and at 20 had her breasts cut
off) before realising that she was a lesbian
woman, nota trans man.

America, where health care is more pro-
fit-driven and decentralised than in most
rich countries, seems a long way from even
adiscussion of the need for such limits. In-
stead, the focus is on affirming the desire
for medical transition. Some states have
passed laws banning “conversion therapy”,
aterm misused to describe therapy that ex-
plores causes of gender dysphoria other
than trans-ness. Professional bodies, like
the American Academy of Paediatrics, have
endorsed affirmative care and puberty
blockers. Some of its members believe this
is a mistake, but fear they will lose their
jobs if they say so publicly.

The view routinely expressed in Ameri-
ca is rather that puberty blockers “save
lives” (an allusion to the belief that trans
children are at a greatly heightened risk of
suicide; there is no evidence for this).
Health-care professionals who work with
trans children extol the wonders of block-
ersand hormones. When asked about wor-
ries that these drugs are being prescribed
without first properly exploring other co-
morbidities common in trans-identifying
youngsters—like depression and anorex-
ia—Elizabeth Stout, a psychologist in Little
Rock, Arkansas, suggested that blockers
and hormones could sometimes function
as a cure-all. “It is often the case that treat-
ing the gender dysphoria first eliminates
the need to treat the other mental-health
concern atall,” she said. m
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Religion in America

Baptism by fire

MOBILE, ALABAMA

The Southern Baptists consider a change in direction

ED LITTON recalls looking at the black-
and-white photograph and guessing it
dated back to the early 1900s. He was off by
nearly a century: it had been taken in 1981,
less than ten miles (16km) from the wood-
panelled office where he sits. In the photo,
the body of Michael Donald, a 19-year-old
African-American from Mobile, Alabama,
hangs from a tree. Two Ku Klux Klan mem-
bers, angry that a jury had failed to convict
another black man accused of killing a po-
lice officer, picked Donald at random to re-
taliate. His is believed to be the last record-
ed lynchingin America. “It blew my mind,”
Mr Litton says. “When Ilooked at it, I real-
ised we live in a real segregated culture.”

This spurred him and his congregation
to mend relations with African-Americans
in their community. If elected president of
the Southern Baptist Convention (SBC),
America’s largest evangelical Protestant
denomination, in June, he will lead more
than 47,000 churches as they, too, attempt
to heal the wounds of racism, which runs
deep in their history. The sBc was founded
in 1845 by separatist Baptists who wanted
to appoint slaveholders as missionaries.

It is not the only reckoning ahead of
them. An investigation by the Houston
Chronicle published in 2019 found more
than 700 cases of sexual abuse in SBC
churches over two decades. Mr Litton and
other nominees for the post—including Al

Mohler, president of Southern Baptist
Theological Seminary—will have to con-
front these issues as their numbers shrink.
After peaking at 16.3m adherents in 2006,
the sBc has lost nearly 1.8m members.
Several prominent black pastors left
after a group of seminary presidents,
among them Mr Mohler, declared in No-
vember that critical race theory—a collec-
tion of thinking on racism that originated
with legal scholars—is “incompatible”
with sBc doctrine because it purportedly
replaces the gospel with race as the frame-
work for understanding human nature.
The sBc’s National African-American Fel-
lowship agrees that some aspects of the
theory do conflict with their theology. But
they say the presidents’ inflexible position
dismisses “the lived experiences of Afri-
can-Americans and other ethnic groups”.

The gospel according to Kendi

Critical race theory has sparked heated de-
bate before. A resolution at the sBC's last
annual gathering that affirmed its utility as
an “analytical” tool prompted a faction of
Southern Baptists to create their own net-
work of conservative churches. They are
supporting one of their leaders, Mike
Stone, for sBc president. Mr Litton laments
that people who speak about racial issues
are labelled as liberals or Marxists. “Critical
race theory is being touted as a baseball bat
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to beat people up,” he says.

In recent weeks debate has turned to
women’s place in the church, after Beth
Moore, a popular Bible teacher, announced
she no longer identifies as a Southern Bap-
tist. For nearly 30 years she inspired wom-
en to study the Bible; her books are in the
homes of millions of Southern Baptists. In
2018 Ms Moore recounted how she had
been ridiculed for being a female leader
within conservative Christianity. But her
criticism of Donald Trump made her a pari-
ah. A survivor of sexual abuse, she was per-
plexed Christians would put on a pedestal
a man who boasted about groping women.

Ms Moore’s departure reflects wider
concerns about how women who have sur-
vived abuse are treated. “Not only are their
cries and pleas not heard, but oftentimes
they are actively villainised,” says Rachael
Denhollander, a lawyer and ex-gymnast
who initiated the criminal case against
Larry Nassar, a former doctor for the us
gymnastics team accused of sexually abu-
sing hundreds of women and children. At
their last annual gathering Ms Denhollan-
der challenged convention leaders to be-
lieve victims and stop predators. The SBC’s
decentralised structure has hampered ef-
forts to create a registry of offenders.

Controversy also surrounds doctrines
on sexuality that create power imbalances
between men and women notably “com-
plementarianism”, according to which
men and women are equal but have dis-
tinct roles. Only men can preach and be
pastors; women can teach but not preach.
After leaving the sBc, Ms Moore apologised
forbeing “complicit” in teaching such doc-
trines as if they were essential to Christian
belief. She has not completely abandoned
complementarianism, but she says it
should not be a litmus test of evangelical
faith (many sBc pastors and leaders, by
contrast, believe that someone who rejects
complementarianism also rejects the au-
thority of the Bible).

Fears of liberalism creeping into the
SBC are probably misplaced. An analysis
from Ryan Burge, from Eastern Illinois
University, shows that more Southern Bap-
tists believe in the literal interpretation of
the Bible than ever. A survey from Lifeway,
the sBC’s publishing arm, found that since
2016 pastors have grown hesitant to preach
on race. One pastor, who spoke on condi-
tion of anonymity, said he was asked to re-
sign for his emphasis on confronting rac-
ism. “We know you are passionate about
racial reconciliation,” he was told, “but our
church is not the platform for that.”

Mr Litton says discussions over critical
race theory and the role of women matter,
but they can be harmful if they supersede
agreement on the essentials of the faith,
such as the gospel. “When theological de-
bate is the centre of Southern Baptists’ life,
itis not good,” he says. m
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Lexington | The Great Game
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The European Super League was a miserable effort at Americanising Europe’s favourite sport

IT HAS BEEN a bad month for imperial hubris. First Joe Biden ad-
mitted the failure of America’s effort to export liberal democracy
to Afghanistan. Now European football fans have rejected another
attempted American export, in the form of the reviled European
Super League, even more crushingly.

Most Afghans were ambivalent about America’s democratis-
ing. By contrast, the response of European players, coaches and
fans to the effort to export the American sporting model was
unanimous and furious. A former captain of Manchester United
(owned by the Glazer family, who also own the Tampa Bay Bucca-
neers), described the League as a “criminal act” against the fans.

The captain and manager of Liverpool football club, which is
mostly owned by the American investor John Henry, owner of the
Boston Red Sox, also condemned it. Supporters of some of the 14
leading English football clubs which were to be excluded from the
scheme burned Liverpool shirts. After joining a panicked retreat
from the league this week, 48 hours after it had been announced,
Mr Henry issued a grovelling apology to his team’s fans: “I'm sorry
andIaloneam responsible”. That was more mollification than Red
Sox fans got, after he offloaded theirbest player, Mookie Betts. And
Mr Henry was right to offer it. English football clubs are even more
reliant on gate revenues than Major League Baseball (MLB). And
their fans are even more zealous and less forgiving than the Red
Sox Nation—Ilet alone the usual peripatetic American sports fan.

As in Afghanistan, the American investors were wilfully igno-
rant of an alien culture. Local allies, in the form of Real Madrid’s
president, Florantino Perez, and Juventus’s chairman, Andrea Ag-
nelli, proved unreliable guides to the natives. (Disclosure: Exor,
which is a big shareholder in Juventus, also owns a stake in The
Economist’s parent company.) The League was pitched as a mid-
week addition to its members’ current fixtures, to provide more
games among Europe’s best. It would have eaten into their domes-
tic commitments, however, offending local fans. Such stresses are
routine in America’s franchise system, which the league resem-
bled; they were anathema to Europe’s sporting culture.

The American system is a century-old marketplace of rival
sports leagues, often founded by entrepreneurs, which vie to at-
tract investors to their city-based franchises. MLB, a merger be-

tween the National and American leagues, is the result of one such
rivalry. The churn of leagues and franchises inherent in this sys-
tem explains the fluidity of American fandom. The Washington
Nationals, a franchise of the National League, began as the Mon-
treal Expos and is the capital’s fourth major baseball team; the oth-
er three folded or moved on. By contrast, the basic unit of Euro-
pean sport is not the league but the club, an institution that tends
to be much older and more locally rooted than any franchise, and
far more fervently followed.

Most leading English and many Spanish and Italian clubs are
over a centuryold and ripple with local associations and mytholo-
gies. Liverpool’s main rival is not Manchester but Everton, whose
stadium is a mile from its own. Barcelona’s team is synonymous
with the cause of Catalan nationalism. The hierarchy of governing
bodies the clubs submit to is essentially a means to manage their
pre-existing rivalries. The Super League promised to obliterate
much of this. It would have undermined the hierarchy and scram-
bled the rivalries while delivering sport devoid of meaning—asso-
ciation football without the all-important associations.

At the 125-year-old heart of pan-European competition is an
understanding that qualifying for it is a reward for success in the
domestic contests that local fans care about most. Not even sup-
porters of the dozen Super clubs want to bypass that. “We want our
cold nights in Stoke” read a banner carried by a Chelsea fan, prot-
esting against his team’s partin the league. Even more offensive to
such fans was a reasonable assumption that the contest had not
been designed with them in mind, but for millions of foreign fans,
in Asia and America, who care less about such details. In Ameri-
ca’s rapacious sports market, where a new fan is as valuable as an
old one, this would be normal; in European football, it was heresy.

The other big reason for the scheme’s fate was also evident in
America’s failed state-building: it did not even reflect the
strengths of the American system it was channelling. Americawas
doomed in Afghanistan from the moment it pushed a rigidly cen-
tralised governing system, which fostered regional anger and cor-
ruption; Americans, let alone Afghans, would have gone to war
with it. Similarly, the proposed league would have replicated the
investor-friendly closed structure of America’s leagues without
most of the compensatory measures, such as cross-subsidies and
rookie drafts, built into them to foster competition.

The putative league would have been an exhibition of elite
football, not a true contest, as was further underlined by the fact
that the participating clubs were not even the best in Europe, but
merely the richest. One of them, Arsenal, owned by the American
real-estate tycoon Stan Kroenke, is barely one of the best in Eng-
land. This would have represented another bastardising of the
American system. Shorn of true competition, the league would
have resembled baseball’s interminable, money-spinning post-
season without the long slog of the regular season that makes
sense of it. English football fansare notalone in needing their cold
nights in Stoke; baseball fans spend them in Pittsburgh.

A strategic review would be wise

America long ignored the signs it was losing in Afghanistan.
America’s football investors were also forewarned to tread careful-
ly. The mob that welcomed the reviled Glazers to Manchester
chanting “Die, Glazers, die!” was a definite hint. If they are wise,
they will now take a less interventionist role. They are unlikely to
withdraw, having mostly enjoyed decent returns. Indeed their hu-
bris was mainly greed. m
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Immigration to Canada

A wider welcome

VANCOUVER

The government wants more immigrants.

should gain entry

THE PAST year of lockdowns and travel
restrictions has been terrible for mi-
grants. In the first six months of 2020
members of the OECD, a club mainly of rich
countries, issued half as many residence
permits as they did the year before, a re-
cord decline. But one country is deter-
mined to buck the trend. In October Cana-
da’s government said it hoped to admit
1.2m new residents from 2021 to 2023,
equivalent to 3% of the population. The
targets for this year and next are a total of
100,000 higher than originally planned.

Even among high-immigration coun-
tries, Canada stands out. Australia has kept
its annual immigration target steady at
160,000. Employers in New Zealand
should give priority to training people al-
ready in the country, says its immigration
minister. Canada, by contrast, is gung-ho.
Immigration is “akey element” of Canada’s
economic recovery and its long-term pros-
perity, says Marco Mendicino, the minister
in charge of it. Without it, the country will
age. Within 15 years the ratio of workers to
pensioners will fall from three to two.

The pandemic has not just sharpened
Canada’s zeal to import foreign talent. It is
also changing the government’s idea of
what talent means. On April 14th Mr Men-

It is changing its ideas about who

dicino announced that Canada would open
pathways to permanent residence for
90,000 people with temporary permission
to stay. Most are workers in health care and
other “essential occupations”, which can
range from lorry drivers to bricklayers. The
rest are graduates of Canadian universi-
ties. That weakens a longstanding distinc-
tion between two types of foreigners: “per-
manent residents”, most of whom eventu-
ally become citizens, and people entitled
to work or study in Canada but who are
eventually expected to leave.

Temporary residents are vital to the
economy. Canada admits more of them
than the permanent sort (see chart on next
page). The country has 1.6m non-perma-
nent residents, estimates Syed Hussan of
the Migrant Workers Alliance for Change, a
pressure group. In 2018 700,000 foreign
students spent C$22.3bn ($18bn), the
equivalent of 1% of GDP. Other transient
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types staff care homes and harvest crops as
well as doing jobs that require more educa-
tion. Seasonal farm workers come to Cana-
da for eight-month stints for an average of
10-15 years, says Mr Hussan.

But temporary status has a dark side.
Many workers have permits that oblige
them to work for a particular employer,
which makes them vulnerable to abuse.
Last year 2,000 agricultural workers
caught covid-19 in Ontario, according to Mr
Hussan, after they were confined to the
farms where they worked. Even students
can suffer. Some who work as low-paid de-
livery people exhaust themselves compet-
ing to be named “managers”, an often spu-
rious title that improves their chances of
getting permanent residency. Worst off are
undocumented foreigners, many of whom
have overstayed their permission to re-
main in Canada, and whose numbers are
thought to be growing. Most have no enti-
tlement to health care or education.

Canada is choosy about who can stay.
Most offers go to “economic-class” mi-
grants (and their families) on the basis of
their ranking in a points system that scores
for education, fluency in English or
French, their profession and offers of a job
in Canada. The country’s foreign-born
population is the best-educated in the
OECD. In the next three years Canada also
plans to admit as permanent residents
roughly 175,000 refugees and 270,000 rela-
tives, mostly parents and grandparents of
people already in the country.

Tales of taxi-driving doctors prompted
Canada to tweak the points system to ad-
mit more people that employers want to
hire. But it still gives too much weight to
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» credentials, many experts think. And the
pandemic taught Canadians the value of
workers with less schooling. “They go out,
risk their lives, potentially contracting the
virus...so we have some food on the table,”
says Harald Bauder at Ryerson University.

Before the pandemic the government
had begun to give temporary migrants
more chances to settle down. Since 2008 it
has offered permanent residency to work-
ers with experience in the country, provid-
ed they are skilled and speak one of its lan-
guages. Under pilot schemes it also gives
5,500 residency permits a year to care
workers and 2,750 to agricultural workers
(though not seasonal ones). But now the
government is becoming more flexible. In
February it invited 27,000 people in the
country to apply for permanent residency
under its “Express Entry” programme for
economic migrants. To do so it cut the
number of points needed to qualify from
an average of 461to 75, the lowest ever.

The flow of migration is likely to return
to normal by early next year. But the shift
towards what Mr Mendicino calls “a fast,
innovative and inclusive pathway to per-
manent residence” may last. Some immi-
gration advocates want the government to
go much further. Jenna Hennebry of Wilf-
rid Laurier University in Waterloo, Ontar-
io, points out that workers who take Mr
Mendicino’s new pathways will still have
to speak decent English or French. She
fears they are a “fleeting move of conve-
nience” to meet the new targets.

Even so, these changes will transform
many a life. Carla Martinez, who arrived
from Mexico in 2017, hopes to be among
the 30,000 essential workers to get perma-
nent residency under the new scheme. In
her first job as a carer she worked “12-14-
hour days with no overtime and no week-
ends”. She later found “the dream family”
to work for. But she wants to become a
physiotherapist. As a temporary resident
she would pay C$90,000 for her training.
With permanent status, it would cost just
C$15,000. “Iwish I could have been doing it
by now,” she says. ®
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Vaccine queue jumping

Kicking covid

Footballers have never been so eager to
get a booking

OOTBALL FANS are used to moments of

magic from Lionel Messi. Earlier this
month the Argentine forward produced yet
another clinical finish—this time off the
pitch. On April 13th Mr Messi helped to
score 50,000 vaccines for Conmebol, the
South American football confederation,
after sending three signed shirts to Sino-
vac, a Chinese pharmaceutical company.
Conmebol says its goal is to jab all profes-
sional players ahead of the Copa América
tournament this summer. But the ball is
not in the back of the net just yet. For one
thing, five of the confederation’s ten mem-
bers, including Argentina, a co-host of the
tournament, have yet to approve the use of
the Sinovac vaccine.

Mr Messi’s is not the only attempt to
win footballers early jabs. In Mexico 19
players from Rayados, a team in Monter-
rey, flew to Dallas to get injected this
month. Several from its local rivals, Tigres,
also crossed the border to get an appoint-
ment. The Mexican government promised
to vaccinate the men’s and women'’s foot-
ball teams and their staff if they qualified
for the Olympics (only the men did so). In
Brazil Athletico Paranaense is not only
pledging vaccines for its players and staff,
but for its entire paying fan base. Many
clubs have lost members, says Andrew
Downie, a sports journalist (who has occa-
sionally written for The Economist). The
jabs are a way of enticing back fans.

In a region with both horribly high
numbers of covid-19 deaths and slow vac-
cine roll-outs, injections are a prize worth
winning. In Mexico the roll-out has been
politicised by Andrés Manuel Lopez Obra-
dor, the president. He decided to initially
give vaccines to people in rural, poorer ar-
eas rather than those most at risk of dying.
Mexicans who can afford to do so are get-
ting the vaccine in Texas. In Brazil Jair Bol-
sonaro, the covid-sceptical president, has
said he wants to make it easier for corpora-
tions to buy vaccines—a move many Bra-
zilians view as a way to shift the goalposts
for the privileged. In February the revela-
tion that ministers in Argentina, Ecuador
and Peru had got themselves and their
friends jabbed early stirred outrage.

In contrast, the popularity of football-
ers has not yet taken a dive. In Mexico pub-
lic opinion has softened as more and more
people, not just the super-rich, cross the
border to get jabbed. “It’s no longer taboo,”
says Andrés Diaz, a football journalist who
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The shirt off his back

is thinking of making the trip himself, now
that it has become clear that states such as
Texas are more than happy to give out sur-
plus vaccines. Footballers may be better in-
oculated than politicians against charges
of “vip immunisation”. A survey in 2018
found that 61% of Mexican and 50% of Bra-
zilian respondents said they trusted pro-
fessional athletes and footballers; only 13%
and 7% respectively said the same for poli-
ticians. Still, putting young, fit footballers
ahead of society’s most vulnerable could
turn out to be an own goal. ®

Guatemala’s courts

Domino effect

MEXICO CITY
The country is backsliding on efforts to
curb corruption

VER THE past decade Gloria Porras, a
Ojudge on Guatemala’s constitutional
court, has earned a reputation for fearless
independence. It came as little surprise to
some, then, that on April 13th Congress re-
fused to confirm her nomination for a
third five-year term. The move is the latest
effort to oust Ms Porras, who has faced a se-
ries of lawsuits from groups believed to be
acting on behalf of corrupt politicians,
smears in the media and attempts to strip
her of her immunity as a judge.

Resistance to crusading judges is grow-
ing. The constitutional court is the prim-
ary target since it deals with politics and
crime. Ms Porras often ruled against the
rich and in favour of the marginalised. She
boosted the rights of indigenous people,
who make up at least 40% of the popula-
tion of 18m. She also helped block a con-
gressional proposal to provide amnesty for
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» crimes against humanity.

The backsliding started under the ad-
ministration of Jimmy Morales, president
from 2016 to 2020. In 2019 he refused to re-
new the mandate of cIcIG, a UN-backed
commission that successfully prosecuted
dirty politicians and businessmen. But Ms
Porras says pressure on her has intensified
since Mr Morales’s successor, Alejandro
Giammattei, took office.

The judicial system has been hindered
in other ways, too. In 2009 a law was adopt-
ed to bring transparency to the committees
that appoint judges to the Supreme Court

and Courts of Appeal. But according to the
Washington Office on Latin America (WO-
LA) a human-rights lobby group, the pro-
cess has been marred by conflicts of inter-
est and criminal manipulation. For exam-
ple, an increasing number of law schools
have been created to try to influence which
judges are picked (the committees are par-
tially drawn from these schools). Last year
the special prosecutor’s office against im-
punity, a state body, suggested that a busi-
nessman in pre-trial detention for corrup-
tion had attempted to rig the selection pro-
cess. Congress, as the blocking of Ms Por-

After the myth, the grim facts

Cuba has a new leadership. It will have to deliver results, fast

NSCONCED IN ITs island fastness 100

miles from Florida, Cuba’s commu-
nist regime has outlasted countless
premature obituaries. All remained calm
when Fidel Castro was takenill in 2006
and handed over the reins to Raul, his
younger brother. It did, too, when Raul
turned the presidency over to Miguel
Diaz-Canel, his hand-picked successor,
in 2018. Ata Congress of the ruling Com-
munist Party on April 16th-19th Raul also
relinquished command of the party to Mr
Diaz-Canel, a 61-year-old apparatchik. A
new, slightly younger leadership has
seamlessly taken over, under the slogan
“unity and continuity”. Yet the fact that
the party had to proclaim that nothing is
changing suggests that beneath the
surface it worries that things might.

For almost half a century Fidel ruled
with communist dogma and erratic
Caribbean charisma. Raul set about
tidying up the mess he inherited. He
launched a cautious economic reform,
under which some 600,000 of the work-
force of 4.8m are self-employed orin
co-operatives. He allowed Cubans to buy
houses and mobile phones, and to use
the internet. With Barack Obama he
re-established diplomatic ties with the
United States. He separated the roles of
party and government and introduced
term limits. The Congress completed this
rationalisation. Raul’s fellow geron-
tocrats have left the ruling politburo
(though Raul’s son and son-in-law hold
powerful military jobs). José Ramdn
Machado Ventura, a Stalinist enforcer
who was second secretary, has gone but
not been replaced. That leaves Mr Diaz-
Canel free to reshape the party’s ranks.

With all trace of the charismatic
authority wielded by the Castro brothers
gone, the new leadership will be judged
purely by results. Its problem is that

there are few of these. True, the regime has
handled the covid-19 virus effectively,
thanks to its prowess in public health. But
the pandemic has halted tourism and
hammered an already weak economy.
Declining aid from Venezuela, the impact
of additional American sanctions under
Donald Trump and long-standing in-
efficiencies have combined to squeeze
imports and cause widespread shortages.

This prompted Mr Diaz-Canel to imple-
ment, on January 1st, a long-delayed unifi-
cation of the two national currencies, and
with it a huge devaluation. This is de-
signed to force state companies to become
more efficient and encourage them to
export more. It has set off inflation which
may reach 500% this year and could cause
real wages to fall by 15%, reckons Pavel
Vidal, a Cuban economist. This is an irre-
versible step. “There are only two possible
paths: either progress in structural re-
forms and openness, or an unravelling,”
Mr Vidal argued in a recent report.

Until now the incipient private sector
has amounted to little more than a subsis-
tence economy. Many economists expect-
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ras’s confirmation shows, is also biased. It
barred another judge, Néster Vasquez,
from taking his seat on the constitutional
court. Other judges on the court have close
links to the president: one of them, Leyla
Lemus Arriaga, was his chief of staff.

This will further weaken the rule of law
in Guatemala, one of the factors behind the
migration of its citizens northwards. “The
constitutional court was one of the last
checks and balances in the country,” says
Adriana Beltran of woLA. The abuses that
will follow its taming are yet another rea-
son to leave. W

ed the Congress to authorise private
small and medium enterprises (SMES).
No such luck. Warning against “greed”,
Radul said sternly: “there are limits we
cannot cross” because they would lead
“to the destruction of socialism itself”.
Nevertheless, the message from the
Congress was that economic reform
won't stop, says Ricardo Torres, an econ-
omist at the University of Havana. He
thinks sMEs will be gradually allowed,
starting with food production and I1T.

In a society infantilised by paternal-
ism, younger Cubans are digitally con-
nected and impatient. The past few
months have seen unprecedented de-
monstrations for more cultural freedom
by artists and activists. These groups
include environmentalists, anti-racists
and feminists. They are hard to dismiss
as agents of “imperialism”, though Mr
Diaz-Canel tried to. The regime is con-
trolling this “the traditional way, with
repression, constantarrests and perma-
nent police harassment”, according to
Rafael Rojas, a Cuban historian in Mex-
ico. The Congress hinted at tiny chinks of
greater openness: the party’s rigid ideol-
ogy chief was replaced by Rogelio Po-
lanco, a more “flexible” figure, says a
party source. And Mr Diaz-Canel offered
talks with young people and intellectu-
als, though they want much more.

The iron control of the Cuban police
state is not immediately threatened. But
frustration is growing. “Much more than
before, people are saying they want to
leave,” says a young teacher. Thatis a
problem in a country whose population
is declining. When post-revolutionary
generations came to power in China and
Vietnam they made sure that their peo-
ple felt the benefits of economic growth
through state capitalism. Mr Diaz-Canel
will ignore that lesson at his peril.

35
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Covid-19 in Africa

Doses of scepticism

FREETOWN, JOHANNESBURG, KINSHASA AND LILONGWE

Africa’s vaccination drive is off to a slow start—and not just because of scant

supplies of inoculations

S A NURSE in Lilongwe, the capital of

Malawi, Linda Banda is at the front of
her country’s queue for a covid-19 vaccine.
But she is wary. “I'm not sure it’s a safe
move,” says the 26-year-old.

Such attitudes are complicating Mala-
wi’s plans. The country received its first
vaccines on March sth. Seven weeks later it
has used only about half of its 512,000 dos-
es, most of which came via covAax, an alli-
ance co-led by the World Health Organisa-
tion (WHO). About 16,000 doses are set for
the incinerator after expiring last week.

African countries can ill afford to waste
vaccines. Just 6m doses have been admin-
istered in sub-Saharan Africa, fewer than
in New Jersey. Globally 13% of adults have
received a first dose, versus 1% in the re-
gion (see chart on next page).

covax, which has supplied most of Af-
rica’s doses, has been hampered by India’s
restrictions on vaccine exports (see Asia
section). Yet supply is not the only pro-
blem. Many African countries are strug-
gling to use their doses because of opera-
tional failings and low demand. Africa
cDC, a public-health body, wants 60% of

the continent vaccinated by the end of next
year. The target looks increasingly ambi-
tious. If it is not met there could be dire
consequences for Africa—and, potentially,
the rest of the world.

Forty-seven of Africa’'s 54 countries
have started a vaccination drive. Some
have done so efficiently. Angola used on-
line registration. Rwanda surveyed village
elders so it knew where to find priority
groups. It distributed doses to more than
500 health centres within days of receiving
them on March 3rd. Ghana, which has ad-
ministered nearly 9o% of its jabs, drew on
its experience in 2018 of vaccinating 6m
people in a week against yellow fever. Vol-
unteers were recruited from institutions
such as Rotary clubs. Drones carried vials
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to remote parts.

Yet of the 45 countries for which the
WHoO has data, 32 have used less than half of
their vaccines. A few, like Zambia, received
covaXx deliveries only this month. But
most have had supplies forlonger. Uganda,
which has dispensed just 24% of its stock,
delayed starting for about ten days and has
been slow to distribute doses. An ad hoc
approach is common. During an event at
the Gambian president’s residence, he and
cabinet ministers got a jab. “Then they
ended up vaccinating everyone, including
the cleaners,” says one observer.

Mamunur Rahman Malik of the wHo in
Somalia says countries are using the
wrong approach. Somalia has done little
outreach and instead relies on people
showing up to sites, some of which are
closed for Ramadan. It has wrongly as-
sumed that organising covid-i9 shots is the
same as, say, measles jabs. “But this is not
like mothers bringing their children.”

A lack of money is making matters
Worse. CARE, a charity, reckons that for ev-
ery $1 spent on vaccines, another $5 is
needed to make sure they reach arms. co-
VAX says it needs about another $3bn to
carry out its plans for buying and deliver-
ing vaccines this year. In October the World
Bank pledged Si2bn for vaccines and their
roll-outs globally, butas of April 20th ithad
approved projects worth only $2bn. Just
seven of them are in Africa.

Logistical difficulties are coupled with
vaccine hesitancy. In a five-country survey
published on March 9th by Afrobarometer, pp
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» a pan-African pollster, an average of 60% of
respondents said they were unlikely to try
to get vaccinated. After starting with simi-
lar eligibility criteria to the West, most
countries have expanded who can get
jabbed. Strange as it may seem for a conti-
nent with so few vaccines, in many coun-
tries anyone wanting a dose can get one.

Hesitancy has several causes. A 15-
country survey by Africa cpc last year
found that half of respondents believed co-
vid-19 was planned by a “foreign actor”.
One-third thought that vaccine trials had
killed African children. Such falsehoods
spread rapidly on WhatsApp. They can also
be amplified by religious leaders. In Nige-
ria powerful pastors such as Chris Oyakhi-
lome have spread misinformation.

The main vaccine available to African
countries has not helped. Roger Kamba,
the head of the anti-covid taskforce in Con-
go, blames its nearly two-month delay on
the need to assure people following Euro-
pean decisions about the AstraZeneca jab.
“We are telling people to take the vaccine
but they seeall the time on Tv that there are
problems with it.”

Hesitancy also has prosaic causes. For
many Africans covid-19 is simply not a big
deal. Official caseloads and death tolls are
relatively low. Unlike in rich countries,
there is no talk of needing a vaccine to go
aboutdaily life. “I did not, at any point, de-
ny the existence of covid-19, but what I
doubt s its existence in Sierra Leone,” says
Mohamed Kabia, a student in the west Afri-
can country (official death toll: 79).

African  epidemiologists such as
Charles Wiysonge of the South African
Medical Research Council argue that de-
mand will respond to supply. “Hesitancy is
partly a function of so few doses.” It is hard
to run mass vaccination campaigns with-
out masses of vaccines. Even successful
countries do not know when they will be
able to give second doses. “We have a plan

—
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but no supply,” says Anthony Nsiah-Asare,
health adviser to Ghana’s president.

John Nkengasong, the head of Africa
cDc, laments that just 1% of the vaccines
used in Africa are manufactured on the
continent. For the time being it is mostly
reliant on two sources: covax and the Afri-
can Union’s deal with Johnson & Johnson
(J&J), which has agreed to provide 220m
doses. But when they will arrive is unclear.

Some governments are looking at other
options. Having declined to use the Astra-
Zeneca vaccine, South Africa has belatedly
signed its own deals with j&J and Pfizer.
The Sinopharm vaccine has been approved
by 11 African countries, but others are wary
because the wWHo is still reviewing it. Gov-
ernments are struggling to get Russia to
send doses of the Sputnik vaccine.

Kwaku Agyeman-Manu, Ghana’s health
minister, says he has had more than 50
meetings with businessmen who say they
can get doses. A middleman “from the
Middle East” brought 16,000 Sputnik doses
to Accra, he says. Much better would be for
countries with excess doses to give or sell
them to countries like Ghana. Sadly he has
received little response from such places.
“No oneis listening,” he sighs. ®

Chad

The dictator dies

N'DJAMENA AND DAKAR
The long-time strongman is killed by
rebels, threatening to rock the region

IS PRESIDENCY started with a rebel-
lion. It also ended with one. On April
20th television stations in Chad interrupt-
ed their normal broadcasts to show a room
full of men in uniform—medals gleaming
and red berets neatly pressed—where an
army spokesman announced the death of
Idriss Déby, who had ruled Chad for 30
years. The announcement came just hours
after election officials provisionally de-
clared Mr Déby the winner of a flawed pres-
idential election held on April 1ith. Mr Dé-
by, who came to power after mounting a
coup in 1990, reportedly died after being
injured on the battlefield while visiting
troops fighting a rebel incursion that be-
gan on the very day of the election.
Although the exact circumstances sur-
rounding Mr Déby’s death are not yet clear,
the transfer of authority that followed it is
highly irregular. The government and par-
liament have been dissolved and a military
council led by Mr Déby’s 37-year-old son,
Mahamat Idriss Déby, has taken charge. By
ignoring the constitution, the army has in
effect staged a coup. It says it will rule for 18
months until “free and democratic” elec-
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tions can be held. That may be too long for
many people in Chad. “We don’'t want a
militarised Chad any more” says Bienfait
Djiedor, a 31-year-old student in N'Djame-
na, the capital. “We want a democratic
Chad..where reason rules, not force.”

During his three decades in power Mr
Déby brought neither democracy nor de-
velopment. Instead he cracked down on
opponents, protesters and the press. The
recent election was no exception. Witness-
es told Human Rights Watch (HRW), a mon-
itoring group, that in February police beat
peaceful protesters with whips and sticks.
In March police officers reportedly drove
into a car taking injured demonstrators to
hospital, and then pulled the passengers
out and hit them. Another protester told
HRW he was tortured with electric shocks
at the police headquarters. An attempt to
arrest an opposition candidate, Yaya Dillo,
ended in a shoot-out that he says killed his
mother and u1-year-old son.

Although the country has earned bil-
lions of dollars from oil, a fifth of its chil-
dren die before they turn five. Yet Mr Déby
proved adept at winning friends in the
West, forming alliances with France and
America, which saw him as an ally in the
fight against jihadists. France has a large
military base in Chad. Operation Barkhane,
its 5,100-strong military force roving the
Sahel, has its headquarters in N'Djamena.
“France loses a courageous friend,” la-
mented the French government in a state-
ment after Mr Déby’s death.

Thedictator’s demise islikely to rockan
already tottering government beset by op-
position on many fronts. Since 2015 the ji-
hadists of Boko Haram have been attacking
across the border from neighbouring Nige-
ria and Niger. Their atrocities have pushed
thousands of Chadians from their homes.
The government has also faced repeated
incursions by rebels based in Libya and Su-
dan. In 2019 fighters advancing from Libya
towards N'Djamena were halted only after
French aircraft bombed them.

This month’s rebel attack seems to have
pushed deep into Chad, with fighting re-
ported some 300km north of the capital.
Despite this, France has so far refrained
from direct involvement, apparently offer-
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» port instead. French reluctance to inter-
vene more forcefully may have been cru-
cial. Besides Chad’s president, the rebels
claim also to have killed 14 other senior of-
ficersin recent fighting.

The third front where the government
has been battling is in the capital itself, re-
cently roiled by repeated protests. Police
and demonstrators clashed in February ov-
er Mr Déby’s decision to run for a sixth
term, and again this month in the run-up
to the election. Opposition leaders have
denounced the seizure of power by Maha-
mat Idriss Déby as a coup. In a statement
America also emphasised the need for a
transition “in accordance with the Chadian
constitution”, which calls for the head of
the National Assembly to take over and to
hold elections within go days.

That contrasts with France, which has
simply muttered warily about the need to
“establish an inclusive, civilian govern-
ment” aftera “limited period”. The younger
Mr Déby will probably maintain a close re-
lationship with France and keep support-
ing Western efforts to fight jihadists in the
Sahel, says Nathaniel Powell, a military
historian at Lancaster University in Brit-
ain. At the request of Emmanuel Macron,
France’s president, Chad recently sent
1,200 soldiers to help fight jihadists in Bur-
kina Faso, Mali and Niger.

But the crisis at home may require
those forces to come back. The opposition
is ready to take to the streets again. Rebels
from the north, who claim to be fighting
for democracy, are promising to march on
the capital. Divisions are appearing in the
army, with one general denouncing the
transition as a “coup”. Hence there is “a real
fear of civil war”, says Cameron Hudson of
the Atlantic Council, an American think-
tank. “We are afraid,” says Ramadan Maha-
mat, a 37-year-old teacher in N'Djamena.
Every Chadian is asking one question:
“Whatis going to happen to us?” |
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The late Déby as a young rebel

Stateless in Zimbabwe

Papers, please

Legacies of old laws leave thousands
of Zimbabweans stateless

OTSHIWE DUBE gave birth toall seven of

her children at her home. This was not
because she wanted to. Nor was it because
there was no hospital in Tsholotsho, her
home town in Zimbabwe. It was because
she is stateless. Without papers proving
she is Zimbabwean, she cannot gain ad-
mission to a hospital.

Ms Dube lost her identification docu-
ments in 1983. At the time, the army was
carrying out massacres of her ethnic
group, the Ndebele, some of whom were
deemed to have rebelled against the re-
gime of Robert Mugabe, Zimbabwe’s late
despot. Perhaps 20,000 Ndebele were mur-
dered. Many lost their papers when sol-
diers burned their houses down.

Under international law everyoneis en-
titled to a nationality. Of Zimbabwe's 15m
people, perhaps 300,000 are at risk of
statelessness, according to the UN's refu-
gee agency. Stateless people there are
“trapped in a vicious cycle of poverty and
marginalisation”, reports Amnesty Inter-
national, a watchdog. Without papers
“most can only secure precarious and low-
paid work” on farms or in mines.

The ruling party has long sought to dis-
enfranchise groups it suspects of not sup-
porting it. In 1984 it passed a citizenship
law that made it harder for people to prove
citizenship. It was widely used to render
Ndebele stateless—and therefore unable to
vote. When Ms Dube has tried to replace
her lost documents, registration officers
have repeatedly told her that they cannot
find her name in the system.

Excessive bureaucracy can make people
stateless, too. Zimbabwean hospitals have
to record all new births, but the process is
not simple. They must include details that
can only be verified with the mother’s birth
certificate. Rather than break this rule,
they often turn away pregnant women who
do not have such a document. This forces
those women to undergo risky births at
home, which then go unrecorded. Partly as
aresultof this, fewer than half of births are
registered. Not one of Ms Dube’s children
or grandchildren has an identity docu-
ment. Children without papers can be en-
rolled in school, but without an 1D card
they cannot officially complete it, go to
university or get a well-paid job. “Even cat-
tle are better, because they are recorded in
abook,” Ms Dube told Amnesty.

The consequences of statelessness are
far-reaching. Vimbai Munondinzweyi’s
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family has been in Zimbabwe for three
generations—her grandmother migrated
from Zambia. But she has no papers be-
cause her mother and grandmother had
none. Her dreams of becoming a lawyer
were cut short after she had to drop out of
school and get married at 16. Her new hus-
band has papers but unless she has her
own, too, the children she wishes to have
will one day face a similar fate to hers.

Atindependence in 1980, Mugabe’s gov-
ernment promised that anyone born in
Zimbabwe would automatically be a citi-
zen. But it quickly tightened the rules to ex-
clude those whose parents came from else-
where. That affected a lot of people. During
the colonial period 20-30% of farm work-
ers were migrants from nearby countries
such as Malawi, Mozambique and Zambia.
Their descendants, some of whom were
stripped of Zimbabwean citizenship under
Mugabe, had often lost ties to the countries
their families had migrated from, and be-
came stateless.

A constitutional amendment in 2001
empowered the state to revoke the Zimba-
bwean citizenship of people who had
merely a potential claim to citizenship of
another country. This was partly aimed at
white farmers, some of whom were bank-
rolling a new opposition party. But it af-
fected descendants of migrants from just
about anywhere.

The amendment was revoked in 2013,
and dual citizenship is now allowed. But
people withoutdocuments still find it hard
to prove who they are. The government has
tried to use mobile registration centres to
help people get identity cards. But without
the data needed to retrieve lost documents,
workers at the centres don’t have the pow-
er to confer citizenship, so entire families
have given up. They register businesses
under their friends’ names, they travelille-
gally if they must, and their deaths go un-
recorded, as if they never existed. W
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Saudi Arabia

The prince’s big bet

DUBAI
Loads of investment may transform the
economy—or drain the state’s coffers

IX YEARSago almost no one outside Sau-

di Arabia had heard of the Public Invest-
ment Fund (PIF), an entity that held gov-
ernment stakes in blue-chip firms and had
fewer employees than a typical supermar-
ket. Today it aspires to become the world's
largest sovereign-wealth fund. It spent bil-
lions last year on foreign investments,
buying stakes in Western oil firms and
cruise lines and even bidding for Newcas-
tle United, an English football club. At
home it is building resorts, a financial dis-
trict and a futuristic city on the Red Sea.

Sovereign-wealth funds in the Gulf are
meant to provide for a post-oil future. This
can be a contradictory task: they must act
as responsible stewards of oil wealth while
investing in risky projects to drive diversi-
fication at home. The PIF is trying to do
both simultaneously and at great scale. Yet
its boundless ambition risks running up
against the hard realities of maths.

On March 31st the crown prince, Mu-
hammad bin Salman, announced a plan to
invest 27trn rials ($7trn) in domestic pro-
jects over the next decade. These numbers
should be taken with a pinch of salt. Saudi
Arabia’s GDP last year was 2.5trn rials;
Prince Muhammad’s target would mean
absorbing annual investment the size of
the kingdom’s entire economy. Last year its
investment-to-GDP ratio was 27% (see
chart). He hopes foreign direct investment
will exceed $500bn over the next decade,
optimistic in a country where inflows to-
talled $106bn over the past decade.

The centrepiece of his announcement
was a scheme called Shareek (Partner),
which would see dozens of publicly listed
Saudi firms reduce their dividends and
steer 5trn rials into local investment. The
biggest of the bunch are Aramco, the state
oil giant, and sAaBICc, a petrochemicals
company owned by Aramco. Any dividend
cuts would thus land hardest on Aramco’s
majority shareholder: the Saudi state.

That would mean further pressure on
the budget, which shrank by 7% this year
and is increasingly consumed by recurring
items. In 2020 the finance ministry ear-
marked 173bn rials for capital expenditure,
17% of total outlays. Actual spending was
lower, an estimated 137bn rials, as projects
were cancelled or postponed amid low oil
prices and the pandemic. This year’s bud-
get allocates just 101bn rials (10% of expen-
diture) for capital spending.

Further investment comes from off-
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balance-sheet sources such as the PIF,
which says it will invest 150bn rials annu-
ally between 2021 and 2025 in everything
from agriculture to aerospace. This sort of
top-down development alarms some Saudi
businessmen, who worry that the fund will
crowd out the private sector.

For the crown prince, though, the PIF is
not moving fast enough. He wants the fund
to invest about $8oobn over the next de-
cade—twice its current level of spending.
His target also dwarfs the PIF’s current as-
sets, estimated at $400bn. To raise more
capital, Prince Muhammad said in January
that the government could sell further
tranches of Aramco stock and transfer the
money to the PIF. Aramco’s balance-sheet
has seen better days, though: net income
last year was $49bn, which forced it to bor-
row to pay a $75bn dividend (a payout it
guaranteed during its initial public offer-
ing). The pIF could sell stakes in other
firms to locals, meaning Saudi investors
would finance it. In March it agreed to bor-
row $15bn from foreign banks, the third
time since 2018 it has taken on debt.

The pIF is not the only fund eyeing rap-
id growth. Mubadala, a sovereign-wealth
fund of Abu Dhabi, one of the seven United
Arab Emirates (UAE), went on a spending
spree in 2020. It sank money into tech
firms poised to profit during the pandemic
and is now looking at fresh investments in
America, hoping to capitalise on President
Joe Biden’s plan to spend $2trn on infra-
structure. But Mubadala has been more
cautious about deploying capital at home.
The UAE has only 1m citizens, and most of
GDP and government revenue derive from
things other than oil.

Prince Muhammad is gambling on a
rapid transfer of wealth: money that has
accumulated for generations in state cof-
fers will flood the Saudi economy in a de-
cade. The urgency is needed after decades
of sluggish policymaking. But it is a risky
bet. So much investment might help in-
dustries such as tourism and tech. But it
might just as well empty the PIF’s coffers
simply to buy a herd of white elephants. m
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Daily disasters

DUBAI

Why trains keep crashing

THE IMAGES are so familiar as to be

almost mundane: a carriage flipped

on its side like a child’s toy; passengers
scrambling to help survivors. On April
18th a train derailed near the Egyptian
city of Toukh, north of Cairo, killing 11
people and injuring almost 100. It was
the third serious accident in less than a
month, including a collision between
two trains that killed 19 people.

The official response was equally

routine. Abdel-Fattah al-Sisi, the presi-
dent, formed a committee and prom-
ised to compensate the victims. The

co

nductor was detained. The transport

minister, Kamel al-Wazir, a former
army general, shuffled some top jobs at
the railway authority. He did not sack
himself, saying he would be a “traitor”
if he quit his post.

Egyptians could be forgiven for

cynicism. Their country has an appall-
ing number of railway accidents. There
were more than 2,000 in 2018, the most
recent year for which data are available.
Mr Wazir took charge in 2019, after a
train slammed into a buffer at Cairo’s
main station and exploded.

Decades of underinvestment mean

infrastructure is fraying. The average
locomotive is 30 years old. Workers are
poorly trained and overworked. Drug

us

e is a problem, particularly of trama-

dol, a cheap opioid. In March the World

Ba

nkannounced a $440m loan to fix up

the network, which should help—if
spent wisely. But the national railway
has a habit of steering dubious con-
tracts to army-backed firms.

Sa

dly routine
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Europe

» tom-up approach. It created a 52-member
“high-level expert group” to develop its
proposals, collected further input via an
“ar alliance” of interested parties and pub-
lished a white paper on which everybody
could comment online (1,250 groups and
individuals did so). The result is a docu-
ment of more than 100 pages with 85 arti-
cles and no fewer than nine annexes that
tries both to mitigate the potential harm of
Al and to maximise its opportunities—al-
most to a fault, as the many exceptions and
exceptions to exceptions show.

Rather than regulating all applications
of A1, the EU’s rules are meant to focus on
the riskiest ones. Some will be banned out-
right, including services that use “sublimi-
nal techniques” to manipulate people.
Others, such as facial recognition and
credit scoring, are considered “high-risk”
and so subject to strict rules on transparen-
cy and data quality. As with GDPR, penal-
ties for violations are stiff: up to €3om
($36m) or 6% of global revenues, whichev-
er is higher (in the case of a firm as big as
Facebook, for example, that would come to
more than $5bn).

Even more than usual, however, the
devil is in the details. Facial recognition for
the purpose of law enforcement in public
places, which raises the spectre of perva-
sive surveillance, is prohibited, but only if
itisdone inreal time and barring any other
“substantial public interest”, such as find-
ing missing children. All high-risk AI ser-
vices must be tested for legal conformity,
but this can often be done by the provider
itself. And EU member states are encour-
aged to create regulatory “sandboxes”, in
which firms can try out novel services
without fear of being hit by a penalty.

Unsurprisingly, many interested par-
ties are unhappy. Human-rights advocates
criticise mushy language and loopholes.
“There’s a real question-mark over wheth-
er the regulatory framework is robust
enough,” says Sarah Chander of European
Digital Rights. In contrast, business groups
complain about the regulatory burden. The
law will “limit the areas in which A1 can re-
alistically be wused”, warns Benjamin
Mueller of the Centre for Data Innovation,
a think-tank supported by tech firms.

Much will still change in a legislative
process that will take years, perhaps even
longer than the four years it took GDPR to
get from proposal to adoption. But even if
things move faster, the EU may have a
harder time setting global rules, or at least
strict ones, says Anu Bradford of Columbia
Law School, who has written a book about
the Brussels effect. In the case of some Al
applications, such as algorithms that can
be perfected without needing to be trained
using massive inputs of data, providers
may decide that offering special versions
in Europe is worth their while. And having
been rather surprised by the success of

GDPR, lobbyists will redouble their efforts
to get their voices heard in Brussels.

Yet the fate of the “Artificial Intelligence
Act” (A14), as it could end up being called,
may well be decided in America. If GDPR
took the world by storm, it was partly be-
cause Congress not only failed to come up
with any data-protection legislation of its
own, but also did not bother to co-operate
with lawmakers in Brussels. The new ad-
ministration wants to do better, but so far
the transatlantic rapprochement in A1 and
other things tech is off to a slow start. Only
if both sides work together will they beat
back China’s ambitions for tech supremacy
and keep digital authoritarianism at bay. ®

Covid-19 and the Netherlands

Terraced grousing

AMSTERDAM
A pricey rapid-testing programme
rings alarms

IPPING A BEER 0N a pub terrace may be

the Netherlands’ holiest rite of spring.
But the country’s grim incidence of co-
vid-19, currently far higher than in Germa-
ny or Italy, has kept its pubs shut. As the
weather has warmed, cries of “open the ter-
rasjes!” have sounded ever louder in Dutch
politics, and this week the government
gave in. From April 28th cafés may open
outdoor seating (two people per table,
maximum) between noon and 6pm. Mean-
while the state is eyeing a more permanent
solution. It is funding pilot programmes to
explore whether rapid testing of patrons
can allow reopening of restaurants, muse-
ums, cultural events and the like.

The budget is huge: €1.1bn ($1.3bn)
through August, more than 0.1% of GDp. Of
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that, €2.7m goes to experiments this spring
with large-scale events such as theatre per-
formances and football matches. But crit-
ics say these are so flawed that they may
prove useless. Participants are asked to get
follow-up tests and report the results, but
only about four-fifths do, spoiling the re-
sults for epidemiologists. Oddly, the re-
searchers say they are not even trying to
study whether the events lead to more in-
fections, but only whether participants
follow social-distancing rules. Public doc-
uments do not specify the trials’ research
questions, as would be expected for a sci-
entific project. “It is completely unclear
what they are going to study,” says Maarten
van Smeden, an epidemiology professor at
the University Medical Centre Utrecht.

Neither do they explain the risk model
used to assess the danger of holding big
events during a pandemic. The “lateral
flow” rapid tests are less accurate than PCR
ones. Studies show they miss about 10-15%
of people with asymptomatic covid-19. In
areas where the virus is rife, some will get
through. This week the city of Breda can-
celled one of the planned trial events, a
music festival with 10,000 attendees,
when it became clear that dozens of infec-
tious people could be in the crowd.

Also worrisome is the way the pro-
grammes were organised. The initial lob-
bying came from vNo-Ncw, the national
business association. Rather than doing
the rapid testing itself, the government
contracted out the job to a type of public
trust called a stichting. That trust, Stichting
Open Nederland, which was set up in Feb-
ruary, has no independent board of super-
visors. Itis not clear how much control the
health ministry has over it.

Stichting Open Nederland granted a no-
bid contract to a private company, Lead
Healthcare, to set up testing infrastructure
and provide the first month’s worth of kits.
Experts argue that all this broke the rules.
“If the government outsources a task, it has
to do a public tender,” says Elisabetta Ma-
nunza of Utrecht University. Hugo de
Jonge, the health minister, has admitted
the procedure contravenes EU procure-
ment law, but said it was necessary for the
sake of speed. Yet urgent tenders can be ex-
ecuted in a few weeks.

The Netherlands has not handled the
pandemic well. Its lockdowns have been
hesitant and its vaccination programme
slow to get started. The government’s deci-
sion to reopen terrasjes (and to end a cur-
few in force since January) went against
the advice of its own infectious-disease
board, which is worried that hospitals are
nearing capacity. For most Dutch, the pri-
ority is getting vaccinated. They see the
government’s sloppy, expensive rapid-
testing programme as evidence that it pays
too much attention to placating interest
groups and not enough to public health. m
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Charlemagne | The Draghi delusion

Too much is being expected of the Italian prime minister

ITALIAN POLITICS has a saviour complex. In the 16th century, Ma-
chiavelli despaired that “Italy remains without life and awaits
the man..who is to heal her wounds.” In the modern era, redemp-
tion has taken peculiar forms. It once bore the appearance of Silvio
Berlusconi, a cruise-ship-singer-turned-media-mogul who prom-
ised to upend politics and instead ended up repeatedly in court. A
few years later came Matteo Renzi, a young reformer who over-
promised, under-delivered and then imploded. Now salvation has
appeared in the shape of Mario Draghi, a celebrated former presi-
dent of the European Central Bank, who became prime minister in
February. One Italian politician compared him to Christ.

Where once this saviour complex was an Italian affliction, the
rise of Mr Draghi has turned it into a European one. A decision by
Mr Draghi’s government to block vaccine exports by AstraZeneca
was applauded as a muscular approach to a company that had de-
fied the Eu. When Ursula von der Leyen, the first female president
of the European Commission, was banished to a sofa during a
meeting with Recep Tayyip Erdogan, Mr Draghi labelled the Turk-
ish president a “dictator”. Buyers of Italian bonds, a pernickety fo-
cus group, have sentyields onItalian debt tumbling. Diplomats re-
joice at the arrival of someone in Rome with whom they can do
business. Glowing portraits of Mr Draghi appear in the interna-
tional press. A new saviour had arrived, this time for all of Europe.

Great expectations of Mr Draghi are understandable. They
should, however, be tempered. At the ECB, he earned the nick-
name “Super Mario”. But running a central bank, even one as polit-
ically fraught as the Ecs, is different from running a country. The
ECB always had the powers required to fight the crisis; it just need-
ed someone with the political nous to wield them. At the ECB, one
can pull a lever and money comes out. In the Italian government,
one can pull a lever and find it is connected to nothing at all.

Italy does have a louder voice on the European stage thanks to
Mr Draghi. But this should not require a miracle. Italy is a found-
ing member of the club, its third-most populous country and its
third-biggest economy. Prior to Mr Draghi, it was not always treat-
ed as such. Power within the EU increasingly resides in the Euro-
pean Council, the regular summits of European leaders. In this
format, Italy’s carousel of changing prime ministers becomes a

weakness. Those riding it were often underqualified. Giuseppe
Conte, Mr Draghi’s predecessor, was an unknown lawyer before
rising to the highest sphere of European politics. Mr Berlusconi
was a tax-dodging clown with a penchant for sex parties. Com-
pared with this, statesmanship is easy.

If Mr Draghi enjoys a higher profile on the European stage than
his predecessors, it is because his fellow leaders have shrunk.
After 16 years as the centre of EU politics, Angela Merkel is becom-
ing a peripheral character as her retirement in September nears.
Where Emmanuel Macron once saw the continentas his stage, do-
mestic concerns increasingly trump European ones ahead of
French elections next year. The current heads of the main Euro-
pean institutions, meanwhile, were chosen for convenience rath-
er than talent. Itis not hard to rule a void.

The market, too, has developed a saviour complex about Mr
Draghi. Bluntly, Mr Draghi’s government can write cheques be-
cause it is he who leads it. Earlier this month, his government an-
nounced plans to add €40bn (2.4% of GDP) in stimulus, and bond
yields barely budged. In contrast, when in 2018 an Italian govern-
ment led by populists and the hard right proposed a budget with a
total deficit of 2.4% of GDP, the markets threw a tantrum. But this
privilege will not last. Mr Draghi will not be around for ever. His
role is likely to be a temporary one (an election is due in the next
two years). Reforming Italy is not a quick job. The litany of things
that must be overhauled ranges from the courts to schools to en-
demic tax evasion. A comprehensive shift is impossible under Mr
Draghi. All he can do is leave behind a blueprint for others. At that
point, doubts about Italy will creep back into the system.

He who is highly esteemed is not easily conspired against
There is an optimistic and a pessimistic view about the Draghi ef-
fect. In the optimistic telling, a short spell in office can lead to
long-term change. Mr Draghi’s government will lay out how Italy
intends to spend its roughly €200bn share of the EU’'s €750bn
($895bn) recovery fund. This will act as a de luxe straitjacket for fu-
ture governments, who will not be able to veer from Mr Draghi’s
plans without the commission stopping the cash. Mr Draghi can
leave behind a new fiscal blueprint for the EU as a whole, and per-
haps keep an eye on things as Italy’s president. In Germany, a new
government featuring the Greens would be one dedicated to loos-
erspending rules and deeper European integration, two long-held
aims of Mr Draghi. Meanwhile, Mr Macron, who is usually up for
both, will still be France’s president, at least until elections in a
year. It is a fortunate alignment.

In the pessimistic view, however, Mr Draghi offers only a re-
spite rather than a redemption. That fellow EU leaders will only
truly accept a technocratic Italian prime minister is an ugly prece-
dent. Ultimately, well over half of Italian voters support parties,
whether the Northern League, the even further-right Brothers of
Italy or the left-populist Five Star Movement, that both markets
and European leaders view as beyond the pale. Likewise, for those
European countries that are attempting to block further financial
integration, Mr Draghi is a win-win. If Mr Draghi succeeds, then
steady government and deeper integration are possible only un-
der a “Super Mario” figure, who are hard to come by in Italian poli-
tics. If, however, he fails, then further integration should be avoid-
ed, since even Mr Draghi could not fix Italy. Those “chosen by God
for the redemption of Italy” were often instead “cast off by for-
tune”, as Machiavelli wrote. Those seeking salvation today may
end up justasdisappointed. m
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Commercial law

Ruling the world

Globalisation brings business to London’s courts, and creates new competition

IN NUR-SULTAN, as the capital of Kazakh-
stan is now known, there is a small cor-
ner of England. The gleaming court of the
Astana International Financial Centre, an
investmentzone opened in 2019, is led by a
British chief executive, and served by nine
British judges, who wear gold-and-black
gowns trimmed with blue of the republic’s
flag. Their chief justice, Lord Mance, was
the deputy president of the Supreme Court.
They apply law closely modelled on that of
England and Wales, and a streamlined ver-
sion of London’s procedural rules. Kazakh-
stan’s judiciary is weak, but these judges’
independence is guaranteed by the consti-
tution. The court’s electronic system for
filing bundles is as whizzy as any in the
world. “They want this to be seen as rooted
in all the qualities of London, effectively
transplanted there,” says Andrew Spink Qc,
one of the judges.

English commercial law, like football,
has been exported around the world. The
game has been honed, and star players
signed. Globalisation is both bringing
more business to London, and creating
new courts such as that in Nur-Sultan.

That means jobs for British lawyers, and
new competition for London.

Britain has the second-largest legal
market in the world after America, at
£36.8bn ($51bn) by fee revenue, encom-
passing top City firms to high-street solici-
tors. Commercial litigation—the business
of representing companies who've fallen
out in court—is possibly the most presti-
gious bit, attracting the biggest brains and
often the fattest fees. Its home, the Rolls
Building a mile west of the skyscrapers of
Leadenhall Street, is a complex of 31 court
rooms (some super-sized, others with
translation booths) which before covid-19
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moved cases online had the throng and
aesthetic of a municipal airport. It is thriv-
ing. The number of commercial cases in
London has more than doubled since 2015,
to 292 in the year to April, according to an
analysis published on April 22nd by Por-
tland Communications, a consultancy. The
number of barristers serving foreign cli-
ents has doubled in a decade too.

Commercial courts underpin globalisa-
tion, assuring investors their rights will be
protected when they venture abroad. They
are also functions of it, for parties are free
to choose where to go should things go
wrong. For traders in medieval Europe,
that was Bruges and Antwerp. Today, it’s of-
ten London. Take a Wednesday last month,
when softly-spoken English barristers rep-
resented the Maltese owners of aship dam-
aged in Bangladesh, and those of the Pana-
manian vessel said to be to blame; the Dan-
ish tax authority, and the trader in Dubai it
accuses of fraud; the Bank of St Petersburg,
in a dispute with a Russian port boss; and a
Cypriot property developer accused of
swindling British pensioners.

London is attractive, for English judges
don’t take bribes, are seen as not favouring
home litigants over foreigners and don’t
generally get leant upon by politicians.
They are often specialists, which means
judgments tend to dig more deeply than
those elsewhere, says Derek Sweeting Qc,
chair of the Bar Council, the barristers’ pro-
fessional body, and the common law can
“adapt and develop embryonically” to new
kinds of business dispute. Formats have p
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» been tweaked to speed up big cases.

But that dominance is under pressure,
from Brexit and tougher competition. The
clientele in London is growing, butalso be-
coming more domestic: Brits accounted
for more than half of litigants last year, for
the first time since Portland’s survey be-
gan, while those from Europe and the rest
of the world have fallen as a share, to 12%
and 35% respectively (see chart). “Business
decisions are being made, and contracts
are being written, that don’t as a muscle re-
flex include London as the default legal
battleground,” says Philip Hall, a partner.

British lawyers have lost the automatic
right to practice in Europe, and migration
will become harder. EU rules which govern
where cases are heard and ensure judg-
ments are recognised and enforced
throughout the bloc have dropped away.
Britain hoped to join the Lugano Conven-
tion, a treaty that would deliver a similar
effect. The European Commission is op-
posed, arguing it is part of the plumbing of
the single market that Britain has left. Brits
detect an appetite to strip the branches.

The result will be fragmentation, as
judgments become more costly to enforce.
Lawyers expect some litigation will shift to
Europe. (This year’s bulge in cases may be
due to a dash to meet the Brexit cut-off,
some barristers think. Cases brought by
covid-19 may be a factor, too.) Since the
Brexit vote, English-speaking commercial
courts have opened in Frankfurt, Ham-
burg, Paris and Amsterdam, and some aca-
demics want a single European court to ri-
val London. It would be “ridiculous” if Eng-
lish judgments went unenforced, says Du-
co Oranje, a judge of the Netherlands
Commercial Court. “We are not aiming at
getting cases out of the teeth of the London
commercial court, but strange things are
happening,” he says. Mr Sweeting says
Britain's reputation for the rule of law, on
which it trades, risks being tarnished by
the government’s fights with lawyers and
threat to break the Brexit treaty.

Competition is growing elsewhere,
with new courts emerging in the United
Arab Emirates, China and Singapore since
2004. (Lord Mance also serves in Singa-
pore, while Lord Thomas, the former Lord
Chief Justice, is president of Qatar's com-
mercial court.) Such courts generate new
litigation, by fostering foreign investment,
reckons Mr Spink (who is also a head of
Outer Temple Chambers, a London set with
outposts in Dubai and Abu Dhabi). But they
can also draw work from their regions that
would otherwise go to London, and nibble
atits lead.

The judiciary’s answer is to prepare for
the next wave of globalisation. Sir Geoffrey
Vos, the Master of the Rolls, occupies a post
dating to 1286, but talks like a Silicon Valley
evangelist. Video hearings pioneered dur-
ing the pandemic should be kept, he ar-
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gues, for they make London more accessi-
ble to far-flung claimants. He has drawn up
guidance on how judges should apply Eng-
lish law to crypto-assets, such as bitcoin,
and to self-executing “smart” contracts.
How judges weigh liability for decisions
made by AI systems is another thorny
question, and if London answers it clearly,
he argues, the litigants will come. Brexit
will not cause London’s legal work to dry
up any more than it will the rest of the
City’s, nor will competition. The question
iswhether London can ride new tides. |

Darktrace

Out of the shadows

Can Darktrace repair London’s dented
tech-listing hopes?

DELIVEROO'S FLOTATION in March did
nothing to enhance London’s pros-
pects of becoming a tech-listing magnet.
Shares in the meal-delivery startup are
trading at two-fifths below their offer
price. Now London’s hopes hang on Dark-
trace, a cyber-security firm which this
week confirmed its plan to list on the Lon-
don Stock Exchange in early May.
Darktrace is expected to seek a valua-
tion of around £3bn—modest, compared
with Deliveroo’s of £7.6bn. Software is a
better business than food delivery, too, and
Darktrace has powerful connections.
Founded in 2013 by cyber specialists from
GCHQ, Britain’s signals-intelligence ser-
vice, maths whizzes and sundry artificial
intelligence (A1) experts, its advisers in-
clude Jonathan Evans, M15’s former chief.
From the beginning Darktrace took a
different approach on cyber defence for
companies. The long-accepted methodolo-
gy has been to build a perimeter “wall”
against attacks based on what has been
learned from past attacks. But against so-

Britain

phisticated cybercrime today that kind of
“point solution” defence is about as effec-
tive as hilltop Tuscan villages deploying
stone walls against artillery, says Mike
Lynch, who founded Autonomy, another
software company. After selling it to Amer-
ica’s Hewlett-Packard in 2011 for $10.3bn,
he created Invoke Capital, a venture-capi-
tal fund, whose first investment was in
Darktrace. Some Invoke Capital executives
moved to Darktrace, including its chief ex-
ecutive, Poppy Gustafsson.

Darktrace’s machine-learning software
assumes attacks have already penetrated,
then finds and responds to the malware,
ransomware and other nasties. It took time
for security chiefs to accept it unearthing
their systems’ failures. In the early days, on
occasion, Darktrace would set its software
running inside a company, find malicious
code and the company would show them
the door, says Mr Lynch.

No longer. Darktrace has 4,700 custom-
ers spread between Britain, the rest of Eu-
rope, America and Canada and the rest of
the world. With the industry expanding
fast, the firm expects its revenues to grow
by around 36% in the year to June. It reck-
ons it should be able to sell to most of the
world’s medium to large companies,
meaning a potential market of $40bn.

Even with Darktrace’s next-generation
technology, there is a nagging doubt about
bang for buck. Spending on cyber security
increases every year but the attacks keep
succeeding. Darktrace and other firms are
whizzes at talking up their products. But
customers may eventually ditch their soft-
ware if there is more hype than efficacy.

Darktrace spent a whopping 82% of rev-
enue on sales and marketing last year, and
6% on research and development. Its cy-
bersecurity capability is very good but not
transformational, according to a veteran of
the field. Thus, Darktrace’s language about
its revolutionary “cyber A1” is “question-
able,” he adds. Investors will watch to see if
the firm’s clients, who typically sign up for
a few years, stay put. At present the vast
majority of them do, according to the
firm’s figures.

Institutions will also consider risks as-
sociated with Darktrace’s ties to Mr Lynch,
whose sale of Autonomy later kicked off
Britain’s biggest-ever fraud case. He is cur-
rently fighting extradition to America. HP
is claiming $5.1bn, a sum that derives its
size from the sheer scale of the American
firm’s overpayment for Autonomy. Hp al-
leges that Mr Lynch inflated revenues
through improper accounting. Mr Lynch
says the charges are baseless and that HP
mismanaged Autonomy. If he is obliged in
future to sell down his sizeable sharehold-
ing in Darktrace, that could depress the
share price. But techies and investors may
also be thanking him for backing not just
one but two British tech unicorns. |
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What the fracas about a European Super League reveals about today’s Conservative Party

F ONLY BORIS JOHNSON had been as quick to respond to the

threat of covid-19 as he was to react to the threat of a new football
super league. No sooner had six British clubs announced their
plan to form a breakaway league with top European clubs than the
government swung into action. Mr Johnson arranged a summit in
Downing Street to discuss ways of scuppering the scheme. Angry
Tory Mmps suggested possible punishments for miscreants: a wind-
fall tax on the breakaway clubs, fewer work permits to prevent the
signing of players from abroad, unleashing competition law,
withdrawing police support from matches and introducing a Ger-
man-style ownership structure whereby fans own a controlling
51% of the clubs.

The Super League, a soufflé of arrogance and greed, quickly col-
lapsed under sustained assault from government and fans. Ed
Woodward, the Manchester United executive widely thought to be
at the heart of the scheme, resigned. But despite its speedy demise
the fracas reveals something significant about the Conservative
Party’s changing attitudes to business, markets and globalisation.

In the Thatcher era the Conservatives acted as cheerleaders to
the money-fuelled transformation of a game that had become syn-
onymous with dilapidated stands and hooliganism. The most
famous teams such as Liverpool and Manchester United became
global brands with a rising number of foreign players and fans.
Foreign billionaires bought storied clubs despite having no roots
in the cities that gave birth to them. Millionaire players and their
wives and girlfriends set the era’s vulgar tone. The rickety old sta-
diums were replaced by American-style arenas but the skyrocket-
ing cost of tickets priced poorer fans out of the game.

Mr Johnson approved of this transformation as recently as
2005 when he pronounced that allowing the sale of Manchester
United to the Glazer brothers, American sports entrepreneurs,
was “basic Conservative philosophy”. But this week he played a ve-
ry different tune, reprimanding the “billionaire club owners” for
dislocating football from its host communities. In an article in the
Sun—anewspaper owned by Rupert Murdoch, who did as much as
anybody to drive the commercialisation of the game, and once
tried to buy Manchester United—hetold fans: “It is your game, and
you can rest assured that I'm going to do everything I can to give

this ludicrous plan a straight red.”

Mr Johnson'’s thumbs-down reveals a profound change in the
Conservative Party: the return of the business-scepticism that Ed-
ward Heath expressed when he decried “the unacceptable face of
capitalism”. MrJohnson has long since sloughed off his Thatcher-
ism and now supports a more strategic approach to business,
sometimes befriending business people—particularly supporters
of Brexit like Sir James Dyson—but sometimes showing them the
cold shoulder. He supports an ambitious programme of state in-
tervention to “level up” the country and name-checks Michael He-
seltine, Thatcher’s most formidable critic, as one of his heroes, cit-
ing, in particular, his regeneration of Liverpool. Carrie Symonds,
his girlfriend, is a fan of all things green, even if that means sacri-
ficing growth. A new generation of northern Tory MPs constantly
speaks up in Parliament on the plight of small-town Britain. Dan-
ny Kruger, a former adviser to Mr Johnson, made a memorable
maiden speech in which he argued that “social infrastructure”
should be treated as seriously as “economic infrastructure”.

It is tempting to blame this shift on Brexit. The business estab-
lishment campaigned to stay in the European Union, and Tory
Brexiteers discovered the pleasures of business-bashing, memo-
rably encapsulated in Mr Johnson’s succinct “fuck business”. The
2017 Tory manifesto rejected “untrammelled free markets” and the
“cult of selfish individualism”, lauding instead the “institutions
that bind us together” and “the good that government can do”. But
intruth the shift had begun well before the referendum. A growing
number of Tories worried that Margaret Thatcher had tried to pro-
duce a country in the image of her father, a hard-working shop-
keeper, and had instead produced one in the image of her son, a
low-achieving spiv. Some were ashamed of the impact on Britain’s
traditional working class which, according to Ferdinand Mount,
who ran Thatcher’s Policy Unit, was “subjected to a sustained pro-
gramme of social contempt and institutional erosion”.

The Conservative Party has always had a powerful communi-
tarian tradition. Obscured by Thatcher (who was in many ways a
Manchester School liberal rather than a Tory), it is thriving once
again. Edmund Burke lamented that “the age of chivalry” was gone
and that of “sophists, economists and calculators” had arisen.
Benjamin Disraeli attacked Robert Peel’s decision to repeal the
Corn Laws on the grounds that it would dissolve the feudal ties
that kept Britain together. The ensuing split consigned the party to
two decades in the wilderness. Stanley Baldwin dressed as a twee-
dy squire and denounced “hard-faced men who look as if they had
done very well out of the war”. Harold Macmillan, the son of a pub-
lisher who married a daughter of the Duke of Devonshire, pre-
ferred the feudal nexus to the cash nexus. John Major, in his falter-
ing attempt to break with his predecessor, summoned up images
of long shadows on country cricket grounds and old maids bicy-
cling to Holy Communion through the morning mist.

Today’s Tory communitarians are different from their prede-
cessors. They focus on post-industrial towns rather than mist-en-
veloped villages. They treat the working class rather than the land-
ed aristocracy as the embodiment of community spirit. They are
football Tories rather than cricket Tories. But they use the same
weapons: an appeal to “one nation”, suspicion of the global mar-
ket, nostalgia for the world before money-grubbing tore society
apart, and an ability to run hot and cold on business, sometimes
praisingand sometimes savaging it. The football tycoons to whom
MrJohnson has given the boot will not be the last capitalists to feel
the power of this new form of populist communitarianism. ®



International

Women in war

Officers and gentlewomen

Female soldiers are changing how armed forces work

ACHEL GRIMES served three tours of

Northern Ireland as an officer in the
British army. Her colleagues in the Royal
Ulster Constabulary, the region’s erstwhile
police force, noticed that things were dif-
ferent when she—the only woman pre-
sent—joined police and army patrols. The
team’s behaviour changed. Fellow soldiers
behaved with more restraint. At check-
points, locals stopped to talk for longer.
She did not notice these things at the time.

Her epiphany came years later, when
she deployed as a gender adviser to United
Nations forces in the Democratic Republic
of Congo (DRC). She recalls seeing women
and children gathered on the edge of a vil-
lage—victims of rape cast out by their com-
munities. “The last thing a Congolese
woman wants to see is a man in uniform,”
she recalls, unsurprisingly, in a place
where soldiers commit a lot of rape. “But a
woman in uniform is different.” At one

meeting with women in Eringeti, on the
edge of Virunga National Park, the infor-
mation they shared about when and where
attacks might occur was far more useful
than other intelligence gleaned by the UN.

Between 1957 and 1989 only 20 women
ever served as UN peacekeepers, anywhere.
But the number of female soldiers has been
growing of late. Women now make up a
fifth of officers in the US Army, for exam-
ple. In 16 countries, including Britain and
France, as well as America, they are al-
lowed to serve in combat roles once re-
served for men. The growth has prompted
new thinking about what female soldiers
can bring to soldiering. It is also forcing
commanders to confront the impact war
has on women more generally. But pro-
gress is not always as fast as it should be,
and without more radical change, some
ideas about what women soldiers can
achieve seem overblown.
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In many respects, the UN has played a
leading role in championing female sol-
diers. It has pledged to increase the share
of women in military forces from 1% in
1993 to 15% by 2028, and to 20% in police
units (see chart). “This is not just a ques-
tion of numbers,” claimed Antonio Gu-
terres, the UN'’s secretary general, in 2019,
“but also of our effectiveness in fulfilling
our mandates.” Among the pioneers were
103Indian women sent to Liberiain 2007 as
the first all-female police unit. Subse-
quently, all-female police units from Ban-
gladesh were deployed to Haiti and Congo.

Such ideas are spreading more widely.
Canada’s chief of defence staff, the coun-
try's most senior officer, has a gender ad-
viser. So too do the chiefs of Canada’s army,
navy and air force. NATO, where Lieuten-
ant-Colonel Grimes now works, has also
made the issue a priority. General Curtis
Scaparrotti, who was NATO's top com-
mander until 2019, points to America’s use
of all-female units, or Female Engagement
Teams, in Iraq, where they were called Lio-
ness teams, and later in Afghanistan.
“Women had a great deal of influence in
those families and societies,” he recalls.
Yet conservative norms and cultural ta-
boos often prevented male troops from in-
teracting with them.

In modern wars, soldiers do more than
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» just inflict violence on enemies. They also
build trust and gather intelligence. And
when predominantly male forces interact
with women, too often it goes badly. In 201
the us Army conducted a study to ask why
so many Afghan soldiers had attempted to
murder their Western colleagues. One re-
current complaint was Western troops “vi-
olating female privacy during searches”,
particularly on night raids. “They take pho-
tos of women even when we tell them not
to,” complained an Afghan soldier. Female
American soldiers, noted the study, “were
viewed as having better attitudes and be-
ing more respectful and respected.”

Women often find that they can navi-
gate the battlefield in unique ways. “Being
a female soldier means that you're almost
like a third gender,” says Captain Lizzy
Millwater, a British officer who advises the
UN mission in Mali. “You can engage the
male population on patrol, but you are also
then able to engage with the women and
children without being seen as a threat.”
Western armed forces were not the only
ones who have learnt this lesson. Jacque-
line O’'Neill, Canada’s ambassador for
women, peace and security, notes that
most suicide-bombers for Boko Haram, a
Nigerian jihadist group, are women. “They
know women can have more access in
markets, and are less likely to be searched
at checkpoints,” she says.

Yet many armies have been slow to
make use of this experience. “We doa fairly
good job at promoting this in other places,
like Africa and Latin America,” says Joan
Johnson-Freese, a professor at the us Naval
War College in Rhode Island. “But in the
United States it is entirely possible to grad-
uate from a professional military educa-
tion institution and never hear of it.” She
points out that the $4m allocated by the
Trump administration for women, peace
and security issues in the 2018-19 defence
budget—the first time it had received any
money at all—was dwarfed by the sums
spent on Viagra and other erectile-dys-
function medicine by the Pentagon, some
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On International Women's Day on
March 8th the UN published videos of fe-
male peacekeepers in action, challenging
viewers’ possible prejudices with banners
asking “Think we play a supporting role?”
and “Think we're bystanders?”. But in prac-
tice, they often are. Studies of UN missions
have shown that female peacekeepers are
more likely to be sent on missions laterina
conflict, when fewer bullets are flying.
They are particularly underrepresented in
conflicts where pre-existing rates of sexual
violence are higher. When they are de-
ployed, they are often kept on base and
away from the front lines more than men.

Sabrina Karim of Cornell University has
found that women are held back because
commanders still feel the need to protect
them from danger, even if that prevents
them from doing their job. The assump-
tion that the loss of a woman in battle
would cause uproar in the media is part of
that calculation. “They are time and again
barred from making meaningful contribu-
tions to the places where they are needed
most,” says Dr Karim.

Ma’amyes ma’am

Pushing for more female peacekeepers
without dealing with the things that stop
them from doing their jobs well carries
risks both to the women and to the mis-
sion, says Gretchen Baldwin from the In-
ternational Peace Institute, a think-tank in
New York. If they are seen to be there only
to fill quotas, the men with whom they are
deployed will continue to treat them as
mere tokens, not fit to engage in combat.

If, in their haste, countries send women
who are ill-prepared, that could make mat-
ters even worse. In the early days of all-fe-
male units in Afghanistan, for instance,
many female troops were in effect ordered
to serve in such units regardless of theirin-
terest in doing so. “This resulted in [all-fe-
male units] that lacked motivation and
members with little or no formal training,”
noted a US Army study in 2014, “both of
which can have serious consequences for
mission success and personnel security.”
Georgina Holmes of King's College London
found that female peacekeepers from
Rwanda sent to Darfur said afterwards that
they had been overwhelmed and had not
received enough training to deal with the
many victims of sexual violence they en-
countered. Military trainers in Rwanda
told Dr Holmes that they thought female
peacekeepers inherently possessed the
skills required to support victims.

Ms Baldwin also points to the hypocrisy
of military leaders’ refusal to deploy wom-
en to “dangerous areas”—for which they
are well trained—while not considering
the risk of harassment and worse they face
from fellow soldiers. “It's not at all uncom-
mon for women to say they feel far less safe
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on base with colleagues than when they
are on patrol,” she says. Unsurprisingly,
then, progressin meeting the UN'sown tar-
get for women peacekeepers has been
slow. Today the count for female peace-
keeping troops stands just above 5%,
though the UN has said it is “advocating
consistently” for troop-contributing coun-
tries to speed up.

The UN is trying to get to grips with
these problems. Peacekeepers are getting
more training on gender issues. Pre-de-
ployment training now includes a module
on preventing sexual exploitation by UN
personnel and a module on preventingand
responding to sexual violence suffered by
civilians. As part of the Elsie Initiative, a
Canadian-backed project, UN officials are
redesigning camp layouts to have better fa-
cilities for women. Separately, some wom-
en with young children are being offered
the option of shorter deployments.

Women are also being deployed in new,
more effective ways. The UN peacekeeping
mission in Congo has 15 female engage-
ment teams, each with 10-15 female sol-
diers commanded by one or two officers.
But when Moroccan peacekeepers in that
country went out in all-female patrols,
they were not taken seriously until they
deployed alongside men, says Major Helen
Bryan, the British gender adviser to the
mission. “The Congolese men are less ac-
cepting of female teams. If it's a mixed
team, they can see that the ladies are doing
exactly the same jobs as men—they’'re not
just doing ladies’ things.”

Yet some of the claims made for the spe-
cial benefits of having female peacekeep-
ers are a little implausible. The UN, for ex-
ample, does not just argue that women will
be more sensitive in dealing with other
women. It also argues that female peace-
keepers are “critical” for “empowering
women in the host country”’—that their
mere presence helps to promote the idea
that a woman can aspire to do any job. In
Liberia, for example, the example of India’s
female police contingent and other all-fe-

male units has been credited with increas- pp
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» ing the share of girls going to school, and
even with inspiring local women to join
the national police force. Such claims, nat-
urally, are extremely difficult to prove.

The presence of women soldiers can
only go so far. In Beni, a city in eastern
Congo, on April 8th local police fired live
rounds into a crowd of people who were
protesting against the peacekeepers’ fail-
ure to do anything to prevent massacres
that have afflicted the city since 2014.
There and elsewhere, peacekeeping mis-
sions are often criticised for failing to pro-
tect civilians when it would put peace-
keepers’ lives at risk, or upset host govern-
ments. For all the talk of female peacekeep-
ers paving the way for better relations with
the locals, limits persist.

By the same token, having women in
uniform does not prevent the men in uni-
form from behaving badly. In recent years
UN peacekeepers in Congo, Haiti and Libe-
ria have been accused of rape and other
forms of sexual abuse. The UN set up a unit
to assess soldiers’ conduct only in 2005;
not until 2015, under pressure from the
American government, did it begin reveal-
ing which countries’ troops had been ac-
cused of abuse. Mr Guterres claims that the
presence of more female soldiers may lead
to more reporting of sexual violence by
peacekeepers. But in reality it seems that
women find it as hard as men to report on
their fellow peacekeepers.

The debate over female peacekeepers
reflects wider issues with the role of wom-
en in national armed forces. On the sur-
face, women are more accepted than ever,
even in combat roles. A poll of American
troops and veterans in January 2019 found
that 70% approved of women serving in
combat roles; 30% disapproved. But in re-
ality, many remain sceptical. One Euro-
pean officer recalls male colleagues ex-
pressing widespread distrust of efforts to
up the number of female peacekeepers:
“The sense was that women should not
serve in patrol, so why should they be de-
ployed? And if 15 women go, then 15 men
don’t get their medals.”

Efforts to bring change can often be-
come hostage to wider culture wars. Last
autumn, for instance, the Pentagon de-
layed the promotion of two female gener-
als for fear that Donald Trump would veto
it. In March, shortly after their promotion
was secured under Joe Biden, Tucker Carl-
son, a host on Fox News, mocked the idea
that “pregnant women are going to fight
our wars...It's a mockery of the US mili-
tary.” China’s army, he said, was “more
masculine”. He was rebuked by the Penta-
gon, but many viewers agreed with him.

Some armed forces are doing better. NA-
TO's training scenarios now test soldiers
with gender “injects”—checking they do
not overlook a civilian woman who may
have critical information, for example.

One country that has done especially well
is Canada. The same Us Army study which
pointed to American troops’ missteps with
Afghanwomen noted that Canadian troops
“were often said to be more respectful and
respected”. That may have reflected a
broader military culture in which gender
issues have been taken seriously.

For over a decade Canada’s government
has used a method with the ungainly name
“gender-based analysis plus”. It requires
assessing how any policy or initiative—
whether directed at troops on the ground
or civilians at home—would affect men
and women differently. It has led to anum-
ber of changes, says Lisa Vandehei, who
leads a “directorate of gender equality and
intersectional analysis” in Canada’s de-
partment of defence.

Land, air and she

Canada’s navy, for instance, recently rede-
signed its working uniform to ensure it
would not only fit women better, but could
also be tailored to provide modesty for
those who wanted it. The air force is look-
ing at how to modify ejection seats on
training aircraft to lower the minimum bo-
dy weight required for safe use. And other
aircraft are now being designed with fe-
male anthropometry in mind. Even ob-
scure bits of military kit are not spared
scrutiny. Ms Vandehei points out that even
chemical-weapon detectors, configured
for heavier male bodies, are being exam-
ined to see if the threshold at which they
activate needs to change.

One problem is that gender is not a rou-
tine part of military education for the next
generation of commanders. Since 2018
Britain’s defence academy has run a twice-
yearly course for “human security” advis-
ers, which has trained 130 British staff and
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30 foreign ones, but it tends to attract those
already interested in the topic. At the Naval
War College, Professor Johnson-Freese
says that, after six years of effort, she suc-
ceeded in including a single text on wom-
en, peace and security on the syllabus for
the first time this year. None of the other
war colleges—for the army, air force and
marines—includes the subject in compul-
sory classes at all. “It is fundamental to
military operations but still people feel itis
part of diversity and inclusion or a niche
subject,” says Lieutenant-Colonel Grimes.

Changing the ethos of conservative and
male-dominated institutions, as armed
forces tend to be, is not easy. Kristin Lund,
who has served as head of the United Na-
tions Truce Supervision Organisation and
commander of its mission in Cyprus, has
pointed to a culture where “posters with
half-naked women” hang in mission gyms
as a key reason why armed forces struggle
to retain women. “How many women do
gym in bikinis?” she asked in a speech in
2019, noting dryly that, under her com-
mand in Cyprus, posters of scantily
clothed women “vanished.”

As the number of female soldiers rises,
more countries will have to tackle this sort
of institutional sexism. Modern armies no
longer rely on physical brawn alone; they
require troops savvy with technology and
capable of navigating complex battlefields.
They need to change so that women can
serve on equal terms. As Ms O’'Neill, the Ca-
nadian ambassador, says: “We never want
to lose sight of the fact that women
shouldn’t have to prove their added value
to militaries... The vast majority of women
just want to do the job.” After all, as she
points out, “when was the last time we had
a public event on the value-added of men
in a military organisation?” m
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The sports business

They think it’s all over

The world’s biggest football clubs attempt to revolutionise the sport,

but trip over their own bootlaces

THEY PROMISED to “deliver excitement
and drama never before seen in foot-
ball”, and for a few short days they succeed-
ed—just not in the way they had hoped. On
April 18th a dozen of Europe’s top football
clubsannounced plans to disrupt the game
with abreakaway “Super League”. Investors
cheered. But fans revolted, broadcasters
turned up their noses and governments
vowed to block the plan. Within 48 hours
half of its founding members dropped out.
It was soon declared dead.

What began as a daring bid to seize con-
trol of elite football now looks like a da-
maging own goal. The Super League prom-
ised its members financial security and
sporting prestige. Instead the “dirty dozen”
rebels have been forced to grovel to sup-
porters and in some cases jettison their
bosses. Their bargaining power over rival
teams and league organisers has been
weakened. They may face tighter regula-
tion by governments responding to furi-
ous fans.

The plan was for 20 clubs to compete in
a Europe-wide league, kicking off in Au-

gust. Fifteen “founding” clubs would be
guaranteed a spot every year, with the re-
maining five places awarded competitive-
ly. The 12 clubs that broke cover comprised
England’s “Big Six” (Arsenal, Chelsea,
Liverpool, Manchester City, Manchester
United and Tottenham), plus three from
Spain (Barcelona, Atlético Madrid and Real
Madrid) and three from Italy (Ac Milan, In-
ter Milan and Juventus, whose part-owner,
Exor, also owns a stake in The Economist’s
parent company). JPMorgan Chase was to
stump up €3.3bn ($4bn) of financing to get
the league off the ground. An equivalent
women’s competition was planned.

The venture’s stated aim was to give the
world’s best clubs more chances to play
each other than Europe’s main existing
club competition, the Champions League.
Barcelona and Bayern Munich have faced
each other fewer than a dozen times in
their history. Big clashes would bring in
more viewers and more money: the Super
League’s organisers had hoped that broad-
casting rights might generate €4bn a year,
nearly double the €2.4bn brought in by the
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Champions League in the 2018-19 season.

Automatic qualification looked even
more appealing. Unlike American teams,
European sides play in open leagues,
where poor performers get demoted to a
lower tier, with stingier broadcasting and
sponsorship deals. Club owners thus gam-
ble on making it to the top, investing gen-
erously at the expense of profits. In closed
contests like America’s National Football
League (no relation to what Americans in-
sist on calling soccer), clubs face no risk of
relegation and so co-operate more. “Draft”
systems allocate talent more equally and
wages are often capped—something that
the Super League hinted it might do, via an
agreed “spending framework” Clubs in
closed leagues must worry only about eco-
nomic competition from rival leagues,
which require more upfront investment to
start than an individual club.

The combination of less risk and less
competition for talent produces higher
profits for owners. Forty-three of the
world’s 50 most valuable sports teams are
American, according to a ranking last year
by Forbes magazine. By contrast, European
sport is a dicey business: between 1992 and
2014 there were 45 insolvencies in the top
three tiers of English football, 40 in France
and 30 in Germany. “Football is essentially
insolvent,” notes Stefan Szymanski, a
sports economist at the University of
Michigan. Without their deep-pocketed
owners, most clubs would not be going

concerns. The American owners of teams b
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» such as Manchester United and Liverpool
look at the European system and wonder,
“Why this insecurity?” says Francois Go-
dard of Enders Analysis, a research firm.
That explains why investors liked the Su-
per League. United’s share price rose by as
much as 10% the day after it was an-
nounced and that of Juventus by 19%.

Fans saw it differently. “Created by the
poor, stolen by the rich”, read one of the
banners displayed outside Manchester Un-
ited’s ground. A poll by YouGov found that
79% of British football fans opposed the
Super League, 68% of them “strongly”; op-
position was fiercer still among fans of
clubs outside the “Big Six”. Sensing the
mood, broadcasters including Sky and Am-
azon hurried to distance themselves from
the league. Boris Johnson, Britain’s prime
minister, vowed to “do everything I can to
give this ludicrous plan a straight red”. All
six British teams pulled out on April 20th,
followed by Atlético Madrid and the two
Milanese teams. At that point the league's
organisers pronounced it dead.

Some of the clubs involved are thought
to have seen theidea as, at worst, a bargain-
ing chip to negotiate better terms with
their existing league. The top clubs have
long argued that, as the main attraction,
they deserve a bigger slice of revenues and
a bigger say in how leagues are run. Break-
ing away has always been used as a threat—
and has often worked. In1998, the last time
the idea of an elite European competition
was raised, Europe’s football association
responded by enlarging the Champions
League, as the big teams had requested.

The Super League’s implosion shows
the threat was empty, says a director of an-
other top-flight Premier League club. The
debacle presents “an opportunity for the
wider community to drive a harder bar-
gain”, he says. A new round of Premier
League broadcasting rights is to be auc-
tioned soon. The Big Six are in a weaker po-
sition than before to negotiate their cut.

Another threat comes in the form of
regulation. Britain’s sports minister, Oliver
Dowden, promised to “put everything on
the table” to stop the new league, from
competition law to governance reform. On
April 19th the government launched a
wide-ranging review into how football is
run. British fans have noted that no Ger-
man club joined the rebels, which they at-
tribute to Germany’s community-owner-
ship model (though ownership by fans did
not dissuade Barcelona and Real Madrid
from joining). The French, Spanish and
Italian leagues, which are in poorer finan-
cial health than England’s, will be watch-
ing the outcome closely. “Owners should
remember that they are only temporary
custodians of their clubs; they forget fans
at their peril,” Mr Dowden declared. Spec-
tators who enjoy a sporting upset could be
in foran exciting season. m

The energy transition

The gaseous
mega-bet

NEW YORK
Is natural gas a bridge to a greener
future, or a trap?

ENERGY COMPANIES have no seat at the
climate high table convened by Presi-
dent Joe Biden on April 22nd and 23rd, to
which he has invited 40 other world lead-
ers to discuss how to speed up the shift
from dirty energy. From the sidelines, coal
firms will scowl] at efforts to curb demand
in Asia and oil drillers will wince at sup-
port for electric cars. Watching particularly
closely will be those companies which
have bet big on natural gas. As the energy
transition gathers momentum, no fuel’s
future is hazier than that of the least grub-
by hydrocarbon.

Proponents see gas as the “bridge fuel”
to a greener world. They include the five
largest international oil firms: Exxon-
Mobil, Chevron, Royal Dutch Shell, Total
and BP. These supermajors saw gas rise
from 39% of their combined hydrocarbon
output in 2007 to 44% in 2019 (see chart 1
on next page). That year producers ap-
proved a record level of liquefied natural
gas (LNG) capacity. Those projects will
come online in a few years. Shell, which in
2016 paid $53bn for BG, a British gas group,
now says its oil production peaked in 2019,
but that it will expand its gas business with
annual investments of about $4bn. Total
expects its crude output to sink over the
next decade, but for gas to rise from 40% to
50% of sales. In February Qatar Petroleum,
a state-owned giant, said it would begin
the largest LNG project in history.

Yet debate is intensifying over whether
gas will be a bridge or a dead end. Mr Biden
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and his counterparts elsewhere appear to
be serious about achieving net-zero emis-
sions by 2050. That would require acceler-
ating the phase-out of all fossil fuels, gas
included, unless paired with technology to
capture and store emissions. Inexpensive
wind and solar power already threaten gas-
fired electricity, particularly in America
and Europe. Even as demand looks uncer-
tain, cheap gas from state-owned firms
such as Qatar’s will add to global supply.
Some companies’ bets will go bad.

On the demand side, gas remains a sen-
sible gamble in some ways. A gas-fired
power plant belches about half the emis-
sions of a coal-fired one per unit of energy.
The fuel benefits from diverse sources of
demand, too. In addition to producing
electricity, gas is used to make fertiliser
and generate heat for buildings and indus-
try. Unlike exhaust from a car, emissions
from a factory can theoretically be cap-
tured and stored below ground. Gas can
also be used to generate hydrogen, which
may in turn serve as a form of long-term
energy storage.

However, companies’ investments have
not always gone as planned. A rush for gas
between 2008 and 2014 was part of a broad-
er stampede by energy giants, as higheren-
ergy prices spurred investments with little
regard for costs, explains Michele Della
Vigna of Goldman Sachs, an investment
bank. In 2019 Chevron said it would write
down as much as $ubn, largely owing to
underperforming shale-gas assets in Ap-
palachia. Gas comprised the bulk of the
$15bn-22bn of impairments announced by
Shell last June. In November ExxonMobil
said it would write down the value of its
gas portfolio by $17bn-20bn, its biggest im-
pairment ever. Its $41bn purchase in 2010
of xTo Energy, a shale-gas company, may
be the worst-timed investment made by an
oil major in the past 20 years.

Two big questions now hang over fu-
ture demand, each difficult to answer with
any certainty. The first is how fast govern-
ments limit carbon emissions. The extrac-
tion, liquefaction and transport of gas pro-
duce their own emissions, on top of those
from its eventual combustion. Gas produc-
tion also releases methane, a greenhouse
gas thatisabout 8o times more potent than
carbon dioxide over a 20-year period. Add-
ing methane leaks from fracking or pipe-
lines, the Natural Resources Defence
Council, an environmental group, calcu-
lates that American LNG exports in the next
decade may produce greenhouse gases
equivalent to the annual emissions of
about 45m new cars—not counting burn-
ing the stuff for energy.

Responding to climate concerns, the
Netherlands and some Californian cities
have banned gas in new buildings. Britain
will do so from 2025. “To put it mildly,”
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» Investment Bank, declared in January, “gas
is over.” John Kerry, Mr Biden's climate en-
voy, warned in January that natural-gas
assets risked becoming stranded. The
International Energy Agency, an inter-
governmental group, reckons that demand
growth will slow to about1.2% a year until
2040, from an average of 2.2% in 2010-19. If
governments move more aggressively to
restrain temperatures, demand could be
lower in 2040 than it was in 2019 (see chart
2). BP offers a more bearish scenario: if the
world were to reach net-zero emissions by
2050, gas demand would peak within the
next few years and nearly halve by mid-
century. “For the business to survive,” ar-
gues Massimo Di Odoardo of Wood Mac-
kenzie, an energy consultancy, “it’s not just
about marketing gas. It's about marketing
gas and managing emissions.”

The second question with respect to de-
mand is how quickly rival technologies ad-
vance. Already, about two-thirds of the
world’s population lives in places where
power from new wind and solar farms is
cheaper than from new gas plants, accord-
ing to BloombergNEF, adata provider. Elec-
tric heat pumps threaten gas in buildings.
In future, gas with carbon capture and stor-
age (ccs) may prove pricier than hydrogen
generated by renewable electricity. Mr Bi-
den’s proposed $2trn infrastructure bill in-
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cludes support for ccs, but also for things
that may challenge gas’s role in industry,
power and heating. The European Union
aspires to make its members leaders in hy-
drogen, hoping it could one day replace gas
in many applications while using existing
pipelines and other infrastructure.

Then there is the matter of supply.
Maarten Wetselaar, Shell’s gas chief, says
the industry used to expect the market to
be undersupplied and the price set by the
marginal buyer. Instead, the world has
plenty of gas courtesy of American shale,
he notes. On top of that, private firms must
compete with state ones in Qatar and Rus-
sia, which can extract gas cheaply and have
a political imperative to monetise reserves
while they can. Qatar’s new project will
raise its LNG capacity by 40% by 2026. And
a growing spot market and shaky demand
have made LNG buyers less interested in
traditional long-term contracts. At least a
quarter of LNG supply is now uncontract-
ed, estimates Mr Di Odoardo. As approved
projects come online, the share of uncon-
tracted LNG may exceed 50% by 2030.

All this is prompting some in the indus-
try to rethink their embrace of gas. Last July
Dominion Energy, an American utility,
cancelled plans for a controversial pipe-
line and sold its entire pipeline business to
Berkshire Hathaway, a huge conglomerate,
for $9.7bn. In November Engie, a French
energy company, scrapped plans to sign an
LNG contract with NextDecade, an Ameri-
can firm, over concerns about shale emis-
sions. Other firms are trying to adapt to a
gas business that looks set to grow both
more competitive and more complex.

Big players are now applying a higher
cost of capital to their hydrocarbon invest-
ments, with a greater focus on profitabili-
ty, notes Mr Della Vigna. Scale is turning to
their advantage, too.

Shell’s share of gas production actually
fell in recent years, as it sold off less profit-
able gas assets in America and Nigeria. Mr
Wetselaar maintains that Shell is well posi-
tioned to deal with the market’s new reali-
ties. Unlike smaller players, which depend
on long-term supply contracts to attract
financing for new projects, Shell can use
its balance-sheet. Trading capabilities
make it easier to sell LNG to diverse buyers.
For those who want zero-emissions en-
ergy, Shell has already sold ten “carbon
neutral” LNG cargoes, paired with offsets.
Total plans to double its LNG sales over the
coming decade, while touting its plans to
reduce methane emissions. ExxonMobil
reckons that its new investments in ccs
will both limit emissions and support its
traditional business.

Such plans are unlikely to sway those
who want investment in all fossil fuels to
plunge. Companies’ plans can be disrupted
by any number of forces—in March an at-
tack in Mozambique prompted Total to
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suspend a giant LNG project there. The
changing market means only the safest,
most profitable projects backed by the
strongest firms are likely to move forward.

NextDecade, having failed to secure En-
gie as a client, has delayed a final invest-
ment decision on a proposed facility in
Texas and scrapped another. It had sought
to build an LNG import terminal in Ireland
but in January Irish officials let a prelimi-
nary agreement with NextDecade expire.
Gas may not quite be over. But the industry
could soon be defined not by the projects
that advance but those thatdon’t. ®

Business software

The robots are
coming

SAN FRANCISCO
A Romanian startup is Europe’s most
successful tech export since Spotify

HE PANDEMIC will fade, but its effects

will linger. With workers confined to
their homes, many of the processes they
would once have carried out in the office
had to be automated. This has given a
boost to “robotic process automation”
(RPA), a tautological label for software that
does this. Having got a taste of RPA, manag-
ers want more. This desire helps explain
how UiPath, an obscure software firm from
Romania, managed on April 20th to raise
$1.3bn in an initial public offering (1po) on
the New York Stock Exchange. This valued
itataround $30bn, higher than what Spot-
ify, the hit Swedish music-streaming ser-
vice, fetched when itlisted in 2018.

All corporate information technology
(1T) is about automation. But often a com-
pany’s various systems do not talk to each
other. Information from invoices or from
software that lacks an export function has
to be copied by hand. Advances in artificial
intelligence, specifically computer-vision
algorithms that can scan documents and
scrape computer screens, have enabled Ui-
Path and its competitors, such as Automa-
tion Anywhere and Blue Prism, to do away
with this tedium.

Narrowly defined, the RPA market is
small, with sales of no more than $3bn last
year, estimates Saikat Ray of Gartner, a re-
search firm. So UiPath and its rivals have
built “automation platforms”, which in-
clude programs to identify tasks and oth-
ers to perform them. By automating ever
more processes, such tools create their
own demand. In this broader view, some-
times called “hyperautomation”, RpA could
generate $30bn a year in the next three to
five years, says Mr Ray. Bain, a consultancy,
puts the figure at $65bn.

Whether you define the market broadly m
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» or narrowly, UiPath is estimated to have
nearly a third of it. Like Daniel Ek of Spoti-
fy, Daniel Dines, who founded UiPath in
2005 and relaunched it in 2012 as an RPA
vendor, knew that to succeed he had to
think beyond his small home market and
even Europe. Before the pandemic UiPath
invested heavily in global distribution. Co-
vid-19 then came at just the right time. Rev-
enues nearly doubled to $60om, bringing
the firm close to profitability.

Keeping its lead will not be easy. The
giants of corporate 1T, including Microsoft
(where Mr Dines cut his teeth) and sAP, are

pushing into process automation. They
have deep relationships with many firms,
can offer bundles of business software and
sell their RPA wares cheaply or give them
away for nothing. UiPath does not have a
moat to protect it against this onslaught,
says Zane Chrane of Bernstein, a broker. Its
first-day share-price pop of 20% merely
brought it back in line with the valuation
in a private funding round in February—
modest by recent tech-1po standards. Still,
Mr Chrane thinks the market is big enough
for many vendors. Plenty of customers
may prefer UiPath’s specialised products to

The new office etiquette

The pandemic requires some changes in workplace customs

S THE VACCINATION programmie in

most countries accelerates, people
will be thinking about going back to the
office, if only for a couple of days a week.
Many workers will have got out of the
habits of the 9-to-5 day and the prevail-
ing customs. The pandemic will also
have changed attitudes towards behav-
ioural traits that were seen as quite nor-
mal before the appearance of covid-19.
Here are some suggested dos and don’ts
for the new world order.

Don’t tell others about your exotic
holidays. Most people have had little to
do but stare at the garden fence since the
lockdown started. They don’t want to
hearabout your trip to the Maldives,
even if you did sit through two weeks of
quarantine afterwards. People only put
up with the rules because they were told
they were all in the same boat; they don’t
want to know that you have a yacht.

By the same token, don’t humble-
brag. A lot of people will have struggled
during the lockdown so don'’t boast
about how you taught your kids ancient
Greek and differential calculus while
also hosting a dozen Zoom calls a day.
Nor is this a competition like the Monty
Python Yorkshireman sketch “You had
Wi-Fi? You were lucky. I had to make do
with a manual typewriter and a carrier
pigeon to send messages.”

Don’t come to the office with a cold.
Traditionally, people have been expected
to arrive at the office with one, even
when sneezing so often they could pass
as one of Snow White’s little helpers. But
the pandemic has demonstrated that
viruses are highly transmissible. Pretty
soon the worker's desk is littered with
discarded tissues and the kettle has been
commandeered for hot honey and lemon
drinks. Fellow workers will be very lucky
if they don’t catch it. A cold is nothing

like as serious as covid-19. Still, now that
we know people can work at home, there
is no excuse for inflicting your sniffles on
your colleagues.

Be hygienic. In the weeks before the
lockdown, many people came to realise
how being in the office meant touching a
lot of common surfaces: door handles,
light switches, printer buttons. So wash
your hands (or use hand sanitisers) as
often as possible. Hold the door open for
colleagues so they don’t have to touch the
handle as well. It is a good rule to follow at
all times as other viruses (influenza, noro-
virus) often strike.

Clear your desk every evening. For the
near future, many people will be hot-
desking so don’t leave behind soft-drink
cans, bicycle helmets, crucial memos, etc,
for the cleaner or next occupant to deal
with. If this system is going to work, man-
agers will need to provide lockers so work-
ers can store important material.

Don’t stand so close to me. Everyone
has become used to keeping a bit of social
distance from others during the pandem-
ic. Soitis only going to seem more in-
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less cutting-edge rRPA add-ons ina bundle.

The Romanian firm has already suc-
ceeded in one respect: offering more proof
that Silicon Valley is losing its monopoly
on brilliant startups, says Rich Wong of Ac-
cel, a venture-capital firm (who sits on Ui-
Path’s board). Besides pushing companies
to embrace automation, covid-19 has
pushed venture capitalists to embrace
Zoom pitch meetings—and clever ideas
outside the range of their Teslas. A decade
ago three-quarters of early-stage venture
deals by value occurred in America. Last
year the same share happened outside it. B

['

trusive if you get within three feet or so
of a colleague when you go back to the
office. It is worth, therefore, keeping the
Police song in mind. Don’t pull up your
chair so close to a person that your arms
and legs are almost touching. If the lift
already has several passengers, don’t
push in: wait for the next one.

Keep your voice down. Employees
have spent much time on video calls
during lockdown where research sug-
gests they speak 15% louder than normal,
perhaps because they subconsciously are
addressing someone far away. It will take
time to get used to normal conversation
again but don't start like a Shakespearean
actor doing the Henry V speech at the
battle of Agincourt.

Don’t dress too informally. It has
been more than a year since male em-
ployees have worn a suit and tie, or fe-
male employees have searched their
wardrobes for a carefully tailored outfit.
Dress-down Fridays have become an
everyday occurrence, especially below
the waist (and out of camera range).
Maybe office fashion will never go back
to the pre-pandemic era but there are
limits; in particular, men should avoid
the shorts-and-sandals combination.
You don’t have to dress for a funeral but
you shouldn’t dress for the beach.

Do be tolerant of nervous col-
leagues. Some people may be more
reluctant to return than others. This may
be down to individual health reasons, or
as aresult of a family member being
vulnerable. Don’t make cracks about
part-time work, or forget to include them
in discussions because they are only on
Zoom. And don’t automatically assume
that people want to shake hands (let
alone hug) when they see you again. Not
every element of “remote working” will
disappear overnight.
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The future of carmaking

The non-motor
show

SHANGHAI
The live trade show is back—with a
new guest list

ETROLHEADS DESCENDED on China’s

largest exhibition complex on April 21st
for the opening of Auto Shanghai, the first
big global car show since the start of the
pandemic. Dozens of typical exhibitors,
from Cadillac to Kia, flaunted their latest
models to China's burgeoning consumer
class. Yet the most popular booths, as
judged by foot traffic, belonged to a clutch
of Chinese companies with little carmak-
ing experience: Huawei, a telecoms giant;
DJI, the world’s biggest drone-maker; and
Evergrande, a property developer.

The newcomers aim to capitalise on
China’s new thirst for electric vehicles
(evs). Last year 1.3m of them were sold in
the country, accounting for two-fifths of
the global total, estimates Canalys, a re-
search firm. As part of its anti-pollution
drive, China’s government wants every
other new car sold to be an Ev by 2035.

Tech firms like Huawei and DjI are bet-
ting that future Evs will compete not so
much on the “eye appeal” of their hardware
as on the sophistication of their software.
Fully autonomous vehicles, able to under-
stand their surroundings, are the ultimate
(if distant) goal. Conveniently, both Hua-
wei and DJj1 have developed advanced
laser-based detection systems which, they
reason, could easily be applied to passen-
ger cars. China’s most popular search en-
gine, Baidu, another star turn, unveiled its
own radar self-driving technology.

Some of the firms are joining forces
with conventional carmakers to get to mar-
ket quickly—important in an industry
where first-mover advantage matters, as
Tesla has shown. Huawei is teaming up
with Beijing-based BAIC Group to roll out
its new luxury Ev. Baidu recently entered
into a “strategic partnership” with Geely,
which owns Volvo among other brands, to
mass-produce “intelligent” Evs (Which are
short of full autonomy).

Other newcomers prefer to do things
in-house. Evergrande is building its own
EV factories. It aims, ambitiously, to com-
pete with Mercedes-Benz, BMW, Audi and
Tesla, says Dai Lei, an executive at the com-
pany. Xiaomi, a purveyor of smartphones
that has given the Shanghai jamboree a
miss, pledged last month to invest $10bn
over ten years in its new EV business. Xiao-
mi gamely insists it has “distinct and un-
ique advantages in manufacturing cars”,
despite having no history of making them
(and its planned investment being a frac-

tion of what carmakers familiar with pro-
ducing at scale, like Volkswagen, are
ploughing into Evs).

Proponents of do-it-yourself argue they
can recoup initial outlays on new factories
down the line by not having to share rev-
enues with partners. They add that the in-
centives of established carmakers are not
aligned with those of the newcomers; Gee-
ly’'s own EV marque, called Zeekr, is on dis-
play at Auto Shanghai not far from Baidu’s
booth. For all the talk about “win-win co-
operation”, rivalry is likely to intensify.

As the twoapproaches evolve, one thing
looks certain: lots of wannabe Ev-makers
will struggle. Even if Auto Shanghai re-
turns in future years, unlike many Western
car shows killed off by the pandemic, plen-
ty of the current edition’s budding exhibi-
tors will not. ®

Pharmaceuticals

Lab life

BERLIN
Can Merck’s new boss maintain the
German drugmaker’s winning streak?

FEW COMPANIES have a history as long
and interesting as Merck. Founded in
1668 by Friedrich Jacob Merck as a pharma-
cy in Darmstadt, the world’s oldest apothe-
cary has survived several European wars,
two world wars and the Nazi regime. In 1917
America’s government confiscated its
American subsidiary under the Trading
with the Enemy Act. It has operated as a ri-
val business, based in New Jersey but, con-
fusingly, also named Merck, ever since.
Belén Garijo, the no-nonsense 6o-year-
old Spaniard who will take over as Merck’s
chief executive on May 1st, says she is
keenly aware of her company’s heritage
and its unique ownership structure. Fully
70% of the company is still in the hands of
the 13th generation of Mercks (the rest is
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owned by public investors). And it was at
the family’s instigation that Stefan Osch-
mann, the outgoing CEO, and Ms Garijo, his
deputy, transformed Merck through a se-
ries of bold acquisitions from a drugmaker
living offlegacy medicinesinto a conglom-
erate that makes gear and chemicals for
biotechnologylabs as well as pharmaceuti-
cals. “Diversification is strength,” insists
Ms Garijo, who herself embodies diversity,
becoming only the second woman ever to
head a firm in the DAX 30 index of Ger-
many’s bluest chips.

Investors applauded the strategic shift
under Mr Oschmann (see chart). Merck’s
market value increased from €36bn ($41bn)
in 2016 when he took the helm to €63bn,
more than Bayer, another big German
drugmaker, which has almost twice as ma-
ny employees as Merck, and nearly as
much as BASF, a chemicals giant. Last year
the group’s revenues rose by 9% to €17.5bn;
net profit shot up by 51% to €2bn.

The most immediate task for Ms Garijo
is to manage a shake-up of the executive
suite. The company is installing new heads
of drugmaking, research and develop-
ment, and the American pharmaceuticals
business. It is also looking for a new head
of the lab division; Udit Batra, who used to
run it, left after Ms Garijo pipped him to the
top job last year.

The new boss must also ensure that the
commercial potential of the course chart-
ed by her predecessor is realised, says Mat-
thew Weston of Credit Suisse, abank. Some
big bets appear to have disappointed. Bin-
trafusp alfa, a drug to fight lung cancer that
isin the late stages of development, did not
show any benefit over a rival drug in trials.
Only two other drugs are close to potential
clinical use, a lung-cancer treatment and
one to fight multiple sclerosis. In 2020
sales of the medicines business edged
down by 1%.

In the pandemic year this was handily
offset by the strong performance of
Merck’s lab division, which has become
the firm’s biggest arm. Its sales increased
by nearly 10% to €7.5bn in 2020. In Febru-
ary Merck announced that it will signifi-
cantly accelerate the supply of the fatty
bubbles needed to make the Pfizer-BioN-
Tech vaccine against covid-19. Few compa-
nies in the world are able to produce these
custom lipids in large quantities for vac-
cine production. The company has also
said it will invest in production capacity
for disposable plastic materials for bio-
reactors, another essential ingredient for
makers of covid-19 vaccines.

The lab business should continue to
thrive once the pandemic abates, thinks
Mr Weston. That will let Ms Garijo focus on
medicines, which as former head of the
pharma division she is well placed to do.
Mr Oschmann will be a tough act to fol-
low—but not an impossible one. ®
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Schumpeter | Modi operandi

Amazon and Walmart confront Indian politics

Business

I N THEORY, THE battle for e-commerce in India should be a purely
commercial one, in which two of the world’s biggest retailers,
Walmart and Amazon, compete with each other and Reliance In-
dustries, a conglomerate thatalso owns India’s biggest retailer. In
reality, there is a fourth force: the prime minister, Narendra Modji,
and untold numbers of small merchants that support his Bharati-
yaJanata Party (BJP). As nationalists, they naturally side with Reli-
ance, which is led by Mukesh Ambani, India’s richest man. That
makes the battle visceral, mixing business, politics, xenophobia
and billionaires.

Before Reliance Retail, Mr Ambani’s commercial arm, launch-
ed its own e-commerce platform last year, Amazon and Walmart-
owned Flipkart were the undisputed lords of online selling in
India. They invested heavily in technology, logistics and pay-
ments to build market shares of about 35% each in what is still,
partly as a result of curbs on their activities by the Modi govern-
ment, a relatively underexploited e-commerce market. Now, coin-
ciding with a renewed surge in covid-19 cases in India, the risks
they face are rising. Lockdowns may favour Reliance Retail, espe-
cially given the prominence of its online grocery store, JioMart.
And yet more government efforts to hobble the foreign-owned
e-merchants may be on the way. As a result, Amazon and Flipkart
are themselves having to play politics to defend their interests. It
is an unsavoury situation. Just when foreign firms are looking for
big and attractive alternatives to China to invest and grow, India’s
government, like that of China, is becoming surlier.

Foreign-owned e-commerce firms already faced tough restric-
tions before Mr Modi took office in 2014. After Walmart’s $16bn
purchase of Flipkart in 2018, the rules were tightened further, with
unexpected severity. Two restrictions predominate. First, foreign
firms are prevented from holding inventory or selling their own
goods, which both Amazon and Walmart do in other markets.
They can offer their platforms only as “marketplaces” for other
buyers and sellers. Second, the degree to which they can own big
sellers on their platformsis limited, to prevent those sellersacting
covertly on their behalf. Reliance Retail endures no such restric-
tions, even though it raised $6bn last year from foreign investors.
As an Indian company, it enjoys what bullish analysts at Jefferies,

an investment bank, call a “regulatory advantage”.

The restrictions imposed three years ago left a few loopholes
for Amazon and Flipkart to exploit. Yet both firms remain under
threat on several fronts. New rules on foreign investments are un-
der consideration, which may tighten up those loopholes and
force the two market leaders to reduce or eliminate ownership
stakes in theiranchor sellers. And both have been underinvestiga-
tion by the antitrust watchdog, the Competition Commission of
India. They insist the probe has no merit.

Amarzon is engaged in a legal battle to stop Mr Ambani’s $3.4bn
takeover of Future Group, India’s second-biggest retailer. Amazon
alleged that the sale breached the terms of its investment in a unit
of Future that barred its sale without Amazon’s consent. India’s
Supreme Court is expected to rule on the matter shortly. A victory
for Mr Ambani would boost his ability to offer “omnichannel”
commerce in India; the acquisition would add about 1,700 Future
stores to Reliance’s 3,500 existing ones and also benefit JioMart.
As foreign-owned retailers, Amazon and Flipkart are largely pro-
hibited from mixing physical and digital channels.

For years both firms kept low profiles in India. No longer. This
month Flipkart forged a partnership with part of the Adani Group,
a conglomerate led by Gautam Adani, an industrialist whose for-
tune has soared recently thanks to investments in physical and
digital infrastructure. The pact is for the construction of a giant
warehouse and data centre, but many discern political motiva-
tions, too. Mr Adani’s firm has deep roots in Gujarat, the state in
which Mr Modi built his power base. Flipkart may feel it needs a
domestic champion, especially as it mulls a flotation this year that
Bernstein, a broker, says could value it at $40bn-50bn.

Amazon is also seeking to win over the BJpP’s vociferous sup-
porters. It is using its brand power to recruitits own army of small
retailers. Jeff Bezos, its founder and the world’s richest man, was
ridiculed in January last year for being snubbed by Mr Modi on a
high-profile visit to India. But he still pledged $1bn of investment
to help digitise small businesses. This month Andrew Jassy, Ama-
zon’s CEO-in-waiting, doubled down on the offer, pledging anoth-
er $250m to launch a small-business venture fund in India. Such
investments are all framed in the context of Mr Modi’s slogan of a
“self-reliant India”. They also win hearts and minds.

So much for self-Reliance

Few are likely to shed many tears for either Amazon’s or Walmart’s
Indian travails. They take no prisoners in their businesses outside
the country. And within it both have built such strong moats that
the position of neither is in jeopardy. As Arpan Sheth of Bain, a
consultancy, says, “Walmart and Amazon are here to stay.”

The lament is chiefly for India itself. Reliance needs no more
protection than it currently enjoys. According to Jefferies, its retail
revenues are already greater than those of the next ten Indian re-
tailers combined. E-grocery, in which JioMart excels, is expected
to grow ten-fold within five years, in part by digitising kirana, as
Indian neighbourhood shops are known. Its telecoms network,
Jio, has over 400m subscribers and extends into India’s poorest
areas. Its payment platform, linked up with WhatsApp, a messag-
ing service owned by Facebook, also has huge potential.

Some see Reliance as the Indian equivalent of Alibaba, China’s
e-commerce titan. The big difference is that the Chinese govern-
ment has sought to kneecap Alibaba and its co-founder, Jack Ma.
InIndia, it is Reliance’s rivals that are getting the rough treatment.
That bodes ill for competition—and hence for India itself. m
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Economic sanctions

Handle with care

Sanctions are now a central tool of governments’ foreign policy. The more they
are used, however, the less effective they become

N 2016 JACK LEW, America’s then treasury
Isecretary, reflected on how his country
had, over decades, “refined our capacity to
apply sanctions effectively”. But he also
gave awarning: overuse “could undermine
our leadership position within the global
economy, and the effectiveness of our
sanctions themselves”.

If the message was “proceed with cau-
tion”, it was lost on Donald Trump, who be-
came president soon after. The screw was
turned against China, Iran, Russia, Vene-
zuela and others. The steady increase in
sanctions “proved to be a rare constant” on
Mr Trump’s watch, says Adam Smith of
Gibson Dunn, a law firm. During Mr
Trump’s four-year term, the Office of For-
eign Assets Control (OFAC), which oversees
American sanctions programmes, targeted
roughly twice as many entities and indi-
viduals ayearas ithad during the two-term
presidencies of George W. Bush and Barack
Obama (see chart).

Those who thought Joe Biden would
sound a retreat were quickly set straight.
True, his administration, hoping to revive
a nuclear deal with Iran struck by Mr Oba-

ma butabandoned by Mr Trump, is talking
to the Islamic Republic about easing his
predecessor’s “maximum pressure” sanc-
tions. However, his first few months in of-
fice have also seen a host of new sanctions.

On April 15th America announced
sweeping measures against Russia for
election-meddling, cyber-attacks and
more. A month earlier America and West-
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ern allies had imposed asset freezes and
travel bans on several Chinese officials for
their role in human-rights abuses in Xin-
jiang. Since Mr Biden took office America
has also sanctioned officials deemed to
have undermined Hong Kong's autonomy;
announced curbs on China’s access to
American technology for supercomputers;
and targeted companies linked to the junta
behind Myanmar’s coup.

Such measures show how sanctions
have become a central tool of foreign poli-
cy. Governments increasingly see them as
a way to try to change other states’ behav-
iour in situations where diplomacy alone
is insufficient, but military intervention is
seen as too risky or heavy-handed.

As the use of sanctions has grown, so
has their variety. What was once a smatter-
ingof trade embargoes hasbecome a global
mesh of coercive tools, some covering
countries or whole economic sectors, oth-
ers single firms or individuals. Mr Trump’s
targets included Huawei, a Chinese 5G-net-
work provider, and TikTok, a video app; Mr
Biden’s sanctions cover a Russian troll
farm and a Pakistan-based firm that alleg-
edly creates fake 1Ds used by trolls.

Mr Biden is likely to make use of Amer-
ica’s Magnitsky Act (named after a lawyer
who died in a Russian prison) to move
against foreign officials accused of corrup-
tion or serious human-rights abuses.
Western countries—including Britain as it
looks to forge a post-EU sanctions policy—
are increasingly adopting “thematic, val-
ues-based policies” that target such mis- p
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» creants, says Emil Dall of the Royal United
Services Institute (RUSI), a think-tank.

This sophistication is partly a matter of
necessity. Targets were once mostly eco-
nomic small fry, such as Cuba and North
Korea; now they include much bigger fish,
such as China and Russia. As targets have
grown, so has the potential for collateral
damage. A blanket embargo on China for
locking up Uyghurs, say, could produce in-
tolerable economic blowback.

Large targets, however, also feel more
emboldened to hit back. China responded
to the Xinjiang sanctions with counter-
measures against European politicians,
diplomats and a think-tank. Its growing
economic clout means it can wound when
it retaliates. It may also, over the longer
term, have a corrosive effect on sanctions:
the more the large targets respond by seek-
ing toreduce their reliance on American fi-
nance and technology, the weaker Ameri-
ca’s global economic leverage becomes—
and the less potent sanctions’ impact.

The first recorded use of sanctions was
in 432Bc, when the Athenian Empire
banned traders from Megara from its mar-
ketplaces, thereby strangling the rival city-
state’s economy. However, “not until the
20th century did modern concepts of inter-
national sanctions—a collective denial of
economic access designed to enforce glo-
bal order—become prominent,” writes
Benjamin Coates, a historian, in an essay
published last year.

The League of Nations led in forging
multilateral sanctions in the early 20th
century. The UN later did the same against
obnoxious regimes from white-suprema-
cist Rhodesia to Saddam Hussein’s Iraq.
America, for its part, stepped up its unilat-
eral sanctions after the second world war.
OFAC was created in 1950, a decade after a
forerunner had been set up to freeze the us
assets of the Danish and Norwegian gov-
ernments, in order to stop the Nazis seiz-
ing them. During the cold war, Congress

=
In the crosshairs

gave the president new powers to impose
sanctions. Cuba was a favourite target.

Useintensified in the 1990s, with Amer-
ica targeting Iran as it flirted with nuclear-
bomb-making. But the most dramatic shift
in America’s approach followed the 9/1 ter-
ror attacks in 2001. The Patriot Act, passed
soon after, targeted terrorist coffers. Thus
began an era of more carefully tailored, or
“smart”, sanctions that sought to ham-
string terrorists, dictators and others by re-
stricting their access to American-owned
or influenced financial plumbing (an ex-
ample of the latter being the sWIFT inter-
bank network). This change of tack “made
sanctions so much more powerful than
they were before”, says Mr Coates.

Double-edged swords

Another inflection point came around
2010, as America upped its use of “second-
ary sanctions”, which target not only the
perceived bad guys but also threaten any-
one doing business with them with finan-
cial excommunication. Their power was
most apparent in Iran: European firms saw
golden opportunities there after the 2015
nuclear deal but backed away in droves
after Mr Trump reimposed sanctions, and
added secondary ones, in 2018.

American policy has undergone two
further shifts over the past decade. The
first, sparked by Russia’s annexation of
Crimea in 2014, was to go after bigger fish.
America and other Western powers un-
veiled sanctions against dozens of Russian
agencies, companies and members of Mr
Putin’s circle. In doing so they were taking
on an economy more than twice the size of
any other previously targeted with such
comprehensive sanctions.

The second shift was Mr Trump’s splat-
tergun approach. So varied were his targets
and so devoid of diplomacy his manner (he
once threatened to “obliterate” the econ-
omy of Turkey, a NATO ally, during a spat
over Syria) that sanctions wonks were left

United States, selected countries on the Specially Designated Nationals and Blocked Persons list

January 4th 2021, by target of sanctions

Entities (of which: banks) Individuals Aircraft Vessels Total
Iran T T 304 | BEH B 205 1,733
Syria | R I 457 | kL |10 676
Ukraine W 178 I 2:0 |3 |8 419
North Korea [l 162 M 30 |16 W06 414
Russia W 176 B 158 nil nil 334
Venezuela | L] 4 | B 4 333
China W 32 W nil nil 246
Cuba | ! [5 nil 4 82
Belarus | 13 25 nil nil 38
Hong Kong nil |8 nil nil 8

Sources: Peterson Institute for International Economics; Office of Foreign Assets Control

Finance & economics

wondering if there was any method in the
madness. But his administration undenia-
bly displayed creativity. “What Trump
came upon were nuances in ways to target
big players like Russia and China, with
sanctions that were not quite sanctions,”
says a former ofFAc official. His restrictions
on Chinese tech and telecoms firms, for in-
stance, hit their ability to design chips,
source components or operate effectively
in many Western countries.

They also greatly added to the stress on
banks and companies that have to comply
with sanctions. Unlike conventional sanc-
tions, which work by freezing trade, the fi-
nancial sort “turn private actors into en-
forcers”, says Mr Coates. The cost of steer-
ing clear of blacklisted people and entities
has risen relentlessly, especially for banks.
An executive at one global bank says that
after being caught and fined for breaching
American sanctions, it has spent “a couple
of billion” dollars on hiring more compli-
ance people and installing better screening
technology to avoid a repeat.

A big outlay, to be sure, but falling foul
of OFAC can cost even more. Until around a
decade ago, sanctions enforcement was a
technocratic backwater. Today penalties
can run into the billions, with operating
restrictions often tacked on to increase the
pain. In 2014 BNP Paribas, a French bank,
pleaded guilty to processing thousands of
transactions involving countries blacklist-
ed by America, paid an $8.9bn fine and was
forced tosuspend itsdollar-clearing opera-
tions in New York for a year.

The cost would be easier to bear if sanc-
tions usually achieved their aims. Measur-
ing success is difficult; even American gov-
ernment departments involved in sanc-
tions don’t carry out their own assess-
ments. But it is clear that many fail. The
maximum-pressure measures against Iran
have neither dislodged its theocratic re-
gime nor halted its nuclear ambitions; the
country has more enriched uranium now
than when Mr Trump took office.

Moreover, sanctions provoke counter-
measures. The most direct way is for the
target country to issue counter-sanctions.
An alternative is to use legal mechanisms
to negate sanctions. “Blocking statutes”
aim to shield domestic companies by pro-
hibiting them from complying with anoth-
er country’s sanctions. The EU’s statute
dates back to the 1990s, and was strength-
ened after Mr Trump pulled out of the Iran
accord. It has sparked litigation in Britain,
Germany and the Netherlands, and several
cases are before the European Court of Jus-
tice (Ecj). In Britain, Metro Bank is being
sued by a group of Iranian clients who ar-
gue that the bank’s closure of their ac-
counts without warning—after Metro
found it had breached American sanc-
tions—violated the blocking statute. The
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» European firms operating in Iran, or wish-
ing to, but caught between competing
sanctions regimes. China issued a block-
ing statute in January (based on Europe’s),
but is yet to flesh out the extraterritorial
measures to which it applies.

The use of courts to challenge sanctions
goes beyond blocking statutes. Maya Les-
ter, a London-based barrister, has worked
on several cases on the impact of sanctions
on commercial contracts, and many more
involving individuals and entities—in-
cluding Iranian banks—suing to be re-
moved from blacklists. Several have suc-

ceeded. There are legal challenges in
America, too. Last year a court halted Mr
Trump’s attempted blacklisting of TikTok.
In March a federal judge suspended a simi-
lar ban on Xiaomi, a smartphone-maker.
The biggest long-term threat to sanc-
tions’ effectiveness involves efforts by tar-
gets to circumvent them. A time-honoured
way to do this is to trade through sanc-
tions-busters: black-marketeers using
shell companies, fake trade paperwork and
other dark arts. Turkey and Dubai—partic-
ularly the latter’s trading houses and free-
trade zones—have been weak links in en-

The art of war

The pitfalls of trading geopolitical risk

ALK TO THOSE Who regularly buy and
Tsell financial assets in the world’s
trouble spots and you soon come across a
perennial source of irritation. Everybody
is an expert. The prospect of conflict
turns every know-nothing spreadsheet
jockey into a military strategist or Krem-
lin-watcher. Buttonwood shares this
indignation on behalf of newspaper
columnists everywhere. Making bold
statements based on a little knowledge is
our racket. Move along, please. We're
already working this corner.

There is plenty just now to occupy the
armchair general. Geopolitical risk is on
the rise after a pause for the pandemic,
concludes a recent paper from BcA Re-
search. Three proto-conflicts in partic-
ular are hogging headlines and testing
the resolve of the new administration in
Washington. Russia has deployed
enough troops to stage fresh incursions
into eastern Ukraine. Iran has stepped up
its nuclear programme, to the ire of
Israel. And China is menacingly carrying
out drills around the island of Taiwan.

An escalation of these tensions has
the potential to knock markets sideways.
And it is tempting for investors to try to
anticipate a flare-up, so as to harvest
“geopolitical alpha”, the excess returns
from bearing conflict-related risks. By
and large, the temptation should be
resisted. Trading successfully around
geopolitics is a lot harder than it looks.

Perhaps the most seductive idea to
repel is that you have some expertise.
Genuine experts are not in short supply.
Justaboutanyone who spent time at the
State Department or as a national-securi-
ty adviser appears to have set up a con-
sultancy. But there are pitfalls for the
unwary, as Marko Papic of Clocktower
Group, an alternative-investment firm,
argues in his book “Geopolitical Alpha”.

The first thing to remember is that former
intelligence agents no longer have access
to classified intelligence. Be especially
wary of high-conviction views, says Mr
Papic. Consultants tend to exaggerate the
likelihood of the worst outcomes, because
itis a good way to showcase their insight.
Atrue expert will be circumspect, setting
out scenarios and pinpointing the factors
you need to monitor.

In fact few geopolitical events have a
lasting impact on stockmarkets. As Mr
Papic shows in his book, the pattern from
the 1962 Cuban missile crisis onwards is
for a short-term fall in America’s stock-
market to be followed by a rally over the
following year, and often quite a strong
one. An exception is the Yom Kippur war
and the subsequent oil embargo. Butin
general, markets regain their poise. The
economy carries on. From this we might
grope towards the germ of a useful trading
rule. The best way to profit from geopoliti-
cal risk might simply be to trade against
the excessive fears of others.

At the outset of a geopolitical crisis,
events move more quickly than you can
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forcing Western sanctions on Iran.

More important, countries targeted by
sanctions, and those that want to trade
with them, are exploring ways to decouple
economically from those that impose
them, particularly America. China has re-
sponded to American technology bans by
scaling up plans to invest in producing
chips at home. It is also trying to reduce its
reliance on the dollar and American banks
by, for instance, making the yuan more ap-
pealing in international finance.

Digitisation might help it do so. China’s
central bank is a world leader in develop- p

trade on them. You read of tensions in
the Middle East. So you buy oil futures.
But algorithmic traders will beatyou to
the punch. You could chase the escala-
tion. But now you are a momentum
trader, rather than a geopolitical-risk
trader. And sometimes there is no obvi-
ous trade to execute—or the seemingly
obvious trade doesn’t entirely make
sense. When North Korea stepped up its
missile testing in 2017, a popular trade
was to buy credit-default swaps, a form
of insurance, on South Korean govern-
ment debt. But you might reasonably ask
whether a debt default would really be
your biggest concern in the event of a
nuclear strike.

If you instead decide to look for over-
sold assets, you still have some thinking
to do. You might, forinstance, decide
that Russian assets are cheap. The trou-
ble is that tensions between Russia and
America could easily worsen. If you want
to “buy the dip” in this way you should
have a theory of how things might even-
tually be resolved, based on informed
judgments about what each party to a
conflict wants and what their political
and economic constraints are. You would
need to map the potential flashpoints
from here to there. If you judge that a
conflict cannot de-escalate easily, the
wiser course might be to stay away.

In geopolitics, a little knowledge can
be a dangerous thing. Yet investors can-
not be entirely agnostic about the broad
sweep of international relations. The
long boom of the 1990s is not easily
detached from the fall of the Berlin Wall.
China’s accession to the World Trade
Organisation in 2001 ushered in a com-
modity super-cycle. Avoid the narrow
purview of the typical spreadsheet jock-
ey. But beware the armchair geopolitical
strategist—especially if it is you.
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» ing adigital currency, which is being tested
in several cities. It “could fundamentally
change how Chinese companies do busi-
ness by 2022 or 2023, says the head of one
globally active bank. If successful, it may
then start to be adopted in other parts of
Asia and later farther afield. China would
also like to loosen America’s grip on the
cross-border payments infrastructure. It
has its own version of SWIFT, called cips,
which simplifies cross-border payments
inyuan.

Europe, too, is seeking to strengthen its
single currency’s role in global commerce.
The euro is now used to settle some inter-
national oil shipments, for instance by
commodities firms buying from Russia.
(The oil trade has traditionally been de-
nominated in dollars.) Russia’s capital
markets have become much less reliant on
foreign investors since the Crimea-linked
sanctions were imposed seven years ago—
one reason why its markets shrugged off
America’s latest restrictions.

It would be easy to exaggerate this
trend. The EU’s attempt to create a barter
mechanism to help its firms get around
American sanctions has failed to take off.
China’s financial system is opaque and
largely closed. The yuan accounts for just
2.4% of global payments, while the dollar
makes up 38%. cIps is minuscule. Still, the
direction of travel is clear.

For now, the sanctions-compliance
world remains fixated on policy in Wash-
ington. There are few signs of a significant
let-up in the pressure applied by the
Trump administration, except perhaps,
with strict conditions, on Iran. That said,
Mr Biden is likely to work harder than his
predecessor to “pair sanctions with diplo-
macy”, says RUSI’s Mr Dall.

The changes in China’s approach to
sanctions, however, may be more dramat-
ic. It shows signs of becoming more asser-
tive, including by being quicker to retali-
ate. It has growing leverage as a huge mar-
ket for foreign firms hawking everything
from consumer goods to commodities,
and as financier-in-chief of America’s na-
tional debt. It may also be developing a
taste for pre-emptive sanctions. A report
by the Centre for a New American Security,
a think-tank, counted ten such cases in
2010-18, triple the number in 1978-2000. In
2019 China announced sanctions on Amer-
ican arms-makers that supply Taiwan.
More recently, itimposed an unofficial ban
on Australian coal over Canberra’s “offen-
sive” anti-China rhetoric.

China will also continue to try to turn
Western sanctions to its advantage. They
have helped it advance its interests abroad,
for instance by filling the economic void
left by American sanctions on Iran and
Venezuela. In March China reportedly
signed a $400bn, 25-year deal to invest in
Iran’s energy sector and upgrade its tran-

sport and manufacturing infrastructure.

This increased muscle-flexing under-
lines that the world of sanctions is becom-
ing less unipolar. China’s reach may be
limited by its small role in international fi-
nance, relative to trade. But its share is
growing, and it is not alone in looking for
ways to reduce reliance on the greenback.
A China no longer reliant on America or
other outsiders for financial plumbing or
critical technologies is likely to feel more
emboldened to, say, attack Taiwan.

And this raises the spectre of the irre-
versible shift Mr Lew warned of: thata tool
designed to be one of the most forceful ex-
pressions of American power instead fatal-
ly undermines its economic hegemony.
The stakes could hardly be higher. m

Bad debt in China

Righting Huarong

HONG KONG
Will China bail out one of its most
powerful financial institutions?

HE EXECUTIVES of Huarong Asset Man-
Tagement have not been able to hide
from China’s authorities. A corruption
probe into the state-owned financier in
April 2018 sent senior staff and business
partners scattering abroad, only to be
rounded up in an international dragnet.
One casino tycoon with close links to Hua-
rong was captured in Cambodia. Its former
chairman, Lai Xiaomin, was put to death in
January for what a Chinese court called
egregious financial crimes and bigamy.
Until recently the company proved much
better at hiding its debt and disguising
losses. Huarong, which as of June had
1.7trn yuan ($262bn) in assets, is thought to

Beijing’s bad-debt dilemma
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have lent with abandon to some of China’s
riskiest borrowers. Three years after regu-
lators began mucking out the mess left by
its previous management, the risks are
spilling into global markets.

The first sign of trouble came when the
company failed to issue its financial state-
ments for 2020 by the deadline of March
31st. It attributed the delay to a “relevant
transaction” that auditors needed time to
assess. Then, Caixin, a financial publica-
tion, reported that a significant restructur-
ing was being discussed, sending its bond
prices to record lows. By mid-April its debt
securities were trading at junk prices. Reg-
ulators kept mum for weeks, allowing pan-
ic to spread to other state-owned securi-
ties, before declaring on April 16th that
Huarong had ample liquidity. This eased
some concerns over the $22bn in offshore
bonds held by global investors. On April
20th Huarong’s offshore financing unit
sought to allay worries further, saying it
made a profit in the first quarter.

Yet the spectre of restructuring or de-
faultatagroup in which the Ministry of Fi-
nance has a nearly 60% stake continues to
rattle markets. Larry Hu of Macquarie, an
investment bank, noted that the turbu-
lence at Huarong is “likely to be the begin-
ning of a series of credit events in 2021".

The concerns are justified. Huarong,
one of four distressed-asset management
companies (AMCs), is among China’s most
powerful financial institutions. Created in
the late 1990s to deal with 1.3trn yuan in
bad debts from the country’s four largest
commercial banks, the groups have
thrived as China’s banking system contin-
ued to produce mounds of dud credit (as of
June, Huarong alone held distressed assets
worth 841bn yuan). The AMcs were de-
signed to be wound down as the first cache
of toxic assets were worked out or liquidat-
ed. They have instead become sprawling
conglomerates, both within China and in
Hong Kong. Under the direction of Mr Lai,
Huarong transformed itself into an invest-
ment bank with dozens of subsidiaries do-
ing everything from securities broking to
high-yield cross-border lending. Many of
its losses are thought to be linked to loans
to companies that have since gone bust.

The AMc business model has been high-
ly controversial. Instead of merely buying
soured debts from commercial banks, they
began borrowing at low rates from banks
and then lending last-resort funds at high
cost to troubled companies. A recent paper
by Ben Charoenwong of the National Uni-
versity of Singapore and others concludes
that AMcs have been in the business of
concealing banks’ bad assets from regula-
tors, and often reselling them at inflated
prices to investors that borrow heavily
from the same banks. This and other bad
practices have led to a non-performing-
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loan rate for commercial banks that could p
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» be two to four times higher than the offi-
cially reported 1.8% at the end of 2020.
Moreover, China’s banks have largely re-
capitalised the amcs through bond pur-
chases, notes Andrew Collier of Orient
Capital Research.

Officials are growing more comfortable
with defaults at state-owned enterprises.
Late last year the default of Yongcheng Coal
sent a signal that even important regional
state firms could be allowed to fail. But
Huarong presents a much bigger and more
systemic challenge for Beijing. The sugges-
tion of a restructuring has already started
to reshape how investors view the coun-
try’s most powerful financial institutions.
Centrally controlled state firms have long
been considered too big and too important

to fail, and therefore seen as prime targets
for investment. Any shift in that sense of
security would force global investors to re-
think how they investin China. That might
be why the central bank was reported on
April 22nd to be considering assuming
100bn yuan of Huarong's assets.

Regulators are “walking a very fine line”
between financial stability and moral haz-
ard, says Ming Tan of s&p Global, a rating
agency. They must weigh the potential for
financial chaos if an institution of Hua-
rong's size and complexity collapses,
against the effects of bailing out a reckless
conglomerate, along with its global inves-
tors. They may have learnt, too, that bad as-
sets, no matter how well disguised, cannot
stay hidden for ever. m

Model behaviour

WASHINGTON, DC
A mathematical economist wins the John Bates Clark medal

E CONOMISTS LIKE to crunch numbers
and build models to guide policymak-
ers. But who guides them in turn? Isaiah
Andrews of Harvard University has been
trying to help. On April 20th the Amer-
ican Economic Association awarded him
the John Bates Clark Medal, a prize for
leading economists under the age of 40,
for his efforts.

Mr Andrews did not expect to become
an econometrician (an economist who
specialises in statistics). Butduring
graduate study he was drawn towards
questions about the lessons and limits of
data. With Matthew Gentzkow of Stan-
ford University and Jesse Shapiro of
Brown University, he suggested a way to
assess the quality of economists’ models.
He also showed economists how to work
out how much their findings might
change under alternative assumptions,
helping them fend off accusations that
their results were a feature of their as-
sumptions rather than the data.

In work with Maximilian Kasy, now of
Oxford University, Mr Andrews cast light
on the fact that economists are too eager
to pursue striking results, and journal
editors too prone to approve them. Stud-
ies that find that minimum wages have
no significant effect on employment, for
example, are only a third as likely to be
published as those finding a stronger
negative effect. The researchers devel-
oped a way to adjust reported results for
this publication bias—and found that the
average effect of a higher minimum wage
on employment fell by half.

Mr Andrews, with others, also ex-
plored what is called the winner’s curse
when it comes to choosing between

R 9

policies: the policy that performs best in
a trial may owe its top rank to chance,
and will later be doomed to disappoint.
To illustrate this the researchers turnto a
trial that assesses the most effective
ways of encouraging people to donate to
charity, by combining requests for spe-
cific donations with promises to match
the initial contribution. The researchers
find that if the charity chooses the meth-
od thatdoes best ina trial, it will always
overestimate its donations. They suggest
ways to make a more realistic estimate
that takes account of the role of chance.

All told, the prize-giving committee
concluded, Mr Andrews had helped turn
econometrics “back towards the study of
the most important problems faced in
empirical research”.

Bestin class
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Emerging markets

The wave v
the tantrum

HONG KONG
How one emerging-market worry is
giving way to another

D ESPITE THEIR supposed dynamism,
emerging markets often struggle to es-
cape their past. A few months ago, inves-
tors worried that this year would turn out
to be a repeat of 2013, when rising bond
yields in America prompted a sharp sell-
off in emerging markets, known as the tap-
er tantrum. Now investors are worried that
2021willbe a grim repeat of last year, as an-
other, more virulent wave of covid-19 in-
fections spreads through Brazil, India and
elsewhere.

To give shape to these fears, analysts
have been busy drawing up lists of the
most vulnerable countries, based on every-
thing from inflation to infection rates.
They have been looking for this year’s suc-
cessors to the “fragile five” (Brazil, India,
Indonesia, South Africa and Turkey), the
countries that were hardest hit by the taper
tantrum eight years ago. So it is notable
that the man who named the original five,
James Lord of Morgan Stanley, a bank, has
chosen this moment to turn “outright bull-
ish” on some emerging-market assets, tell-
ing his clients to “buy local bonds”. What
explains his calm in the face of calamity?

The calamity is, after all, undeniable.
India’s second wave is terrifying (see Asia
section) but not unique. The recorded
number of new infections per 1m people is
still higher (over the past two weeks of da-
ta) in Argentina, Brazil, Chile, Colombia
and Turkey than in India. JPMorgan Chase,
another bank, last week cut its growth
forecasts for India and Brazil, following
earlier cuts for the Philippines and much
of central Europe. It now expects the com-
bined GDP of emerging markets (excluding
China) to grow by 5.9% this year. That is
barely any faster than the pace expected of
developed markets (which are projected to
grow by 5.7%) and would leave emerging-
market GDP only 1% bigger than in 2019.

But even as the covid-19 wave is repeat-
ing itself, the bond tantrum is not. The
yield on ten-year American government
bonds has stopped rising and slipped back
below 1.6%, despite strong data on jobs,
housing, manufacturing and retail sales in
the world’s biggest, boomiest economy.
The “real” yield on inflation-protected
bonds is now -0.7%, about the same as it
was at the end of February. If the American
bond market remains this well behaved in
the coming months, then foreign investors
will find it harder to resist the spicier re-
wards offered by bonds denominated in
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» the rand, real or rupiah.

Indeed, one reason why the tantrum
has receded is because the virus has not. As
the pandemic begins to interrupt the
emerging world’s economic recovery, their
central banks will surely worry less about
any gathering inflationary pressure. Mor-
gan Stanley believes that central banks in
Brazil, Russia and Mexico among others
are unlikely to raise interest rates as sharp-
ly as markets now expect. The delayed re-
covery is bad for emerging economies, but
not necessarily bad for their governments’
paper. Bonds usually do well when growth
is slow and central banks are doveish,
notes Mr Lord.

He nonetheless acknowledges two dan-
gers to this view. One is that American
bond yields start climbing again sooner
than he expects. Another risk is thatthe de-
layed recovery in a big emerging economy
turns into something worse, frightening
investors and raising worries about the
government'’s creditworthiness. In that
case, the price of local bonds would fall
(and yields would rise), even in the ab-
sence of any threat of inflation. In the rich
world, people flock to their governments’
bonds even in the worst of times. In the
emerging world, investors unfortunately
do likewise, flocking to rich countries’ as-
sets and abandoning their own. That is an-
other way in which emerging economies
remain trapped by their past. B

Amundi

Alpha plus

After an impressive decade, what next
for Europe’s BlackRock?

THE PRACTICE of elevating a company's
chief executive to chairman has come
to be frowned upon, if only because a new
boss often struggles to break free if her pre-
decessor is looking over her shoulder. Not
so at Amundi, Europe’s biggest money
manager. In May Yves Perrier, its CEO since
2010, will move upstairs and Valérie Baud-
son, his current deputy, takes the helm as
chief executive. Shareholders have reacted
to the news rather well: Amundi’s share
price has risen by 1% since it was an-
nounced in February.

That shows how much they value con-
tinuity at the firm. Under Mr Perrier
Amundi’s assets under management and
net income more than doubled, to €1.7trn
($2.1trn) and €962bn by the end of 2020. Its
market capitalisation has swollen from
€7.5bn in 2015, when it went public, to
around €15bn. The firm is still a cut below
America’s titans: BlackRock, for instance,
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manages about $g9trnin assets. Yet Amundi
is nearly twice as big as its closest conti-
nental rival, and the only European firm in
the global top ten. The question for Ms
Baudson is whether the firm has much
more room to grow.

Three factors have underpinned Amun-
di’s rise since it came into being in 2010, a
result of the merger of the asset-manage-
ment arms of Crédit Agricole and Société
Générale, two French banks. One is the
€650bn in assets it took over from its par-
ents, which gave it the scale to spread out
costs and pocket recurrent income. Clever-
ly, it signed quasi-exclusive distribution
contracts with the banks, ensuring its role
as the main manufacturer of investment
products for their institutional clients, and
that revenue would remain stable.

Amundi then used its excess cash to ac-
quire rivals, including the asset-manage-
mentarms of UniCredit, an Italian bank, in
2016, and of Banco Sabadell, a Spanish
lender, in 2020. Whereas the portfolios it
inherited gave it a foothold in retail invest-
ment, where margins are higher, these
deals allowed it to expand its distribution
network further. Amundi made integrat-
ing those units smoother by developing its
own data- and portfolio-management plat-
form, rather than relying on suppliers—its
third smart choice and one that BlackRock
has made too. That has curbed operating
costs: at 51% of income, they are among the
lowest in Europe.

Ms Baudson can expect a benign few
months. Unable to spend much during
lockdowns, households have stashed re-
cord amounts at banks, some of which
should flow to money managers. Yet be-
yond the short-term bump, being “the big-
gest, most efficient manufacturing mach-
ine” may not suffice, says Haley Tam of
Credit Suisse, a bank. Unlike BlackRocK,
Amundi cannot tap a vast domestic mar-
ket, and its routes to growth are narrowing.

Some woes are common across the in-
dustry. Margins are being crushed. The
shift to low-cost “passive” funds, which
track an index, is accelerating in Europe
and dragging managers’ average fees
down. Competition is fierce. And lower in-
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terest rates (and therefore returns) are
making active managers’ hefty fees more
conspicuous precisely when regulators are
demanding more transparent disclosure
on costs and charges.

Other concerns are specific to Amundi.
Some of the contracts that it so cleverly
signed with banks will soon expire. Histo-
ry suggests they are usually renewed, but
on worse terms for the manager, says Mike
Werner of UBS, anotherbank. And, in an at-
tempt to seek extra returns for its clients,
Amundi wants to grow its alternative-in-
vestment franchise. But it faces stiff com-
petition from specialists. And its scale is a
problem. The firm is too big for this com-
paratively tiny business to make much of a
difference to the top line.

Mr Perrier is unfazed by all this. Amun-
di has room to expand, he argues. Over half
its assets still come from France (see
chart). The firm already has a foothold in
fast-growing markets, such as India, where
it has a joint venture with the country’s
largest bank, and China, where it has a tie-
up with AgBank and Bank of China, two big
lenders. It is targeting €500bn in Asian as-
sets by 2025, up from nearly €300bn today.
“The idea that in the next five to seven
years China becomes as important as
France is not stupid,” Mr Perrier says.

Even in Europe, organic growth is pos-
sible. The shift from defined-benefit to de-
fined-contribution pension schemes,
which give savers more discretion over
how they invest, should boost retail invest-
ment, says Tom Mills of Jefferies, an in-
vestment bank. The huge interest in envi-
ronmental, social and governance pro-
ducts also helps: last year these accounted
foraround 70% of Amundi’s net inflows.

Amundi also has about€1.2bn of excess
capital available for acquisitions. The firm
is in talks to buy Lyxor, Europe’s third-larg-
est provider of exchange-traded funds
(ETFs), from Société Générale for €825m. A
merger would make Amundi the second-
biggest provider of ETFs (after BlackRock).

The firm is venturing out into new ac-
tivities, too. Last year it set up a division to
license its suite of software to smaller
managers, putting it in competition with
BlackRock (analysts expect Amundi to
price its services more cheaply). It aims to
increase such sales sixfold by 2025, to
€15om. That would give the share price a
legup: Mr Perrier notes that such business-
es are typically valued at 20-22 times earn-
ings, compared with 13-14 times for the
whole group.

Done well, all this could sustain rapid
growth. It helps that Ms Baudson brings ex-
perience of the fastest-growing parts of the
business, notably the ETF unit, which she
currently runs. She has relatively little ex-
perience of executing acquisitions. But if
she needs advice, the consummate deal-
maker will be just a flight of stairs away. ®
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Free exchange | Protection racket

How to think about vaccines and intellectual property in a pandemic

ITH ANY luck, the world will be awash in covid-19 vaccines by
U V the end of the year. For now, though, it is not, and of the bil-
lion or so doses that have been produced the vast majority have
been administered in richer countries. Deaths, by contrast, are
increasingly concentrated in poorer ones, like India, where only
about nine in every 100 people have been jabbed, compared with
64 in America. Some governments are floating radical options to
remedy the mismatch. India and South Africa, for instance, pro-
pose that members of the World Trade Organisation waive intel-
lectual-property (1p) protections for covid-fighting technologies,
including vaccines. Some in the rich world are warming to the
idea; in America, ten Democratic senators recently urged Presi-
dentJoe Biden to back it. Drugmakers, however, warn that it would
deal a crippling blow to innovation. Even though 1p protections
are not a big constraint on vaccine production today, the experi-
ence of covid-19 suggests that a re-examination of 1P rights in the
context of health emergencies is overdue.

The economic argument for 1P protections seems compelling
enough. Innovation is costly and risky. Pharmaceutical compa-
nies invest heavily in drug development with no guarantee of suc-
cess. If other firms could freely copy a newly discovered treat-
ment, then its price would quickly fall to the marginal cost of pro-
duction, leaving the innovator unable to cover the costs of devel-
opment. A short-term monopoly on production granted to
innovating firms is needed to make the upfront investments eco-
nomically worthwhile. Patents provide this protection.

1P protections do not always work in quite this way, however.
Studies routinely find little or no evidence that strengthening
them boosts subsequent innovation, argue Michele Boldrin and
David Levine of Washington University in St Louis; pharmaceuti-
cals, where 1P rights are often assumed to be essential, are no ex-
ception. Patents award rich profits to firms even though private
investment accounts for only about a third of spending on Amer-
ican biomedical research, they estimate. Other rewards to innova-
tion, such as financial prizes, could yield more breakthrough
drugs at lower cost. Yet for now, 1p protections are crucial to the
businesses of most of the firms developing covid-19 vaccines.

Should some of these be waived in a pandemic that continues

to claim more than 10,000 lives a day? Advocates argue that the
pandemic is clearly an extreme event that warrants an exemption
from 1P laws. The rapid creation and production of so many co-
vid-19 vaccines is a testament to the long years of private invest-
ment in the associated technologies and the urgency with which
experts at biotech firms moved when the pandemic began. But
there is no ignoring the vast public resources that made these ef-
forts possible, from support for basic research to piles of govern-
ment cash. Nor would a waiver endanger pharma firms’ viability.
Pfizer would still be highly profitable even if you excluded its ex-
pected vaccine-related profits of $4bnin 2021.

Yet industry interests are right to say that liberating vaccine 1p
would not unleash a flood of new production. Most of the world’s
vaccine-making capacity is already in use, in some cases because
developers signed licensing agreements with other manufactur-
ers. AstraZeneca, for instance, struck just such a deal with the Se-
rum Institute of India, the world’s largest vaccine-maker. Other
constraints on production have bound more tightly than 1P rules,
including the limited availability of raw materials and expertise
needed to safely produce doses. Some of those have been imposed
by governments themselves, through export restrictions that in-
terfere with supply chains (see Science section).

Moreover, the biggest obstacle to expanding capacity is not 1p
protections, but proprietary resources and other know-how,
which are not shielded by patents. Many poorer countries face no
patent barriers to using the mRNA technologies employed by Pfi-
zer and Moderna; the obstacle is instead a lack of familiarity with
new techniques. Similarly, would-be producers of adenovirus-
type vaccines, such as that developed by AstraZeneca, lack access
to the specially developed cell lines needed to create them.

A patently bad idea

This state of affairs illustrates deficiencies in how both drugmak-
ers and governments have handled the vaccine effort. Firms have
been reluctant to share cell lines, data and tacit know-how with
producers that could one day pose a competitive threat, slowing
the creation of new, and life-saving, production capacity. In some
cases trade rules permit governments to grant compulsory licenc-
es—the right to use a patented invention without the inventor’s
consent, for a price. But such licences are of no use if developers
do not also share the other information and resources needed to
produce doses. An initiative to aid such sharing set up by the
World Health Organisation, for instance, has been all but ignored
by the industry.

Yet the experience of the past year also suggests how govern-
ments might do better when they next negotiate contracts, say for
vaccines to counter new variants. Having invested so much in de-
velopment, they neglected to include measures in contracts to
compel drugmakers to share the information other manufactur-
ers need to quickly produce vast amounts of vaccines. Nor have
they sought to press firms to transfer the technology needed to ex-
pand manufacturing. In the meantime, governments could do
more to rethink the ground rules for technology transfer and the
sharing of intellectual property, so as to be prepared for the next
pandemic. Costly errors were made, their toll measured in lives.
But they need not be repeated. W

For more, read our By Invitation commentaries: by Mariana Mazzucato,
Jayati Ghosh and Els Torreele at economist.com/vaccinewaiver; and
Michelle McMurry-Heath at economist.com/novaccinewaiver
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Covid-19 and the Defence Production Act

A vaxxing problem

American export controls threaten to hinder global vaccine production

AST WEEK, the billionth dose of covid-19
Lvaccine was made. It is a sign of how
greatly capacity has expanded over the past
six months that the next billion could be
produced by May 27th, according to Airfin-
ity, an analytics firm (see chart on next
page). Yet this ambition is at risk from
American export controls on raw materials
and equipment. Production lines in India,
turning out at least 16om doses of covid
vaccine a month, will soon grind to a halt
unless America supplies 37 critical items.

On April 16th Adar Poonawalla, head of
the world’s biggest vaccine-maker, the Se-
rum Institute of India (s11), begged Presi-
dent Joe Biden, in a tweet, to “lift the em-
bargo of raw material exports out of the
Us..Your administration has the details”.
Suresh Jadhav, s11's executive director, says
thatin the next four to six weeks manufac-
turing of two vaccines will be affected: As-
traZeneca’s, of which s11 makes 10om dos-
es a month, and Novavax’s, of which it ex-
pects to make 6om-7om doses a month. si1
says it first alerted the American govern-
ment about this two months ago.

That was shortly after the Biden admin-

istration announced, on February sth,
plans to use the Defence Production Act
(pPA)—a law dating from the 1950s that
grants the president broad industrial-mo-
bilisation powers—to bolster vaccine-
making. This legislation, previously in-
voked for similar reasons by Donald Trump
when he was president, has helped Ameri-
can pharmaceutical companies to secure a
variety of special materials and equip-
ment, including plastic tubing, raw goods,
filters and even paper, that are needed for
vaccine production. But firms which ex-
port such products point out that the ppa
hinders their ability to sell them abroad.
They must seek permission before export-
ing these goods. That requires time and pa-
perwork. And if the government decides it
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needs the goods in question to remain in
the country, the firms concerned may be
barred from exporting them at all. Some
people are also worried about pharma
companies outside America stockpiling
goods because of concerns about delays
caused by American export controls. To-
gether, export controls and stockpiling risk
gumming up the global supply chain.

To be used in vaccine manufacturing,
products have to be approved by regula-
tors. So finding substitutes quickly can be
impossible. siI is not alone in its concern.
On March 24th Micheal Martin, Ireland’s
prime minister, warned that export bans
(and not just from America) would harm
global vaccine production. He noted that
the Pfizer vaccine involves 280 compo-
nents from 86 suppliers in 19 countries. In-
deed, American export controls particular-
ly harm European vaccine companies,
which need special bags from America in
which to make their products. At a vaccine
supply-chain meeting in March, one such
firm complained of 66-week delivery times
for the supply of these bags.

American pharma firms are inconve-
nienced too, though. For example, Johnson
& Johnson, one of the country’s biggest,
had intended to do the filling and finishing
of its vaccine domestically. But the invoca-
tion of the DPA has forced it to change its
plans. Scarce management time has then
had to be spentsecuring deals for this busi-
ness in Spain, Germany, France and Italy,
as well as transferring technology to local
firms in South Africa and India.
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» Sai Prasad, head of the Developing
Countries Vaccine Manufacturers Net-
work, says the DpA and any other export re-
strictions will be a serious impediment to
the ability of the industry to make and sup-
ply vaccines. He observes that making a
batch of vaccine can take between 60 and
180 days. Disruptions in raw materials,
packing materials and single-use consum-
ables will thus lead to disproportionately
longer delays. In short, vaccine production
lines cannot come to a halt and then start
up again quickly. The consequence of a
missing item could be a disruption in sup-
ply which is felt for months.

Trading places

Thomas Cueni, head of the International
Federation of Pharmaceutical Manufactur-
ers, says he is extremely concerned about
current constraints on supply chains
around the world. These concerns are
widely shared, and were echoed recently
by Richard Hatchett, head of the Coalition
for Epidemic Preparedness Innovations
(CEPI), an international partnership to de-
velop vaccines that is working with indus-
try on the problem. CEPI has appealed to
the World Trade Organisation for support.
And on April 14th that organisation’s boss,
Ngozi Okonjo-Iweala, held a meeting with
representatives of various governments,
businesses and lobby groups to discuss
ways that the strengthening of supply
chains could happen.

If all goes swimmingly, the world could
produce as many as 14bn doses of vaccine
this year. But if raw materials do not arrive
where and when they are needed, produc-
tion will fall far below that estimate. Short-
falls in India will hinder its own vaccina-
tion programme, which is ramping up
amid an alarming second wave of infec-
tions (see Asia section). And since India
has banned the export of finished vaccines
while it serves domestic needs, it will not
be able to fulfil its commitments to outsid-
ers, including many in the world’s poorest
countries. The consequences of America’s
actions could thus be terribleindeed. m
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Coffee and climate change

Stimulated
thinking

How to save the coffee crop from
global warming

OFFEE IS A multi-billion dollar industry

that supports the economies of several
tropical countries. Roughly 10oom farmers
depend on it for their livelihoods. Unfortu-
nately for them, and for the many other
people around the world for whom coffee
is a near-essential adjunct to life, coffee
bushes grow best in a rather narrow range
of temperatures, so their cultivation is
threatened by a changing climate. But a
chance discovery by Aaron Davis of the
Royal Botanic Gardens, Kew, in Britain,
published in Nature Plants, may offera way
out. Dr Davis and his colleagues report that
they have tracked down a type of wild cof-
fee which is both pleasant to taste and tol-
erant of higher temperatures.

The existing coffee market is domin-
ated by Coffea arabica and Coffea canephora.
Arabica hails from the highlands of Ethio-
pia and South Sudan. It prefers tempera-
tures of 18-22°C. Coffea canephora, com-
monly called robusta, originated at lower
elevations in west and central Africa. [t was
once thought capable of coping with tem-
peratures of 30°C, but recent work suggests
that it does not flourish above 24°C.

Lots of other coffee species are known
(122 at the last count). And many do, in-
deed, grow in places warmer than those
preferred by canephora and arabica. But all
were thought to have poorer flavours,
smaller beans and lower yields. Dr Davis,
however, came across a paper written in
1834 by George Don, a Scottish botanist,
which described a species from the low-
land hills of Sierra Leone. Don dubbed it
Coffea stenophylla, and wrote that it had a
flavour superior to arabica’s.

This piqued Dr Davis’s interest, for ste-
nophylla still grows, he discovered, in parts
of Guinea, Sierra Leone and Ivory Coast
that have temperature ranges between 24
and 26°C. He and his colleagues also
learned that stenophylla was farmed up un-
til the 1920s, after which canephora, which
had higher yields, took over. Stenophylla
was then gradually forgotten.

That history of previous cultivation did,
however, suggest stenophylla was worth
looking into. The crucial question was, was
Don’s panegyric to its flavour justified? To
find out, Dr Davis enlisted the assistance of
Delphine Mieulet of CIRAD, an agronomy-
research centre in Montpellier, France. To-
gether, they arranged a competition in-
volving 18 professional coffee tasters who
assessed, in a blind comparison, a set of
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Coming to an espresso machine near you

samples that included stenophylla, two
types of arabica and one of canephora.

Stenophylla performed well. It was rated
as having higher fruitlike qualities than a
Brazilian arabica and an Indonesian ca-
nephora, and also a more favourable acidity
and more complex flavour profile, though
slightly less of these desiderata than an
Ethiopian arabica. It had nearly the same
body as the others, and lacked an unpleas-
ant, earthy bitterness found in the Brazil-
ian arabica and the Indonesian canephora.
When asked if what they were tasting was
arabica, the judges said “yes” 81% of the
time for samples of stenophylla, compared
with 98% for the arabica from Ethiopia.
They identified the Brazilian arabica as
such only 44% of the time, and (showing
no one is perfect) misidentified the ca-
nephora as arabica on 7% of occasions.

All told, these results suggest that Don’s
report from 1834 is correct. Stenophylla
does taste like arabica. And, crucially, it tol-
erates higher temperatures than eitherara-
bica or canephora. That opens two possible
courses of action. One is to cultivate it di-
rectly, though this might run into the yield
problem which led to its abandonment in
the first place. The other is to crossbreed it
with existing cultivars, to endow those
high-yielding varieties with its heat toler-
ance. Whichever path is pursued, though
(and they are not mutually exclusive), the
rediscovery of stenophylla’s qualities offers
hope not only to coffee growers who might
otherwise have had their businesses
harmed by rising temperatures, but also to
the world’s caffeine addicts, who need now
worry less about the future supply of their
drug of choice. m
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Cancer research

An inward
observatory

How to map tumours using the
techniques of astronomy

VER THE past two decades Alexander

Szalay, an astronomer at Johns Hop-
kins University in Baltimore, has helped
create the most detailed maps of the cos-
mos yet made. His raw material comes
from the Sloan Digital Sky Survey, which
began in 2000. So far, this project has
charted a third of the heavens and ob-
served nearly ibn astronomical objects.

The survey'’s telescope, which sits on a
mountain top in New Mexico, collects its
data by recording the arrival of photons of
light on a charge-coupled device. This
turns them into an electrical signal that Dr
Szalay and his confreres translate into a
representation of reality by winnowing out
the noise and determining, from what re-
mains, what sorts of objects the telescope
is looking atand how far away they are.

Now, Dr Szalay has added a microscope
to his telescope. In collaboration with Janis
Taube, a colleague at Johns Hopkins who is
a pathologist, he is developing AstroPath.
This is a project that combines his knowl-
edge of astronomy with hers of pathology
into a system which does for images of
cancer cellsand tissues what the Sloan sur-
vey does for images of the universe.

Dr Szalay, ever handy with an astro-
nomical analogy, compares the most com-
mon current approach to the examination
of images of cancers—which is to look in
great detail, but at only a few tumours—to
studying the universe using the Hubble
Space Telescope. This instrument can fo-
cus on only a restricted area of the sky, but
is then able to record what it sees with im-

Microscopic v macroscopic

mense precision by spending lots of time
taking long exposures.

As a consequence, the Hubble has sur-
veyed only 45 of the 41,253 square degrees
which constitute the celestial sphere. By
contrast, the Sloan survey has so far co-
vered, in a more cursory manner, about
15,000 square degrees of that sphere. This
sweeping approach lets astronomers un-
derstand the universe’s large-scale struc-
ture by seeing entire clusters of galaxies
and the relationships between them.

Both methods are valuable. But because
fewer cancer biologists use the second
than the first, AstroPath is designed to fill
the gap. The specialised microscopes the
project uses capture images of broad slices
of tumours, and do so in multiple wave-
lengths. These images are then subjected
to data-analysis techniques developed as
part of the Sloan survey.

In particular, AstroPath employs a tech-
nique called immunofluorescence to make
its images. This works by using antibodies
to attach fluorescent tags to specific sorts
of protein molecules. That permits the dis-
tributions of these proteins throughout a
tumour to be mapped cell by cell. So far, As-
troPath can do this simultaneously for be-
tween 20 and 30 proteins. Dr Taube’s long-
term goal is to do likewise for hundreds of
individual tumours of more than 20 differ-
ent types, enabling comparisons to be
made both within and between types.

Currently, AstroPath has scanned more
than 226m cells from three types of tu-
mour—lung cancer and two skin cancers,
melanoma and Merkel-cell carcinoma. Dr
Szalay points out that dealing with these
three alone meant processing more pixels
than the whole Sloan survey to date. But
this is only a start. Eventually, he and Dr
Taube aspire to collect and process 1,000
times more data than this.

For herself, Dr Taube particularly hopes
AstroPath will flag up molecules that will
help her develop blood tests for melanoma
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and lung cancer, and will improve her un-
derstanding of how tumours respond to a
form of treatment called immunotherapy.
Some cancers are able to put the brakes on
the immune system’s anti-tumour activity.
Disable this ability and the immune sys-
tem can return to the fray. She hopes to
identify markers, such as the levels of a
substance called pD-1, a so-called immune
checkpoint protein, that will be able to
predict whether a patient will respond to
such therapy—and, if so, precisely which
sort of it.

The project’s wider aim, though, is to
make the results available to the world as a
cancer atlas in a format similar to Google
Maps. Then, any interested oncologist can
take a look and draw conclusions relevant
to hisor her own area of interest and exper-
tise. If that can be done, it really will enable
cancer researchers to reach for the stars. m

Evolutionary stasis

Gold bug

An odd survivor from the distant past

LOT HAS happened in the past 165m
Ayears. Dinosaurs populated Earth and
then died off. The ancestors of whales gave
up the land and went back into the oceans.
The ancestors of humans gave up the trees
and came down to the plains.

And all the while, a species of bacteri-
um which lives deep underground and
feeds on chemicals extracted from rocks
continued merrily along without any ap-
parent change at all. The term “living fos-
sil” is much bandied about to describe
modern creatures that look like relicts of
the past. In this case, though, it really does
seem an appropriate description. Not only
is Desulforudis audaxviator found, like real
fossils, inside rocks, it also seems to have
remained unchanged since the Jurassic.

Desulforudis was discovered in 2008, in
water collected from a gallery 2.8km below
ground in the Mponeng gold mine in South
Africa, the world’s deepest. Or, rather, its
genetic trace was, for the bacterium itself
resists cultivation in a laboratory. The spe-
cies derives its energy by reacting sulphate
ions with hydrogen molecules and it scav-
enges from the rocks it inhabits the carbon
and nitrogen atoms that it requires to as-
semble the organic molecules from which
it is built. From the point of view of organ-
isms living at the surface, which derive
their energy ultimately from the sun, via
the photosynthesis of plants, this might
seem to be a rather specialised way of life.
But before photosynthesis evolved, bio- p
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» chemistry of this sort would presumably
have been normal.
Whatis not normal is the implication of
a finding reported in ISME Journal by Ra-
munas Stepanauskas of the Bigelow Lab-
oratory for Ocean Sciences, in Maine, and
his colleagues. They have shown that sam-
ples of Desulforudis which have been col-
lected from Siberia and California since
the bug’s discovery are genetically almost

identical to the one from South Africa.

In most species, mutations happen fre-
quently. Such random genetic changes are
often damaging, and are eliminated by nat-
ural selection. But beneficial or neutral
mutations may be preserved, and will ac-
cumulate over the course of time. If a pop-
ulation becomes divided, so that its va-
rious parts cannot interbreed, their genetic
make-up will gradually diverge. The degree

The Wright stuff

A small helicopter has taken off on another planet

N DECEMBER 1903 Orville and Wilbur

Wright's Flyer lifted off the ground for
the first time, near Kitty Hawk, North
Carolina, and proved that powered,
controlled flight was possible on Earth.
On April1gth, at 7.34am Universal Time, a
small American helicopter called Ingenu-
ity proved it works on another world, too.
Following an intricately planned flight
sequence six years in the making, the
1.8kg craft spun its contra-rotating twin
rotor-blades at 2,400rpm, to ascend from
the surface of Mars. It climbed to an
altitude of three metres, hovered for 30
seconds, took a photograph of its own
shadow (pictured) and touched back
down on the ground.

Flying conditions on Mars are rather
different from those on Earth. Though it
has only a third of Earth’s gravity at its
surface, which sounds as if it might make
the task of flying there easier, Mars’s
atmosphere has a mere hundredth of the
density of Earth’s. This means there is
little air to push against when attempt-
ing to fly. To compensate, Ingenuity’s
blades spin five times faster than those
of a typical helicopter on Earth.

To keep its flight stable with such
fast-moving blades requires hundreds of
adjustments a second, based on a stream
of information from sensors aboard the
aircraft. This complexity explains why
the test flight, which was supposed to
happen a week ago, was delayed. The
project’s engineers identified software
problems during a high-speed spin-test
of the rotors, and these had to be fixed.

Ingenuity’s flight brings space scien-
tists closer to a new way of exploring
other worlds. Over several decades,
rovers designed by NAsA, America's space
agency, have become ever-more sophisti-
cated mobile laboratories. But they still
move slowly and cautiously, and can
operate only over reasonably flat ground.
Future flying machines could carry
payloads around quickly, or survey wide
areas of terrain, regardless of its rough-

ness. They could also fly close up to cliff
faces that have interesting-looking rock
formations, or deep into cave systems.

Despite the daunting engineering
challenges required, NAsA already has
plans to use such machines in future
exploration. In 2026 a mission called
Dragonfly will, if all goes well, be
launched towards Titan, a moon of Sat-
urn. Using eight rotors, this aircraft will
carry its suite of scientific instruments to
dozens of places, to examine the habit-
ability of the local environment and
perhaps look for signs of life.

Ingenuity does not carry any instru-
ments, since it is just a technology de-
monstrator, though it will send back
pictures of its travels. Despite its dimin-
utive size and capabilities, however, the
aircraft has now been given the official
designation “1GY” by the International
Civil Aviation Organisation—the United
Nations agency responsible for such
matters. In homage to the builders of
Flyer, italso carries a small piece of cloth
from one of Flyer's wings, and its Martian
aerodrome will henceforth be known as
Wright Brothers Field.

Me and my shadow
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of divergence gives clues as to how long
ago the separation occurred.

On the face of things, then, the similar-
ity of these three widely separated Desulfo-
rudis populations suggests their common
ancestoris recent, and thatits descendants
dispersed rapidly around the planet. How
that could be is a mystery. Desulforudis
grows and reproduces slowly, so if it sim-
ply spread through its rocky, subterranean
habitat, the aeons involved should have
permitted a lot of mutation. In theory, it
could have escaped into the air or the sea,
which would have let it travel far and wide.
However, both oxygen and salt would be
toxic to this species, so that seems unlikely
in practice. Moreover, when Dr Stepanaus-
kas and his colleagues searched a big data-
base of genes from surface-dwelling mi-
crobes, just in case, they found no trace of
any DNA from Desulforudis.

It looks, therefore, as if Desulforudis did
indeed migrate across the world through
the rocksitlives in. And the likelihood that
this happened long ago is made all but cer-
tain by the fact that the three populations
in question live on separate continents,
now barely connected by the sorts of conti-
nental rocks the bacteria inhabit.

I met a traveller from an antique land
The last time Africa, Eurasia and North
America were well connected was when
they were part of a single supercontinent,
called Pangaea. That land mass formed
about 270m years ago, held together for a
while, and then gradually broke up again
between 165m and 55m years ago. It is this
sequence of events which led Dr Stepa-
nauskas and his colleagues to the conclu-
sion that Desulforudis must have remained
essentially unchanged for so long.

Dr Stepanauskas says that Desulforudis
seems to have developed mechanisms
which replicate DNA with tremendous ac-
curacy, and which correct any errors that
do occur. Why such mechanisms might
help this particular species, when most
others are more fault-tolerant, is unclear.
One possibility is that its environment is
so stable that “locking in” an optimal ge-
netic configuration is an evolutionarily ef-
fective strategy. Such stability might be a
consequence of it living in what its origi-
nal discoverer, Dylan Chivian of the Law-
rence Berkeley National Laboratory, in Cal-
ifornia, called “a single-species ecosys-
tem”. Desulforudis has neither parasites,
nor predators, nor prey.

From the human point of view, a hyper-
reliable DNA copying mechanism could
have applications in biotechnology—and,
to this end, the researchers have already
applied for a patent on one of the bug’s en-
zymes. Even if that does not prove useful,
though, Desulforudis was already an in-
triguing organism. Itis made more intrigu-
ing by this discovery. m
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Kudos in the arts

And the winner is...who cares?

In the age of the algorithm, the clout of the tastemaker is diminishing

T HE ORGANISERS of the Academy Awards
are going to some lengths to lure stars
to this year’s ceremony, which will take
place on April 25th. To bypass travel re-
strictions, nominees and their guests have
been designated “essential workers”. All at-
tendees will be tested for covid at least
three times. Zooming in is banned, so si-
multaneous mini-events are to be held in
London and Paris for those who can’t make
it to Los Angeles.

The bigger challenge may be persuad-
ing viewers to tune in from home. If other
awards shows are a portent, the Oscars are
in for a difficult night. Last month the
Grammy music awards got just 9.3m view-
ers in America, less than half the number
who watched last year. In September the
Emmys, television’s equivalent, notched
6.4m, another record low.

The pandemic has not helped: most of
last year’s big films were postponed be-
cause cinemas were shut, dimming the Os-
cars’ allure. But the decline of interest in
arts awards has been long in the making
(see chart on next page). It signifies grow-

ing boredom with ritzy galas, in an age
when lots of stars broadcast directly to
Instagram themselves. It betokens frustra-
tion in some quarters with a lack of diversi-
ty in judging panels and nominees—and,
in others, with the perceived left-wing bias
of the industry. More than that, though, it
is evidence of a deeper shift in the enter-
tainment world, in which the common
popular culture that awards shows cele-
brate isitself being eroded.

Top of the bots

Years of sliding ratings have sparked calls
to jazz up the Oscars, a three-hour back-
slapping fest stuffed with commercial
breaks. Ideas include more offbeat catego-
ries and more involvement for fans. But
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this kind of makeover hasn’'t much helped
other awards shows. This year’s Grammys,
which included spectacles such as Lil Baby
re-enacting a police shooting and rapping
on top of a squad car, was hailed by the Los
Angeles Times as the best in memory; its
ratings were still the worst. Its defenders
point out that young music fans hardly
watch any TV these days. But the online
buzz is quietening too. Google searches in
America for the Grammys this March were
one-third lower than five years ago; que-
ries for the Oscars and other gong shows
have seen a similar drop.

Ranking the best artists of the day made
more sense in an era when most people
imbibed broadly the same content. When
it was launched in 1981, “MTvV made the
world into a monoculture, where every-
body was focused on the same acts,” says
Bob Lefsetz, a veteran music-industry ana-
lyst. Those days are long gone. Today Spot-
ify offers more than 7om songs, a figure
which grows by 60,000 a day. Viewers who
once chose from a handful of Tv channels
and a couple of local cinema screens now
have access to hundreds of cable and
streaming services. User-generated con-
tent, on YouTube and the like, has added
near-infinite options.

Audiences navigate this ocean of cul-
ture with the help of personalised recom-
mendations, making them even less likely
to see and hear the same things. Playlists
cooked up by the algorithms of Spotify, Ap-
ple Music and others have become the p
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» main means of discovering songs. Half of
Netflix subscribers in America say they re-
ly on their Tv for viewing suggestions, up
from 37% two years ago, according to Am-
pere Analysis, a research firm. Only 3% of
British book-buyers say that prizes steer
their choices, according to Nielsen, anoth-
er research company, which finds that
readers are three times more likely to make
their decision after browsing an online
bookshop like Amazon, where recommen-
dations are made algorithmically.

The upshot is that the entertainment
monoculture once epitomised by the Os-
cars has splintered into microcultures.
“We’re in an asynchronous world, where
what can be a summer hit show or song to
us, nobody else might have heard of or
watched,” says Mark Mulligan of MIDiA Re-
search, a consultancy. As for arts prizes,
“with every year that goes by, there’s a larg-
er share of the audience for whom they
mean much less.” How relevant are the
Grammys to a listener who has been led
down an algorithmic rabbit-hole into an
obsession with sea shanties? Why would
someone tune in to the Emmys if their fa-
vourite screen idol is an ineligible TikTok
star like Charli dAmelio? (Look her up—or
ask a teenager.)

The diminishing role of industry taste-
makers is reflected in the sort of art now
being produced. To make it onto comput-
er-generated playlists, songs must avoid
getting skipped, so tracks increasingly
open with a catchy “pre-chorus”. New re-
leases may have up to a dozen writers mak-
ing sure that every section sparkles—a “ge-
netically modified hit”, quips Mr Mulligan,
who doubts that “awkward listens” like Ra-
diohead would do as well today. “Bohemi-
an Rhapsody” by Queen, which takes more
than a minute to get going, would not be
released, he suspects. Songs have become
shorter, since artists are paid per stream.
Labels are even making sure that the titles
are Alexa-friendly.

Islands in the stream

Amid this algorithmic takeover, the role of
awards has evolved. Their influence on au-
diences has not evaporated altogether. In
the two weeks after it won this year’s Gram-
my for best album, for instance, streams in
America of Taylor Swift’s “Folklore” leapt
by 6.7m, or 21%, according to MRC Data. But
the economics of streaming mean such fil-
lips are worth less to the artists than they
once were. Ms Swift will have pocketed a
little under $20,000 in royalties from her
post-Grammy uplift in streams, plus about
$35,000 from extra album sales, calculates
Will Page, author of “Tarzan Economics”
(and formerly of Spotify). That compares
with royalties of around $1.1m that he
thinks Adele, the winner in 2012, made
from her Grammy-induced jump in record
sales. “The upfront transaction of a cinema
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ticket or cD was made for awards bumps.
The same can’t be said for monetising con-
sumption downstream on Netflix and
Spotify,” says Mr Page.

As for film and Tv awards: ironically it is
the streaming services, which have helped
erode the entertainment monoculture,
that now value prizes most highly. Clinch-
ing Oscars gives them legitimacy as “prop-
er” film studios in the eyes of customers—
and performers, who tend to dislike going
straight to video. Instant availability
means that audiences can watch Oscar-
winning films at home as soon as the vic-
tors are announced. Netflix, which has
more nominations than anyone else this
year, created a page in its app to lead sub-
scribers to its nominated films, which have
duly enjoyed a boost in views. The stream-
ing market among young people is saturat-
ed, so streamers are courting the over-35s,
who still set store by awards, says Richard
Broughton of Ampere Analysis. With older
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viewers in mind, streamers are commis-
sioning more of the grown-up productions
that judges esteem, such as Netflix's “The
Trial of the Chicago 7” and Amazon’s
“Sound of Metal”, two nuanced dramas.

As offerings proliferate and interests
diverge, one way for awards and critics to
remain relevant can be seen in the book
world. The ease of books’ distribution and
the relative cheapness of their production
mean publishing has never been as mono-
cultural as Hollywood. Book awards have
long focused on slices of the market, such
as high-quality literary fiction, where they
retain significant clout.

The 13 novels longlisted for the Booker
prize in 2019 sold an average of 160 copies
in Britain in the week before the list was
announced, and 470 the week after, ac-
cording to Nielsen. The winner gets an av-
erage bump of about 10,000 sales in the
week after the ceremony in the autumn,
says Philip Stone of Nielsen, with a tail that
lasts until Christmas (and a valuable boost
overseas). Making it into one of the “book
clubs” run by celebrities such as Oprah
Winfrey means a still-bigger bonanza. For
a few literary megastars, such as Margaret
Atwood, all this makes relatively little dif-
ference. For others, it is transformative.

The Oscars judges seem to be taking a
leaf out of the book world, homing in
increasingly on niche cinema. Between
1980 and 2003 most “Best Picture” winners
were among the ten highest-grossing films
in America in the year of their release, ac-
cording to a ranking by the New York Times.
In the 16 years since, none has been. That is
partly because the box-office top ten has
been dominated by superheroes and re-
makes, which may do well commercially
but tend not to get the nod for gongs. Even
so, judges seem to be embracing lesser-
known movies. Only three of the past ten
winners even made the top 50 at the box of-
fice. The two most recent, “Green Book”
and “Parasite”, barely made the top 100.

The resultis that the Oscars are having a
greater commercial impact on the films
that win (as the Booker always has), albeit
from a relatively low base. “Parasite”, a Ko-
rean-language black comedy, doubled the
number of American screens on which it
was shown in the month after being
named Best Picture, according to Gower
Street Analytics, a research company. “No-
madland”, an uncommercial drama which
is the bookmakers’ favourite to win this
year, would likewise reap a big dividend.

Cultural prizes are supposed to high-
light the best work in their genres; but,
says Mr Lefsetz, for successful performers
these days, “the awards show is always in
the rear-view mirror.” The more thatjudges
and other tastemakers unearth artists who
have been passed over by algorithms, the
more relevance they will retain amid the
rise of the robot critics. ®
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Peacekeeping

Local heroes

The Frontlines of Peace. By Séverine
Autesserre. Oxford University Press; 240
pages; $27.95 and £18.99

N THE PAST five years wars have cost

more than $1otrn annually, calculates
Séverine Autesserre. That is 13% of the
world’s GDP or $4 a day for each of its in-
habitants; 2bn people live in conflict
zones. Her book is about finding better
ways to stop them.

Take the east of the Democratic Repub-
lic of Congo. One of the world’s most ex-
pensive peacekeeping missions has been
there for more than 20 years, yet armed
groups are multiplying. Massacres—often
perpetrated embarrassingly close to UN
bases—are routine. Locals nickname
peacekeepers “body collectors” for habit-
ually turning up when it is too late; many
want them to leave. Earlier this month
protesters blocked roads with burning
tyres and brought the cities of Goma and
Beni to standstills. Ms Autesserre, a fre-
quent visitor to the region, candidly ob-
serves some of the mission’s most absurd
mistakes and considers how better to pre-
vent bloodshed in Congo and elsewhere.

Part of the trouble is that foreign peace-
keepers and aid workers often exist in ho-
mogeneous bubbles, which she calls “Pea-
celand”. From Haiti to Somalia, Congo to
Afghanistan, Peacelanders live in com-
pounds in posh neighbourhoods, roll
around in four-by-fours, get drunk with
other foreigners and often distrust locals.
Ms Autesserre’s criticisms are scathing and
often justified, but she empathises with
the Peacelander too—“an outsider living
and working far from family, in constant
fear, and confronting a lack of basic facili-
ties while performing a job that is emo-
tionally draining”. Security measures im-
posed by charities or missions can prevent
Peacelanders leaving their bases, or put
certain neighbourhoods off limits. The au-
thor approves of a proposal for “calculated
disobedience” on their part.

The distance between outsiders and lo-
cals leads to preposterous missteps. Ms
Autesserre describes a scheme in Congo in
which rebels were offered $100 for their
weapons. But a Kalashnikov goes for $40
on the black market, so fighters turned in
rusty guns, bought two new ones and still
had money for beer. Staff from the mission
gave mobile phones to a handful of people
in dangerous villages so they could call if
the situation deteriorated. But the villages

had neither phone signal nor electricity.
Peacekeepers often descend on war zones
without speaking the local languages, rely-
ing instead on a few harried translators.

Ms Autesserre’s solution is bottom-up
peacebuilding. Peacelanders should spend
more time working with communities, un-
derstanding their grievances and earning
their trust, rather than hobnobbing with
government officials and UN bigwigs.
More responsibility should be given to lo-
cals. Neglecting them leads to failure (as in
Kenya, where people joke that NGO stands
for “Nothing Going On”) or emasculation
(Haitians have nicknamed their country
“The Republic of the NGos”). By contrast, in
two surprising oases of peace, Somaliland
and theisland of Idjwi in Lake Kivu in east-
ern Congo, the “collective eyes and ears of
people” have helped keep violence at bay.

Building peace in war-ravaged coun-
tries such as Congo is extremely compli-
cated (@as Ms Autesserre acknowledges).
Afterall, the mission there is obliged by the
government to work with the army—
which is itself responsible for some of the
worst abuses. Closer collaboration with
communities is only a start. But it would
be an improvement on the current mal-
aise, as this timely critique of Peaceland’s
denizens and sponsors shows. B

Schumpeter’s heirs

Innovate to
accumulate

The Power of Creative Destruction. By
Philippe Aghion, Céline Antonin and Simon
Bunel. Translated by Jodie Cohen-Tanugi.
Belknap Press; 400 pages; $35 and £28.95

OSEPH SCHUMPETER thought capitalism

was doomed. Incumbent firms would
grow too powerful, leading to corruption
and, eventually, socialism. His mid-2oth-
century pessimism has become fashion-
able today, as societies grapple with in-
equality, climate change and tech giants.
Yet some of Schumpeter's professional
heirs are optimists. In “The Power of Cre-
ative Destruction” Philippe Aghion, Céline
Antonin and Simon Bunel, three econo-
mists, apply his most powerful idea to con-
temporary debates in their discipline. The
result is sweeping, authoritative and—for
the times—strikingly upbeat.

Elementary models of growth focus on
the accumulation of capital, with techno-
logical progress and advances in produc-
tivity assumed but poorly explained. The
Schumpeterian paradigm of creative de-
struction, of which Mr Aghion is a modern
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The march of progress

champion, puts innovation at its core. In
this view, ideas drive long-term growth.
People are motivated to innovate by the
prospect of monopoly rents (an aberration
in simplistic economics). But innovation
also destroys rents by displacing the previ-
ous generation of entrepreneurs.

Take development. Critics of free mar-
kets like to argue that the fast growth of
Asian economies such as South Korea in
the late 20th century proves the desirabil-
ity of state intervention, given that these
places often sheltered firms from competi-
tion and subsidised their exports. The
Schumpeterian paradigm emphasises
knowledge. When countries are far from
the frontier of innovation, the important
thing is to learn how to imitate the best,
which the government and businesses
might manage arm-in-arm. But economies
must later become innovative themselves.
In South Korea this was achieved fortu-
itously. In the late 1990s the Asian financial
crisis bankrupted some chaebols (industri-
al conglomerates) and exposed others to
competition in part because of policies im-
posed as a condition of an IMF bail-out.
The happy result was an economy that pro-
duces ideas.

The authors are not market fundamen-
talists. They emphasise that innovation is
self-perpetuating. Advances in one area,
such as internal-combustion engines, will
naturally lead to more—and the state can
nudge firms down the right path. To tackle
climate change, they recommend subsi-
dies for green innovation alongside taxing
carbon emissions. They are unafraid of
calling for industrial policy in sectors such
as aerospace, where the initial costs of en-
try are high and demand is uncertain
(meaning the private sector has an incen-
tive to wait for someone else to innovate

69

first). It is crucial, they urge, that govern- p
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» ments always encourage new entrants
rather than impeding them.

What about labour markets and in-
equality? The authors are sceptical about
some contemporary doom and gloom.
Automation creates more jobs thanitelim-
inates, they reckon. Innovation yields for-
tunes at the very top but does not seem to
boost overall inequality, as measured by
the Gini coefficient—a subtle rejoinder to
those who think that the success of billion-
aires is America’s biggest problem. Cre-
ative destruction is a force for social mo-
bility: California’s elites have higher in-

comes than Alabama’s, but its poorest have
more opportunities too. Tax cuts on capital
income, like Sweden’s in the early 1990s,
stimulate innovation and growth.
Inequality resulting from lobbying and
regulatory capture, however, is cancerous:
it brings slower growth and less social mo-
bility. The authors also call for an “insurer
state” to redistribute wealth and protect
workers against the vicissitudes of a
dynamic economy. And they worry about
the runaway success of technology giants
stifling ingenuity, arguing that competi-
tion regulators should be as concerned

Woof’s the word

The desire to find language in man’s best friend overlooks what makes a dog a dog

HE BROWS seem to furrow. The face

turns to the ground. Nearby, your
shoes lie in tatters. You know—simply
know—that your dog is ashamed of
having destroyed your only decent pair,
and is meekly trying to tell you so.

Dogs’ faces seem to beg to be in-
terpreted. And lots of humans cannot
resist interpreting them in the terms
delimited by human languages. A puppy
licking your cheek enthusiastically is
bestowinga “kiss”. A dog using its body
with no apparent practical goal is “play-
ing”. If they could speak like their own-
ers, many humans want to know, what
would their dogs have to say?

Into the market for answers step
Christina Hunger, author of the forth-
coming book “How Stella Learned to
Talk”, and Alexis Devine, the owner of
Bunny, a canine TikTok star with over
6.3m followers and 130m “likes”. After
careful training, both Stella and Bunny
can paw a series of buttons that make a
recorded voice speak one of several
dozen programmed words. Both Ms
Devine and Ms Hunger claim that their
dogs string meaningful sequences to-
gether: that they are using language.

Human linguists tend to be sceptical
of “talking” animals. To understand why,
consider Noam Chomsky’s devastating
review in 1959 of “Verbal Behaviour” by
B.F. Skinner, a pioneer in behavioural
psychology—a pivotal exchange at the
birth of modern linguistics. Skinner
described human language acquisition
as he did other learned behaviours: the
strengthening of a response after condi-
tioning with a stimulus. If saying “food”
gets you food, you're more likely to say it.

Mr Chomsky took Skinner’s condi-
tioning mechanisms to their absurd
conclusions. Skinner wrote that “if we
are shown a prized work of art and

exclaim Beautiful!, the speed and energy of
the response will not be lost on the own-
er.” Mr Chomsky noted that this reasoning
might lead people “to shriek Beautiful in a
loud, high-pitched voice, repeatedly, and
with no delay”. Real humans, by contrast,
might in fact show appreciation through a
long moment of silence, and then a barely
murmured compliment.

People use words in many odd ways.
They talk about things that are not the case
and hypothesise about things that might
be. They make jokes. Dogs like Stella, by
contrast, do indeed act a lot like Skinner’s
conditioned beings. They press a button
that says “outside” when they want to go
outside; unsurprisingly, rewards strength-
en the drive to comply.

Ms Hunger came up with her button
system after working with children who
were not developing language normally.
The field of “Alternative and Augmentative
Communication” has helped many young-
sters express themselves better (often
with tablet computers), to their relief and
their families” But some dog experts dis-
like the practice of foisting word-based
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with the incentive to produce ideas as with
companies’ market shares.

Schumpeter was an outsider among the
Keynesian economists of his day. His ideas
were rooted in the real world of business,
not the ivory tower. This book, by contrast,
is in part a defence of economics (and of
third-way liberalism). Its brevity relative to
its ambition means that it is not always
convincing; sometimes the evidence ad-
duced is thin. But the overall argument is
compelling and, with creative destruction
falling out of political favour, it carries a
trace of Schumpeterian subversion. ®

s
~

7/

communication onto pooches. By focus-
ing on a basic kind of language that
seems human—at least in Skinner’s
view—it neglects dogs’ abilities to ex-
press themselves in their own ways.

Though novice dog-owners are some-
times embarrassed by the habit, they
quickly become used to their new com-
panions’ fondness for sniffing the be-
hinds of other dogs, who reciprocate. The
animals are using exquisitely sensitive
noses and anal glands to exchange in-
formation, about age, health and sexual
readiness, among other things. Dogs
urinate frequently not, as once assumed,
primarily to claim territory, but to leave
similar bulletins for others.

Posture, too, conveys masses of in-
formation between dogs: stance, hackles,
eyes, ears and teeth contribute to a range
of messages transmitted between them.
Finally, their own vocalisations, though
hardly of the words-and-syntax type that
make up human utterances, are more
sophisticated than the “Hey! Hey! Hey!
Hey!” many humans hear. Barks, growls,
murmurs and whines vary widely.

Impartial scientists have yet to report
on the “talking” abilities of dogs like
Stella and Bunny (though Bunny is being
studied at the Comparative Cognition
Lab at the University of California, San
Diego). In the meantime, ordinary own-
ers can have a go at training their dogs
with the advice Ms Hunger offers. Or they
can try another approach: buy one of the
many good books on understanding how
dogs naturally communicate, and spend
the time they might invest in program-
ming buttons on getting to know their
pets instead. Having another species in
the house is fascinating as well as fun.
Even the best-trained dog is a poor con-
versationalist in human terms—but a
brilliant one on their own.
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Economic data
Gross domestic product Consumer prices |Unemployment |Current-account |Budget Interest rates Currency units
% change on year ago % change on yearago | rate balance balance 10-yrgov'tbonds changeon |per$ % change
latest quarter* 20211 20211 | % % of GDP, 20211 % of GDP, 20211 | latest% yearago,bp  [Apr21st onyearago
UnitedStates ~ -24 1 43 55 26 Mar 2.1 60 Mar 27 -135 16 99.0 -
China 183 24 85 04 Mar 16 53 Mar¥ 26 -48 30 97.0 6.50 9.1
Japan 14 1 117 27 -04 Feb 02 29 Feb 32 -9.0 nil -80 108 -05
Britain 73 4 52 5:1 0.7 Mar 17 49 Jantt -39 -126 08 490 0.72 125
Canada 32 4 96 48 22 Mar 2.1 7.5 Mar =] 92 1.5 95.0 1.25 136
Euro area 49 4 27 42 13 Mar 1.2 83 Feb 33 -59 -03 200 083 108
Austria 57 4 56 38 20 Mar 17 57 Feb 30 -6.1 nil -70 0.83 108
Belgium -49 4 -03 38 09 Mar 10 57 Feb nil -70 nil -120 083 108
France 49 Q4 57 S5 1.1 Mar 1.1l 80 Feb =117 =/ nil =10 0.83 108
Germany 36 Q4 14 35 1.7 Mar 18 45 Feb 6.8 -40 -03 200 083 108
Greece s598qs 111 25 -1.6 Mar 0.1 158 Dec -58 537/ 09 -153 0.83 108
Italy 66 o -75 34 0.8 Mar 0.7 102 Feb 30 -105 08 -142 083 108
Netherlands 28 4 -05 31 19 Mar 12) 36 Feb 114 -34 -03 10 083 108
Spain -89 01 58 13 Mar 08 16.1 Feb 15 -8.7 04 -39.0 0.83 108
Czech Republic  -48 4 25 38 23 Mar 2.2 33 Febt {7/ -55 19 520 215 175
Denmark -14 4 27 30 1.0 Mar 0.7 46 Feb 74 S nil 200 6.18 U
Norway -06 Q4 26 26 31 Mar 16 50 Nov# 24 -17 14 65.0 835 260
Poland 28 o -28 40 32 Mar 24 6.5 Febt 2.1 -49 16 230 379 10.0
Russia -18 4 na 27 58 Mar 46 54 Mai 40 -17 2 810 766 05
Sweden 21 ¢ -10 24 1.7 Mar 14 9.7 Febt 40 =23, 04 420 842 199
Switzerland 16 13 25 02 Mar 03 33 Mar 8.1 -09 -02 210 092 54
Turkey 59 4 na 39 162 Mar 119 14.1 Febt =23 -3.1 176 518 8.18 147
Australia 11 e 131 el 09 20 56 Mar 749 -16 16 770 129 233
Hong Kong 30 o4 0.7 33 04 Feb 18 72 FebH 32 -36 12 50.0 7.76 01
India 04 Q4 427 104 55 Mar 59} 65 Mar -10 -70 6.1 -140 749 26
Indonesia 22 o na 33 14 Mar 28 71 Q3 -0.1 -6.5 6.5 -124 14,530 70
Malaysia 34 na 44 0.1 Feb 24 48 Febt B85 -6.0 31 16.0 4.12 6.5
Pakistan 0.5 2020+ na 17 9.1 Mar 88 58 2018 -19 -69 100 tr 206 153 59
Philippines 83 4 244 6.6 45 Mar 40 87 Qs -09 -74 4.1 240 484 48
Singapore 02 o1 83 48 07 Feb 18 33 o 165 4.1 16 580 133 75
South Korea 12 4 50 35 1.5 Mar 15 43 Mar 45 -47 20 55.0 15119 29
Taiwan 51 4 58 45 13 Mar 16 37 Feb 15.1 -0.5 04 -100 28.1 638
Thailand -42 Q4 54 33 -0.1 Mar 08 1.5 Dect 4.0 -6.0 16 580 314 37
Argentina 43 Q4 194 6.2 426 Mart 419 11.0 Q4 24 -6.0 na na 93.0 -29.0
Brazil 11 Q4 133 32 6.1 Mar 6.7 142 JansH -10 -76 93 234 5155 -4.1
Chile nil @4 301 6.0 29 Mar 35 103 Febti -0.2 -6.9 35 41.0 698 231
Colombia 35 4 265 48 1.5 Mar 26 159 Febf -33 -89 6.1 -81.0 3,644 1.1
Mexico 43 Q1 137 5.1 47 Mar 38 45 Feb 24 -28 6.4 -66.0 199 2725
Peru 17 4 379 85 26 Mar 24 139 Mar -0.2 -7.0 5l 98.0 370 -78
Egypt 20 o4 na 29 44 Mar 62 72 Qs -3.1 -8.1 na na 157 05
Israel 15 65 34 02 Mar 14 51 Feb 39 92 10 190 B2 86
Saudi Arabia 41 2020 na 30 50 Mar 25 74 Q4 31 -30 na na 375 nil
_South Africa 41 62 20 32 Mar 37 325 s -16 92 9.1 -125 142 334

Source: Haver Analytics. *% change on previous quarter, annual rate. tThe Economist Intelligence Unit estimate/forecast. SNot seasonally adjusted. *New series. **Year ending June. tfLatest 3 months. #3-month moving
average. 85-year yield. ttDollar-denominated bonds.
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- Suicide rates either declined or showed no meaningful increase as the covid-19 pandemic struck

Number of suicides in April-July 2020 as % of those expected based on pre-covid-19 trends*

@ National * Regional

Fewer than expected ¢ -> More than expected

40 60 80 100 120 140 160
Croatia (190 suicides) ®
i St Petersburg (179 suicides)
Russia .
Carinthia (36)
.
Austria . * Vienna (48)
Tyrol (33)
Netherlands (594) 95% confidence interval,
reflecting uncertainty
Peru (176) in expected suicides
Poland (7,847) we@wes|
South Korea (4,502) w@w
Japan (6,504) w@n
X Mexico City (182)
Mexico .
Udine & Pordenone (26)
Italy .
Australia . Queensland (237)
New South Wales (286) . Victoria (221)

United Statest (17,172) w@
California (1,280) o P

Cook County, IL (142) .
Chile (471) wess@u——

Estonia (64)

Puerto Rico (54)

. New Jersey (245)
Louisiana (258)

New Zealand (790) @

Canada . Manitoba (65)
.
British Columbia (789) . Alberta (157)
Ecuador (384) mesm@wewn
Thames Valley (68)
Englandt (845 suicides) wiw@u .
Cologne & Leverkusen (49)
Germany "
Frankfurt (22)

. Leipzig (22)

Welcome reprieve

Confounding expectations, suicide has
become rarer during the pandemic

N MAY 2020 the Australian Medical Asso-
Iciation (AMA) issued a warning on men-
tal health. Amid the sARs outbreak of 2003,
the suicide rate rose among elderly women
in Hong Kong. Studies suggest suicide is al-
so more common during recessions. Based
on these precedents, the AMA projected
that covid-19 could cause a 25% increase in
suicides. In some scenarios the AMA consi-
dered, extra deaths from self-harm could
exceed those caused by covid-19 itself.

Fortunately, this does not seem to have
come to pass. Data from the Australian
states of New South Wales, Queensland
and Victoria show that there were 2% few-
er suicides between April and September
of 2020 than in the same period of 2019.

Australia has had a mild pandemic rela-
tive to other Western countries. However,

even places that covid-19 has ravaged show
asimilar pattern. A recent study of 21 coun-
tries in the Lancet measured how suicide
rates changed between the firstand second
quarters of 2020, after adjusting for sea-
sonality and for the long-run trend in each
country before the pandemic began. In the
median jurisdiction with available num-
bers—many data sources were sub-nation-
al, such as provinces—there were 10% less
suicides between April and June 2020 than
expected, and 7% less than in the same
months of 2019. Weighted by population,
the average declines were 7% relative to ex-
pectations and 1% compared with 2019.
The study focuses on the early months
of the pandemic. In theory, the problem
could have grown worse over time. Sui-
cides did surge in Japan late last year, yield-
ing the country’s first year-on-year rise
since 2009. Its government appointed a
“minister of loneliness” in response.
However, in the first quarter of 2021 Ja-
pan’srate returned to its pre-pandemic lev-
el. Recent numbers from other countries
do not show evidence of a spike in suicides
either. The Lancet authors also analysed
the subset of jurisdictions for which data

Number of suicides by month as % of 2016-19%
average, selected countries/regions, 2020-21
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Sources: “Suicide trends in the early months of the covid-19
pandemic”, by Jane Pirkis et al.; national statistics; The Economist
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were available up to October, and found
similar trends to those from the second
quarter. Beyond that study, England re-
ported a12% decline in the year to Septem-
ber. And in America, a paper by scholars
from the Centres for Disease Control and
Prevention found a 6% drop in 2020.

The surprising stability of suicide rates
suggests that broadly shared gloom does
not necessarily predict deep individual de-
spair. One potential explanation is that by
providing fiscal support that shielded citi-
zens from the financial consequences of
the pandemic, governments in rich coun-
tries have reduced a cause of stress that
could, in the worst cases, lead to suicide.

Few developing countries, which are
less able to cushion economic blows, have
released data for 2020. However, Malawi
reported a 52% increase in suicides last
year. Although the country did not have a
severe covid-19 outbreak or a strict lock-
down, its economy slowed down sharply.
More data are needed from other countries
with weak social safety nets to determine
whether the financial lifelines offered by
some governments have actually kept es-
pecially vulnerable people alive. m
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Just one big lie

Bernard Madoff, deviser of the biggest Ponzi scheme in
history, died in prison on April 14th, aged 82

T WAS RARE for Bernard Madoff to invite anyone to his invest-

ment-advisory office. Almost all the employees in his brokerage
firm, Bernard L. Madoff Investment Securities, were Kept out of
that part, and had no idea what went on inside. The door was
locked. Like his other offices, it was immaculate, with a starkly
modernist décor of black, white and grey. When he caught one of
his employees eating a pear there, dripping juice onto the grey car-
pet tiles, he immediately ripped out the stained tile and laid an-
other. No sloppiness allowed.

He set the tone himself, in a Savile Row suit with his wedding
ring, gold or platinum, exactly matched to the wristband of his
vintage watch of the day. All was done with elaborate care, includ-
ing the handling of other people’s money. A very simple scheme
ensured that, come what may, his private clients received com-
pound average annual returns of a steady 15% on their invest-
ments. It worked so well that despite the recession of the early
1990s, the financial crisis of 1998 and the September 11th attacks,
savings sent to him inexorably grew, as if by magic.

Everyone wanted to know how it was done, and he was not
about to tell them. If they pressed him he would say it was a pro-
prietary strategy, with details not to be discussed. This was a priv-
ate fund, secret and exclusive; what went on there was no one’s
business. Clients loved that special feeling. Their funds would be
diversified, they learned, across solid property, blue-chip stocks
like Intel and Coca-Cola, Treasury bonds. He knew the ways of the
market inside out; he had even modernised it, helping to launch
the first electronic stockmarket, Nasdaq, and becoming its chair-
man. He was famously respected on Wall Street. All that, and he
charged no commission for his money-management services! He
was happy, he would say, just to earn commissions on the trades.

Happy because, in that mysterious office, he was carrying on
the biggest Ponzi scheme in history. It was simplicity itself. The

money sent to him by new investors was used to pay existing in-
vestors, as well as any redemptions (which he honoured in full
and promptly). Some was also diverted into beach houses for him
and the family in Long Island and Cap d’Antibes, and into trips to
Las Vegas for the accounts manager. The money flowed round and
round in a delightfully circular way. And there was plenty of it: by
2001 he was managing billions, and his clients included Tufts and
Yeshiva universities (he was a trustee of Yeshiva), HsBc, Nomura,
the Royal Bank of Scotland, Steven Spielberg, John Malkovich and
several Jewish charities. As a Jewish boy from Queens, he had a
special interest in helping such causes, as he told Elie Wiesel, the
Nobel peace prizewinner, over dinner once. Wiesel’s foundation
invested $15.2m with him, and lost it all—as did almost 5,000 oth-
erinvestors, most of them ordinary elderly folk, who lost a total of
$64.8bn on paper and around $20bn in hard, and hard-earned,
cash. That money was still being recovered on the day he died.

No trades were ever made with it. It went straight to him and to
the scheme. Meanwhile he trusted a tiny band of employees to in-
sert fake trades into customer statements, based on his own best
calculations of how share prices had moved. If inspectors asked
for records he could not immediately produce, these too would be
fresh-made and, if too suspiciously warm from the printer, cooled
in the office fridge.

Inspectors seldom got suspicious, however, because they liked
and trusted him. He had not spent a third of his time in Washing-
ton in the late 1980s and early 1990s, cosying up to the Securities
and Exchange Commission, for nothing. In 1992 the sec found out
that twoaccountants from his father-in-law’s firm had channelled
$440m to him since 1962, offering clients annual returns of up to
20%, but not registering the notes they issued with the sec as the
law required. He returned the money (taking it from one of his
largest investor’s accounts), and the regulators left him alone.
Sometimes they even asked his advice on market operations. So
when the financial press in the early 2000s began to smell some-
thing rotten in his secret system, regulators still trusted him en-
tirely. Five inspections brought up nothing alarming.

It took the financial meltdown of 2008 to expose him. Sudden-
ly he had more than $12bn to find for investors withdrawing their
funds in panic, and he could not cover it. In December he con-
fessed to his two sons, who worked for him, that it was all just one
big lie. Then, while he took the staff out for a party at a Mexican
restaurant, the family lawyer called the regulators in. His sons,
who both died before him, were never reconciled with him.

Everyone was dumbfounded. His legitimate business had
flourished for 36 years, skilfully built up from trading over-the-
counter penny stocks to a firm with 200 employees and a glassy
Midtown office. He did not need the money. At his trial in 2009 he
called his giant fraud a “problem”, something out of his control.
But thathardly squared with a scam he had been conducting, in its
tiniest details, since the 1960s. And the scam itself did not fit with
the Bernie his employees thought they knew, treating them in his
quiet, fussy way like family; or whom his wife Ruth thought she
knew, after 50 years; or with the industrious, outgoing student
who had worked his way through college by installing lawn-sprin-
Kklers on the side; or that affable guy at the country club who would
softly suggest, over supper, that his closed fund might have room
for just one more.

Not being a man of many words, he said little to explain him-
self after his arrest. His talk of “torment” and “horrible guilt” was
given short shrift by the judge, who sentenced him to the maxi-
mum possible, 150 years. His sorrow, the judge thought, was most-
ly for the more than $170bn in assets that were forfeited by court
order: for the $7m Manhattan penthouse, the power boats, the
private jet. The accused himself remarked that the fraud had gone
on and on because he could notaccept the fact that for once in his
life, he had failed. In other words, he could not bear to tell his cli-
ents that he was nota magician. So he ruined them instead. m



