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Politics this week
 Jun 1st 2013  |From the print edition



Negotiators from Colombia’s government and the FARC guerrillas, meeting in Havana, announced that they had reached agreement on rural development, the first issue in a five-point agenda in peace talks which began last October. Both sides said they hoped “to advance with greater speed” on the other points. See article
In Canada two aides to Rob Ford, Toronto’s embattled mayor, resigned after the emergence of a video in which a man purporting to be Mr Ford is shown inhaling crack cocaine. Mr Ford, who sacked his chief of staff over the matter, denies that he takes crack but has refused to answer questions about the video.
Alfonso Portillo, a former president of Guatemala, was extradited to the United States to face charges of laundering $70m in public funds while in office, which he refutes.
The two biggest street gangs in Honduras announced a truce in their internecine war, which has helped give the country the highest murder rate in the Americas. A similar truce in El Salvador last year cut the murder rate in half.
Cuba
’s governmentsaid it would allow ordinary Cubans to access the internet for the first time, but for a pricey $4.50 an hour. The average monthly wage is $20.
Ordnance survey
Amid some acrimony, the European Union let its arms embargo on Syria lapse. Britain and France are the only countries in the EU keen to send weapons to opposition fighters, but said they did not intend to do so immediately. Russia threatened to send S-300 missiles to bolster President Bashar Assad’s defences. Israel, however, said that that would be a “game-changer”, implying it would feel obliged to knock them out. See article
The speaker of Libya’s parliament, Muhammad Megarief, resigned in the wake of the recent adoption of a law banning from public office those who held senior positions under Muammar Qaddafi. Mr Megarief spent 31 years in exile as a leader of the National Front for the Salvation of Libya.
The heads of state in the African Union, gathering to celebrate the 50th anniversary of the body and its forerunner, accused the International Criminal Court in The Hague of racism and “hunting” Africans. In particular, they called on the court to drop its prosecution of Kenya’s president, Uhuru Kenyatta, and his deputy over alleged crimes against humanity, demanding that the case be sent back to Kenya. See article
The happy couple


Two men became the first gay couple to wed in France, 11 days after François Hollande, the president, signed a same-sex marriage bill into law. The ceremony was held amid tight security. In Paris a demonstration by at least 150,000 people against gay marriage turned violent when far-right protesters clashed with riot police.
The European Commission recommended lifting an “excessive-deficit procedure” against Italy, after the government brought its budget shortfall within the euro-zone limit. Enrico Letta, Italy’s new prime minister, has pledged new measures to boost growth. See article
Bulgaria’s new Socialist-led government won a vote of confidence in parliament, ending months of political impasse. Backed by the ethnic Turkish party, the new government will be headed by Plamen Oresharski, a former finance minister. He was supported by 120 of the 217 lawmakers present in the 240-seat parliament.
Sergei Guriev, a prominent economist and rector of the New Economic School in Moscow, fled Russia after pressure from government investigators. He had been a close adviser to the prime minister, Dmitry Medvedev. See article
The German government agreed to pay €772m ($1 billion) for the home care of Holocaust survivors throughout the world in an agreement with the Claims Conference, a Jewish fund for Nazi victims. The money will provide some 56,000 Holocaust survivors with nursing care, medication and social services.
Deadly target
The second-in-command of the Pakistani Taliban was reportedly killed by an American drone strike. If confirmed, the death of Wali-ur-Rehman would provide a boost for the American government, which had placed a $5m bounty on his head, implicating him in attacks on coalition forces in Afghanistan. It is the first drone strike in almost six weeks and comes soon after Barack Obama outlined new legal curbs on their use. Mr Obama also said he would renew his efforts to close Guantánamo. See article
Britain’s Ministry of Defence agreed to return around 90 Afghans held at Camp Bastion, a British base in Helmand province, to the authorities in Afghanistan. The men’slawyers contend they are being held illegally. Eight have reportedly been detained for up to 14 months without charge.
Robert Bales, an American soldier charged with the massacre of 16 civilians in Afghanistan’s Kandahar province in 2012, pleaded guilty in an American court. By doing so he avoids the death penalty.


An ambush by Maoist rebels, also known as Naxalites, on a convoy of Congress party politicians in India’s Chhattisgarh state, killed 28 people, including the head of the Congress party in the state and his son. The rebels say they carried out the attack to protest against the government’s “anti-people policies”. See article
Buddhist youths attacked Muslim properties in northern Myanmar. The clashes were sparked by rumours that a Muslim man had assaulted a Buddhist woman. Violence has spread from western and central regions where tens of thousands of Muslims have fled their homes.
Poisoned correspondence
Letters laced with ricin were sent to Michael Bloomberg, New York’s mayor and a strong national advocate of tougher gun-control laws.
Chuck Hagel, America’s defence secretary, said that sexual assaults in the armed forces were a “scourge”. The Pentagon has reported a sharp rise in such incidents.
Michele Bachmann decided not to seek re-election to Congress. The tea-party stalwart and former presidential candidate had a reputation for factual mistakes. Her error in stating that the opening salvo of the war of independence took place in New Hampshire (it was Massachusetts) became known as “the gaffe heard around the world”. See article
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Business this week
 Jun 1st 2013  |From the print edition

Further data confirmed that a robust recovery is under way in America’s housing market. The S&P/Case-Shiller house-price index rose by 10.9% in March compared with the same month last year, the biggest increase since 2006, when the property bubble was forming (house prices are still 28% below the peak). In Phoenix prices were up by 22.5% and in Las Vegas by 20.6%. A separate measure of consumer confidence hit its highest level in five years.
Stockmarkets initially surged on the positive data but fell on May 29th as investors fretted that good economic news makes it more likely that the Federal Reserve will slow its asset-purchase programme (or QE3) later this year. The yield on ten-year Treasuries rose to 2.17%, the highest in 13 months. Japan’s Nikkei stockmarket index, one of the world’s best performers so far this year, saw another sharp sell-off, falling by 5% on May 30th.
Liberty cell
An alleged $6 billion money-laundering scheme, the biggest in history, was uncovered at Liberty Reserve, an online currency- and payment-processing firm. Prosecutors claim the service was a “PayPal for criminals” to launder ill-gotten gains from many crimes, including card fraud. See article
Better Place, an Israeli start-up that worked on electric cars with swappable batteries, filed for bankruptcy. The firm had hoped to set up electric-car “service stations” where batteries low on power could be changed over, but only a modest number of subscribers signed up. See article
The politicking intensified in the European Union ahead of a looming decision on whether to slap import tariffs on Chinese solar panels. Critics say China’s industry has an unfair advantage because of generous government subsidies (the market has contracted in Europe as subsidies wilt in the face of the debt crisis). The case is a test for EU trade policy. Some countries, notably Germany, have signalled their opposition to sanctions. In a tit-for-tat move, China could impose tariffs on European wine, to French horror.
Warren Buffett’s Berkshire Hathaway acquired NV
Energy, which provides power to Las Vegas and the Reno area, for $5.6 billion. Mr Buffett’s financial muscle will strengthen NV’s green-energy business to meet Nevada’s goal of providing 25% of electricity from renewables by 2025.
In the latest mega-deal in the health-care industry, Valeant, a drug company with headquarters in Quebec, said it was buying Bausch + Lomb, best known for its contact-lens products, in an $8.7 billion acquisition. See article
Opening up the vaults
The Swiss government proposed a bill that would allow a dozen banks, including Credit Suisse and Julius Baer, to co-operate with America over allegations of aiding tax evasion. In a bizarre compromise, they would not hand over clients’ names, but would provide enough information so that they could be identified. The settlements are expected to cost $5 billion-10 billion overall—if the Swiss parliament approves the bill.
Shuanghui, a Chinese pork producer, agreed to buy Smithfield Foods, a meat-processing company based in Virginia, for $4.7 billion. The deal needs to be approved by the Committee on Foreign Investment in the United States, a government body that may ask tough questions about a rash of food-safety scandals in China. See article
Brazil’s economy grew by a feeble 0.6% in the first quarter compared with the last three months of 2012. Despite a raft of measures from the government to boost growth, consumers are stubbornly guarding their purses. However, with inflation still high, the central bank raised interest rates this week by half a percentage point to 8%, more than was expected.
In contrast GDP in the Philippines expanded by a peppy 2.2% in the quarter, beating China’s growth rate.
France Télécom decided to change its name to Orange, the better-known brand of its services around the world. France Télécom acquired Orange in 2000, when it was a British mobile-phone operator.
Home economics


Mothers are the main breadwinners in 40% of American households, according to Pew. Most of those are single parents, but the big rise is in the share of households in which the wife earns more than her husband, which is now the case in 15% of all households with children. The median family income in such homes is $80,000, compared with a national median of $57,100 and $23,000 for single-mother households. Women’s participation in the workforce has been rising for decades, but Pew reports that the number of mothers who want to work has shot up since recession struck in 2007.
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KAL's cartoon
 Jun 1st 2013  |From the print edition



More KAL's cartoons



This article was downloaded by calibre from http://www.economist.com/news/world-week/21578729-kals-cartoon/print
 
 
 | Section Menu | Main Menu | 





Leaders

 
	British politics and the young: The strange rebirth of liberal England
	The world’s next great leap forward: Towards the end of poverty
	Dealing with Russia: Tougher love needed
	Colombia and the FARC: The price of peace
	Low-emission cars: Flat batteries

 






| Next | Section Menu | Main Menu | 

British politics and the young
The strange rebirth of liberal England
Young Britons have turned liberal, both socially and economically. Politicians need to get on their side
 Jun 1st 2013  |From the print edition



FOR the past 170 years The Economist has consistently advocated free trade, punctured government bloat and argued for the protection of individual liberties. It has also been consistently disappointed. Irksomely, political parties tend to plump either for economic liberalism or for social liberalism. Sometimes a small party boldly tries to combine the two—and is rewarded by becoming even smaller. In the United States our creed is so misunderstood that people associate liberalism with big government, when it advocates the opposite.
Yet now Britain, The Economist’s home, the land of Adam Smith (on lead guitar), John Stuart Mill (bass) and William Gladstone (vocals), there is reason for hope. Young Britons have turned strikingly liberal, in a classical sense (see article).
They are relaxed, almost to the point of ennui, about other people’s sexual preferences, drug habits and skin colour. Although, like older Britons, they do not think much of mass immigration, they are tired of politicians banging on about it. As for the row over gay marriage, soon to trouble the House of Lords, they can hardly see the problem.
The young want Leviathan to butt out of their pay cheques as well as their bedrooms. Compared with their elders, they are welfare cynics. Almost 70% of the pre-war generation, and 61% of baby-boomers, believe that the creation of the welfare state is one of Britain’s proudest achievements. Under 30% of those born after 1979 agree. The young are deficit-reduction hawks. They worry about global warming, but still generally lean towards Mill’s minimal “nightwatchman state” when it comes to letting business get on with it: they are relaxed about the growth of giant supermarkets, for example.
It’s only Locke ‘n’ roll, but I like it
This is not just the young being the young. Rather, it is a generational change. In 1987 Britons aged between 18 and 34 were less likely than all other age groups to agree with the proposition that benefit cuts would encourage people to stand on their own two feet: now the young are more hard-hearted than most. They are also more socially liberal than were previous generations at the same stage of life.
There are several explanations for this commendable fashion. The young have grown up in a more mixed society. During their formative years they were exposed to the internet—an organ with an inbuilt resistance to government meddling. Perhaps most important, society has become less generous to them. In 1998 a new Labour government abolished student grants and introduced fees of £1,000 (then $1,656) a year. These have swelled to a maximum of £9,000. The loans are on such generous terms that this is still a form of welfare, but it does not feel like it. In 2010 the coalition government abolished the Education Maintenance Allowance, which had been paid to English teenagers from poor families to persuade them to stay in school. The old, by contrast, have been granted more generous pensions, and will shortly be protected against having to sell their houses to pay for residential care. Small wonder they treasure the welfare state.
Young Britons seem unusual. In America the young are noticeably liberal on gay marriage but less keen on abortion (admittedly a subject where liberalism is harder to define). Some polls hint that young Americans are more inclined than their elders to think that the government ought to do more. A French poll suggests les jeunes are becoming less iconoclastic.
Britain’s teenagers and 20-somethings might turn statist when they have children, and more so when their knees give out. They might develop less tolerant views on sex and drugs when their offspring become teenagers. But they will not turn into their parents. Fundamental opinions about society are like bones: they are shaped in youth.
The problem, for those who love freedom, is that the young lack political clout. The average MP is 50 years old; the average councillor is 60; the average member of the House of Lords is 69. The old vote, even in local elections. They dominate constituency associations. They are driving the most disruptive force in British politics: the fast-rising UK Independence Party (UKIP), which wants to return Britain to a prelapsarian state where immigration is low, marriage is heterosexual and Europe is on the other side of the Channel.
Hope I die before I pay tax
Still, political parties should heed the young much more than they do. Although people’s fundamental political views do not change much as they age, their propensity to vote does. Today’s distracted libertarians are tomorrow’s dependable voter block. And, to the extent that people’s opinions do shift over their lifetimes, they tend to bend in one direction: towards the views of the young. Everybody has become calmer about homosexuality and more sceptical about welfare over the past few years. But the young were there first. They are political early-adopters and trend-setters.
Far from courting them, the big political parties are running in precisely the opposite direction. Spooked by UKIP, the Conservatives shuffle their feet when the subject of gay marriage comes up. They are preparing to fight the 2015 general election on an anti-immigration platform. Labour has social liberalism to spare. But it has opposed welfare cuts and rediscovered its historical enthusiasm for economic meddling, which it calls “predistribution”. The Chinese leadership quotes Adam Smith more often than Ed Miliband does.
The only politician whose views chime with the liberal young is the hedonistic mayor of London, Boris Johnson. Sterner sorts have a tougher time. George Osborne, the Whiggish chancellor of the exchequer, is loathed by Tories for his social liberalism and by Leviathan’s lackeys for his spending cuts. Nick Clegg, who has tried to steer his Liberal Democrat Party onto classically liberal ground, has even more foes. But these men are not wrong so much as early. They went into politics too soon. One change would help. If 18- to 24-year-olds voted as reliably as the over-65s, it would mean almost 2m more ballots, and politicians would have to pay attention. For the sake of freedom, the young should hurry to the polling station.
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The world’s next great leap forward
Towards the end of poverty
Nearly 1 billion people have been taken out of extreme poverty in 20 years. The world should aim to do the same again
 Jun 1st 2013  |From the print edition



IN HIS inaugural address in 1949 Harry Truman said that “more than half the people in the world are living in conditions approaching misery. For the first time in history, humanity possesses the knowledge and skill to relieve the suffering of those people.” It has taken much longer than Truman hoped, but the world has lately been making extraordinary progress in lifting people out of extreme poverty. Between 1990 and 2010, their number fell by half as a share of the total population in developing countries, from 43% to 21%—a reduction of almost 1 billion people.
Now the world has a serious chance to redeem Truman’s pledge to lift the least fortunate. Of the 7 billion people alive on the planet, 1.1 billion subsist below the internationally accepted extreme-poverty line of $1.25 a day. Starting this week and continuing over the next year or so, the UN’s usual Who’s Who of politicians and officials from governments and international agencies will meet to draw up a new list of targets to replace the Millennium Development Goals (MDGs), which were set in September 2000 and expire in 2015. Governments should adopt as their main new goal the aim of reducing by another billion the number of people in extreme poverty by 2030.
Take a bow, capitalism
Nobody in the developed world comes remotely close to the poverty level that $1.25 a day represents. America’s poverty line is $63 a day for a family of four. In the richer parts of the emerging world $4 a day is the poverty barrier. But poverty’s scourge is fiercest below $1.25 (the average of the 15 poorest countries’ own poverty lines, measured in 2005 dollars and adjusted for differences in purchasing power): people below that level live lives that are poor, nasty, brutish and short. They lack not just education, health care, proper clothing and shelter—which most people in most of the world take for granted—but even enough food for physical and mental health. Raising people above that level of wretchedness is not a sufficient ambition for a prosperous planet, but it is a necessary one.
The world’s achievement in the field of poverty reduction is, by almost any measure, impressive. Although many of the original MDGs—such as cutting maternal mortality by three-quarters and child mortality by two-thirds—will not be met, the aim of halving global poverty between 1990 and 2015 was achieved five years early.
The MDGs may have helped marginally, by creating a yardstick for measuring progress, and by focusing minds on the evil of poverty. Most of the credit, however, must go to capitalism and free trade, for they enable economies to grow—and it was growth, principally, that has eased destitution.
Poverty rates started to collapse towards the end of the 20th century largely because developing-country growth accelerated, from an average annual rate of 4.3% in 1960-2000 to 6% in 2000-10. Around two-thirds of poverty reduction within a country comes from growth. Greater equality also helps, contributing the other third. A 1% increase in incomes in the most unequal countries produces a mere 0.6% reduction in poverty; in the most equal countries, it yields a 4.3% cut.
China (which has never shown any interest in MDGs) is responsible for three-quarters of the achievement. Its economy has been growing so fast that, even though inequality is rising fast, extreme poverty is disappearing. China pulled 680m people out of misery in 1981-2010, and reduced its extreme-poverty rate from 84% in 1980 to 10% now.
That is one reason why (as the briefing explains) it will be harder to take a billion more people out of extreme poverty in the next 20 years than it was to take almost a billion out in the past 20. Poorer governance in India and Africa, the next two targets, means that China’s experience is unlikely to be swiftly replicated there. Another reason is that the bare achievement of pulling people over the $1.25-a-day line has been relatively easy in the past few years because so many people were just below it. When growth makes them even slightly better off, it hauls them over the line. With fewer people just below the official misery limit, it will be more difficult to push large numbers over it.
So caution is justified, but the goal can still be achieved. If developing countries maintain the impressive growth they have managed since 2000; if the poorest countries are not left behind by faster-growing middle-income ones; and if inequality does not widen so that the rich lap up all the cream of growth—then developing countries would cut extreme poverty from 16% of their populations now to 3% by 2030. That would reduce the absolute numbers by 1 billion. If growth is a little faster and income more equal, extreme poverty could fall to just 1.5%—as near to zero as is realistically possible. The number of the destitute would then be about 100m, most of them in intractable countries in Africa. Misery’s billions would be consigned to the annals of history.
Markets v misery
That is a lot of ifs. But making those things happen is not as difficult as cynics profess. The world now knows how to reduce poverty. A lot of targeted policies—basic social safety nets and cash-transfer schemes, such as Brazil’s Bolsa Família—help. So does binning policies like fuel subsidies to Indonesia’s middle class and China’s hukou household-registration system (see article) that boost inequality. But the biggest poverty-reduction measure of all is liberalising markets to let poor people get richer. That means freeing trade between countries (Africa is still cruelly punished by tariffs) and within them (China’s real great leap forward occurred because it allowed private business to grow). Both India and Africa are crowded with monopolies and restrictive practices.
Many Westerners have reacted to recession by seeking to constrain markets and roll globalisation back in their own countries, and they want to export these ideas to the developing world, too. It does not need such advice. It is doing quite nicely, largely thanks to the same economic principles that helped the developed world grow rich and could pull the poorest of the poor out of destitution.
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Dealing with Russia
Tougher love needed
When it comes to understanding Vladimir Putin, trust Angela Merkel’s instincts not Barack Obama’s
 Jun 1st 2013  |From the print edition



IN THE year since Vladimir Putin returned to the Kremlin as president his rule has become increasingly repressive. He has harassed or shut down non-governmental organisations, put opposition leaders on trial and had pop-star protesters jailed on flimsy charges. Corruption is entrenched, the judiciary has been nobbled and critics are routinely branded as treacherous foreign agents. The evidence is clear; the question is how the West should respond.
So far, there has been a curious inversion of past practice. European countries, led by Germany, which is Russia’s biggest trading partner, have long been in favour of a soft approach. Their argument used to be that stability mattered more than democracy in such a vast and unruly country, that Europe needed Russian oil and gas, and that criticism from outside was unlikely to make much difference. The Americans, in contrast, mostly preferred a tougher stance, insisting that the West should support human rights and democracy everywhere and firmly denouncing the slide towards autocracy. These days, however, Barack Obama supports the pragmatic approach that underpinned the “reset” of his first term, arguing that he needs Russian help in the fight against terrorism, for arms-control treaties and in such trouble spots as the Middle East. It is Germany’s Angela Merkel who is most outspoken in attacking Mr Putin’s repression.
Mrs Merkel is right and Mr Obama is wrong, for three reasons. First, holding back criticism may not in fact make Mr Putin any more helpful. It is true that the Kremlin can lash out in retaliation in specific cases or against particular countries. But more broadly Russia, like the West, pursues what it sees as its own interests. So it will co-operate on international terrorism, for instance over the Boston bombers who came from the north Caucasus, and it may do so over arms control. But it will not over Syria, as it showed yet again this week by promising to ship sophisticated anti-aircraft missiles to Bashar Assad’s vile regime. Indeed, Mr Putin’s rule at home has become increasingly bound up with his confrontational attitude towards the West in Syria and elsewhere (see article).
The second reason is that criticism can count for more than sceptics believe. Mr Putin and his cronies are not suddenly going to embrace liberal democracy. But they are conscious of their image (and assets) abroad and they like to be judged by Western standards. Mr Putin values his country’s international standing. Russia will chair the G8 next year and he plans a summit in Sochi. He badly wants the Sochi winter Olympics to be a success. He may not change in response to foreign critics but he is not impervious to them. Nor is his position at home invulnerable, given Russia’s growing economic problems and the slide in its oil and gas revenues.
How the West can win
The third and most important reason is that the West should defend its democratic values in order to lend support to the opposition to Mr Putin. Opponents of autocratic governments everywhere are disheartened if they see the West pulling its punches or even embracing dictatorships. Those who prefer business to politics often favour engagement with such regimes and oppose any strident criticism, on the basis that nothing is ever likely to change. Yet recent experience in places as far apart as the Arab world and Myanmar argues against such pessimism. One day change will come to Russia—as it will to Syria. When that happens, among the losers will be those who appeased or backed the dictators. It is far better for Mr Obama to identify himself strongly with those who embrace the West’s values, in Russia as everywhere else.
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Colombia and the FARC
The price of peace
An understandable thirst for justice should not block a deal that would save lives
 Jun 1st 2013  |From the print edition



WHEN the Revolutionary Armed Forces of Colombia (FARC), as they grandly call themselves, took up arms to install communism in their country, Nikita Khrushchev was still running the Soviet Union. For half a century, the FARC have stuck to their guns, even as Colombia has become a more inclusive democracy. The cold war ended but the FARC kept going, through drug running, kidnapping and extortion. They twice used peace talks as a cynical tactic to regroup, only to try once again to seize power by force. No wonder many Colombians have been sceptical about the latest peace negotiations, launched by President Juan Manuel Santos in October. So it was welcome that on May 26th the government and the FARC announced a deal on rural development (see article).
That is only the first of five points on the agenda. But it is confirmation that these talks, which take place in Havana, are largely free of the political grandstanding of the past and are aimed at ending the conflict. The difference this time is that the military balance has changed irrevocably against the FARC. Partly thanks to Plan Colombia, an American-funded aid scheme, but mainly because of Colombia’s own efforts, especially under Álvaro Uribe, Mr Santos’s predecessor, the army has reduced the FARC by half and killed many of their leaders.
Difficult discussions still lie ahead. The FARC have to be persuaded to abandon a 50-year project, their arms and their drug-trafficking businesses, and be convinced that the state can guarantee their safety. And the rest of Colombia’s citizens are hardly united in support of the negotiations.
The talks face opposition on two grounds. The first is that they should not be happening at all. Mr Uribe and his supporters recommend a few more years of war, which they say would finish off the FARC. That policy might be justifiable were it remotely likely to succeed. Past governments have thought the same and been proven wrong. The FARC, though weakened, are still a potent force with the capacity to disrupt the country and kill many more Colombians.
A second objection is that Mr Santos is going too fast. His opponents claim that he is rushing to close a peace deal in order to secure re-election. Legislative elections are due in March next year, and a presidential poll in May. But even if his motives are tainted with selfishness, the country has an overriding interest in getting a deal quickly, for negotiations are unlikely to continue during the campaign, and if they are halted, the prospect of peace could vanish.
If those objections are overcome, the hardest issue to deal with will be justice. The FARC carried out terrible atrocities—bombarding villages, dismembering landowners while they were alive, killing hostages. The army, too, murdered innocent people. Many Colombians, understandably, believe that those who ordered such crimes should spend many years in prison. But if the FARC’s leaders face lengthy sentences, they are unlikely to stop fighting.
Let the people, not the lawyers, decide
Peace would transform the social and economic prospects of Latin America’s third most-populous country and also improve human rights there. It would spare thousands of human lives, and leave hundreds of thousands of people in homes that they might otherwise be forced to flee. To bring that about it may be necessary to allow guilty men to go free.
That will stick in many throats. Human-rights groups might be tempted to try to overturn a deal in an international court. Yet Mr Santos has come up with a good way of reconciling justice and peace. He has promised that any agreement will be subject to popular ratification (ideally through a referendum). Colombians will ratify a deal only if they feel it is fair; and that judgment is better left to them than to foreign lawyers.
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Low-emission cars
Flat batteries
The electric car stalls in the race to be the green wheels of the future. That is not a tragedy
 Jun 1st 2013  |From the print edition



MAY was not the merriest month for electric cars. On May 1st Coda, an American maker of battery-powered cars, declared bankruptcy; on the 26th Better Place, a much-hyped promoter of cars with swappable batteries (which raised nearly $1 billion in 2007), filed for liquidation in Israel. Fisker, another American electric-car maker, which is partly financed by taxpayers, teetered on the brink of collapse, having made no vehicles since its (also state-financed) battery-maker, A123, collapsed last year. Fiat-Chrysler’s boss said during the month that it will lose $10,000 on every 500e battery car it sells. The car costs $32,000, double the price of the petrol version, but Fiat has to try to sell them because California is imposing quotas on sales of “zero-emission” vehicles on carmakers.
The news has not all been bad. Tesla, a Californian maker of battery-powered sports cars, recently declared its first quarterly profit, and repaid its $452m of government loans early. But overall, electric cars, whether purely battery-powered or hybrids that use petrol engines as backups, have been a flop. They are expensive, even with state subsidies, and the all-battery ones have a limited range.
Does this failure matter? Not that much. The main reason why Better Place failed seems to have been bad management. In 2009 it struck a deal with Renault to sell 100,000 electric cars with swappable batteries by 2016; it sold just 1,300. It failed to get other carmakers to make vehicles with swappable batteries, restricting its subscribers’ choice.
Another barrier has been that all cars have been getting greener, driven in part by manufacturers’ need to meet emissions standards. In the longer term a race is on between scientists trying to create low-cost, low-carbon “biofuels”, which could give petrol and diesel engines a new, clean lease on life, and others trying to make electric batteries lighter, cheaper and more reliable. The odds are that pure electric cars, despite their slow start, will be part of tomorrow’s cleaner traffic: they just will not be the whole answer.
We watched “Star Trek” too
Given this uncertainty, the wise thing for politicians would be to set overall emissions targets, and leave the risk to businesspeople. Wherever this has been tried, in Europe, America, Japan and more recently China, carmakers have grumbled: but they have responded—most notably by squeezing more efficiency out of the century-old internal-combustion engine.
Sadly politicians see electric cars not as a means to a greener future but as an end in themselves. Barack Obama is still prattling about having 1m of them on America’s roads by 2015 (so far he is only 5% of the way there); this week Angela Merkel restated her aim to have 1m such cars on Germany’s roads by 2020 (a mere 3,000 were sold there last year). Under fire from Congress, Mr Obama has stopped lending to makers of electric cars and batteries, but he still wants to increase the maximum federal credit for electric cars from $7,500 to $10,000. And the Chinese government is planning to revive an old subsidy scheme worth up to 60,000 yuan ($9,800) per car.
Such subsidies make little sense. If governments want to cut emissions it would be better, say, to pay people to insulate their homes. Better Place achieved little in its brief, expensive life. But if its failure, despite having such weighty backers (including GE and HSBC), persuades governments of the folly of picking winners, it will not have died in vain.
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Letters
On Taiwan, dams, health care, New York, Malaysia, Microsoft, being brainy, quotes
 Jun 1st 2013  |From the print edition

Letters are welcome via e-mail to letters@economist.com 
Taiwan and the Philippines


SIR – We think that the correct terms to describe Taiwan’s fishing activity around the world are “hard-working” and “far-reaching”, as the country is usually ranked as one of the top ten fishing powers globally thanks to diligent Taiwanese fishermen (Banyan, May 18th). Yet for political reasons, Taiwan cannot become a formal signatory to many international fishing agreements. We usually and willingly conclude separate memorandums of understanding that obligate us under regional or global fish-quota systems.
Concerning the recent fatal shooting of a Taiwanese fisherman, Hong Shi-cheng, by the Philippine coastguard, the tragic event happened in overlapping economic zones between Taiwan and the Philippines. Here are some other facts: the Taiwanese fishing boat was riddled with 59 bullet holes; the Philippine patrol vessel is more than six times the size of the Taiwanese boat in terms of tonnage; and a photograph issued by the Philippine authorities showed that more than ten automatic rifles were used in the shooting. All this, and more, indicates that this was an unwarranted and precarious shooting that killed an innocent Taiwanese fisherman, for which the Philippine side is totally responsible.
Representative Lyushun Shen
 Taipei representative office in the United Kingdom
London  
SIR – The killing of the Taiwanese fisherman is a criminal and human-rights issue before it is a political and strategic one. Your balanced reading of both governments’ statements did not address the real nature of the incident. The Taiwanese people’s fury over what they see as a murder is understandable. People here are so tired of the Western media only viewing events from the perspective of cross-strait relations with little concession to human sympathies.
Jou Ying-Cheng
Taipei, Taiwan
Perspectives on dams


SIR – Regarding your article on the Amaila Falls hydropower project (“Shrouded in secrecy”, May 4th), our projection of the likely benefits shows that it will increase Guyana’s power generation capacity by 50%. It will also enable Guyana to avoid $200m in fuel imports each year and bring $3.5 billion in savings for consumers over 20 years, before ownership of the plant is transferred to the people of Guyana.
It is predominantly funded by the private sector. The government’s main financial contribution is twofold: paying for an access road and investing $80m in equity, which will be sourced from payments for forest-carbon services that Guyana has earned under its partnership with Norway.
Amaila is the flagship of Guyana’s low-carbon development strategy, which aims to make us one of the greenest economies in the world before 2017, while maintaining 99.5% of our forests. We will reduce our greenhouse-gas emissions from electricity generation by up to 92%, which is more than for any country in the European Union.
Rather than shroud this project in secrecy, we are proud to highlight it as an example of how developing countries can lead the world towards green growth and combating climate change.
Kapil Mohabir
Office of the President
Georgetown, Guyana  


SIR – Your report on the Belo Monte dam concluded that Brazil risks getting a poor return on its $14 billion investment (“The rights and wrongs of Belo Monte”, May 4th). In fact, the return may be even worse because of the dependence of Amazon rainfall on forests. You were right to point out that the extreme seasonality of the Xingu river’s water flow will allow only 40% of the plant’s electricity-generating potential to be realised. But in a recent study in the Proceedings of the National Academy of Sciences we found that up to 3,000MW of electricity is a more likely figure than the 4,500MW cited in your article if forests continue to be cleared.
Given the importance of hydroelectric power from the Amazon’s tributaries to Brazil’s energy strategy, it would behove decision-makers to think of securing and deepening Brazil’s progress in curbing deforestation as a matter of national energy security.
Claudia Stickler
Scientist with the international programme of the Amazon Environmental Research Institute
San Francisco
The future is health care
SIR – You described “The health paradox” (May 11th) of spending on health care that is unsustainable but which also supports millions of jobs in the American economy. Yet health care offers a vast scope for potential future markets that are ill-served. Remedies that were a dream in the past, such as effective treatments for baldness and impotency, or sex-reassignment surgery, are now feasible. Today’s dreams, such as growing new limbs, a comprehensive cure for cancer, Alzheimer’s and other infirmities that come with old age, are lacking (as are hassle-free hospitals).


We can measure progress when the sumptuous luxuries of yesterday’s rich become the common necessities of today’s poor. This is most notable today in electronics (think smartphones). We should aspire for the same sort of progress in health care.
An improving health-care sector could grow much faster than the economy as a whole. Perhaps reaching our medical dreams requires letting the health-care industry peak at a third or more of the total economy. This would put a strain on public finances but the way to square the circle is as simple as it is unpopular. We need a private market where people pay directly for their own health care.
For millennia most labour and capital was devoted to producing food. Most labour and capital then moved into manufacturing when the Industrial Revolution came along. In the future it could be health care.
Tom McKendree
Huntington Beach, California
Fighting bans
SIR – I was surprised to see you describe New York state as a “place generally known for its freewheeling ways” in your article on its ban on mixed martial arts (MMA) (“No holds barred”, May 18th). New York city, after all, is the home of laws that prohibit smoking in outdoor parks and prescribe a ratio of male-to-female restrooms. MMA’s promoters may yet find a way in, but heaven help them if they hope to serve jumbo-sized sodas at the bouts.
Cole Couture
New York
Malaysia's election
* SIR – I read with interest your take on Malaysia’s election (“Tawdry victory”, May 11th) and the letter in response (May 25th) from a junior minister in the cabinet. Although Malaysia’s new government does promote democracy, human rights and peace, it also shows contempt for the law.
I hope you come back to Malaysia as soon as possible to see the evidence collated from across the nation of the alleged election fraud. Anwar Ibrahim, the leader of the opposition, promises that poll petitions and police reports will be made to pressure the authorities to investigate without fear or favour. He has also asked for the incumbents on the Election Commission to be replaced immediately by officials with integrity and credibility.
Ben Yap
Kuala Lumpur
Broken Windows?


* SIR – Professor Scherer’s amazement (Letters, May 25th) at the failure of Microsoft Windows to allow him to view Microsoft Word documents implies that he is confused about the difference between an operating system and an application. Since many PCs do come with Office pre-installed, he may have been unaware of the distinction.
In fact Microsoft has never included support for its suite of Office software in any version of Windows, although it has always offered freely downloadable viewing software which allows users to open documents generated using proprietary applications such as Word.
Anyone not wishing to purchase Microsoft Office can choose from several open-source replacements (such as Apache OpenOffice) which will both open and write Microsoft formats, just as those not wishing to use Windows on their PC can install many different versions of Linux.
Luke O’Sullivan
Singapore
Not so clever
SIR – “In January Deloitte bought Monitor, a brainy strategy firm, out of bankruptcy.” Hmmm. (“To the brainy, the spoils”, May 11th.)
Graham Jones
Hikone, Japan
A fishy story
SIR – Senator Jeff Sessions did a little quote-mangling when he compared the pending immigration bill to a “mackerel in the sunshine—the longer it’s out there, the worse it smells” (“Not so fast”, May 11th).
In 1800 John Randolph, a congressman from Virginia, described Edward Livingston of New York this way: “He was a man of splendid abilities, but utterly corrupt. Like rotten mackerel by moonlight, he shines and stinks.”
Ivan Swift
Toney, Alabama
* Letter appears online only
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Poverty
Not always with us
The world has an astonishing chance to take a billion people out of extreme poverty by 2030
 Jun 1st 2013  | HONG KONG AND WASHINGTON, DC  |From the print edition



IN SEPTEMBER 2000 the heads of 147 governments pledged that they would halve the proportion of people on the Earth living in the direst poverty by 2015, using the poverty rate in 1990 as a baseline. It was the first of a litany of worthy aims enshrined in the United Nations “millennium development goals” (MDGs). Many of these aims—such as cutting maternal mortality by three quarters and child mortality by two thirds—have not been met. But the goal of halving poverty has been. Indeed, it was achieved five years early.
In 1990, 43% of the population of developing countries lived in extreme poverty (then defined as subsisting on $1 a day); the absolute number was 1.9 billion people. By 2000 the proportion was down to a third. By 2010 it was 21% (or 1.2 billion; the poverty line was then $1.25, the average of the 15 poorest countries’ own poverty lines in 2005 prices, adjusted for differences in purchasing power). The global poverty rate had been cut in half in 20 years.
That raised an obvious question. If extreme poverty could be halved in the past two decades, why should the other half not be got rid of in the next two? If 21% was possible in 2010, why not 1% in 2030?
Why not indeed? In April at a press conference during the spring meeting of the international financial institutions in Washington, DC, the president of the World Bank, Jim Yong Kim, scrawled the figure “2030” on a sheet of paper, held it up and announced, “This is it. This is the global target to end poverty.” He was echoing Barack Obama who, in February, promised that “the United States will join with our allies to eradicate such extreme poverty in the next two decades.”
This week, that target takes its first step towards formal endorsement as an aim of policy round the world. The leaders of Britain, Indonesia and Liberia are due to recommend to the UN a list of post-2015 MDGs. It will be headed by a promise to end extreme poverty by 2030.
There is a lot of debate about what exactly counts as poverty and how best to measure it. But by any measure, the eradication of $1.25-a-day poverty would be an astonishing achievement. Throughout history, dire poverty has been a basic condition of the mass of mankind. Thomas Malthus, a British clergyman who founded the science of demography, wrote in 1798 that it was impossible for people to “feel no anxiety about providing the means of subsistence for themselves and [their] families” and that “no possible form of society could prevent the almost constant action of misery upon a great part of mankind.” For most countries, poverty was not even a problem; it was a plain, unchangeable fact.


To eradicate extreme poverty would also be remarkable given the number of occasions when politicians have promised to achieve the goal and failed. “We do have an historic opportunity this year to make poverty history,” said Tony Blair, Britain’s prime minister in 2005. Three years before that, Thabo Mbeki, South Africa’s president said that “for the first time in human history, society has the capacity, the knowledge and the resources to eradicate poverty.” Going further back: “For the first time in our history,” said Lyndon Johnson, “it is possible to conquer poverty.” That was in 1964. Much will have to change if Mr Kim’s piece of paper is not to become one more empty promise.
So how realistic is it to think the world can end extreme poverty in a generation? To meet its target would mean maintaining the annual one-percentage-point cut in the poverty rate achieved in 1990-2010 for another 20 years. That would be hard. It will be more difficult to rescue the second billion from poverty than it was the first. Yet it can be done. The world has not only cut poverty a lot but also learned much about how to do it. Poverty can be reduced, albeit not to zero. But a lot will have to go right if that is to happen.
Growth Decreases Poverty
In 1990-2010 the driving force behind the reduction of worldwide poverty was growth. Over the past decade, developing countries have boosted their GDP about 6% a year—1.5 points more than in 1960-90. This happened despite the worst worldwide economic crisis since the 1930s. The three regions with the largest numbers of poor people all registered strong gains in GDP after the recession: at 8% a year in East Asia; 7% in South Asia; 5% in Africa. As a rough guide, every 1% increase in GDP per head reduces poverty by around 1.7%.
GDP, though, is not necessarily the best measure of living standards and poverty reduction. It is usually better to look at household consumption based on surveys. Martin Ravallion, until recently the World Bank’s head of research, took 900 such surveys in 125 developing countries. These show, he calculates, that consumption in developing countries has grown by just under 2% a year since 1980. But there has been a sharp increase since 2000. Before that, annual growth was 0.9%; after it, the rate leapt to 4.3%.
Growth alone does not guarantee less poverty. Income distribution matters, too. One estimate found that two thirds of the fall in poverty was the result of growth; one-third came from greater equality. More equal countries cut poverty further and faster than unequal ones. Mr Ravallion reckons that a 1% increase in incomes cut poverty by 0.6% in the most unequal countries but by 4.3% in the most equal ones.
The country that cut poverty the most was China, which in 1980 had the largest number of poor people anywhere. China saw a huge increase in income inequality—but even more growth. Between 1981 and 2010 it lifted a stunning 680m people out poverty—more than the entire current population of Latin America. This cut its poverty rate from 84% in 1980 to about 10% now. China alone accounts for around three quarters of the world’s total decline in extreme poverty over the past 30 years.
What is less often realised is that the recent story of poverty reduction has not been all about China. Between 1980 and 2000 growth in developing countries outside the Middle Kingdom was 0.6% a year. From 2000 to 2010 the rate rose to 3.8%—similar to the pattern if you include China. Mr Ravallion calculates that the acceleration in growth outside China since 2000 has cut the number of people in extreme poverty by 280m.
Can this continue? And if it does, will it eradicate extreme poverty by 2030?
To keep poverty reduction going, growth would have to be maintained at something like its current rate. Most forecasters do expect that to happen, though problems in Europe could spill over and damage the global economy. Such long-range forecasts are inevitably unreliable but two broad trends make an optimistic account somewhat plausible. One is that fast-growing developing countries are trading more with each other, making them more resilient than they used to be to shocks from the rich world. The other trend is that the two parts of the world with the largest numbers of poor people, India and Africa, are seeing an expansion of their working-age populations relative to the numbers of dependent children and old people. Even so, countries potentially face a problem of diminishing returns which could make progress at the second stage slower than at the first.
There is no sign so far that returns are in fact diminishing. The poverty rate has fallen at a robust one percentage point a year over the past 30 years—and there has been no tailing off since 2005. But diminishing returns could occur for two reasons. When poverty within a country falls to very low levels, the few remaining poor are the hardest to reach. And, globally, as more people in countries such as China become middle class, poverty will become concentrated in fragile or failing states which have seen little poverty reduction to date.
The sweetest spot


In a study for the Brookings Institution, a think-tank in Washington, DC, Laurence Chandy, Natasha Ledlie and Veronika Penciakova look at the distribution of consumption (how many people consume $1 a day, $2 a day and so on) in developing countries. They show how it has changed over time, and how it might change in future. Plotted on a chart, the distribution looks like a fireman’s helmet, with a peak in front and a long tail behind. In 1990 there were hardly any people with no income at all, then a peak just below the poverty line and then a long tail of richer folk extending off to the right (see chart 2).
As countries get richer, the helmet moves to the right, reflecting the growth in household consumption. The faster the rate, the farther to the right the line moves, so the strong 4.3% annual growth in consumption since 2000 has pushed the line a good distance rightward.
But the shape of the line also matters. The chart shows that in 1990 and 2000, the peak was positioned slightly to the left of the poverty line. As the shape moved to the right, it took a section of the peak to the other side of the poverty mark. This represents the surge of people who escaped poverty in 1990-2010.
At the moment the world is at a unique sweet spot. More people are living at $1.25 than at any other level of consumption. This means growth will result in more people moving across the international poverty line than across any other level of consumption. This is a big reason why growth is still producing big falls in poverty.
But as countries continue to grow, and as the line continues to be pulled to the right, things start to change. Now, the peak begins to flatten. In 2010, according to Mr Chandy, there were 85m people living at or just below the poverty line (at a consumption level between $1.20 and $1.25 a day). If poverty falls at its trend rate, the number of people living at $1.20-1.25 a day will also fall: to 56m in 2020 and 28m in 2030.
This is good news, of course: there will be fewer poor people. But it means the rate of poverty reduction must slow down, even if consumption continues to grow fast. As Mr Chandy says, unless growth goes through the roof, “it is not possible to maintain the trend rate of poverty reduction with so many fewer individuals ready to cross the line.”
So what impact, in practice, might diminishing returns have? Messrs Chandy and Ravallion try to answer that by calculating what different rates of household consumption mean for poverty reduction and how much household income would have to grow to eradicate extreme poverty.
Mr Ravallion provides an optimistic projection. If developing countries were to maintain their post-2000 performance, he says, then the number of extremely poor people in the world would fall from 1.2 billion in 2010 to just 200m in 2027.
This would be a remarkable achievement. It took 20 years to reduce the number of absolutely poor people from 1.9 billion in 1990 to 1.2 billion in 2010 (a fall of less than half). Mr Ravallion’s projection would lift a billion people out of poverty in 17 years and implies almost halving the number in just ten (from 2012 to 2022).
But even this projection does not get to zero poverty. The figure of 200m poor implies a poverty rate of just over 3%. To get to zero would require something even more impressive. Mr Ravallion estimates that to reach a 1% poverty rate by 2027 would require a surge in household consumption of 7.6% a year—an unrealistically high level.
Drops of good cheer
Mr Chandy and his co-authors get similar results. They take a projection of falling poverty based on forecasts of consumption by the Economist Intelligence Unit, our sister company. If growth were two points better than forecast, then the poverty rate would be just over 3%; if two points worse, it would be almost 10%—a big disappointment. If income distribution within countries gets progressively better or worse (ie, if the poorest 40% do better or worse than the top 10%), then the range of outcomes would be the same as if growth were higher or lower. And if you combine all these variables, then the range is wide indeed, from a miserable 15% poverty rate (lower growth, more inequality) to a stunning 1.4% (higher growth, less inequality).
Two conclusions emerge from these exercises. First, the range of outcomes is wide, implying that prospects for eradicating poverty are uncertain. The range is also not symmetrical, suggesting the risk of failure is greater than the hope of success. It is also noticeable that no one is forecasting zero poverty. If that were taken as the post-2015 target, then it would be missed. However, reducing the rate to 3% would lift a billion people out of poverty and that would be remarkable enough. In the best case, the global poverty rate falls to a little over 1%, or just 70m people. That would be astonishing. To get to these levels, the studies suggest, you cannot rely on boosting growth or improving income inequality alone. You need both.
Second, the geography of poverty will be transformed. China passed the point years ago where it had more citizens above the poverty line than below it. By 2020 there will be hardly any Chinese left consuming less than $1.25 a day: everyone will have escaped poverty. China wrote the first chapter of the book of poverty reduction but that chapter is all but finished.


The next will be about India. India mirrors the developing world as a whole: growth will push a wave of Indians through the $1.25 barrier over the next decade (see chart 3). The subcontinent could generate the largest gains in poverty reduction in the next decade (which is why the current Indian slowdown is worrying). After that, though, continued growth will benefit relatively comfortable Indians more than poor ones.
The last chapter will be about Africa. Only in sub-Saharan Africa will there be large numbers of people below the poverty line. Unfortunately they are currently too far below it. The average consumption of Africa’s poorest people is only about 70 cents a day—barely more than it was 20 years ago. In the six poorest countries it falls to only 50 cents a day. The continent has made big strides during the past decade. But even 20 more years of such progress will not move the remaining millions out of poverty. At current growth rates, a quarter of Africans will still be consuming less than $1.25 a day in 2030. The disproportionate falls in Africa’s poverty rate will not happen until after that date.
Make Bono history
 Deng wrote chapter one 
The record of poverty reduction has profound implications for aid. One of the main purposes of setting development goals was to give donors a wish list and persuade them to put more resources into the items on the list. This may have helped in some areas but it is hard to argue that aid had much to do with halving poverty. Much of the fall occurred in China, which ignored the MDGs. At best, aid and the MDGs were marginal.
The changing geography of poverty will pose different aid problems over the next 20 years. According to Mr Chandy, by 2030 nearly two-thirds of the world’s poor will be living in states now deemed “fragile” (like the Congo and Somalia). Much of the rest will be in middle-income countries. This poses a double dilemma for donors: middle-income countries do not really need aid, while fragile states cannot use it properly. A dramatic fall in poverty requires rethinking official assistance.
Yet all the problems of aid, Africa and the intractability of the final billion do not mask the big point about poverty reduction: it has been a hugely positive story and could become even more so. As a social problem, poverty has been transformed. Thanks partly to new technology, the poor are no longer an undifferentiated mass. Identification schemes are becoming large enough—India has issued hundreds of millions of biometric smart cards—that countries are coming to know their poor literally by name. That in turn enables social programmes to be better targeted, studied and improved. Conditional cash-transfer schemes like Mexico’s Oportunidades and Brazil’s Bolsa Família have all but eradicated extreme poverty in those countries.
As the numbers of poor fall further, not only will the targets become fewer, but the cost of helping them will fall to almost trivial levels; it would cost perhaps $50m a year to bring 200m people up above the poverty line; that is less than the cost of one star football player. Of course, there will be other forms of poverty; the problems of some countries and places will remain intractable and may well require different policies; and $1.26 a day is still a tiny amount.
But something fundamental will have shifted. Poverty used to be a reflection of scarcity. Now it is a problem of identification, targeting and distribution. And that is a problem that can be solved.
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Killer drones
Out of the shadows
Barack Obama’s rules for drones could shape the new global laws of war
 Jun 1st 2013  | WASHINGTON, DC  |From the print edition



WHEN it comes to lethal drone strikes against foreign targets, America’s government and Congress should be aware that “what is sauce for the goose is sauce for the gander”, says John Bellinger, for eight years a government lawyer charged with explaining George W. Bush’s global war on terror to allies.
China and Russia are just two of the powers that may soon launch their own fleets of unmanned aircraft against suspected foes. It is not too far-fetched to imagine a near future in which a Russian drone targets a Chechen radical based in neighbouring Georgia, say, who appears immune from capture while apparently plotting an imminent strike on Russian targets.
Experts such as Mr Bellinger have warned Congress in public hearings that unless America sets clear, internationally accepted rules for its own drone strikes, it can hardly condemn Russian or Chinese aerial killings with any credibility. Such advice has been echoed, privately, by diplomats from some of America’s closest partners, who fret about the legal underpinnings of Barack Obama’s war on terror. A few phrases passed by Congress days after the September 11th 2001 attacks give the president broad war-making powers in the name of self-defence.
But such allies are worried not just about Mr Obama’s ability to stare down alarming, fast-rising powers such as China. The other reason why they want him to lead America back onto higher moral ground is that they fear for their own reputations, if they lend help to drone attacks. Even supportive governments face some hard choices about passing intelligence to America, when the ensuing drone strikes may leave spooks and spymasters facing public anger and even lawsuits.
On May 23rd Mr Obama moved to answer both hostile critics and anxious friends. In an hour-long speech, he announced tighter constraints on lethal American drone strikes. His aides hailed it as a pivotal moment, born of two years of inter-agency wrangling and reflection by the commander-in-chief.
The killings will go on
Mr Obama made it clear that drone strikes would continue. (And indeed on May 29th an American drone was said to have killed the deputy head of the Pakistani Taliban, see article.) But he also described new rules intended to bind both his government and successive presidents. Mr Obama argued that secret, precise drone strikes carry lower risks of civilian casualties and diplomatic fallout than attacks with conventional aircraft or special forces. However, because such missions trigger less public scrutiny than sending troops overseas, he said, they can “lead a president and his team to view drone strikes as a cure-all for terrorism”.
Much of his speech was intended for a domestic audience. The president spoke of winding down the boundless, militarised war on terror that he inherited. He envisioned using law enforcement, intelligence and foreign allies to contain threats not so different from the ones that America faced before September 11th 2001. Mr Obama aired the latest episode of his long argument with Congress over the mooted closure of the Guantánamo Bay prison camp in Cuba. He offered to move a few more detainees but ducked a hard question: what to do with those thought too dangerous to release, but who cannot be prosecuted for lack of admissible evidence. He offered one substantial piece of news: the Pentagon has been asked to designate a site on American soil for military commissions to try and sentence Guantánamo detainees.
In the long run, Mr Obama’s speech may be remembered for effects far from Washington. At its core lay (still classified) guidelines codifying standards for lethal drone strikes. In his description, America now only acts “against terrorists who pose a continuing and imminent threat to the American people, and when there are no other governments capable of effectively addressing the threat. And before any strike is taken, there must be near-certainty that no civilians will be killed or injured—the highest standard we can set.”
Officials added a further gloss in briefings. In a shift backed by such Obama aides as John Brennan, a former White House counter-terrorism chief recently appointed to run the CIA, the government would prefer to move away from CIA strikes (which are secret and deniable) towards drone attacks controlled by the armed forces (which would be more transparent). In addition to oversight by Congress, Mr Obama suggested new controls: perhaps a special court with powers to authorise killings, or an independent overseer within the executive branch.
Mr Obama left himself wriggle-room, for example over how an imminent threat should be defined. Much damage has already been done to America’s diplomatic standing worldwide and to its image among Muslims. But if, by binding America unilaterally to higher standards, Mr Obama helps set norms for other countries as they acquire drones, that would be something. Such example-setting is a slow process, says Mr Bellinger, but “this is how customary international law is made”.
Mr Obama had several aims, says Benjamin Rhodes, a deputy national security adviser who wrote the president’s speech. Since the war on terror has lasted for so long and shows no sign of ending, it was time to “bring in” the American public by explaining the rules for drones, he says. The swift spread of technology also provided a spur. Other countries will soon have killer drones. Only if America can describe the international legal framework for its own strikes with “specificity” will it be able to shape the new laws of war.
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Nuclear power
Fracked off
Thanks to cheap natural gas, America’s nuclear renaissance is on hold
 Jun 1st 2013  | BURKE COUNTY, GEORGIA  |From the print edition

IT IS the sort of thing you would expect to see in China, not in the pine forests of rural Georgia. On the banks of the sluggish Savannah river towers one of the world’s biggest cranes. It is helping build two nuclear reactors, to add to the two already up and running at the Vogtle power plant. It testifies to the mammoth efforts that have been made in recent years to revive America’s nuclear industry—and to the disappointing results.
The half-built reactors at Vogtle are the first new ones to be approved in America since 1979, when a radioactive leak from Three Mile Island, a nuclear plant in Pennsylvania, ruined the industry’s already troubled reputation. A consortium of local utilities is paying for the plant; Westinghouse, a subsidiary of Toshiba, a Japanese conglomerate, designed the reactors and is helping build them. It is one of the biggest infrastructure projects in the country, according to Southern Company, a utility which owns 46% of the new plant.
Deep foundations have been dug. The massive steel-and-concrete bowl in which the nuclear parts will sit is almost finished. Prefabricated bits of the “containment vessel”—more steel—are ready to be lowered into place by the gargantuan crane. To one side, shrink-wrapped in blue plastic, sits the reactor itself, an innocuous-looking package the size of a small lorry, which could power 250,000 homes. Car parks worthy of an airport will cater to 5,000 or so construction workers. All this is impressive, but Vogtle and two more reactors being built across the river in South Carolina are the last vestiges of what was heralded, four or five years ago, as America’s “nuclear renaissance”.
Renaissance postponed
The Nuclear Regulatory Commission (NRC) has received applications for 24 more reactors, to add to the 104 already running (see table). But none is likely to be built soon. Some are backed by consortia that have fallen apart; others have been withdrawn. In early May, for example, Duke Energy, another utility, told the NRC, which must approve new plants, that it was calling off two of the six reactors it had planned. Far from building new reactors, utilities are closing existing ones. Also in May, Dominion power shut a nuclear plant in Wisconsin that was licensed for another 20 years, “based purely on economics”.


The culprit is the price of natural gas, which fell from over $13 per million British thermal units in 2008, when many of the applications to build new nuclear plants were lodged, to just $2 last year. Although it has since recovered to over $4, America’s huge reserves of shale gas should stop it from rising much for years to come. That makes some old nuclear plants costlier to run than gas-fired ones. Factoring in the massive expense of building new reactors—the pair at Vogtle will cost around $15 billion—makes nuclear power even less competitive. David Crane, the boss of NRG Energy, which scrapped plans to build two reactors in Texas in 2011 after sinking $331m into the project, estimates that new gas-fired generation costs $0.04 per kilowatt-hour, against at least $0.10 for nuclear.
It was not supposed to be this way. In 2005 Congress approved subsidies to bolster the nuclear industry and encourage the construction of new plants. It extended a law limiting owner liability in case of accidents and, for the first few new reactors, offered $18 billion in loan guarantees, $2 billion in indemnification against cost overruns and $1 billion in tax breaks. The NRC streamlined its licensing procedures, hoping to avoid the years of delays that inflated costs for earlier nuclear plants. (Southern ended up paying $8.7 billion for the existing reactors at Vogtle, a far cry from the $660m originally projected.)
None of this has worked as advertised. Because the subsidies are short-lived, the NRC has been swamped with applications, which it has processed more slowly than it had hoped. It has quarrelled with the Vogtle consortium over the design, causing unexpected costs and delays. The plant is now perhaps 18 months behind schedule and $737m over budget. That does not include a further $900m that is the subject of legal dispute, plus the extra financing costs that will come with these overruns. Meanwhile, the consortium is struggling to agree on the terms of loan guarantees with the Department of Energy and says it may not take them up at all.
Southern shrugs. Over a 40- or 60-year lifespan, it says, the plant is the best option for customers. They will be insulated from the gyrations of the natural-gas price, immune from new rules to curb fossil fuels and spared the intermittency of solar and wind power. The firm can already borrow cheaply, thanks to its heft and regulations that allow it to charge captive customers for all “reasonable” expenses, plus a fixed profit margin. Georgia passed a law in 2009 allowing it to recoup some costs from customers during construction, before the new reactors toast a single Pop-Tart.
Few states have such generous rules and they are controversial. Florida recently modified a similar law, under which some companies are earning regulated profits on nuclear plants they have not even begun to build. The projected cost of one of these plants has risen to almost $25 billion.
Then there is the question of what to do with spent nuclear fuel. Barack Obama’s energy department scrapped a plan to bury the stuff in Nevada. (After careful study, it realised that the Senate majority leader is from that state.) It has not proposed an alternative. The nuclear accident in Japan in 2011 has made investors more nervous about nuclear power. Politicians have done little to address such fears, but continue to insist that America needs an “all-of-the-above” energy policy.

This article was downloaded by calibre from http://www.economist.com/news/united-states/21578690-thanks-cheap-natural-gas-americas-nuclear-renaissance-hold-fracked/print
 
 
 | Section Menu | Main Menu | 





| Next | Section Menu | Main Menu | Previous | 

Urban revivals
On the waterfront
A once-dilapidated bit of South Boston becomes a hive of innovation
 Jun 1st 2013  | BOSTON  |From the print edition

“WHEN I was a kid in the 70s, this stunk,” says Jim Rooney of the Boston Convention Centre, talking about South Boston’s waterfront, where his huge centre stands. “Rotten eggy smell, things floating around, couldn’t see through it. Nasty water.” Furthermore, the area—1,000 acres of it, or 400 hectares—was cut off from the rest of the city by an elevated highway. It had poor public transport and few roads. Once it boasted railway yards and docks where “Southies” (who lived nearby) worked as longshoremen. But many of the seafront jobs left long ago. The tracks were covered by a sea of asphalt. Warehouses lay empty and the place became an enormous car park.
Some could see potential. John Drew, a waterfront pioneer, built Boston’s Seaport World Trade Centre there, besides a clutch of fancy hotels. “It was like we were in Peru,” remembers Mr Drew, though it was a mere ten-minute walk from the Financial District. But the 15-year “Big Dig” (which, among much else, re-routed Interstate 93 at vast expense into a tunnel under the city centre) allowed Boston to reconnect with its waterfront. The harbour is no longer polluted; a $3.5 billion clean-up began in 1985. The Silver Line, which serves the airport, was extended that way, and main roads now connect the waterfront to both city and suburbs.
A federal courthouse moved there from the Financial District in 1999. Law firms followed. The brick warehouses on the west side became an artists’ colony. In 2010, as technology start-ups were being priced out of nearby Cambridge, Tom Menino, Boston’s mayor, renamed the waterfront the Innovation District and hoped that, with luck, “the next Google or next Microsoft” might spring up there. Vertex, a pharmaceutical company, has also been wooed away from Cambridge, and venture-capital firms, such as Battery Ventures, have abandoned Route 128 for South Boston’s delights.
Mr Menino recently toured the city’s Innovation Centre in Seaport Square, where start-ups can launch new products and collaborate. Deval Patrick, the governor of Massachusetts, is also involved in planning, and thinks that the Innovation District, with so much space, is ideal for tech start-ups to grow. He would say that, of course, but he is not obviously wrong.
MassChallenge, a nonprofit start-up which supports other start-ups, was personally courted by Mr Menino. He helped them find free space in a spanking-new building, with spectacular views of the harbour. Its founders have seen tremendous change. New buildings and restaurants are everywhere and more are in the works. “We see hordes of people walking over from the Financial District to hang out. Three years ago that was non-existent,” notes Akhil Nigam, a co-founder.
Mr Menino insists that a third of new construction is residential and that 12% of this is “innovation housing”—small units with shared kitchens and communal space. Skanska, a developer, intends to have two floors of these units in one of its new buildings. Another third of the Innovation District will be offices; the rest will be hotels and shops. Construction spending increased by 37% last year. By 2030 60,000 people will be employed in the area, and 15,000 new residents will live there, boosters say.
South Boston’s waterfront is once again a vital part of the city. “None of this is possible without long-term planning,” gushes Kairos Shen, who heads the mayor’s Redevelopment Authority. Officials come and go: Mr Menino will leave office at the end of this year and Mr Patrick next year. But many Bostonians predict that the Innovation District will keep growing.
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Boy Scouts
Gays welcome
 A knotty problem is resolved. Merit badges all round
 Jun 1st 2013  | WASHINGTON, DC |From the print edition

 Around the new campfire 
WHEN Robert Baden-Powell, the chief scout of the British empire, wrote the scout oath in 1908, he did not include a promise to be “morally straight”. This was added later to the American version. The editors should have known better—ambiguous phrases in sacred texts often bedevil Americans.
Until now, that vague reference was used to justify a ban on gay young men becoming scouts. The policy, though, seemed to stem not from the oath but from the Boy Scouts’ close association with religious groups, which sponsor about 70% of scout units. Many of these consider homosexuality a sin.
Now the growing public acceptance of homosexuality has left the Boy Scouts looking intolerant. During last year’s presidential campaign, both Barack Obama and Mitt Romney called for an end to the ban on gay scouts. Meanwhile, some corporate sponsors—Intel, Merck and UPS, among others—have withdrawn their support because of the ban.
So, after much debate, the Boy Scouts decided at their annual meeting in May to accept openly gay scouts, starting next year. Over 60% of scout leaders were in favour. Just as important, two of the largest sponsors of scouting—the Mormons and the United Methodists—indicated that they would not obstruct the new policy.
The decision has split the membership. But while the adults bicker, the kids carry on. Pascal Tessier, a gay 16-year-old scout from Kensington, Maryland, feared his scouting career would be cut short by the ban. Now he will be allowed to finish his work towards Eagle Scout, the highest rank in scouting. “Sexuality doesn’t have any place in scouting,” says Mr Tessier, “so why would they put it there?”
But critics claim the instigators are gay activists with their own “immoral” agenda. “Frankly, I can’t imagine a Southern Baptist pastor who would continue to allow his church to sponsor a Boy Scout troop under these new rules,” said Richard Land of the Southern Baptist Convention. Some parents have considered creating an alternative group.
Even before this latest controversy, the Boy Scouts had been struggling. At 2.7m, their numbers are roughly half what they were in 1972, the peak year. Child-abuse scandals and a failure to attract minorities have also tarnished their image. Meanwhile, the dispute over gays lingers on. Although openly gay scouts will soon be allowed to sit round the campfire, gay leaders are still forbidden. Once Mr Tessier turns 18, Eagle Scout or not, his scouting life will be over.
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Religion in public life
Reading Dawkins in a cabin
Atheists complain about free Bibles in the wilderness
 Jun 1st 2013  | ATLANTA  |From the print edition

YOU’LL find one in almost any hotel room in America, usually in a nightstand drawer: a Bible, donated by the Gideons, an evangelical group that puts free Bibles in hotels, hospitals, prisons and other places where they might “reach the lost”. Ed Buckner found one in his cottage at Amicalola Falls State Park and Lodge, a Georgia state park. Then he found another. And another, and another. The final tally was nine, enough for all but the largest families.
Many Georgians would have appreciated the reading material, but Mr Buckner did not. He is a former president of American Atheists (AA). His complaint about the “constitutionally improper” literature in his cabin reached the officials who oversee Georgia’s state parks, who ordered them removed. Shortly thereafter Nathan Deal, the governor, overruled them. The Bibles were donated, not bought by the state, he noted, adding that “a Bible in a bedside table drawer” does not constitute “a state establishment of religion”.
Besides, said Mr Deal, “any group is free to donate literature.” AA took him at his word. It has offered books by polemical atheists such as Christopher Hitchens and Richard Dawkins, as well as Madalyn Murray O’Hair, AA’s founder, and Ibn Warraq, a critic of Islam, to be placed in Georgia state-park cottages.
Americans have long fought over what the first amendment’s promise, “Congress shall make no law respecting an establishment of religion”, means in practice. At least two establishment-clause cases are pending before the Supreme Court. Elmbrook School District v Doe asks whether the first amendment bars a state school from holding public functions in a church building for purely secular reasons. (For example if it is cheap, nearby, roomy and equipped with a wheelchair ramp.) The court has yet to accept or reject that case.
It has agreed to hear Town of Greece v Galloway, which concerns the prayers with which a town board in upstate New York opens its meetings, next autumn. Legislative prayer itself is not unconstitutional: the House and Senate both have Christian chaplains, paid from public funds, and in 1983 the court held that such prayers are “part of the fabric of our society”. But a lower court held that because the prayers in Greece were entirely Christian and received with great enthusiasm by town-board members, they “associated the town with the Christian religion”, in violation of the first amendment.
Establishment-clause jurisprudence is as easy to understand as the Book of Revelation. In 1989 the Supreme Court held that a Nativity scene on public property violated the first amendment but a Christmas tree and menorah did not. In 2005 it ruled that framed copies of the Ten Commandments in courthouses and public schools in Kentucky were unconstitutional but that a giant granite monument of the Ten Commandments outside the Texas capitol was just fine. Go figure.
In Georgia, meanwhile, atheists await guidance from the governor on how to get their tracts into cabins. Holidaymakers hoping to curl up with a free copy of “The God Delusion” may be disappointed, however. Mr Deal said he would accept such books but quipped to a reporter from the Atlanta Journal-Constitution that he “cannot guarantee [their] safety”.
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Health and safety
The menace of moo-shine
Saving America from raw milk
 Jun 1st 2013  |From the print edition

 Horned and dangerous 
DAIRY is a way of life in Wisconsin. Milk is the official state beverage. Locals proudly refer to themselves as “cheeseheads”. Hats in the shape of slices of Swiss are popular. A heart-stopping treat called “fried curds” is a staple bar snack. Local licence-plates read “America’s Dairyland”. All of which perhaps explains why the state authorities took the conduct of Vernon Hershberger so seriously.
Mr Hershberger runs a traditional dairy with 40 cows. State law prohibits selling milk to the public without pasteurising it first. But Mr Hershberger tried to get around this stricture by setting up a “club” which provided raw milk (also known as “moo-shine”) to its members—until state food inspectors raided his farm, destroyed the milk they found and put him on trial.
Members of the ARMi (Alliance for Raw Milk internationale) and other “food freedom” activists flocked to the courthouse, brandishing placards declaring, “My milk My body My choice” and “Land of the free? Tell my cow”, among other slogans. They likened Mr Hershberger to Rosa Parks, a celebrated civil-rights activist, and demanded the freedom to eat (and drink) whatever they like. The jury was sympathetic: on May 25th Mr Hershberger was acquitted of operating without the proper licences, although he was found guilty of moving food the authorities had ordered him to keep as evidence after the raid.
Mr Hershberger is not the only crusader for raw milk, and the Wisconsin Department of Agriculture not the movement’s only foe. The federal government prohibits moving the stuff across state lines, although it has no power to regulate it within state boundaries. The Food and Drug Administration’s website explains that unpasteurised dairy products are more likely to make those who consume them sick than pasteurised ones. It adds that moo-shine’s purported health benefits are unsubstantiated.
Raw-milk activists are not cowed. Their kind of milk is much tastier than the processed muck, they say. In some of the 20 states that ban its sale, they operate “herdshares”. A farmer sells stakes (not steaks) in cows that he tends. He then gives raw milk to shareholders, and charges a maintenance fee. If not the land of the free, America is certainly the land of the ingenious lawyer.
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Agriculture
At the trough
An awful farm bill faces opposition
 Jun 1st 2013  | CHICAGO |From the print edition

 We plough the fields and scatter 
BRUCE SPRINGSTEEN once sang about “going on the town now looking for easy money”. As easy money goes, it is hard to beat farm subsidies. Handouts for American farmers were a tasty $256 billion between 1995 and 2012. The fattest subsidies went to the richest farmers. According to a study by Tom Coburn, a fiscally conservative senator, these have included Mr Springsteen himself, who leases land to an organic farmer. And Jon Bon Jovi, another rocker, paid property taxes of only $100 on an estate where he raises bees. Taxpayers will be glad to know he is no longer “livin’ on a prayer”.
Every five years, Congress mulls a new farm bill. To confuse matters and gin up more votes, the bills typically address two entirely separate problems: the plight of the poor (to whom the federal government gives food stamps) and the unpredictability of farming (which the government seeks to alleviate). Politicians from rural states, which are grotesquely over-represented in the Senate, back farm bills for obvious reasons. Many urban politicians back them, too, not least because some of their constituents depend on food stamps. This time, unusually, the farm bill faces a fight.
It will cost around $950 billion over a decade, says the non-partisan Congressional Budget Office (CBO). That’s plenty of potatoes to squabble over. Republicans complain that claiming food stamps has become too easy under President Barack Obama—the number of claimants has risen from 26.3m in 2007 to 47.6m today. They want to trim the programme from $760 billion to around $740 billion over ten years. Democrats retort that the rolls have swollen because the economy is in the doldrums. They insist that food stamps are a vital safety net for the poor and do not want them cut.
Oink, oink
Handouts to farmers may also be vulnerable. Proponents of the new bill (of which there are two draft versions) boast that it ends “direct payments” to farmers. These are the subsidies paid to producers of wheat, corn, cotton, rice, peanuts, etc, regardless of whether they actually grow these crops—or even plant them. Other plums, such as “counter-cyclical payments” (extra handouts when prices are low) are also to be eliminated.
That may sound like a ray of sunshine for taxpayers, but there are clouds looming. Vincent Smith, a professor of farm economics at Montana State University, says the new bill offers a “bait and switch”. Direct payments are the bait, he explains, but they have been replaced by an expanded programme of subsidised crop insurance. The CBO calculates that more than two-thirds of the $50 billion saved by cutting direct payments would be used to boost other farm programmes, such as crop insurance and disaster relief. If crop prices fall, insurance payouts will explode. And crop prices are near historic highs right now.


Federal crop insurance is not new; it began in the 1930s. But its cost has already risen from $2 billion in 2001 to $7 billion last year (see chart). It is expensive because taxpayers pay two-thirds of each farmer’s premiums, and most of the claims. During last year’s drought, crop-insurance payouts were a bountiful $17 billion. Uncle Sam shouldered three-quarters of that.
Insurance already costs more than direct payments, and there is no limit to how much of it farmers may receive. The bigger the farm, the bigger the trough. (If taxpayers need insurance against misfortune, they must pay for it themselves, of course.)
Subsidised crop insurance is also bad for the environment. Craig Cox of EWG, a green pressure group, worries that it spurs farmers to take greater environmental risks, for example by farming on flood plains or steep hills. He fears that a “pumped-up” version will create even more perverse incentives.
On May 23rd an amendment sponsored by Mr Coburn, a Republican, and Richard Durbin, a Democrat, passed through the Senate. It reduces by 15% the subsidies for crop-insurance premiums if a farmer makes profits of more than $750,000 a year. Some farms currently receive more than $1m a year in subsidy. Mr Durbin says the amendment will save more than $1.1 billion over ten years—a whopping 1/875th of the total bill.
The sugar lobby fought off an attempt to remove Depression-era supports that keep sugar much more expensive in America than in the rest of the world. The industry’s sweetheart was Al Franken, a Democrat from Minnesota and the author of a book called “Lies and the Lying Liars who Tell Them”. He argued that cheap sugar would destroy American jobs. Such as those of Minnesota’s many sugar-beet growers.
The bill may face pitchforks in the House of Representatives. John Boehner, the Speaker, fumes that it takes “Soviet-style” dairy supports and makes them worse. A new scheme seeks to protect the margins of milk producers, who are grumbling that the cost of cattle feed has risen. Randy Schnepf of the Congressional Research Service wonders whether this might be because the government also encourages Americans to turn corn into ethanol and burn it in their cars.
Mr Boehner’s spokesman says the Speaker would like an open debate on the floor of the House. He expects lawmakers to tussle over crop insurance, dairy supports, food stamps and the food aid that America sends overseas.
This last point is important. Congress has traditionally decreed that such aid should be shipped from America, which costs more and ruins farmers in the poor countries that the policy is supposed to help. Mr Obama has urged lawmakers to allow food aid to be bought locally, thus saving more lives. One way of doing this would be via the farm bill, but neither draft allows it.
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Lexington
George Washington, politician
The virtues of the pragmatic founding father are much missed nowadays
 Jun 1st 2013  |From the print edition



A SPECIAL rogues’ gallery at Mount Vernon, George Washington’s Virginia estate, displays portraits of three revolutionary leaders who went astray. Julius Caesar, Oliver Cromwell and Napoleon are portrayed as heroes with clay feet who toppled tyrannies only to grab absolute power for themselves. Washington was different, it is asserted. In guides’ commentaries and schoolboy-friendly action films (featuring artificial snow flurries and seats that throb with cannon fire) Mount Vernon rams home the message that America’s revolutionary commander-in-chief and first president had a genius for well-timed exits. A display depicts him resigning his military commission after biffing the British. The chair in which he decided to retire as president is pointed out as a national treasure. Washington’s supreme virtue, it is suggested—greater even than martial derring-do—was knowing when to leave, ensuring his country’s future as a civilian republic.
There is something to this: throughout his career, self-abnegation was Washington’s shtick. Tall, dashing and posher than most revolutionary leaders, he maintained a pose of “Who, me?” astonishment when called to big jobs, loudly yearning for retirement beneath the “vine and fig tree” at his Virginia estates.
But the conventional view of Washington omits something crucial: he was a politician, too. Though they put his face on the dollar and his bust on countless pedestals, Americans seem to have forgotten this fact. The mythology of the first president obscures the lessons he might teach to the current inhabitants of the city that bears his name.
This is a shame. In today’s politics, 1776 feels about five minutes ago. It is not just that at conservative rallies, chaps in tricorn hats and knee breeches are a staple. Republican speeches ring with warnings from Madison about the need to bind government power, as long as men are not ruled by angels. Jefferson, as a shrink-the-government radical, is a hero of the libertarian right. Mitt Romney’s 2012 running-mate, Paul Ryan, built his campaign on Jeffersonian talk of American rights coming from God and nature, not government. Over on the left, civil-liberties types cherish Jefferson too, citing his hatred of censorship and hostility to state-sponsored religion. Washington is seldom cited.
Yet he had views that still resonate, and set precedents that can be felt to this day. Like other military chiefs who enter politics, he was a national-security hawk with a wariness of war. He favoured neutrality over permanent alliances and foreign entanglements. He was a fiscal conservative, urging his country to spend and borrow sparingly rather than burden future generations. But unlike today’s tea-partiers, he did not despise taxation; he called it unpleasant but vital. As president he dispatched 13,000 militiamen to suppress an anti-tax uprising by whiskey-making farmers (putting modern grumbles about bullying by the IRS into perspective).
He had his vanities and hypocrisies. An irregular churchgoer, he urged religion on others as a prop for morality. Over slavery, the great evil of his day, he trimmed and hedged. As a gentleman farmer, he arranged for his slaves to be freed, but only after his death and that of his widow. As a politician fearing for national unity, he was willing to see abolition postponed for another day.
Long before Barack Obama appealed for Americans to resist division into blue and red states, Washington expressed a horror of party politics. Rather like Mr Obama, the first president’s pious neutrality was a bit of a sham. He governed an America divided between champions of individual liberty and states’ rights, and those favouring a more collective approach. Washington sided with order and federal authority, urging citizens—in effect—to see the government as “us”, rather than a distant, tyrannical “them”. If transposed to modern politics, it is easy to imagine Washington as a patrician Republican, representing Virginia in the Senate and facing a primary challenge from the tea party.
Keepers of the flame at Mount Vernon have a plan for restoring Washington-the-politician to view. Near his colonnaded mansion they are building him what they call a “presidential library”, in a nod to the 13 presidential libraries that serve as archives, think-tanks and shrines to America’s recent ex-chiefs, in a tradition begun by Franklin Roosevelt. Opening in September, it will technically be a “National Library”, reflecting Mount Vernon’s status as a private museum not funded by government.
But its creators talk of promoting their hero “aggressively”. Scholars are to be offered unprecedented access to Washington’s papers and a writers’ retreat on the grounds. Public interest is being wooed with Washington’s annotated copy of the constitution and early acts of Congress, currently on a tour of the modern presidential libraries: a tour also intended to forge bonds between Mount Vernon and that library network.
Rescuing Washington from his pedestal
Just 15 miles down the Potomac river from the Capitol, the estate is a fine place for bipartisan reflection, says Mount Vernon’s president, Curt Viebranz. In an early experiment a gang of eight senators—four Republicans and four Democrats—headed to Mount Vernon in October 2012 to chew over a deficit-reduction plan acceptable to both parties, alas without result. Further such political meetings and retreats are planned.
Washington predicted that partisans would try to set Americans against each other, allowing an “enterprising minority” to hijack the delegated will of the nation. Yet Americans share fundamental manners, habits and political principles, he said in his farewell address as president. There was a whiff of paternalism to the old soldier’s views. But that larger point is still true. Americans are often more united than politicians pretend. A dose of the first president’s sense might do Washington, DC much good.
Economist.com/blogs/lexington
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Colombia and the FARC
Digging in for peace
A deal on land marks a welcome breakthrough in peace talks. But there is still much to do, and not much time to do it in
 Jun 1st 2013  | BOGOTÁ  |From the print edition



VIOTÁ, a small town in a broad tropical valley two hours’ drive from Bogotá, was once known as a place where Communist peasants and Conservative landowners coexisted unusually peacefully, dividing up coffee haciendas into smaller plots. All changed in the 1990s, when the FARC guerrillas turned up. They killed the mayor and ten councillors, extorted payments from local businesses and used the surrounding villages to hold kidnap victims seized in the capital. Then the army arrived and, in its wake, right-wing paramilitaries imposed a counter-terror in which villagers were murdered or disappeared.
To outward appearances, Viotá has regained its past tranquillity. On a Sunday morning, about 150 people pack the town’s imposing white and ochre church, summoned to mass by the tolling of a tuneless bell. Across the square stands a modern police station, free of the sandbagged emplacements that were once standard. Óscar Hernán Quiroga, the Liberal mayor, points out that he won office in a competitive election in 2011, with a high turnout and without armed intimidation. But turning the page on Viotá’s recent violence is hard. “We need to start again, rebuild the social fabric and stop hating each other,” says Mr Quiroga. The town also needs to rebuild its plundered finances and improve its road links to attract investors, in agriculture and tourism, for example.
What goes for Viotá applies to much of rural Colombia. Thanks to a military build-up under Álvaro Uribe, the president in 2002-10, and his successor (and former defence minister), Juan Manuel Santos, the guerrillas of the FARC, and the right-wing paramilitary militias who opposed them, have been much reduced. In 2000 more than half of Colombia’s 1,100 municipalities suffered terrorist actions and/or the presence of illegal armed groups, according to Juan Carlos Pinzón, the defence minister. In 2012 only 11% of municipalities were affected.
According to intelligence estimates, the FARC’s total strength, including lightly armed support militias, has fallen from some 40,000 in 2000 to fewer than 18,000 today. The ELN, a second guerrilla group, has about 4,400 members, all told. About 6,000 former paramilitaries, most of whom demobilised under Mr Uribe, have joined criminal bands (known as Bacrim), which control small patches of Colombia’s vast territory but which mainly engage in drug-trafficking and extortion.
What this means is that “the majority of Colombians are living in a post-conflict situation”, Mr Pinzón says. But more than 5m are still under the sway of the FARC or the Bacrim. Millions more have been forced to leave their homes, refugees in their own country. And in many rural areas, such as Viotá, cementing a return to normality requires a lasting peace.
The FARC are far from defeated: there were more than two “terrorist acts” a day last year, including 266 attacks on infrastructure. But they have been gravely weakened: under Mr Santos, 32 of their commanders have been killed and seven captured. That explains why their surviving leaders are at last prepared to negotiate an end to their 50-year armed campaign.
After initially secret talks in Havana lasting seven months, the government and the FARC agreed on a five-point agenda. But formal negotiations begun in October have gone slowly. According to those who have dealt with them, the FARC are introverted, Stalinist and dogmatic, with little knowledge of the outside world (beyond Hugo Chávez’s Venezuela, where several of their leaders took refuge). The government has refused a ceasefire because it wants the FARC to demobilise, rather than to use the talks as a breathing space, as in the past. And it will agree to nothing until there is an accord on all five points.
Once in a generation
The talks are marked by “discretion, realism and seriousness”, says President Santos. But continuing violence, delays and lack of information have prompted much criticism of the peace process, especially from Mr Uribe. “I have to swallow toads,” says Mr Santos, using a Spanish expression. “It’s much easier and more popular to make war than to make peace.”
But the potential reward from a peace deal is enormous. Apart from the lives saved, economists reckon that peace could add up to 1.5 percentage points to annual economic growth. And it would allow the huge welfare gap between urban and rural Colombia to be bridged. The talks offer the country a “once-in-a-generation” opportunity, according to Sergio Jaramillo, one of the government negotiators.
So the announcement on May 26th that the two sides had reached an agreement on rural development, the first of the agenda points, was a relief for the government. The joint communiqué added that work has begun on the other points—which include the FARC’s participation in politics, its demobilisation and judicial treatment, and reparation for the victims—and that “we hope that going forward we will advance with greater speed.”
Mr Santos says he wants an agreement this year, ahead of elections in 2014. But the FARC “have their own rhythm, they’re not worried about elections”, says Carlos Lozano of Patriotic March, a small new left-wing party that includes FARC sympathisers. Part of the negotiators’ job is thus to persuade the FARC that it is in their own interests to reach a deal this year, so that what is agreed will form a big part of the next government’s agenda. Mr Uribe and his allies are preparing to campaign for Congress on a platform of opposition to the talks. “If they haven’t reached an agreement by the election, there is a risk that they would lose everything,” says Antonio Navarro Wolff, a former minister who was once a leader of another guerrilla group.
Officials say that consolidating peace in the countryside will involve not just loans and technical help for small farmers, as the communiqué suggests, but a ten-year effort to bring government, roads and development to the countryside. “We will need an across-the-board state presence in the former FARC areas, otherwise another armed group comes in,” says Mr Navarro. “That’s been the story of the past 25 years.”
Crucial to the deal will be restoring up to 6.6m hectares (17m acres) of land to its original owners, who were intimidated or tricked into ceding it to armed groups (including the FARC themselves). In 2011 Congress approved a sweeping law to restore land and repair the damage suffered by victims of the conflict. Some 170,000 victims have already received financial compensation or their land back. Despite government efforts to protect them, at least three leaders of the land-restitution movement have been killed.
Hard though reaching a deal will be, implementing it will be harder still. Mr Santos is rolling out an ambitious plan to modernise Colombia, with reforms of everything from the tax system to social programmes. But his government is less good at getting things done on the ground. A plan to attract $20 billion in private investment into desperately needed new roads is only likely to begin next year, though Mr Santos talked of it since the start of his presidency. In the end, pacifying Colombia will depend as much on good administration as firm negotiation.
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Football in Brazil
Into extra time
A fraught run-up to the dress rehearsal for next year’s World Cup
 Jun 1st 2013  | BRASÍLIA  |From the print edition

 Just about ready for the action 
BRAZIL has built some of the world’s “best and most modern stadiums” for next year’s football World Cup, boasted the president, Dilma Rousseff, in her weekly radio broadcast on May 27th. That is true. But at almost the same moment a section of the roof of one of them, in Salvador in the north-east, collapsed because of heavy rains. The mishap was minor compared with the scale of the construction works: seven stadiums are being built from scratch and five more being refurbished. But it illustrated how a late start and slipping deadlines have turned the country’s preparations for the tournament into a fraught, costly race against the clock.
Brazil was chosen as host in 2007. But it took so long to select venues, arrange funding and start building that only two of the six stadiums for this month’s Confederations Cup, a warm-up tournament, were finished last December as planned. Brasília’s new stadium (pictured above), the venue for the first match, only opened on May 18th, while Rio de Janeiro’s rebuilt Maracanã will manage just one test game before the tournament starts.
Successive missed deadlines have strained relations with FIFA, world football’s governing body. Last year Jerome Valcke, FIFA’s secretary-general, said Brazil needed to “give itself a kick up the backside”; the resulting row took months to patch up. On May 14th he returned to the fray. No extensions would be granted for the six stadiums still being built, he warned. Work on São Paulo’s Itaquerão, due to host the opening game, only started in mid-2011. Unless the pace picks up, it could be dropped from the list before tickets go on sale on August 1st, said Mr Valcke. FIFA should “feel free” to look elsewhere, retorted Corinthians, the club building it. The 20,000 temporary seats needed during the World Cup will be added only next year, whether that suits FIFA or not.
There is some good news: strong advance sales mean this will probably be the best-attended Confederations Cup yet. Almost all the tickets have been bought by locals, meaning the country has a year before its overcrowded, tatty airports must handle hordes of foreign fans. Contracts to revamp three airports were auctioned last year; two more are scheduled for September. But there is time now only for the quickest of fixes.
The budget for the 12 stadiums now stands at 7 billion reais ($3.3 billion), three times the total spent by South Africa for the 2010 World Cup. Most of that is public money, despite a government pledge in 2007 that the private sector would pay for stadiums. Public funds were supposed to be used for transport and urban-renewal projects. But in the race to finish the venues, these have been delayed or dropped. Rail lines to São Paulo’s two main airports will now only be completed after the tournament. And some of the pricey new venues will get little future use. Brasília’s new stadium cost over 1 billion reais, but the city has only fourth-rate football teams which draw few spectators. At the official opening the sports minister, Aldo Rebelo, enthused that Brazil’s “New Rome” now had its Colosseum. It may see much less sport than the original.
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Demography in Latin America
Autumn of the patriarchs
Traditional demographic patterns are changing astonishingly fast
 Jun 1st 2013  | SÃO PAULO  |From the print edition



ANA CAROLINA BELCHIOR’S grandmother never worked outside her home. With six children to look after, she hardly had the time. Ms Belchior’s mother was a teacher in São Paulo, like her daughter, but her life’s ambition was to have a family. She married at 22, and bore the first of her four children immediately. “I did think about starting a family when I was just 21 or 22,” says Ana Carolina, “but it was a dream, not a concrete plan…the main thing was I wanted a career.”
Now 30 and married for two years, she, like most of her friends, is still “scheduling” her first child. “My grandmother did everything for her husband…[my mother] survived and accepted many things. But it’s much easier nowadays for women of my age and educational profile [she has a master’s degree] to insist on proper behaviour from men. We don’t have to accept machismo and sexism.”
Ms Belchior’s family traces the demographic history of a continent. According to new research (see sources below) by Albert Esteve and others at the Universitat Autònoma de Barcelona, Latin America is racing down a path from early marriage and large, traditional families to late marriage and postponed child-bearing. This transition took rich countries 50 years, with changes occurring in sequence. In Latin America the changes have happened in half that time and all at once, resulting in faster, less predictable social change.
When countries start to develop, their population patterns shift in two ways. First, they move from high birth rates and early mortality to low birth rates and longer life expectancies. During this process, the population at first grows rapidly, and then more slowly. The main indicator of the slowdown is a fall in fertility. Latin America is well advanced along this first demographic shift.
Brazil’s fertility rate is now 1.8 children per woman. Chile’s is the same (see article). This is below the replacement rate of fertility (2.1, which stabilises the population in the long run). It is also lower than in the United States, where the rate is 1.9. Latin America and the Caribbean saw its fertility rate fall from almost 6.0 in 1960 to 2.2 five decades later. In the United States and Europe that fall took twice as long.
Now the continent is starting on a second shift. As families get smaller, other changes begin, including divorce, delayed marriage, cohabitation and mothers having children when they are older. In Europe and America this second set of changes got under way once the fertility decline had mostly run its course. In Latin America, in contrast, cohabitation and later births are booming while fertility rates are still falling. This is accelerating the fertility fall; it may also lock it in at a lower level.
Cohabitation has long been common in the Caribbean basin, partly because of the legacy of African slavery. Elsewhere cohabitation was rarer. In 1970 less than 10% of Brazilian and Uruguayan women aged 25 to 29 who were in a partnership said they were cohabiting. By 2010, half of late-20s Brazilian women were cohabiting, while the proportion in Uruguay was 71%. Most countries are heading for cohabitation rates of two-thirds and above—more than in Asia and much of Europe.
The change has been led by women with less education and is happening despite the spread of female literacy. In Brazil and Costa Rica, cohabitation rates are over 50% for women with only primary education but below 30% among university graduates. Cohabitation begins by establishing itself among the least-well educated, then spreads to those with more schooling: a bottom-up diffusion. In contrast, the delay in child-bearing begins with university graduates and spreads down. Between 1970 and 2000, around 30% of Brazilian women aged 25 to 29 were childless; by 2010 the proportion had risen to 40%. In Peru childlessness among women of that age group rose from 26% in 1993 to 33% in 2007.
In almost all Latin American countries, childlessness among young graduates is twice what it is among women with only secondary education, a common pattern in East Asia and Europe, too. The more education a woman has, the more likely she is to postpone having a child. But where fertility rates have fallen furthest and cohabitation has risen fastest—Brazil, Chile, Peru and Uruguay—the postponement of child-bearing is spreading to women with secondary education, as well.
Europe, North America and East Asia all experienced fertility declines before the second round of population changes (cohabitation and delayed births). This meant they reaped their so-called “demographic dividend” first (this is the economic boost that comes when the size of the labour force rises relative to the rest of the population). That helped them create richer societies with more extensive social services before the costs of ageing kicked in. Latin America is different: it is cashing in its demographic dividend now, but is still struggling to create good education systems and establish universal welfare. Trying to do everything at once is harder. Without good schools, the bulge of people entering the workforce will not have the skills they need. Without universal social insurance, countries will struggle to look after the rising number of pensioners who will start to appear in a few years’ time.
Sources
"The 'Second Demographic Transition' features in Latin America: the 2010 Update", Centre d’Estudis Demografics
"The Latin American Cohabitation Boom", Population and Development Review, March 2012
"The Family Context of Cohabitation and Single Motherhood in Latin America", Population and Development Review, December 2012
"Disentangling how educational expansion did not increase women’s age at union formation in Latin America from 1970 to 2000", Demographic Research, January 2013
All by Albert Esteve, Ron Lesthaeghe and co-authors: Joan García-Román, Antonio López-Guy, Luis Ángel López-Ruiz and Jeroen Spijker.
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Demography in Chile
Child bribe
 An attempt to raise the birth rate
 Jun 1st 2013  | SANTIAGO |From the print edition

BACK in 1990, Chile’s fertility rate was 2.6 children per woman. By 2011, according to the World Bank, that figure had dropped to 1.8, matching Brazil as the lowest in South America. Faced with dwindling fertility, Chile’s president, Sebastián Piñera, has implored his compatriots to have more kids. Last month he offered them money to do so.
The president will send a bill to Congress to reward mothers with a payment of $200 for giving birth to a third child. A fourth child will merit an additional $300; any further children will net $400 a go. All mothers will be eligible, regardless of marital status or wealth.
The announcement prompted a good deal of ribaldry. Chilean men asked hopefully if they would be paid to father three children with different mothers. The payment was quickly dubbed “the Opus Dei bonus”, after an influential conservative Catholic sect. It was designed, its critics said, to reward wealthy, conservative families, renowned for their prodigious fecundity. Critics say there are more constructive ways to encourage women to have larger families, such as better child care.
But the announcement has at least put the issue in the public eye. What Chile faces today—an ageing population and a workforce increasingly unable to afford their parents’ pensions—is what the rest of the region will face tomorrow.
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India’s ungoverned spaces
Out of the trees
A murderous attack highlights neglect in India’s “outland”
 Jun 1st 2013  | JAGDALPUR  |From the print edition



POLITICAL posters for the Congress party lie strewn about the forest floor. Jeeps are riddled with bullets. Flies shimmer where a politician and his son were executed. Such is the scene, on a twisting hillside road, three days after Maoist insurgents ambushed a convoy of 17 cars carrying Indian politicians on May 25th. Most of the victims died during a 20-minute shoot-out. The attackers then dragged away a few prominent survivors and summarily executed them. In all, 28 were killed.
The Congress politicians were returning from a rally in Bastar, a remote, forested area of Chhattisgarh state rich in minerals, where tribal Adivasis, the aboriginal population of India, predominate. The visit was risky. Maoists deem the area to be a “liberated zone” and warn away politicians and others. Yet security protection for the convoy was paltry against what one army ranger estimates to have been at least 100 members of the People’s Liberation Guerrilla Army.
A former chief minister of Chhattisgarh, Ajit Jogi, calls the disaster a “gross, blatant neglect on the part of the state”. He blames the Bharatiya Janata Party, which runs the state government, saying it makes use of heavy police protection for itself but denies it to others.
Other attacks by the Maoist rebels, who are also called Naxalites, have been bloodier. In 2010 a forest battle in nearby Dantewada killed 76 paramilitary police. But this latest attack is the first deliberate strike on a group of civilian leaders. The dead included the state opposition leader, his son, and another prominent state politician, Mahendra Karma. An 83-year-old former cabinet minister somehow survived, despite being hit by three bullets.
On May 28th the Maoists blamed their victims. “Reactionary” and “fascist” leaders deserved to die for once supporting a hated vigilante force, the Salwa Judum, now disbanded. They especially trumpeted killing Mr Karma, a high-profile backer of that group. Armed by the state, from 2005 to 2008 Salwa Judum led a brutal campaign in Bastar. Over 60,000 tribal villagers were herded into miserable camps or chased over state borders.
A grim pattern has set in. The Adivasis, two-thirds of Bastar’s population, see little development, other than in a limited number of towns. They are harassed from both sides. Maoist fighters demand villagers’ help or accuse them of collaborating with state officials. In turn, police and vigilantes threaten or attack the unfortunate villagers for backing Maoists.
When active, the Salwa Judum detained, raped and killed tribal villagers. Deaths in faked “encounters”, when villagers’ bodies were displayed as supposed Maoist fighters, spread particular fury. The force disbanded on orders of the Supreme Court. By then its thuggishness had clearly increased sympathy for the Maoists. Yet cruelties persist. On May 17th eight people were killed in a Bastar village. Police say they mistook festival-goers for Maoists.


Similar problems exist elsewhere in the country. Activists talk of a dangerous gap between “inland” India—the urban, largely stable and increasingly prosperous part—and much of its rural “outland”, a neglected, poorer, lawless place. In truth no neat division exists. Yet often the weakest—tribals and other people from low castes, members of religious minorities and subsistence farmers—are caught between an incompetent or repressive state and ragtag, semi-criminal insurgents.
Last year Human Rights Watch, an advocacy group, reported on the plight of those caught up in violence in Jharkhand, Chhattisgarh and Odisha. It found growing official harassment of health workers, activists, academics, journalists and others who enter Maoist-affected areas. In turn, cynical Maoists block official anti-poverty efforts that could, they fear, undercut their own influence. The report noted the murder of a Jharkhand social activist, Niyamat Ansari, who had helped villagers sign up for a rural job-creation scheme.
The home ministry says 106 of India’s 629 districts are affected in one way or another by left-wing extremism. These include central forested areas where the Naxalites are most prevalent. Their attacks have been on the wane: the government counted 414 deaths related to Maoist violence last year, down from 1005 in 2010. Yet this week’s atrocity is a warning not to write the group off.
Beyond Naxalite country, in India’s far north-east, those who drive from Kohima, the capital of Nagaland, through forested hills and tribal villages, will find that evidence of a decades-old insurgency persists. Shopkeepers and other business people complain of intimidation, murder and extortion by insurgent groups who have evolved into gangs running criminal rackets. North-easterners lament that without a proper peace deal (negotiations in Nagaland have failed since a 1997 ceasefire), they are also at the mercy of soldiers. Villagers are harassed and sometimes raped. Yet soldiers, as elsewhere, enjoy the immunity of the Armed Forces Special Powers Act.
Bringing the outland in
Kashmir, with its peculiar history, also counts as the outland. Most locals do not support insurgent violence, yet they find themselves caught between the youths of militant Islamist groups and repressive army and paramilitary forces. Again, faked encounters—youngsters murdered, their bodies presented as slain terrorists—spread most anger. It offers fertile ground for militant recruiters.
In all three areas, fairer policing would do much to get local populations to trust state authorities. Limiting anger over the state would undercut the appeal of rebels with guns. The call by one newspaper in Chhattisgarh for a full “war”, including the use of vigilantes, looks wrong-headed.
Creating jobs and spreading welfare into villages could sharply undercut the appeal of Kashmiri, Naga or Maoist insurgents. In Kashmir the most hopeful sign of the past three years is a sustained, labour-intensive tourist boom. Yet in Bastar, locals express scorn at certain types of economic growth. A government-backed steel plant being built near Jagdalpur in Bastar district risks spreading pollution but not, locals claim, many jobs. Mr Jogi, a tribal Christian, wants Adivasis to have the autonomy to decide what sort of economic development they want.
In fact, as consumers, locals are already speaking out. A writer in Jagdalpur argues that Maoist appeal among the young wanes precisely where electricity, phones and television spread. In Nagaland the arrival of soap operas, Bollywood films and cricket all helps give a sense of belonging to a wider India. Seeing it, most people do not want to fight a revolutionary war. They want to emulate how the “inlanders” live—or they want to move to that more appealing India themselves.
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Dealing with Pakistan’s extremists
The hawk and the dove
The new prime minister and his army chief profess different approaches to dealing with the Pakistani Taliban
 Jun 1st 2013  | LAHORE  |From the print edition

 Did Wali-ur-Rehman want peace? 
WHO knows what Pakistan’s two most powerful men spent three hours talking about when the army chief travelled to Lahore to pay a visit to Nawaz Sharif, the country’s incoming prime minister? But if they discussed schemes for taking on the group known as Tehreek-e-Taliban Pakistan (TTP), they appear not to have agreed on how best to deal with the biggest threat to the country’s domestic security: militant Islamists hellbent on toppling the state.
Mr Sharif has long advocated a soft line. The TTP’s offer of talks with the government should, he said recently, be taken seriously. Why not “talk to the Taliban to make our country peaceful?” he asked. Later Mr Sharif’s officials asked an aged extremist, Sami ul Haq, the head of a madrassa near Peshawar, to act as an envoy.
It is unlikely that Ashfaq Parvez Kayani, the army chief, approves of any of this. Last year he declared that the whole country should join in a “war against extremism and terrorism”. After the general election on May 11th, he congratulated Pakistanis for voting in huge numbers, despite threats from an “insignificant and misguided” TTP.
Diplomats who know the general are convinced this is not just rhetoric. Despite decades of support the army has given to militant groups fighting for what it perceives to be the national interest in Afghanistan and Kashmir, Mr Kayani seems convinced that tough action is now required to bring the Pakistani Taliban to heel.
Last year the army began preparations for military operations in North Waziristan, the most troubled of Pakistan’s seven “tribal agencies” near the Afghan frontier, following the attempted murder by a TTP gunman of a girl, Malala Yousafzai, who openly defied a Taliban edict that school is only for boys. Yet the onslaught never came, perhaps because public revulsion over the crime soon faded.
Although some progress has been made in re-establishing the state’s writ in some agencies, North Waziristan remains lawless, a haven for jihadists from all over the world. The only opposition the militants face are overhead drones operated by America’s CIA. On May 28th one such reportedly killed a number of militants, including Wali-ur-Rehman, the TTP’s second-in-command. The Pakistani authorities once offered a bounty for his arrest or death, so it will be hard for them to criticise America’s drone policy now.
For all General Kayani’s tough talk, Mr Sharif is determined not to be bossed around by his army chief. He will handle the defence and foreign portfolios himself, two areas traditionally seen as the army’s preserve. Some observers believe Mr Sharif’s calls for peace talks are a way to buy time in order to concentrate on fixing a decrepit economy and the country’s dire electricity shortages. Just possibly, however, his overture to the Pakistani Taliban could be part of a cunning plan to lay the ground for a military response, once he has conclusively proved that seeking peace with the Pakistani Taliban is a fool’s errand.
More likely, says Hasan Askari Rizvi, a security analyst, Mr Sharif’s call for talks is a reflection of the country’s muddled thinking about the TTP. Despite its murderous campaigns around the country, the movement is widely regarded as an understandable reaction to the American-led war in Afghanistan. Many members of Mr Sharif’s own party, the Pakistan Muslim League (N), hold this view.
Ejaz Haider, a commentator, believes that formal negotiations would bestow huge prestige on the TTP, while proving the impossibility of giving the group what it wants, namely, an end to the Pakistani state in its current form. Overwhelming counterforce, sooner or later, may be the state’s only remaining option.
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Japan’s constitution
Back to the future
Shinzo Abe’s plan to rewrite Japan’s constitution is running into trouble
 Jun 1st 2013  | TOKYO |From the print edition

 Just don’t call them squaddies 
EVER since its founding in 1955, the Liberal Democratic Party (LDP) has wanted to write a constitution to replace the ultraliberal one which America drafted for the devastated country in a matter of days in 1946. Throwing off the framework imposed by the former occupiers is the life’s work of Shinzo Abe, the prime minister. Along with a hoped-for rebound in the economy, rewriting the constitution lies at the heart of his notions for a revived Japan.
Many Japanese who do not support Mr Abe’s right-wing views also favour revision, at least of article nine. This is what makes the constitution a pacifist one, for in it Japan renounces war as a sovereign right and even vows not to keep a standing army, air force or navy. Japan’s sense of itself as a pacifist nation remains extremely popular. But according to the constitution’s current interpretation, Japan may not even come to the aid of allies if they are attacked. Re-interpreting, rather than amending, the constitution would legitimise collective self-defence. Still, for many Japanese it rankles that Japan’s “self-defence forces”, formed in 1954 and among the world’s most sophisticated armed forces, cannot call themselves a standing army. There is broad support for changing the constitution, which has never been amended, so that they can. It is a matter of national pride as much as anything else.
Even this slight shift away from Japan’s pacifist creed would be controversial. Yet Mr Abe and his party aim to go much further than that. Last year the LDP published a draft constitution that seemed to turn the clock back to a more traditional, even controlled society. Gen Nakatani, head of the LDP’s task force for amending the constitution, complains that in contemporary Japan it “is all about praising freedom and rights”. In society, he says, “there need to be obligations as well.”
The LDP’s draft is heavily influenced by Mr Abe’s revisionist wing of the party. The revisionists gloss over militarist Japan’s atrocities in the region and want Japanese children to be taught a beautified picture of a past in which a harmonious society thrived under the fond gaze of the emperor. The draft elevates the concept of “public order” as a limit on individual freedom. It restores the emperor as the head of the state, and even seems to remove his obligation to uphold the constitution. It deletes entirely an article in the current document guaranteeing human rights. To a clause on equal rights written by the late Beate Sirota, a 22-year-old American interpreter at the time who is a heroine among Japanese feminists for her advocacy of women’s rights, the LDP adds a homily on the family, whose members, it says, must help each other.
Until recently, the draft came in for little outside scrutiny. That is changing, as the LDP’s full intent becomes clear. During Mr Abe’s first term as prime minister, in 2006-07, he prepared the ground by passing a law on how to hold a national referendum when amending the constitution. Article 96 of the constitution stipulates that any change requires a two-thirds majority in both houses of the Diet, plus the consent of a majority of those voting in a referendum. In the lower house, Mr Abe’s party already has enough seats if it joins forces with other pro-revision parties. In an election for the upper house on July 21st, the LDP hopes to win enough seats alongside its allies to be able to muster a two-thirds majority there, too. Mr Abe’s referendum law requires no minimum turnout.
Tensions with North Korea and China could boost public support for a change to article nine, says Mr Nakatani. Yet the party has decided not to target this article first. Even the LDP’s coalition partner, New Komeito, is against the LDP’s revision. Instead, Mr Abe wants first to lower the hurdle for change. By amending article 96, he wants to scale down the requirement for revising the constitution, from two-thirds of both houses down to a simple majority. If this amendment is passed, it would make other articles of Japan’s constitution much easier to revise.
Even inside the LDP, dismay is growing at Mr Abe’s push. Last week Setsu Kobayashi, a prominent scholar and advocate of changing article nine, joined a newly formed group of constitutional experts to defend article 96. On May 23rd the LDP quietly dropped changing article 96 from its upper-house election manifesto.
A blow to Mr Abe’s plans may have come when a fellow historical revisionist, Toru Hashimoto, mayor of Osaka and a leader of the Japan Restoration Party (JRP), attracted censure at home and abroad for claiming that the system of “comfort women”, or sex slaves organised for the Japanese army during the second world war, had been necessary. The LDP had been counting on the party, which supports constitutional revision, for its two-thirds majority after the election. But now forming that alliance could tarnish the LDP, and the JRP may anyway perform badly in July.
Other parties will in any case contest the LDP draft. Their agendas for amendment are so various as to ensure years of debate. New Komeito, for instance, wants to increase the power of the lower house of the Diet relative to the upper house. The JRP wants decentralisation of government. Meanwhile, the public might well balk at approving a new article 96. The real risk is that, even if constitutional revision gets nowhere in the end, it will in the meantime distract attention from the vital task of reviving Japan’s economy.
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Japan and South-East Asia
Hand in hand
Shinzo Abe has compelling diplomatic as well as economic reasons to push into South-East Asia
 Jun 1st 2013  | BANGKOK, HANOI AND TOKYO  |From the print edition

 Abe, Thein Sein and a golden future 
IT WAS all toasts and effusions of mutual esteem when President Thein Sein welcomed Shinzo Abe to Myanmar’s capital, Naypyidaw, on May 26th. Mr Abe was the first Japanese prime minister to visit the country since 1977. Both leaders looked determined to cement diplomatic and economic ties that had long been relatively good, even during the decades when the West shunned a brutal military regime. Mr Abe, who also met Myanmar’s opposition leader, Aung San Suu Kyi, promised “all possible assistance” to support the country’s new commitment to reform, which Mr Thein Sein initiated in 2011.
Japanese deeds matched the fine words. Mr Abe cancelled Myanmar’s $1.8 billion of debt and promised another $500m in aid loans. This comes on top of Japanese commitments already agreed on over the past 18 months, including for a special economic zone at Thilawa, just south of Yangon, the commercial capital. Japan is spending an initial $200m on Thilawa, which will include a new port to replace Yangon’s old one, now largely silted up. Dozens of Japanese executives also came with Mr Abe to Myanmar, where he urged them to hunt for opportunities.
Myanmar is the region’s most fashionable destination for investment, but other countries in South-East Asia have benefited more from Japanese largesse of late. Since Mr Abe came to office in December, his ministers have tripped over each other in South-East Asian capitals, offering new investment, aid and more. Japan wants to perk up its own economy by dramatically increasing its presence in ASEAN, the ten-country Association of South-East Asian Nations, a rare economic bright spot.
But the ministers’ talk is not only about trade. Diplomatic alliances, naval training and even sales of defence equipment are also on the agenda. For hanging over the new South-East Asian push is Japan’s troubled relationship with China. Chinese confrontation over Japan’s control of the Senkaku or Diaoyu islands in the East China Sea has exacerbated differences between the two countries. Anti-Japanese sentiment in China has added to the concerns of Japanese businessmen about the long-term future of their investments there. Last year a Reuters survey of Japanese manufacturers found that almost a quarter of those questioned were considering delaying or reversing investment plans in China. For Japan, South-East Asia has fast become a diplomatic and economic hedge against China.


As part of a new financial pact with the region, Japan is investing in the government bonds of ASEAN members. Its finance ministry will also help Japanese companies borrow in local currencies. Some corporate giants are drawing together entire supply-chain clusters in South-East Asia, usually centred on Thailand—Honda, for example, expects to build 424,000 cars a year there by 2015. For this, Japanese companies increasingly need local funds. Thailand’s appalling floods in 2011, which closed car plants and many other Japanese manufacturers, have not fundamentally changed business plans; after all, insurance payouts minimised companies’ losses.
In Indonesia, another country with long-standing economic links to Japan, Japanese companies recently won a $370m contract to start building a new underground transit system in Jakarta. (The flood-prone capital is built atop a marsh, and is just the sort of challenge that Japanese engineers relish.) But it is in other South-East Asian countries with which it has traditionally had fewer ties that Japan is unusually active. In particular, it is forging new partnerships with Vietnam and the Philippines, both of which have their own maritime quarrels with China, over islands and reefs in the South China Sea.
In Vietnam the Japanese have been helping to bail out the country’s stricken state banking sector. In December Tokyo-Mitsubishi UFJ announced that it was buying a 20% stake in VietinBank, for $743m. Mizuho took a 15% stake in Vietcombank, for $567m, in September 2011. Japanese commitments to Vietnam rose to $5.1 billion in 2012, double the figure for the previous year. Japan has also started to improve Vietnam’s naval capabilities, training Vietnamese sailors in maritime surveillance, for instance.
As in Vietnam and Myanmar, memories in the Philippines still linger over Japan’s brutal wartime occupation (Thailand was spared, allying itself with Japan). Yet history has not spilled over into politics as relations with Japan have warmed. More pressing for the Philippines is the stand-off with China over the disputed Scarborough shoal. Japan has boosted aid to the Philippines. It has also given it naval assistance, promising ten patrol vessels, costing $11m each, to help with maritime surveillance. Just as in Myanmar, once in the China camp but now closer to the West and its Asian allies, Japanese business and diplomacy march hand in hand.
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Banyan
Time on whose side?
Angry at an unjust defeat, Malaysia’s opposition has reasons to be hopeful
 Jun 1st 2013  |From the print edition



IN JAIL, Anwar Ibrahim read a lot of Shakespeare. To understand Malaysian politics, the opposition leader says, you have to know Macbeth, a tragedy of overweening political ambition. For the government, the ambition defacing the country’s politics is that of Mr Anwar himself, to become Malaysia’s prime minister. He had promised to retire if he lost the general election held on May 5th. “But we won,” he says.
That is not how the government sees it. Though the opposition coalition which Mr Anwar leads, Pakatan Rakyat, got 51% of the votes, it won only 40% of the seats in parliament. Years of gerrymandering favour the Barisan Nasional coalition that has ruled Malaysia since independence in 1957. Mr Anwar also alleges outright electoral fraud. He has been leading protest rallies around the country against the “theft” of the election.
In his Sisyphean struggle to reach the peak of Malaysian politics, he has come close before. In the 1990s he was deputy prime minister and prospective leader of the government he was to turn against. For a moment in 1998 it seemed as if a people-power movement might sweep him to office. Instead, he spent six years in jail on charges of sodomy (later overturned). After the previous election, in 2008, he again seemed on the brink, claiming enough members of parliament were ready to defect from the government to give Pakatan a majority. It came to naught.
So, most likely, will his current campaign. Pakatan is to file petitions challenging the result in as many as 31 of the 222 constituencies. But this drawn-out process is not likely to overturn the result, and neither is a lawsuit against the election commission—for allegedly defrauding the nation by marking voters’ fingers with “indelible” ink that soon rubbed off. The rallies’ purpose, admits a leader of Parti Islam Se-Malaysia (PAS), one of Pakatan’s three components, is “to keep the torch alight”. That is helped by anger at the arrest of three opposition leaders and a student activist under a sedition law the government had promised to repeal, and by raids on opposition newspapers.
No opposition leader wants the torch to light a conflagration on the streets in the hope of toppling the government in a Malaysian spring. Yet Mr Anwar argues that the rallies must continue nonetheless: “If we don’t force them to change now,” he says of the ruling coalition, “they will never change.”
For all that, it seems likely that the protests will eventually peter out and that Pakatan will have to knuckle down to another stint in opposition. Whether the next election will be fairer is another matter. Two of the biggest injustices are unlikely to go. The media, except online, are slavishly pro-government. Constituency boundaries are to be redrawn this year. But the opposition trusts neither the election commission, which will propose changes, nor the government, which will approve them.
Pakatan suffers friction among its disparate members—the Islamic, ethnic-Malay PAS, Mr Anwar’s multiracial Keadilan and the Democratic Action Party (DAP), whose support comes mainly from the ethnic-Chinese minority, about a quarter of the population. Barisan, a coalition dominated by the United Malays National Organisation (UMNO), may try to split Pakatan, by tempting the DAP or PAS, or both, into the government.
Mr Anwar says that, since the election, Barisan has already been trying to woo him. It has also emerged that, before an election he expected to win, he signed a secret agreement with his nemesis, the UMNO leader and prime minister, Najib Razak. Under the deal, brokered by Jusuf Kalla, a former vice-president of Indonesia and an old friend of both men, they promised that they would eschew personal mudslinging during the campaign, that the loser would accept the outcome, and that the winner would govern in a spirit of “national reconciliation”. Mr Anwar excised another clause promising a government of national unity. He says that he feared UMNO would not willingly give up power. Mr Anwar says the agreement was invalidated by government cheating at the polls. As it happens, Mr Najib never physically signed the deal, saying he needed to consult his coalition. But he did at least mention “national reconciliation” in his victory speech.
Reconciliation seems distant. And Mr Najib’s problems may be even bigger than the opposition’s. Unusually for a victorious incumbent, he argues for a change in “our attitude, strategy, programmes and approach”. A radical idea has been floated: turning the Barisan coalition, whose Chinese and Indian bits took a hammering at the election, into a proper, multi-ethnic party. And to show that he means to deal with corruption—the biggest reason for Barisan’s waning popularity—Mr Najib has appointed to his cabinet Paul Low, a former head of the Malaysian arm of Transparency International, an anti-corruption watchdog. Mr Low says his job requires “changing the system”. The system will resist.
Tomorrow and tomorrow and tomorrow
Mr Najib has his job by dint of his leadership of UMNO. He comes up for re-election at a party congress later this year. His predecessor as prime minister and party leader was ousted by colleagues. By contrast, Mr Najib, more popular than his party, may survive. “I think the party will support him because of a lack of an alternative,” is the ringing endorsement from Mahathir Mohamad, who once dominated Malaysian politics. But UMNO hardliners may make reform difficult. Having lost the Chinese vote, for example, they may oppose further erosion of affirmative-action policies favouring ethnic Malays.
The opposition, meanwhile, is confident. Barisan is also losing the votes of growing numbers of city-dwellers and of the young. Pakatan has the momentum. Mr Anwar, however, is 65. With no obvious successor, he seems in a hurry. Lim Guan Eng, the DAP’s leader, is upbeat about the opposition’s hopes: “The future is not theirs; it’s ours.” But it is not necessarily Mr Anwar’s.
Economist.com/blogs/banyan
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Correction: Philippines
 Jun 1st 2013  |From the print edition

In our story last week on peacemaking in the Philippines (“Bedevilled by the details”), we incorrectly wrote of the Moro Islamic Liberation Front coming to an agreement with the government in 1990 over a new autonomous region. It was in fact the Moro National Liberation Front that made this agreement. We’re very sorry.



This article was downloaded by calibre from http://www.economist.com/news/asia/21578727-correction-philippines/print
 
 
 | Section Menu | Main Menu | 





China

 
	Urbanisation: Some are more equal than others
	Ideological debate: Drawing the battle lines
	Bashing Japan: Staged warfare

 






| Next | Section Menu | Main Menu | 

Urbanisation
Some are more equal than others
China’s need for a new urbanisation policy reaches a critical point
 Jun 1st 2013  | SHENZHEN  |From the print edition



FOR many migrants who do not live in factory dormitories, life in the big city looks like the neighbourhood of Shangsha East Village: a maze of alleys framed by illegally constructed apartment buildings in the boomtown of Shenzhen, near Hong Kong. There are at least 200 buildings, many of them ten storeys tall (see picture). They are separated by only a metre or so, hence the name “handshake buildings”—residents of neighbouring blocks can reach out from their windows and high-five.
The buildings are China’s favelas: built illegally on collectively owned rural land. Rents are cheap. An eight-square-metre (86-square-foot) flat costs less than $100 a month. They symbolise both the success of the government’s urbanisation policy and also its chronic failures. China has managed a more orderly system of urbanisation than many developing nations. But it has done so on the cheap. Hundreds of millions of migrants flock to build China’s cities and manufacture the country’s exports. But the cities have done little to reward or welcome them, investing instead in public services and infrastructure for their native residents only. Rural migrants living in the handshake buildings are still second-class citizens, most of whom have no access to urban health care or to the city’s high schools. Their homes could be demolished at any time.
China’s new leaders now say this must change. But it is unclear whether they have the resolve to force through reforms, most of which are costly or opposed by powerful interests, or both. Li Keqiang, the new prime minister, is to host a national conference this year on urbanisation. The agenda may reveal how reformist he really is.
He will have no shortage of suggestions. An unusually public debate has unfolded in think-tanks, on microblogs and in state media about how China should improve the way it handles urbanisation. Some propose that migrants in cities should, as quickly as possible, be given the same rights to services as urban dwellers. Others insist that would-be migrants should first be given the right to sell their rural plot of land to give them a deposit for their new urban life. Still others say the government must allow more private and foreign competition in state-controlled sectors of the economy such as health care, which would expand urban services for all, including migrants. Most agree the central government must bear much more of the cost of public services and give more power to local governments to levy taxes.
Any combination of these options would be likely to raise the income of migrants, help them to integrate into city life and narrow the gap between the wealthy and the poor, which in China is among the widest in the world. Such reforms would also spur on a slowing economy by boosting domestic consumption.
Officials know, too, that the longer reforms are delayed the greater the chances of social unrest. “It is already a little too late,” Chen Xiwen, a senior rural policy official, said last year of providing urban services to migrants. “If we don’t deal with it now, the conflict will grow so great that we won’t be able to proceed.”
Yet Mr Li, the prime minister, would do well to dampen expectations. The problems of migrants and of income inequality are deeply entrenched in two pillars of discriminatory social policy that have stood since the 1950s and must be dealt with before real change can come: the household registration system, or hukou, and the collective ownership of rural land.
Who will pay?
The hukou perpetuates a rigid caste system. Children of holders of rural hukou inherit their parents’ second-class status, even if they are born in cities. Many urbanites want to keep this system in place, to protect their preferential access to jobs, education and health care.
City governments, meanwhile, cannot afford to extend public services to migrants. Zheng Zhijie, president of state-owned China Development Bank, estimated in May that cities would require 50 trillion yuan ($8.2 trillion) in investment by 2020 to accommodate 100m new migrants and provide increased benefits to those already there. Shanghai’s schools give a sense of the scale of the problem: the city had 170,000 students enrolled in high school in 2010, all holders of Shanghai hukou; more than three times that many children—570,000 migrant children aged 15 to 19—were living in the city in 2010 without Shanghai hukou, most of them unable to attend those schools.
The collective control of rural land by local officials also impedes social mobility, by allowing local governments and developers to dispossess farmers of the land they lease—and to pay them far below market value for it. Yu Jianrong, a researcher on rural China, calculated in 2010 that the government had expropriated 6.7m hectares (16.5m acres) of rural land over a 20-year period, paying farmers 2 trillion yuan ($326 billion) less than market value.
At the same time, housing prices in cities are increasingly out of reach for migrants. The central government has encouraged the construction of low-cost housing in cities with limited success, since only local hukou holders are eligible.
The discriminatory policies continue to take their toll on migrants. China has 163m migrant workers who have left their home township (another 99m people are classified as migrants even though they have only given up farming without moving away). A higher proportion of those were co-renting apartments with others in 2012 than four years earlier (19.7%, up from 16.7%), according to data released this week by the National Bureau of Statistics. And fewer migrants are becoming homeowners—0.6% in 2012, down from 0.9% in 2008.
Some scholars say a solution lies in the handshake buildings of Shenzhen. Tao Ran of Renmin University in Beijing says the government should legalise such buildings around the country—allowing rural dwellers near cities to develop them and rent out flats to migrants—and then levy taxes and fees to pay for expanding services. It sounds like a reasonable proposal that would increase the supply of affordable housing and help more migrants become proper urban residents.
But local governments will have none of it, Mr Tao says, as they will fight to retain control over land, their chief source of revenue. Other vested interests, he says, will fight, too. The road to equality for China’s migrants will continue to be a hard one.
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Ideological debate
Drawing the battle lines
A conservative backlash against a push for reform
 Jun 1st 2013  | BEIJING  |From the print edition

IN DECEMBER China’s new Communist Party chief, Xi Jinping, said something that encouraged advocates of political reform. No organisation or individual, he declared, had a “special right to overstep the constitution and law”. He was simply quoting the constitution, but some liberals were encouraged by his praise of the “mighty force” of a document the party often ignores. Officials are now warning optimists not to get carried away.
The constitution contains much that liberals admire. It makes no mention of the Communist Party, except in its preamble. It promises freedom of speech, of the press, of assembly and of religious belief.
Liberal calls for “constitutionalism” mean that the document should be above any other law or party edict. In January journalists at a liberal-minded newspaper, Southern Weekend, staged an unusual strike over the censorship of an article in praise of constitutionalism. But some in the party are clearly concerned about attempts to promote a reform agenda using the constitution as a shield. Now constitutionalism has come under fire.
The assault began on May 21st with an article in a leading party journal by Yang Xiaoqing of Renmin University. The main components of constitutionalism, it said, belonged to “capitalism and bourgeois dictatorship, not to socialist people’s democracy”. It said constitutionalism was “deceptive”: in fact only politicians supported by “big interest groups” could get elected.
On the following day Global Times, a Beijing newspaper, said that debate about constitutionalism was not just a theoretical one. It was being used, it said, to negate China’s political system and try to turn it into a Western one. Calling for constitutionalism was in fact unconstitutional.
It is difficult to tell whether Mr Xi himself endorsed the attacks. He has not mentioned constitutionalism but seemed to keep the debate alive by referring again in February to the constitution.
However, it is highly unlikely that Mr Xi is on the side of the liberals. In January remarks widely believed to have been made by him in an internal speech circulated on the internet. He criticised unnamed people for suggesting that reform meant adopting “Western universal values”.
But if the party hopes a few editorials will keep liberals quiet, it is likely to be mistaken. The tirades against constitutionalism have helped to fuel internet discussion. The word became a top trending topic on Sina Weibo, China’s equivalent of Twitter. “Protecting the equal rights [conferred by] one person, one vote: that’s constitutionalism”, wrote Ren Zhiqiang, a real-estate magnate, to his 15m followers on May 27th. Mr Xi may be ruing the day he brought up the subject.
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Bashing Japan
Staged warfare
The government reins in “overly dramatic” anti-Japanese television shows
 Jun 1st 2013  | HENGDIAN  |From the print edition

 Taking a break to tweet from the front 
JAPAN’S wartime depredations in China in the 1930s and 1940s have long been good business for Chinese television producers. Political tensions between the two nations have only increased their popularity. Now China’s television regulator has ordered that provincial stations send all such programmes back to Beijing for more vetting before transmission. The move follows a prominent news story on national television criticising “crude and shoddily produced” anti-Japanese dramas. It suggests official concerns about the quality of the shows though not necessarily about their politics.
In 2004 just 15 such shows were approved for distribution. In 2011 and 2012 at least 177 featuring anti-Japan “resistance” were approved, almost one in five of all dramas so authorised.
Their popularity has turned China’s largest television-studio compound, Hengdian World Studios, into what the Chinese media call a huge “anti-Japan revolutionary base”. Thousands of extras play Japanese soldiers, earning about $15 a day to die in numerous ways. “We die every day,” says Ge Honglei, an extra hired for the second series of “Smoke Signals Everywhere”. A marketing trailer features the bullets of Chinese marksmen flying in slow motion to hit their villainous Japanese targets. Liu Zhijiang, a producer, says the anti-Japan shows are “the most popular” in part because they reflect “recorded history”.
From 2002 to 2004 modern crime-investigation dramas dominated prime time. Then the regulator stepped in. Officials have also placed restrictions on programmes involving time travel, some of which use historical settings to criticise current politics. As the diplomatic heat rises, reining in anti-Japanese dramas may prove more difficult.
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South Africa’s economy
Muddle through will no longer do
Slow growth and a sliding currency are alarming symptoms of a deeper malaise
 Jun 1st 2013  | JOHANNESBURG  |From the print edition



AS MOST of Africa begins to prosper, the continent’s biggest economy is faltering. Figures released on May 28th showed that GDP in South Africa rose at an annualised rate of just 0.9% in the first quarter. A new report from the African Development Bank (ADB) and the OECD, a rich-country think-tank, trumpeting Africa’s economic prospects, ranks South Africa a lowly 48th out of 52 countries in terms of its economic outlook. Yet South Africa’s forecast of 2.8% GDP growth for 2013 already looks too optimistic. The sustained 5% rate that the government says is needed to cut unemployment and poverty seems a world away.
One of the few bright spots in the first-quarter GDP figures was mining, but its output is falling again and the threat of strikes clouds its immediate prospects. Around a quarter of South Africa’s total exports are to Europe, which is mired in recession. Spending at home is also weak. Massmart, a supermarket chain part-owned by Walmart, is only the latest big retailer to report poor sales. Consumer confidence is at a nine-year low. Banks are cutting back on the unsecured credit that until recently had helped keep retail sales afloat.
A cut in interest rates might ginger up the economy but the Reserve Bank kept its benchmark rate at 5% on May 23d, in part because of an alarming decline in the rand. The weaker currency will push up inflation, which is already close to the top of the central bank’s target range of 3-6%. The rand’s slide in part reflects external developments. Growing confidence in America’s economy has pushed up the dollar against emerging-market currencies. Prices of commodities have fallen because China is not quite as greedy for them as before.
Yet there are plenty of hazards at home. South Africa has a current-account deficit of more than 6% of GDP. It relies on foreign capital to bridge the gap between what it spends and what it earns. That makes it vulnerable to shifts in investors’ mood. And recent labour unrest has scared many off. Foreigners were net sellers of bonds and stocks in the ten days to May 27th, according to the Johannesburg Stock Exchange’s figures compiled by Citibank.
Rivalry between unions sparked a recent wildcat strike at Lonmin’s platinum mines in Marikana, where dozens of strikers were killed by police last August. Miners there have deserted the National Union of Mineworkers (NUM), whose top brass was seen as too cosy with mine bosses, for the Association of Mineworkers and Construction Union (AMCU), an upstart rival. Now AMCU wants the NUM kicked out of its offices at Lonmin’s platinum mine, as it no longer represents most miners there. The fatal shooting of Mawethu Steven, an AMCU organiser, in a tavern on May 12th gave a sinister twist to the unions’ rivalry.
The NUM is part of the establishment: it is affiliated to the Congress of South African Trade Unions (COSATU), a federation allied to the African National Congress (ANC), which governs South Africa. Yet it now faces a battle for relevance. Its response has been to bid for pay increases of 60% for entry-level workers and 15% for the rest. Other unions have joined in. The National Union of Metalworkers (NUMSA) wants a 20% pay increase for all its members, many of whom work in the car industry. Such steep demands are unlikely to be readily met by employers. If they were, they would offset any cost advantage that exporters would gain from a cheaper rand. So further strikes seem likely.
The wonder is that unions can ask for such pay rises when so many South Africans are out of work. Unemployment rose above 25% of the workforce at the end of last year. Include those who want work but are too discouraged to look for it and the rate rises to 37%. Laws that make it costly to fire workers mean that the bargaining power of those with jobs is unaffected by the mass of jobless who might accept work that pays lower wages. Those with jobs often have out-of-work dependants to support, so feel justified in their wage demands. Poor labour relations make businesses still more loth to hire.
Joblessness is a particular problem for the young. The unemployment rate for those under 25 is 53%. Many are ill-prepared for work. Only 60% pass the matric, the high-school graduation certificate. One legacy of apartheid is that many blacks live far from where the jobs are. Even travelling to a job interview is costly because of poor public transport.
This polarised jobs market, with its sharp division between the protected and excluded, has its mirror in business. Regulations in South Africa are among the most burdensome of the 40-odd countries tracked by the OECD. It is hard for job-creating new enterprises to emerge because of red tape, so big businesses are unchallenged. Wage deals struck by big firms with big unions are imposed on others by bargaining councils. They put small firms at a disadvantage and are a barrier to start-ups. A recent academic study concluded that sectoral pay deals cut the number of jobs by 8-13% in affected industries.
These structural problems holding back South Africa’s economy are hardly unknown to the government. The ANC has endorsed a sweeping National Development Plan (NDP), which identifies blockages to growth and sets out a strategy to deal with them. Its main sponsors are Trevor Manuel, who had a long and successful stint as finance minister, and Cyril Ramaphosa, a union-boss-turned-tycoon who is now the ANC’s number two (and therefore perhaps South Africa’s next president). Mr Manuel’s successor, Pravin Gordhan, is also behind it.
Progress towards putting the plan into practice has been pitifully slow. The president, Jacob Zuma, pays no more than lip service to the document. And not everyone has signed up to it. The NDP is stuck in an ideological cleft within the ANC between economic liberals in favour of it and left-leaning ministers allied to the unions who favour a statist approach. The statists, who include the trade minister, Rob Davies, and the economic-development minister, Ebrahim Patel, both members of the Communist Party (and of the ANC), look to China but seem not to accept that creating the conditions for foreign investment was a big part of its success.
A failure to deal with youth unemployment has become an emblem of this division. The liberals favour a tax break for employers who hire young, untried workers. The unions have so far blocked the initiative by arguing (with scant evidence) that it will cause older workers to be displaced by the subsidised young. Instead what has emerged, with the blessing of unions and business, is a feeble package of measures, including set-asides of jobs for the young and the creation of youth brigades.
Weak economic growth and the slump in the rand may strengthen the hand of the liberals. The ANC is not about to lose power at next year’s elections but the Democratic Alliance, the main opposition party, is focusing its effort and budget on capturing Gauteng province. If it wins there and keeps its control of the Western Cape, it will govern the two provinces (out of nine in South Africa) that include Johannesburg and Cape Town, the big metropolitan areas. The ANC needs to convince urban voters that it has a strategy to revive the economy. The foreigners who hold around a third of public debt also need a reason to continue to fund South Africa’s twin budget and current-account deficits. The present policy of muddling through will no longer do.
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The African Union at 50
Shooting your own feet
Cocking a snook at international justice may impede the continent’s rise
 Jun 1st 2013  |From the print edition



HEADS of state from across the continent gathered in Addis Ababa, the Ethiopian capital, on May 27th to celebrate the 50th anniversary of the African Union and its forerunner, the Organisation of African Unity. They congratulated themselves on how well they had supposedly co-operated in decades past, then spiced things up a little by firing off broadsides at the International Criminal Court in The Hague. Led by the Ethiopian prime minister, Hailemariam Desalegn, who chairs the union at the moment, they variously accused the court of racism and “hunting” Africans.
It is true that, since it began to operate 11 years ago, the court has paid Africa more attention than any other continent. But that is because the continent had just experienced a glut of horrendous civil wars and because its legal systems are, on the whole, the least solid. Two of the presidents at the jamboree are in the court’s crosshairs. Sudan’s Omar al-Bashir is wanted for crimes against humanity, and Uhuru Kenyatta, Kenya’s recently elected president, is set to stand trial on similar charges later this year.
In both cases the court has acted scrupulously and with a degree of openness that the accused could not expect at home. Mr Kenyatta has been given extra time to prepare his defence. In the meantime, several witnesses who were due to testify against him have gone silent.
The African Union’s demand that his case be returned from the court in The Hague to Kenya is a backward step. The Kenyan justice system struggled for two years to prosecute Mr Kenyatta and several other politicians accused of orchestrating mass violence in early 2008 after an election at the end of 2007. It was Kenya which then asked the international court to take over. To accuse it now of racism smacks of the populism which tyrants have used to justify the human-rights violations that pro-democracy African campaigners decry. As it happens, Fatou Bensouda, the chief prosecutor in The Hague, is a respected Gambian; 34 African governments have signed up to the international court’s founding statute. So far only one African, Thomas Lubanga, a Congolese, has been convicted by the court, though 30 have been indicted and half a dozen detained.
A decade of fast economic growth and the end of most of the continent’s worst wars has emboldened African leaders who face justice before the court or who may still be investigated by it. They are tempted to beat a nationalist drum to deflect attention from their own failings. Yet Africa’s recent rise is due, in no small part, to its sturdier adherence to international rules and to cleaner governance. This has helped attract foreign investors and uncorked the entrepreneurial talents of millions of Africans. Those of the continent’s leaders who express contempt for the court in The Hague are making it harder for Africa to keep on rising.
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Israel and Palestine
Boosting the West Bank’s economy
Businessmen try making peace through economic co-operation
 Jun 1st 2013  | AMMAN AND JERUSALEM  |From the print edition

 A Palestinian carving for peace 
EVEN when the peace process seemed to be getting somewhere a couple of decades ago, Israelis and Palestinians rarely paraded on common ground. But one such example was on display in May when some 300 Israeli and Palestinian businesspeople and a posse of former military men travelled to Jordan to present their vision of a co-operative future once their leaders finally clinch a peace deal. Executives with billions of dollars in hand and many thousands of workers in their employ sat down together to plot joint ventures in a common market. Defence budgets would shrink and welfare spending soar. “We are the silent majority who are no longer silent,” growled Yossi Vardi, a prominent Israeli investor in high-tech start-ups, as he unveiled the initiative from a podium during a conference beside the Dead Sea.
Tycoons may make odd grass-roots activists, but their involvement reflects their frustration at the failure of regional and world leaders to solve the age-old conflict. Launched on the fringe of a business meeting in Istanbul a year ago, a group that was 30-strong has grown tenfold in a year.
Similar moves are afoot among other non-politicians. Orthodox rabbis and Muslim imams have been meeting to give religious sanction to the Arab Peace Initiative of 2002, which offers Israel full diplomatic relations with the Muslim world if it were to vacate the territories it conquered in 1967 and negotiate a deal for Palestinian refugees. In another forum several hundred Israelis joined the Egyptian and Jordanian ambassadors to debate how to build on the initiative, which was put forward again last month—with a few tweaks—by the Arab League. Though Binyamin Netanyahu, Israel’s prime minister, stayed away from the Dead Sea meeting, Mahmoud Abbas, Palestine’s president, praised the businessmen on the podium.
The American secretary of state, John Kerry, then took up the businessmen’s cause, heralding his own set of inducements. The United States, he promised, would help raise $4 billion over three years for Palestine’s economy. That, he said, would reduce Palestinian unemployment by two-thirds, increase wages by 40% and triple tourism to Palestine. But it later became less clear whether such offerings were new or who exactly would pay.
As the Israeli, Palestinian and Jordanian businessmen headed back to their respective homes, it was unclear, too, what their next step would be. Some Palestinians wondered whether Israeli businessmen had used them as a cover to make deals with Arab counterparts on the side, irrespective of their hopes for a peace deal.
After several weeks of virtual silence since the relaunching of the Arab Peace Initiative, Israel’s parliament had a belated look at it. Politicians across the spectrum turned out for a parliamentary caucus. “Arab states have extended their hands in peace and our prime minister is running away,” said Merav Michaeli of the Labour party. Several ultra-Orthodox parliamentarians, now in opposition, cheered her on. Israel’s government finally responded. “We welcome the Arab involvement,” said its acting foreign minister, Zeev Elkin, before shrugging it off.
Mr Netanyahu sidestepped Mr Kerry’s plan to restart talks on the basis of land swaps along the border that divided Israel from the Arab world before 1967. He also ignored Mr Kerry’s request to let Palestinians build factories and towns in Area C, the 60% of the West Bank that Israel administers on its own. Shortly before the businessmen met, Israel’s government said it would countenance more Jewish outposts deep in the West Bank. The finance minister, Yair Lapid, who leads a party that caused an upset in the election in January by coming second, dismissed the possibility of a comprehensive peace deal as unrealistic. Peace-minded pessimists note that he has not met a single Palestinian official since taking office.

This article was downloaded by calibre from http://www.economist.com/news/middle-east-and-africa/21578722-businessmen-try-making-peace-through-economic-co-operation-boosting-west-banks/print
 
 
 | Section Menu | Main Menu | 





| Next | Section Menu | Main Menu | Previous | 

The UN and the World Bank
Rare co-operation
The men heading two world bodies speak more than just the same language
 Jun 1st 2013  | KINSHASA  |From the print edition

A PAIR of bespectacled Koreans smiled down from giant banners flying over the slums of Kinshasa, the crowded and chaotic capital of the Democratic Republic of Congo. The double act being advertised was the UN’s secretary-general, Ban Ki-moon, and the World Bank’s president, Jim Yong Kim, a Korean-American medical expert. Together they visited Africa’s seediest mega-city on May 22nd to launch a novel partnership between their two sprawling organisations.
In its simplest form, their idea is to get the World Bank to use its financial muscle to back the UN’s political agenda. In the case of Africa’s Great Lakes region, the bank has pledged $1 billion in development funds to back new UN efforts to keep the peace in eastern Congo, one of the world’s most combustible regions. As Mr Kim quipped to Mr Ban, “You bring the troops, we’ll bring the dollars.”
The two men have an obvious rapport. As the pair travelled together around the region, the UN man’s solemn speechmaking nicely matched his younger counterpart’s quicker, more informal style. Aides told of long and animated discussions between them in Korean.
With its current tally of 193 countries, the UN was set up to stop wars, whereas the world’s leading development bank, with only five fewer members, was meant to reduce poverty. Those objectives plainly overlap. But the vast bureaucracies that both have spawned have chafed at the idea of working in harness. A bank official involved in the logistics of the joint Africa trip called it a “nightmare”, while one of his UN counterparts compared the delegations’ coming together to a “collision”. After spending much of his career in health-related charities, the best Mr Kim could say about international outfits working together was that, in his experience, “sometimes they didn’t hate each other.”
Joachim Koops, director of the Global Governance Institute, a Brussels-based think-tank, cites the Peacebuilding Commission. Set up in 2005, it was meant to unite UN blue helmets and their development programme with the World Bank in order to turn around war-torn states. It has largely floundered amid intense rivalries within existing UN bodies, leading to wasteful duplication, scant information-sharing and devious efforts to undermine it. “While everyone agrees that co-ordination is necessary, nobody wants to be the one that is co-ordinated,” says Mr Koops.
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Syria’s war and diplomacy
Argument and arms
Everyone threatens to up the military ante in the run-up to a conference
 Jun 1st 2013  | BEIRUT  |From the print edition

THE diplomatic air is becoming increasingly thick in the run-up to an international conference on Syria, starting perhaps as soon as June 15th but more likely in July, which few people think likely to lead to an early peace. Britain and France were lambasted by other countries in the European Union for insisting on May 27th that the EU’s embargo of weapons to Syria should lapse at the end of the month. Rumours abounded that Barack Obama, who has set his face against a deeper involvement in Syria, would be forced to help the Syrian rebels more energetically, perhaps even by calling for a no-fly zone over parts of Syria.
Russia, sensing that the West may be upping the ante in its efforts to put pressure on President Bashar Assad in the run-up to a conference, said it would send S-300 missiles to shore up his defences. But that, said the Israelis, would be a “game-changer”, obliging them to knock such missiles out on arrival, thus ensuring that the Syrian conflict would spread its poison still more widely and lethally across the region.
None of this posturing seemed likely to bring the war to a rapid end. It may indeed escalate. Moreover, the rebels remain militarily and politically divided. A conference in Istanbul that is meant to bring the political opposition together in a more coherent front has been fraught with confusion and walkouts (see article).
Those in the West who favour arming the more “moderate” type of rebel are debating whether shipments would include anti-tank and anti-aircraft missiles. Some fret over who among the rebels would end up with the weapons. Others fear that sending any weapons would make the conflict even bloodier, particularly if Mr Assad’s backers decide to intensify their support. Russia, one of Mr Assad’s staunchest allies, lamented the EU’s decision, saying it undermined the chances for peace. The S-300s would, a Russian minister assured, “stabilise” the situation.
While Qatar and Saudi Arabia have backed Syria’s rebels with cash and weapons, they do not throw their weight behind them as relentlessly as Iran, Russia and Hizbullah, Lebanon’s Shia party-cum-militia, have done for Mr Assad. As the war grows ever nastier and increasingly unsettles the entire region, Britain and France have emerged as the rebels’ most forceful Western allies. America welcomed the EU’s move but is still pondering its own choices.
Since the early days of the conflict, France has been gathering detailed intelligence on Syria, mapping rebel groups and handing out cash from across the Turkish border to local councils and organisations. It was the first Western state to promote a forward policy on Syria. It may also be covertly training rebel fighters.
But the French have recently sounded less confident as the prospect of intervention seems ever more daunting, whereas Britain sounds a bit more gung-ho. Advocates of arming the rebel forces say that keeping out of the affair would help Mr Assad to stay in power and demoralise the rebels. Yet the Europeans alone are unlikely to tilt the balance of power on the battlefield. What the rebels thirst for, most of all, is wholehearted American support. And that is still not yet in the offing.
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Syria’s political opposition
Disarray
The opposition is as divided as ever
 Jun 1st 2013  | BEIRUT  |From the print edition

 Khatib in Istanbul, so far armed only with diplomacy 
WESTERN governments have been urging Syria’s political opposition to sort itself out, if it is to make headway at the peace conference expected soon in Geneva. But at an ongoing meeting in Istanbul, they have thus far failed to do so. The main umbrella organisation, the Syrian National Coalition, was supposed to do three things: expand its membership, elect a new leader and decide whether unconditionally to attend the Geneva talks. On all counts, it balked. Rebels and activist groups inside the country expressed growing exasperation at the failure of their self-proclaimed political representatives to show a united front with a clear set of policies.
Britain, France, Saudi Arabia and America, the main backers of the 63-member coalition, had urged it to expand, since it has been dominated by a Muslim Brotherhood bloc and a closely allied one led by a businessman, Mustafa Sabbagh, both backed by Qatar. But a proposal to give 20-odd extra seats to a liberal bloc led by Michel Kilo, a veteran Christian dissident, ended in acrimony when only eight seats were agreed to. Western diplomats say the expansion would give the coalition more credibility.
The members have so far failed to choose a new leader. Nor have they selected a government in exile. Since Moaz al-Khatib, a former preacher at Damascus’s main mosque, announced his resignation in April, a Christian and former Communist, George Sabra, has acted as the caretaker head. Though Mr Sabra is a trusty pair of hands, some have been trying to persuade Mr Khatib to reconsider his decision; during his months at the head of the coalition, he was a good rallying figure for an opposition with almost no following among the rebels who are actually doing the fighting. Meanwhile Ghassan Hitto, the prime minister-in-waiting strongly backed by Qatar and the Muslim Brothers, has yet to name a provisional cabinet.
On May 29th the coalition suggested it might attend the talks in Geneva. Mr Khatib had previously offered to negotiate with the regime, subject to the release of 160,000 political prisoners. But most other members previously set Mr Assad’s departure as a precondition for talks—a posture that Western governments at first endorsed but latterly dropped. Keen not to be seen as the spoiler, the coalition now seems likely to attend, provided that the West persuades it that Mr Assad will shortly, if not immediately, be history.
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Putin’s Russia
Repression ahead
Vladimir Putin’s crackdown on opponents, protesters and activist groups may be a sign of fragility as much as of strength
 Jun 1st 2013  | MOSCOW  |From the print edition



ON A recent stormy night, Moscow’s hip crowd gathered for the opening of the summer terrace at the Strelka architecture and design institute, which has one of the city’s trendiest bars. It has served as a shelter for educated, Westernised and privileged Muscovites insulated from the Kremlin across the river. Yet neither the live bands, nor the mojitos, nor the sight of Roman Abramovich, could cast out the worry that encroaching politics may be about to end the party abruptly.
When Vladimir Putin returned to the Kremlin a year ago many expected repression to be swift and brutal. But he took his time, letting the public and the West get used to each small tightening of the screw. A year on the growing repression is clear.
The new climate is symbolically marked by a proposed memorial plaque to Leonid Brezhnev. A recent poll finds the long-serving Soviet leader to be Russia’s favourite ruler, though to many he is a symbol of stability that turned into stagnation. The Brezhnev years were rich in drama: the overthrow of Khrushchev, the crushing of reforms in Czechoslovakia, war in Afghanistan, the exile of Andrei Sakharov. The first year of Vladimir Putin’s third presidential term has also been eventful: many protesters arrested, Alexei Navalny, an opposition leader, facing prison, and Memorial, a human-rights group founded by Sakharov, under assault with other NGOs.
The former president (now prime minister), Dmitry Medvedev, who symbolised a quasi-thaw, has not yet been fired, but he has been weakened. His deputy, Vladislav Surkov, who favoured co-option over repression, has gone. And the political elite is being purged of “unreliable elements”. The latest victim is Sergei Guriev, a liberal economist who headed Moscow’s New Economic School and advised Mr Medvedev. After being interrogated by prosecutors and having his office searched, Mr Guriev has fled to Paris. His troubles stem from giving an expert opinion on a case involving Yukos, an oil company, in a report which criticised the jailing of Mikhail Khodorkovsky. He also openly supported Mr Navalny, devising his economic formula, “don’t lie and don’t steal”. Mr Guriev’s flight reveals a shift within the political elite: he was close to Arkady Dvorkovich, Mr Medvedev’s right-hand man.
In the past the Kremlin has shown little tolerance for political challengers. But as Kirill Rogov, an opposition observer, notes, it largely limited its control to politics, manipulating elections and marginalising the opposition. (No political party was allowed to emerge without the sanction of Mr Surkov, Mr Putin’s chief ideologist.) But faced with mass protests by civil activists and ordinary citizens, not politicians, the Kremlin is trying to extend its control to other areas, including the internet and even entertainment magazines which carry protest banners. “The Kremlin is trying to destroy the infrastructure of the protest movement,” says Mr Rogov.
Its new law defines any civil or public activity as political and demands that any independent NGO receiving foreign money be stigmatised as a “foreign agent”, a phrase that has clear connotations of treachery. The transformation of the Soviet dissident movement into institutions such as Memorial was one of the main legacies of Mikhail Gorbachev’s perestroika. That legacy is now being reversed.
The first casualty of the new law was Golos (Vote or Voice), an election watchdog. Others include Transparency International, an anti-corruption group. On May 16th Levada Centre, Russia’s oldest and most respected pollster, was told by prosecutors to register as a foreign agent, which it and other Russian NGOs refuse to do. Such defiance presents the Kremlin with a choice of backing off or pursuing them to the bitter end.
Inside Mr Putin’s head
A problem with Russian politics is that so much of it happens in one man’s head. A turn towards repression may not be a sign of Mr Putin’s strength, but rather of his fear and desperation. Some advisers say he is worried about instability and is doing as much as he can to eliminate anything or anyone that contributes to it. This also affects his economic decisions. “He resists spending money or conducting economic reforms because they will yield short-term instability,” says one analyst. The result is falling investment and slower growth.
What he does not see is that the biggest destabilising factor of all was his own return to the Kremlin. In trying to hold the situation still, he destabilises it further, forcing further repression. Lacking a coherent ideology, the Kremlin is justifying itself by ratcheting up its confrontation with the West and its search for enemies within. It has partly succeeded: the number who believe that Russia has outside enemies has gone from 13% in 1989 to more than 70%, according to Levada. Nationalism, xenophobia and intolerance, once part of the political fringe, have become mainstream— something even Vladimir Zhirinovsky, Russia’s clownish right-wing nationalist leader, cannot have expected. Confrontation with the West has a polarising effect on the Russian elite, squeezing out those most linked to the West and strengthening the siloviki, the security services, who demand more purges.
“The Kremlin bosses are no longer satisfied with general loyalty, but demand that you prove your loyalty by making a public sacrifice—be it support of a law against adoption of orphans by American families or something else,” says one official. Anyone who does not is deemed unreliable. Many of the moderate and liberal members of elite are not prepared to do this, as Mr Guriev has shown. Yet there is also little sign of consolidation of the elite against Mr Putin. One reason is fear, but a more serious one is the lack of an overarching idea or a clear leader.
The negative image of pro-Western reformers in the 1990s makes a pro-Western programme of change all but impossible to sell. Nationalism has been discredited by its affiliation with the Kremlin. The absence of an alternative may give Mr Putin comfort, but as Russia’s history suggests, it is also a sign of political fragility. It was the presence of Boris Yeltsin in the political landscape that ensured a relatively peaceful transition of power after the Soviet collapse. The lack of such a figure now raises the risk of the unexpected.
“Contradictions and injustices within the society are growing and instead of trying to resolve them peacefully, the Kremlin uses force, which makes a peaceful transition of power unlikely,” says one businessman. The trouble may be a long way off or it may come soon—Russia’s history shows that it is not possible to predict. But those who greeted Mr Putin’s return to the Kremlin with the mournful conclusion that they would be stuck with him until 2024 may have got it wrong.
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Sweden’s riots
A blazing surprise
A Scandinavian idyll is disrupted by arson and unrest
 Jun 1st 2013  | MALMO AND STOCKHOLM  |From the print edition



FOR many, the only place where violence and Swedishness go together is in the pages of a novel by Stieg Larsson or some other Nordic crime writer. This may explain the surprise over riots that spread from Stockholm’s suburbs to half a dozen other cities and towns. The very notion of Swedish youths running amok and turning cars into bonfires, as their fellows in London, Paris and other big European cities have done, seems alien. But for all its shiny veneer, Sweden struggles with similar problems, if to a milder degree: jobless youths, widening income inequality and tensions between native and immigrant populations.
All have been cited as the cause of the unrest that saw 150 vehicles torched and did at least SKr63m ($9.5m) of damage. Kjell Lindgren, a Stockholm police spokesman, provided the most convincing explanation: “There is no answer.” The social and political impact is another matter. A stroll around Rosengard, a heavily immigrant suburb of Malmo, last weekend did not show deepening fissures between blonde and dark Swedes. Posters with the cheerily optimistic slogan of the recent Eurovision song contest, “We are one”, were still up.
One shopper echoed Fredrik Reinfeldt, the prime minister, blaming “hooligans”. He pointed out that, since most burnt-out cars belonged to immigrants, the riots were not about race. For all that, they could make immigration and asylum (where Sweden is especially open) into issues for next year’s election. Mr Reinfeldt’s four-party centre-right coalition is already struggling. In power since 2006, it is losing ground in the polls to the opposition Social Democrats under their newish leader, Stefan Lofven.
In the pair’s jousts, Mr Reinfeldt casts his rival as a political gamble, given the unanswered question of which other party the Social Democrats might draw into a putative government. But Mr Lofven has stronger ammunition: he refers to the government’s lacklustre economic results, and promises to tackle unemployment vigorously. “Nothing is more important than this,” he says.
Swedish unemployment is flat at 8.7%, as the economy struggles with faltering demand from the euro zone and a strong currency. Mr Lofven’s party is more immigration-friendly than Mr Reinfeldt’s, but a focus on immigration and asylum might not help either man. The anti-immigration Sweden Democrats shocked the establishment by taking 5.7% of the vote in 2010. In the latest (pre-riot) polls they were running at 9.9%, becoming the country’s third party. The riots could push them even higher.
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Italy’s government
Let off
Some good economic and political news for Enrico Letta
 Jun 1st 2013  | ROME  |From the print edition



THE new Italian prime minister, Enrico Letta, had two reasons to smile this week. On May 29th the European Commission recommended removing Italy from the excessive deficit procedure, the “sin bin” for those countries with dodgy public accounts (see chart). Two days earlier, Mr Letta’s Democratic Party (PD) emerged unscathed from local elections which, though partial, were the first test of opinion since he formed a ruling coalition with Silvio Berlusconi’s People of Freedom (PdL) movement.
Release by the commission sends a positive signal to investors in public debt and should thus cut Italy’s already shrinking borrowing costs. That should help the economy since lower bond yields will enable banks to lend more cheaply.
The local election results had several implications. They showed that linking with Mr Berlusconi was not as damaging to the PD as its former leader, Pier Luigi Bersani, feared. Mr Bersani had resigned after failing to do a deal with Beppe Grillo’s Five Star Movement (M5S).
The results also make the coalition stronger. Mr Berlusconi will be tempted to withdraw his support as soon as he believes he can win an election. The polls had suggested the PdL was already overhauling the PD. But the local elections told a different story. In Rome, the biggest prize, the PD’s mayoral candidate, Ignazio Marino, finished 12 points ahead of Gianni Alemanno, the PdL incumbent. Since neither reached 50%, the two candidates face a run-off next month, but Mr Marino looks likely to win.
Another lesson was that the coalition has not boosted the common opponent, Mr Grillo’s M5S. Indeed, his movement took only 12% in Rome, a far cry from the 27% it won there in the election just three months ago. Forcing the two main parties into an unnatural alliance was the outcome of Mr Grillo’s refusal to negotiate with either. The theory was that it would highlight their similarities and differentiate the M5S. The practice has meant giving up any influence on policy. In a nation of pragmatists, that counts for more.
Although he could now face ructions among his followers, Mr Grillo is holding fast to his course. Abstention in the local election was sky-high by Italian standards and the M5S wins much of its support by seducing potential abstainers. It is too early to say that the threat he poses to mainstream parties has gone. As he pointed out on his blog, they continue to bleed support even though the Letta government is still in a honeymoon phase (the PD has lost 250,000 votes in Rome since 2008).
Italy’s release by the commission will lift restrictions on investment co-financed by Brussels. But it will not, as some hoped, produce a magic €7 billion-10 billion with which to finance Mr Berlusconi’s campaign pledge to abolish a hated property tax and give back last year’s proceeds. That circle has yet to be squared.
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France’s finance minister
Moscovici, vidi, vici
Pierre Moscovici wins more friends in Brussels and Berlin than at home
 Jun 1st 2013  | PARIS  |From the print edition



IT MAY not have been a surprise, but it was still a small triumph for France. On May 29th the European Commission approved a request to postpone by two years, to 2015, France’s target for cutting its budget deficit to 3% of GDP. It relaxed the targets for several other countries as well, but it was the French let-off that was most striking. In return, the commission took a firm line on reforms, calling on the French government to do more to overhaul pensions, simplify taxes, cut spending and liberalise the economy and labour market in order to fix what it called a “serious” competitiveness problem.
Much of the credit for the deal belongs to Pierre Moscovici, France’s finance minister. When it became clear last year that France was not going to hit the 3% target—long before the government had admitted it—he began quiet talks with Olli Rehn, the EU economics commissioner. The two men, one a French Socialist, the other a Finnish Liberal, make an odd couple, yet they have built “an excellent relationship”, says a senior official.
Mr Moscovici also established workmanlike ties with Wolfgang Schäuble, Germany’s Christian Democrat finance minister. Mr Schäuble’s support was crucial, for the French had feared an unyielding German line like that imposed on smaller countries. It helped that thinking on budgetary austerity has changed at the IMF and in Brussels. But it was Mr Moscovici who did most to persuade the Germans that they need a strong French economy; that excessive fiscal consolidation could choke growth; and that sticking to the original target risked a social explosion, because youth unemployment is rising so fast. “It was German understanding, not indulgence,” insists an aide.
Yet at home, these goings-on have done little to raise Mr Moscovici’s stature. He ranks a lowly 26th in a survey of the most popular French politicians, according to TNS-Sofres, a pollster, outshone by both Manuel Valls, the interior minister, who is second, and Laurent Fabius, the foreign minister, who ranks 16th. Worst of all, he is also beaten by Arnaud Montebourg, the forceful industry minister, who shares with him the riverside ministerial complex at Bercy, in eastern Paris. There are no fewer than seven ministers, four of them cabinet-level, in charge of economic portfolios. And there seem to be as many views on policy.
The tension between Mr Moscovici and Mr Montebourg, who can scarcely disguise their rivalry and mutual distrust, is constant. The first is from the moderate social-democratic wing of his party, and wants to present France as pro-business. The second grabs headlines with tireless efforts to save factories from closing and with his knack of exasperating foreign investors. “If you want to know what the government thinks, you mustn’t only talk to Montebourg,” says a source close to Mr Moscovici wryly.
The pair’s disagreements erupted recently over the government’s decision to block a bid by Yahoo to buy 75% of DailyMotion, a French online video-sharing site, from France Telecom (now renamed Orange). Mr Montebourg, who handled the dossier, claimed it was a joint decision. Not so, retorted Mr Moscovici; he had nothing to do with it. In the end, the government’s spokesman stepped in to claim that it reflected the official line.
“Bercy needs a boss,” sighed Mr Fabius. Ségolène Royal, the Socialists’ defeated 2007 presidential candidate, urged a restructuring of the “vast Bercy galaxy”. Rumour suggests the number of ministers may be cut in a reshuffle. The sense of a lack of control was reinforced when Jérôme Cahuzac, the budget minister, resigned after lying to parliament about a secret Swiss bank account. Mr Moscovici says he knew nothing of this until Mr Cahuzac confessed. The inquiry he made to the Swiss authorities after the first media claims came back with nothing. A parliamentary commission is now looking into the entire affair.
To boost his visibility and keep up with Mr Montebourg, Mr Moscovici has started visiting factories. He has expanded his communications team. But the big challenge is to shape and control a single coherent economic policy. In response to confusion over who was in charge, President François Hollande declared that there was “only one line”. The question is which.
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German education and training
Ein neuer Deal?
Germany’s vaunted dual-education system is its latest export hit
 Jun 1st 2013  | BERLIN  |From the print edition

URSULA VON DER LEYEN, Germany’s labour minister, likes to point out that the two European Union countries with the lowest unemployment, especially among the young, have dual-education systems: Austria and Germany. Like Switzerland, they have a tradition of combining apprenticeships with formal schooling for the young “so that education is always tied to demand,” she says. When youths graduate, they often have jobs to walk into.
With youth unemployment in Germany and Austria below 8% against 56% in Spain and 38% in Italy, Mrs von der Leyen has won Europe’s attention. Germany recently signed memoranda with Greece, Italy, Latvia, Portugal, Slovakia and Spain to help set up vocational-education systems. Mrs von der Leyen discussed the topic in visits to Madrid in May and to Paris this week. There is even talk of a “new deal” for Europe, including bringing youths from crisis-hit countries to work in Germany and making more loans.
Germany is best known in euro-zone countries for its macroeconomic prescriptions of austerity and structural reform. So it helps politically that it should now be seen assisting people in those countries into jobs. But does its dual-education system deserve so much credit, and should other countries adopt it?
Although based on older traditions, it formally dates from 1969. Youths not interested in, or qualified for, university sign up for a programme in which they work three or four days a week for a firm that pays them and teaches relevant skills. The rest of the time they spend in school, completing mostly specialised courses. Chambers of commerce and industry associations make sure that the work and the teaching are matched. After three years or so, trainees are certified and, if they make a good impression, may stay as full-time workers.
About two in three young Germans go through this system and into about 350 careers. Some end up in blue-collar jobs, others in sales and marketing, shipping and agriculture, or pharmacology and accounting. The practical nature of the education is an advantage, as is the mutual screening between potential employers and employees during training.
Yet the system existed in the 1990s, when Germany was the “sick man of Europe” and had high unemployment. German success today surely owes more to its labour-market and welfare reforms of a decade ago and to unions’ wage restraint. In an ageing and shrinking population, demography also helps, as fewer German graduates choose among more open jobs.
Ludger Wössmann, an economist at the Ifo Institute in Munich, suggests that vocational education can have bad side effects. In his research, countries that combined school and work-based education (Germany, Austria, Denmark and Switzerland) did much better at getting young people into jobs. But early training can turn into a disadvantage by the age of 50. It appears that skills learnt in vocational training “become obsolete at a faster rate.” Low youth unemployment today may thus come at the cost of higher old-age unemployment tomorrow.
Admittedly, that trade-off may seem abstract in such hard-hit countries as Greece, Portugal and Spain. If the alternative to vocational education is no education and no job, says Mr Wössmann, a dual system should be tried. That said, traditions of co-operation among state, unions, employers and schools took generations to evolve in Germanic countries. A new deal on such a basis cannot be a quick fix.
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Alcohol in Turkey
Not so good for you
The mildly Islamist government brings in tough alcohol restrictions
 Jun 1st 2013  | ISTANBUL  |From the print edition



“FROM here on it falls upon you to describe Anatolia’s unrivalled grapes”. The remark came from Turkey’s wine producers, protesting against a bill that slaps new restrictions on the sale and consumption of alcohol. The bill, spearheaded by Recep Tayyip Erdogan, the prime minister, was pushed through on May 24th by his Justice and Development (AK) party. It bans shops from selling drink between 10pm and 6am or displaying the stuff in windows. Restaurants near schools or mosques must be dry. Spirits producers can no longer advertise or sponsor events. The news sent shares of Anadolu Efes, Turkey’s biggest brewer, down by 7 %.
Mr Erdogan insists the aim is to stop young Turks from “wandering about in a state of inebriation” and has nothing to do with imposing an Islamist lifestyle. “If you are going to drink, then get your drink and drink it at home,” he said. Yet a recent OECD study suggests that, with annual consumption of just 1.5 litres of alcohol per head in 2010, Turks ranked as Europe’s soberest people.
Hoteliers fret that the curbs will scare off tourists. Secularists see another step to sharia rule. After a decade under AK Turkey feels a lot more conservative. Islamic clerical training for middle-school pupils has come back, Koran courses have grown and finding a drink in rural Anatolia is hard. Turkish Airlines no longer serves alcohol on most domestic flights. In government offices hemlines have dropped. “In the old days if you wanted a promotion you wore a short skirt, now it’s the other way round,” explains a female diplomat. Turkey’s Alevis, who neither fast nor pray in mosques, feel squeezed.
Yet pious Anatolian entrepreneurs who have flourished under AK are moving the other way. “They spend more time with their mistresses than in the mosque,” says a devout boss in Istanbul. Newly affluent covered women have traded in their polyester for Versace and zip around in Porsche jeeps, stirring rumblings of disapproval within Mr Erdogan’s Islamist base.
Some suggest the law may be aimed at local and presidential elections due in 2014. Mr Erdogan wants to be president. The row also deflects attention from his unpopular policy in Syria. Turkey no longer backs the Salafist Al-Nusra Front, which is on America’s list of terrorist outfits. Ahmet Davutoglu, the foreign minister, now sees it “the same way we view al-Qaeda.” That is cause for celebration—with or without a drink.
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Charlemagne
Milda or Europa?
Why some countries still want to join the euro
 Jun 1st 2013  |From the print edition



LATVIANS affectionately call her Milda. With her folk head-dress and braided locks, she appeared on a silver coin minted by the first Latvian republic between the world wars. She became a symbol of lost nationhood under the Soviet Union. Among exiles, Milda was a popular gift. Gundega Michele, living in Germany at the end of the second world war, was given a five-lat coin mounted on a brooch for her fifth birthday. With Latvia’s rebirth in 1991, Milda returned as the watermark of Latvian banknotes (and on a 500-lat bill). Now the government wants to replace the beloved lat with the euro next January. (The maiden would only appear on one- and two-euro coins.)
Like many Latvians, Ms Michele disapproves of the idea. She admits to knowing little about economics. But as director of Riga’s Museum of the Occupation, which documents the agonies of Latvia under the Nazis and the Soviets, she understands the power of symbols. Peering in the donation box, she says Latvian banknotes have “soft, warm colours”; the anonymous architectural designs of euro notes have “no emotional connection”.
If, as expected, European institutions approve Latvia’s bid, there will be no referendum. Ms Michele is already collecting crisp Latvian bills from cash dispensers as a memento of a passing era. One of her young museum guides, however, thinks the euro means escaping the grip of Russia and being embraced more tightly by western Europe. Europa, for all her woes, may offer better protection than lovely Milda.
For Valdis Dombrovskis, the prime minister, the euro has been a lodestar through years of crisis. Latvia’s trouble predated Greece’s and was just as wrenching. But unlike Greek leaders, Mr Dombrovskis wholeheartedly embraced German-style austerity and reform within a fixed currency (the lat is pegged to the euro), even against the advice of the IMF, which advocated devaluation. After a deep slump, Latvia has the fastest-growing economy in the European Union. Along with its Baltic neighbours, Estonia and Lithuania, Latvia is one of the few examples of successful “internal devaluation”.
Becoming the 18th member of the euro zone would be a double vote of confidence: a seal of approval for Latvia’s policies and a sign of trust in the euro itself. For all its troubles, no country has left the single currency and some still want to join. To the north, Estonia adopted the euro in 2011. To the south, Lithuania hopes to do so in 2015. Latvia has drawn the most attention, because it was the only one to require an official IMF bail-out. Critics have stopped arguing that Latvia must devalue. Instead they say Latvia cannot be a model for the euro zone. Output has yet to regain pre-crisis levels, living standards have fallen and unemployment remains high, partly masked by emigration. As small trading economies, the Baltics can more easily bounce back by holding down wages and boosting exports. For a large country like Italy, exports cannot possibly offset lower internal demand.
Mr Dombrovskis says devaluation was not an option. The currency peg was a sign of commitment to reform. Devaluation risked bankrupting companies and families that had borrowed in euros. Because markets had stopped lending to Latvia, austerity was inevitable. Better to cut deficits hard and fast than prolong the pain. In any case Mr Dombrovskis does not think much of deficits. Latvia’s debt is 40% of GDP, next to 10% in Estonia (an earlier convert to balanced-budget rules). Yet Latvians have little to show for the extra borrowing; Estonians are richer.
Today, Latvia has the disadvantages of the euro without its benefits. By joining, it would gain a seat at the table, lower borrowing costs and attract more foreign investment. And, say it softly, Latvia would have access to ECB liquidity and bail-out funds should the crisis return. What if the euro breaks up? At least Latvia would be alongside strong countries like Germany.
Mr Dombrovskis is not the most charismatic of politicians. Yet his sober manner has brought a measure of stability. Voters do not believe he seeks to enrich himself or that he is in the pocket of oligarchs. Still only 41, he is already Latvia’s longest-serving prime minister. But he faces two pitfalls in his path to the euro. One is public suspicion. Polls suggest most Latvians want to keep the lat. But the prime minister says Latvians already agreed to the single currency when they voted in a referendum to join the EU in 2004. Moreover, he has been re-elected twice on a policy of joining the euro.
The second problem is European suspicion of Russian money. Latvia’s large Russian-speaking minority, and the country’s position as a transport hub for exports from Russia (and other dodgy post-Soviet republics), has long worried its neighbours. But with the collapse of Cyprus’s two biggest banks, attention has turned to Latvian banks that have substantial Russian deposits. The government insists there is no comparison: unlike Cyprus’s outsized banks, Latvia’s are markedly smaller than average.
V for Valdis
Still Latvia must act cautiously. The support of austere Germany is vital, but the acquiescence of France and southern Europeans is also necessary. Latvia will not complain, as Estonians do, about poorer easterners bailing out richer southerners.
Indeed, the easterners are now such good Europeans that some say it is their turn to supply leaders of EU institutions. President Toomas Ilves of Estonia argues that, when the next bunch are chosen in 2014, they should not hail from countries that are in breach of the euro zone’s fiscal rules. (Similarly, NATO should not be run by someone from a country that spends less than 2% of GDP on defence.) The more such ideas catch on the smaller the field of eligible candidates. Many would be easterners. Some already tip the taciturn Mr Dombrovskis for a big job in Brussels.
Economist.com/blogs/charlemagne
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Politics and the young
Generation Boris
Britain’s youth are not just more liberal than their elders. They are also more liberal than any previous generation. One politician seems to speak their language
 Jun 1st 2013  |From the print edition



A GROUP of 17- and 18-year-olds assembled in their lunch hour at a diverse London school offers a cross-section of political views. Some are more left-wing than others; some are more apathetic. But they are not as different as they seem. When pushed to describe their politics, they agree that the state’s primary role is to protect individual freedom. For them, social and moral causes such as gay rights and sex equality loom larger than things like welfare and health. Asked whether any had joined recent protests against government spending cuts, they respond with raised eyebrows, laughter and effusive denials. One admits to going, “but only for a look.” The pavement-pounding youth of past decades this is not.
“Any man who is under 30 and is not a liberal has no heart; and any man who is over 30 and is not a conservative has no brains.” So Winston Churchill, among others, is supposed to have observed. Young Britons are still liberal today. But not in the way that Churchill meant, or in the common sense of the word. Nor, probably, will they grow out of their liberalism.
The young are less likely than their elders to consider themselves part of any particular religion, less likely to join a political party or a trade union and, according to the long-running British Social Attitudes survey (BSA), less likely to have a “high or very high opinion” of the armed forces. As far as they are concerned, people have a right to express themselves by what they consume and how they choose to live.
Predictably, that translates into a tolerance for social and cultural difference. Polls show that the young are more relaxed than others about drugs, sex, alcohol, euthanasia and non-traditional family structures. They dislike immigration, but not as strongly as do their elders. And they are becoming ever more liberal. The BSA has tracked attitudes for three decades. It shows that the young are now far more tolerant of homosexuality, for example, than were previous generations at the same age.
Experimenters with new technologies, fashions and ideas, young people in Britain and elsewhere have long tweaked established social institutions. But their iconoclasm goes further than this. Young Britons are classical liberals: as well as prizing social freedom, they believe in low taxes, limited welfare and personal responsibility. In America they would be called libertarians.
More than two-thirds of people born before 1939 consider the welfare state “one of Britain’s proudest achievements”. Less than one-third of those born after 1979 say the same. According to the BSA, members of Generation Y are not just half as likely as older people to consider it the state’s responsibility to cover the costs of residential care in old age. They are also more likely to take such a hard-hearted view than were members of the famously jaded Generation X (born between 1966 and 1979) at the same stage of life.


“Every successive generation is less collectivist than the last,” says Ben Page of Ipsos MORI, a pollster. All age groups are becoming more socially and economically liberal. But the young are ahead of the general trend. They have a more sceptical view of state transfers, even allowing for the general shift in attitudes (see first chart).
Polling by YouGov shows that those aged 18 to 24 are also more likely than older people to consider social problems the responsibility of individuals rather than government. They are deficit hawks (see second chart). They care about the environment, but are also keen on commerce: more supportive of the privatisation of utilities, more likely to reject government attempts to ban branding on cigarette packets and more likely to agree that Tesco, Britain’s supermarket giant, “has only become so large by offering customers what they want”.


Why the shift? History is one explanation. Today’s young people grew up in a period of relatively low unemployment, after the removal of the contributory elements of the welfare system and long after the collectivist afterglow of the second world war had faded.
But their attitudes also reflect the hardships they face today. The economic slowdown and government cuts have hit them harder than most. The coalition has trimmed the support paid to those who stay in school between the ages of 16 and 18, raised university tuition fees and axed a temporary employment scheme for those aged 18 to 24. Although overall joblessness is lower than in most European countries, youth unemployment has increased by half since 2008: an advertisement of eight vacancies at a Nottingham coffee shop recently drew 1,700 applications.
Just as the construction of the post-war welfare state helps to explain the collectivist instincts of the old, today’s economic adversity and dwindling welfare payments appear to be forging a generation of dogged individualists. Rosina St James, a 22-year-old student who chairs the British Youth Council, a network of 230 organisations, describes a sense that “you’re running against the person next to you”. “People in our generation are incredibly competitive with each other,” she says.
Young Britons’ broad liberalism, their suspicion of state interventions of most varieties, not only contrasts with the views of their elders. It also makes them unusual internationally. Britons between 15 and 35 are more relaxed about the consumption of alcohol, tobacco and cannabis than are young people in the EU as a whole. Another Eurobarometer study conducted in 2011 showed that Britons in that age group were more likely to have set up their own business than their counterparts in any other large European country.
In the United States (where, admittedly, the state is smaller) polling in 2012 by the Pew Research Center shows that 59% of Americans aged 18 to 29 thought that “government should do more to solve problems”. That was higher than for any other age group. The firm’s polls also show that members of the youngest age group, though liberal on gay marriage, are less likely to say that abortion should be legal than any group apart from the over-65s. (Abortion is not always a libertarian cause: Ron Paul, the country’s most famous libertarian, is fiercely against it.)
Young Britons’ beliefs probably owe much to the country’s education system. Britain has high levels of university attendance, a factor that correlates with social liberalism, says James Tilley, an academic specialising in public opinion. It is a materialistic society with a flexible labour market; its citizens chart their lives on social media with more zeal than most—all things that tend to contribute to a competitive, individualist mindset.
As yet, there is little sign any of this is permeating mainstream politics. The two main parties, the Conservatives and Labour, broadly adhere to the conventional right-left divide (with economic liberalism on one side and social liberalism on the other). Most young people reject politics altogether: a 2013 study of political engagement by the Hansard Society found that although some two-thirds of adults under 35 declare themselves interested in “current affairs”, only one-third confessed an interest in “politics”. Research by Ipsos MORI suggests that turnout among young people at the 2010 election was just 44%, far below the national average of 65%.
Ayn’t seen nothing yet
But among the politically engaged minority, libertarianism is growing. In April your correspondent squeezed into a fuggy crowd of enthusiasts trading quotes by Ayn Rand and Murray Rothbard in a room above a central London pub. Between discourses on the merits of Bitcoin (“a currency without government—perfect!”) old-timers marvelled at the surge of interest. Freedom Forum, an annual convention for young libertarians, has tripled in size since its launch in 2011; a similar venture planned for July—a “Freedom Week” of debate and lectures—has ten applicants for every place. Mark Littlewood of the Institute of Economic Affairs, a think-tank, declares himself “gobsmacked” at the new popularity of anti-statist ideas and confidently predicts the emergence of a mass libertarian movement.
That is premature. Most young Britons show little interest in -isms of any sort. But Mr Littlewood is right to treat this trend among the politically active as the visible tip of an iceberg of passive libertarian sentiment among the disengaged.
A mainstream politician could yet tap into it. Speaking to young people from different backgrounds and parts of the country, from the engaged to the apathetic, your correspondent often asked if any politicians appealed to them. The reaction was strikingly uniform: silence, then contemplation, then a one-word answer—“Boris”—before a flood of agreement: “Oh yeah, I’d vote for Boris Johnson.” The chaotic, colourful mayor of London, a rare politician who transcends his Tory identity by melding social and economic liberalism, appears to have Britain’s libertarian youth in the bag. The 2020 election beckons.
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The gnome revolt
Little and large
 Jun 1st 2013  |From the print edition



A new TV advertisement for IKEA, the Swedish furniture retailer, sounded clever—a horror-film parody in which garden gnomes are violently dispatched in favour of Scandinavian chic. But it offended British viewers, some of whom have complained to the advertising regulator. Meanwhile the garish creatures, the epitome of naff horticultural style, have been allowed into exhibits at the Chelsea Flower Show for the first time in a century. Gnomes, invented in the Renaissance, are hard to kill off.
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Tackling terrorism
Reaction time
The government is rethinking its anti-terror policy—not too cleverly
 Jun 1st 2013  |From the print edition



EVERY terrible action must have a reaction. Since the brutal murder on May 22nd of Lee Rigby, a British soldier, reportedly by fanatical Muslims, the question of how to prevent terrorism has been reopened. Theresa May, the home secretary, wants to make it easier to spy on internet communications. She also wants more powers to take down extreme Islamist websites and to ban unpleasant organisations. In common with the aftermath of previous terrorist attacks, the reaction has itself provoked a reaction: that the authorities do not need more powers.
The government reckons there are several thousand people who are vulnerable to becoming terrorists. The majority never will. Those who do will not be easy to spot. According to research by the Home Office and MI5, the domestic intelligence service, Islamist terrorists vary enormously. They often come from non-Muslim or fairly secular families. Not all are particularly religiously observant. Many appear relatively well-integrated into British society. Some are well-educated, others less so. Most are single young men, but a few have wives and children.
The government’s policy for dealing with radicalisation is scarcely more coherent than the profile of would-be terrorists. There are two internal debates over how to tackle the threat. The first is between those who believe in tackling hardline Islamist views generally and those who want to concentrate on its violent strains. The second pits those who wish to deal with non-violent groups with extreme views (in the hope that they will provide an outlet for the already radicalised) against those who want to shun them (lest they radicalise potential terrorists).
Jihad in Whitehall
The government’s anti-radicalism strategy, “Prevent”, which was updated by the coalition in 2011, leans towards taking on Islamism generally, not just in its violent forms, and shunning all hardline groups. But the details have been heavily fought over within Whitehall. Mrs May now wants to toughen it up. A new task force will consider how to crack down harder on extremist groups, especially in prisons and universities. The home secretary has suggested that censorship be toughened up too. Broadcasters and internet service providers could face greater restrictions—the BBC and Channel 4 were criticised for interviewing Anjem Choudary, a hardline preacher, in the aftermath of the killing.
Most controversially, Mrs May also wants to revive the Data Communications bill, which was effectively vetoed in April by the Liberal Democrats after a long tussle over civil liberties and the cost of enforcement. The bill would expand the range of digital information that internet service providers have to keep on file, so as to give the security services the ability to monitor messages sent on services such as Skype.
All this may come to little. Whitehall is just as divided over strategy as it was in 2011: many civil servants and ministers from different departments have a hand in it. The Lib Dems are still opposed to putting the Communications Data bill onto the statute book. Given that the law would probably not have stopped the killing of Mr Rigby, Mrs May is unlikely to overcome that opposition. Indeed, she is careful to sell the bill as a crime-fighting measure as well as a counter-terrorism one.
But where the government could improve is in pushing better alternatives to Islamism. British mosques and university Islamic societies have already become more moderate, argues Ed Husain, a writer on Islamism who now works for the Council on Foreign Relations in New York. A broad crackdown on Islamist radicalism could be counterproductive. “We drive debate underground”, he says, where “black-and-white answers to world problems fester”.
Too many young Muslims are cut off from mainstream British life—including Muslim life. Extremists prey on them, even trying to recruit people at weddings. Tariq Abbasi, director of the Greenwich Islamic Centre, says that the zealots’ teaching is “buzzful”, whereas traditional preachers can be dull. In 2007 trustees took out a court injunction to eject extremists who had been trying to take over the centre. Still, he thinks, more needs to be done to give young Muslims “a place where they can go and talk to people” if they are to avoid the lure of radicalism.
Those who drift into extremism do so for many of the same reasons as those who drift into gang violence—indeed, the same people have been known to get into both. The police now accept that gangs are best tackled by a combination of intensive policing, surveillance and proper outreach programmes, so that troublemakers can escape their predicament. The government is trying to tackle Islamist radicalism with a much less sophisticated recipe.
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NHS tourism
Free-for-all
Doctors fear that health tourism in the NHS is growing
 Jun 1st 2013  |From the print edition

A DEFINING principle of the National Health Service is that it is “free at the point of delivery”—a mantra which many admirers of the system regard as a distinctly British asset. But that guarantee of treatment without financial strings is under strain. A rising number of “health tourists” find it easy to slip through light checks to receive free health care.
Meirion Thomas, a cancer specialist at the Royal Marsden hospital in London who has collected information from other hospitals across England, says that the rules stipulating who qualifies for treatment are routinely breached. Patients arrive in Britain from eastern Europe and west Africa specifically for treatment. Their conditions tend to be expensive ones, such as multiple births and complex maternity cases, along with cancer, kidney failure and HIV treatment costing up to £60,000 ($90,000) per patient.
The Department of Health estimates the cost of writing off unpaid bills for foreign nationals at £11.5m in the year to April 2012, up from £2m in 2002-03. Although Labour tried to reduce health tourism ten years ago, the growth of cheap travel, combined with shorter waiting lists in the wake of a decade of hefty investment in the NHS has, Professor Thomas says, contributed to a steep rise in health tourism. An administrator at an Essex hospital says that the reopening of Southend airport last year brought a rush of maternity patients from Portugal.
The £11.5m figure, tiny relative to an overall NHS budget of £104 billion, is almost certainly a gross underestimate. Jeremy Hunt, the health secretary, has estimated the wider cost to be at least £200m, because those who manage to disguise their lack of eligibility are not reflected in the statistics and also because the figure does not include amounts hospitals are still trying to recoup. Several factors combine to make Britain a prime destination for the itinerant ill. The first is that an NHS number, easily obtained by the persistent or resourceful, is a gateway to many free services. Unlike insurance systems in other European countries, Britain takes no account of the level of individual contributions. Nor does it require patients to show the equivalent of a French “carte vitale”, which carries a photograph and biometric data. Another weak point is that responsibility for weeding out false claimants is left to hospitals.
Because the NHS is built on a firm separation of clinical duties from cost management, many hospital doctors feel uneasy about asking probing questions of ill patients. The task falls to “overseas visitor officers”, who cannot easily impose decisions on senior staff.
A further weakness is the poor integration between primary (local) and hospital services. One route to a prized NHS card is through registering at a local outpatient surgery. Few of these have enough staff to check claims of residency or the more vague “intention to remain”. A BBC investigation in 2012 uncovered a black market in medical referrals.
In theory a patient must be “ordinarily resident” in Britain “on a settled basis” to qualify for treatment. Practice is more flexible. Students on short courses can be deemed eligible for treatment and so can their partners. A person who works in a London maternity unit says this has encouraged a baby boom: women with temporary entitlements through student visas give birth in Britain before heading back to Poland, Romania or Bulgaria. Non-students are asked a cursory question about their intention to remain in Britain. Some countries also have reciprocal agreements which are less likely to benefit British citizens than the other signatory (few would opt to try health tourism to Turkmenistan or Belarus, for instance.)
But foreigners are not the only extra burden on the health service. British nationals who have moved abroad for more than six months are not entitled to free treatment during visits home. Many elderly Britons abroad retain their original registration with a local doctor or gain a temporary one by staying with a relative if they return home for treatment.
Mr Hunt has promised new measures to tackle health tourism, starting with tighter rules for registering with a local doctor’s clinic. Such a change would not, however, deal with the problem of people who simply show up at hospitals, often direct from an airport, in need of surgery or dialysis.
Administrative staff talk of tensions on wards about how rigorously to impose checks. But the financial burdens on the NHS, which is facing stricter budgets in the years ahead, mean the mood is darkening. A National Health Service created in 1948 by Aneurin Bevan to cater for a static population has become a magnet for the internationally mobile. Even Bevan, an ardent socialist, would have stopped short of funding that.
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Ethnic minorities
Suburban dreams
Sometimes explicitly, Indians are following Jews out of London
 Jun 1st 2013  | BUSHEY  |From the print edition

WITH a pub, a church green and a golf course at its centre, Bushey, a settlement of 26,000 people in Hertfordshire, is a typical wealthy commuter town. Yet its residents illustrate both an old pattern of migration and a new one.


Indians, who have long been concentrated in north-west London, are moving out. Between 2001 and 2011 the number of Hindus in Bushey has increased by 70%, albeit from a tiny base: 4% of the population of Hertsmere, the local authority, is now Indian. Even as the Indian population of some inner-London boroughs shrinks, it is growing quickly in metroland (see map). Hindus now account for a fifth of the population in Stanmore, a suburb a few miles to the south of Bushey.
When Gujarati-speaking Asians were expelled from Uganda in 1972 by Idi Amin, one of the designated “red-star zones” for receiving them was Harrow, an outer London borough. As the immigrants and their children have become more prosperous they have moved farther north, attracted by good schools and spacious houses. The same is happening elsewhere. Many of the Ugandan Asians who settled in Leicester in the 1970s, have moved to Oadby, a wealthy suburb that is now 33% Indian.
Trevor Phillips, former chair of the Equality and Human Rights Commission, identifies two broad types of immigrant in Britain: “shipwrecks” and “settlers”. Both integrate, but in different ways. Afro-Caribbeans, a “shipwrecked” group, arrived with little social capital. They often became stuck in poor areas and settled down with the natives. Settlers, by contrast, rarely marry outside their own group. They are upwardly mobile and move to wealthy suburbs.
But the movement of Indians around the fringes of London also points to a distinctive relationship between two minority groups. Since the 1960s the “north-west passage” above London has been largely Jewish. Many Indians worked for Jewish firms when they arrived, or bought local businesses from them. One result was the creation of the Indian-Jewish Association, a society that holds networking events and arranges cross-cultural activities. And an affinity between the two groups—built on the shared values of hard work and an emphasis on traditional family and religious ties—means that they have moved into the same neighbourhoods. “We copied a lot of things from Jews,” says Lord Popat, a Conservative peer who arrived from Uganda in 1971. “As the Jews moved on, we more or less followed them.”
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Policing Scotland
One force to rule them all
While England argues about police reform, Scotland does it
 Jun 1st 2013  | KINCARDINE  |From the print edition

 Stereotypes can make life so much better 
NO BAGPIPES heralded its arrival; no drum corps tattooed it in. But since April 1st Scotland has had a single police force, replacing the eight that existed before. It is the most radical reform to policing anywhere in mainland Britain for many years, and shows Westminster for the laggard it is.
In contrast to England and Wales, where amalgamating police forces has been discussed, on and off, for decades but never implemented, Scotland’s reform has been swift. In September 2011 Kenny MacAskill, Scotland’s justice secretary, announced that budget cuts had made the country’s policing model unsustainable. In June 2012 the Scottish Parliament passed a bill reforming the police. So far the transition has been seamless, says David O’Connor, president of the Association of Scottish Police Superintendents.
The aim is to save money. In its first year the new service must make cuts of £68m ($102m) from a budget of just over £1 billion. “We will not treat the police as a business,” insists Vic Emery, head of the Scottish Police Authority, which oversees the new giant force, Police Scotland. “But we want to inculcate business principles and ethics into policing.”
Previously each force, from weeny Dumfries and Galloway to hefty Strathclyde, had its own human-resources department, IT system and so forth. As a single customer, Police Scotland should be able to cut out duplication and negotiate better deals. The police’s 3,500 cars–different across the forces–will be rationalised. The new service will be able to buy the same cars, all using the same parts. Some of the estate will be sold, and police dogs may be eased into retirement.


Upholding a pledge made by the Scottish National Party in 2007, the government has told the police that their numbers must not drop below 17,234. The government has even forbidden compulsory redundancies among civilian staff. That will make it hard to cut the budget deeply but it has mollified officers and lubricated reform. Other concessions have been made, too. Police officers are interested in shift patterns, where they work and whether they need a different uniform, says Stephen House, chief constable of the new police service. Clothing has not changed, bar the removal of a few local insignia. No officer who joined a “legacy” force will be moved.
Thrift may have prompted reform but the police are already benefiting, says Mr O’Connor. Specialist units will deal with crimes such as money-laundering, rape, trafficking and domestic abuse. With just one murder last year, Dumfries and Galloway had little need for a full-time homicide squad. Now it can call on the expertise of the national team (and already has). Previously Strathclyde owned Scotland’s single police helicopter. Now coppers across the country can use it.
Some Scots fret that these gains will be outweighed by the erosion of local policing. In a public consultation before the reform, they worried that resources would move towards the central belt, the most densely populated bit of Scotland which stretches from Glasgow in the west to Edinburgh in the east. They also feared that national priorities would trump regional ones and that they would lose local staff.
Not so, insists Mr House. Police Scotland is a national service, delivered locally. A policing plan has been drawn up for each of the country’s 353 council wards. Commanders in 32 districts, aligned with Scotland’s 32 local authorities, will determine local needs. They will report to the heads of 14 new divisions who will feed this information into the national plan. There is still scope for variation. Aberdeen worries about beggars and wants them policed vigorously. Edinburgh is less bothered. Police in Glasgow must enforce that city’s ban on drinking in the street. Cops in Edinburgh, which allows it, will not.
Still, disputes could arise over how the resources of a single force are deployed. Crime rates, though falling overall, vary greatly across Scotland. The old forces reflected that. Of the 314,186 crimes recorded in 2011-12, just 2% were committed in Dumfries and Galloway. Its force had just over 600 officers. Strathclyde’s 8,700-plus coppers, who patrolled an area twice as big with 15 times as many people, dealt with half the country’s crime.
England and Wales’s 43 forces watch with interest. Some, such as West Mercia and Warwickshire, already collaborate. But mergers, discussed under the last Labour government but opposed at the time by the Tories, remain unlikely. And it is with mergers, rather than mere collaboration, that the real benefits come, reckons Chris Sims, chief constable of the West Midlands. You can reset the whole business and deliver policing differently because you have the advantage of scale, he argues. He is more than interested in Scotland’s reforms; he is envious.
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Correction: English Democrats
 Jun 1st 2013  |From the print edition

In our article “Identity parade”, published in last week’s issue, we described the English Democrats as “far-right”. This is inaccurate. They are a nationalist party that campaigns for an English parliament. Sorry. This has been corrected online.
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Bagehot
Puffing hard in the global race
The Tories have found their theme. Sadly, it is not changing how they govern
 Jun 1st 2013  |From the print edition



IT TOOK David Cameron a while, but the prime minister has finally worked out what he is about. The first sign of his epiphany was his speech to the Conservative Party conference last October, when he intoned, at his actorly best: “We’re in a global race today and that means an hour of reckoning for countries like ours. Sink or swim. Do or decline.”
Mr Cameron has ever since been reminding British voters of this fateful contest. Like it or not, he tells them, they are engaged in an historic global battle, pitting their wealth and privileges against the hunger and industry of fast-growing emerging countries. Unless they pull their fingers out, the prime minister hints gloomily, they will end up a bunch of global losers.
His fellow Tory cabinet ministers have eagerly seized the baton. William Hague, the foreign secretary, urges diplomats to be more salesmanlike, thus to help British companies win the “global race for jobs and for wealth”. Michael Gove, the education secretary, wants to lengthen the school day to bring Britain into line with more diligent Asian countries—lest it continue to face a “significant handicap” in the global race. For Iain Duncan Smith, the work and pensions secretary, cutting welfare flab is the key to being trim for the contest. Eric Pickles, the communities secretary, advocates improving the national grasp of English in order to keep Britain “ahead of the chasing pack”.
The global race trope appeals for several reasons: including, to give the Tories their due, because international competition is occasionally of the cutthroat kind they describe. If politicians do not fight for London’s financial district, it could well lose ground to Frankfurt or Dubai. International comparison, which talk of a global race encourages, can also be particularly useful for pushing reforms. Mr Gove often cites the OECD’s international PISA test results to argue that Britain’s ever-rising exam pass rates are no cause for celebration. Much more important, he points out, is how British pupils fare relative to others. By one account, the Conservatives’ global race fixation began with this eminently sensible observation.
The phrase’s flexibility is another reason for its appeal: it means many things to many politicians. Eurosceptics have picked up on its gently nationalistic overtones and its implicit encouragement to Britain to go it alone, unfettered by Brussels and the stumbling euro zone. “We look at the European Union and we worry about Britain’s ability to compete in the global race,” says Jeremy Hunt, the health secretary.
Focus groups reportedly like the race idea, too—which is more than could be said for the Tories’ previous message, a fuzzy vision of volunteerism called the “big society”. Mr Cameron ended up sounding apologetic when he even mentioned it. By contrast, the race addresses a popular fear—widespread in the West—that globalisation has brought Britain less profit than pain. That fear is sharpened by the nation’s jaded ambition to exert global influence and a suspicion that this is no longer truly possible. Britain, its people are starting to fret, is too idle, insular and pampered to compete with the more tenacious, leaner powers of tomorrow.
There is some truth to this. Returning to Britain after four years in Delhi, your columnist was dismayed by the lack of ambition among young Britons compared with their Indian counterparts. Bucking Britons up, prodding them to consider global benchmarks and alerting them to how the world is changing—all this is laudable. But the global race conceit is nonetheless misleading, both in theory and as a guide to what the Tories are up to.
For starters, what is this race? Diplomats may tussle, governments may try to outbid each other for footloose business, but global prosperity is not a zero-sum contest. Britons will not profit at the expense of the Chinese, or vice versa. They will become richer only so long as their country boosts its productivity, no matter what the Chinese do.
This is not an academic distinction. To hear the Tories talk of Britons needing to compete with the Chinese, you might think they should also compete like the Chinese: by working longer hours and suppressing wages. That is wrong not only because it is a wretched prospect. It also shifts attention from Britons’ competitive advantage: their capacity for innovation. For the most part, Britons do not need to work longer—they already put in among the longest shifts in Europe—but more ingeniously and productively. They need to be not more like the Chinese or Indians, but more like themselves. Lord Heseltine, an off-message Tory grandee and businessman, has helpfully noted this: “All these comparisons with China and India are ridiculous. I’ve just come back from India. You know why they’ve got to drive themselves? They’ve got real problems.”
Racing with its shoelaces tied together
A bigger problem still is that the Tories are failing to live up to their own athletic rhetoric. Most of the areas in which there really is a global contest concern the state, not individuals—and here Mr Cameron’s performance is mixed at best. His government’s populist efforts to curb immigration threaten real harm to Britain’s talent stocks. Its efforts to build infrastructure have been derisory; the deliberate refusal to reach a decision about airport capacity around London is a particular blow to the capital’s ability to compete against Paris and Frankfurt. Perhaps worst of all, Mr Cameron’s pandering to the most zealous Eurosceptics in his party risks making Britain more economically isolated and less influential—relegating it, you might say, to the trailing bunch.
That is a poor record for a government that speaks so often of fighting to maintain Britain’s place in the world. It suggests the talk of a global race is not nearly as businesslike as it sounds. And indeed, no bespoke policy appears to have flowed from it. So far it is less a brave strategy for national renewal than the huffing and puffing of politics as usual.
Economist.com/blogs/bagehot
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Citizen journalism
Foreign correspondents
Amateur journalists create jobs for professional ones
 Jun 1st 2013  |From the print edition



AFTER the brutal murder of Lee Rigby, a British soldier, in London on May 22nd, many viewers watched a video of one of his suspected killers, with bloodstained hands and a meat cleaver, addressing onlookers. The video was broadcast first on ITV News, a British network, which dozens of media firms then credited. But that video was not a piece of professional journalism. It was shot on a BlackBerry by a man on his way to a job interview. Shortly after the killing, ITV sent journalists and producers to the scene. The man shared his video but asked to remain anonymous.
Many feared that social media would undermine professional reporting. Defensive journalists derided it. “I would trust citizen journalism as much as I would trust citizen surgery,” quipped Morley Safer, a CBS correspondent. As it turns out, photographs, videos and tweets from ordinary people are improving and expanding news coverage. They also create work for journalists who know how to curate, authenticate and analyse their material.
Far from shunning “shaky footage”, audiences think users’ videos more intimate and authentic than broadcasters’ slick shots, says Claire Wardle of Storyful, a firm that spots and verifies user-generated content. “If they don’t show it, people will go to YouTube to see it.” Journalists covering big news stories are getting better at scouring social networks for sources. And thrusting news firms have tried to outdo their competitors by building systems that encourage readers to submit material to them directly.
CNN’s iReport is among the oldest of these; it now has 1.3m contributors, up sixfold since its launch in 2008. Aftonbladet, Sweden’s most popular newspaper, asks readers to register their location, alerts them when big news breaks nearby, and offers to publish their most striking photographs or videos in exchange for a small fee. In April the Guardian, a British newspaper, launched Guardian Witness—a minisite backed by EE, a telecoms firm, that helps mobile users share newsworthy videos. Alan Rusbridger, the Guardian’s editor, expects more firms to “create mechanisms to increase the ease with which people can file to them.”
But witnesses are getting harder to seduce and keener to post directly to social networks. In 2005 nearly all of the BBC’s user-generated content was submitted directly to the organisation; now it has to hunt down half of it from social networks. That means sifting a lot of dross. Every day 7,000 hours of news-related videos are uploaded to YouTube, an online-video site owned by Google, much of it created by amateurs. News organisations are hiring ever bigger teams to scavenge for the best. BBC News has one of the largest social media departments, with around 20 full-time employees; most big newspapers have a team of between five and seven people. Slick tools quicken the drudgery. Geolocation services such as Geofeedia and Banjo, for example, let journalists search for social media posted from specific locations, accurate to a single city block.
Whatever they find, reporters must confirm the material’s veracity—just as they would with a traditional source. Outlets that rush this can run into trouble. CNN, the New York Post and others ran headlines about the Boston marathon bombing that later proved false, probably because speculation had been fuelled on Twitter and Reddit, a social news site.
Conscientious reporters will examine users’ past posts to see if they have obvious political biases and to check that they are where they claim to be. They use Google’s satellite maps to certify the location of a photograph or video, and search image banks to ensure that a photograph is not doctored. Local knowledge from a paid correspondent can ease the task. Two years ago editors at Associated Press discarded a video which purported to show fighting in Daraa, Syria. Eric Carvin, the firm’s social-media editor, says it showed a statue of Syria’s Bashar Assad which had been knocked down two weeks before.
Journalists who clear these hurdles must still get permission to use the material they have found. That can be a bigger challenge, says Liz Heron, director of social media and engagement at the Wall Street Journal. Usually its author will ask to be credited, but demand no payment. They are sometimes hard to track down, however, and newshounds lose valuable time waiting for replies. Many journalists want to see simpler licensing rules. They would like YouTube and Twitter to make it easier for web users to grant rights to news firms—perhaps by ticking a box when they first upload their content.
In the meantime, a clutch of new companies aim to make things more efficient. Storyful speedily tracks down, verifies and obtains the rights for user-generated content. Clients gain access to this by paying a monthly subscription fee of between $750 and $15,000. Citizenside, a French firm, is one of several sites that help citizen journalists sell exclusive stories to large networks. In 2011 it sold widely viewed footage of John Galliano, a British fashion designer, insulting patrons of a restaurant in Paris.
For the time being, images and videos make up most of the amateur journalism featured on mainstream media. Recording a video with a mobile phone or tweeting what you have just seen requires less effort and expertise than longer commentary. Jay Rosen, a professor of journalism at New York University, calls this use of amateur material by news organisations “networked reporting”. At the new frontier, he thinks, investigative journalists are making better use of amateur sleuths by requesting documents, testimonials and a spare hand. Every journalist needs help shovelling for dirt.
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Cigarettes
No butts
Some countries refuse to kick the habit
 Jun 1st 2013  |From the print edition



SMOKING, you may have heard, is unhealthy. On May 31st its adversaries celebrate World No Tobacco Day, an annual event that since 1987 has spread the word. Lawmakers have listened, wrapping tobacco firms with regulations. They have piled on taxes and boxed in marketing teams. Australia requires plain packaging for its cigarettes and on May 28th Ireland’s health minister said he was planning a similar ban.
This is having an effect. ERC, a research firm, says consumption per person was 999 cigarettes a year in 1990 and only 882 in 2012. Yet the appetite for cigarettes continues to rise. Smokers lit up 5.9 trillion times last year compared with 5.1 trillion in 1990. Population growth accounts for much of the increase. But the numbers would be higher still if they included black-market ciggies.
Temperance in some countries is matched with growing addiction elsewhere. In western Europe consumption per person fell by 42%—from 1,744 smokes in 1990 to 1,003 last year. Anti-smoking laws in Panama helped consumption per person plunge by 70%. It boasts one of the world’s lowest rates.
But people in other places puff away merrily. Together, China’s 1.3 billion citizens plough through more packets than anywhere else. The average Chinese person smoked 30% more in 2012 than in 1990, ranking the country 11th by consumption per head. Lebanon and Myanmar saw even more dramatic growth (though a shift from illicit to official sales somewhat distorts those trends).
ERC tracks 123 countries, home to about 99% of smokers. It finds the worst addicts in central and eastern Europe. Serbians each smoke a lung-blackening 3,323 cigarettes per year, more than any other nationality. Eight of the top ten countries, ranked by consumption per person, are in the former Eastern block. The World Health Organisation thinks tobacco accounts for nearly 10% of adult deaths. A high cost for a small pleasure.
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Internet campaigning
Any requests?
Online-petitions sites grow richer and more popular
 Jun 1st 2013  |From the print edition

“CANDIDLY, we go after the cool kids,” confessed Mike Jeffries, the boss of Abercrombie & Fitch, a teenage-fashion retailer, adding, “Are we exclusionary? Absolutely.” These comments, made in 2006, reappeared in an article on May 3rd. They prompted Benjamin O’Keefe, an 18-year-old survivor of an eating disorder, to start a campaign on Change.org, an online-petitions site. He demanded that Mr Jeffries apologise and requested that his store stock clothes in extra-large sizes. About 70,000 web users agreed. On May 21st the retailer invited Mr O’Keefe to a meeting at its headquarters.
About 20m monthly visitors make Change one of the biggest of several growing campaigning sites (others include Causes, Upworthy and MoveOn). Launched in 2007, it is responsible for petitions that have helped win health care for victims of water poisoning at an American army base; fought driving-licence corruption in an Indian town; earned the Japanese Olympic women’s soccer team equal treatment to their male counterparts and persuaded authorities in Belarus to investigate animal cruelty.
Critics gripe that Change alone did not win these battles. And some of the site’s most popular petitions have not had much effect. Barclays and Citibank were called on by 570,000 signatories to “Condemn Uganda’s ‘Kill the Gays’ Bill”. Another 430,000 demand that China release Liu Xiaobo, an imprisoned Nobel laureate.
Yet the firm’s business model may have longer-lasting influence than any petition it hosts. Unlike some peers, Change is a for-profit company. Whereas most people pay nothing to use the site, the firm helps paying campaigners use “sponsored petitions” to target likely supporters (who often become donors). Though canny, that model is contentious. Last year the firm dropped a paid-for petition backed by a school-reform organisation, under pressure from supporters of teaching unions. It then repented, upsetting some left-leaning users by promising to offer its services to any group, as long as they do not promote “hate speech” or discrimination.
On May 21st the firm said it had received $15m from the Omidyar Network, a philanthropy outfit funded by Pierre Omidyar, the founder of eBay. That will help further its goal to make campaigning and fundraising more of a science. All those in favour, sign here.
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Monitor
Stuck to the ground by red tape
Space technology: Dozens of firms want to commercialise space in various ways. Bureaucracy, not just gravity, is holding them back
 Jun 1st 2013  |From the print edition



IN THE past year commercial space start-ups have proposed everything from asteroid mining and lunar space-elevators to home-made satellites and private moonshots. Gravity, however, is not the only force preventing them from achieving lift-off. Although the cost of developing new space vehicles, products and services is high, just as much of a burden can be imposed by such intangible expenses as regulatory compliance, legal fees and insurance premiums. Art Dula, boss of Excalibur Almaz, a British firm touting trips to the moon aboard second-hand Russian spacecraft, says that so far his company has spent as much on navigating the legal and regulatory paperwork as it has on buying and refitting its Soviet-era space capsules for lunar travel.
The first obstacles facing any astropreneur, in the West at least, are America’s International Traffic in Arms Regulations, known as ITAR. Like guns and tanks, almost all rocket systems and space components require a licence for export. This includes shipping them abroad, but a licence is also needed if components are worked on, or merely shown to, a non-American. Tight ITAR controls on commercial satellite technology are reckoned to have almost halved American satellite manufacturers’ global market share since 1999. Space-tourism firms may even need export licences to carry foreign passengers on sub-orbital spaceplanes. Virgin Galactic, one such firm which hopes to start operations in New Mexico later this year, received an exemption from ITAR by designing its procedures so that passengers do not see what happens behind the scenes. But ITAR seems likely to complicate the company’s long-term plan to launch from a spaceport in Abu Dhabi.
Insurance is another consideration. Launching a rocket remains a risky business and insurers typically charge around 10% of the replacement value for payloads headed to orbit, a cost that can top $50m for sophisticated satellites. There is also the risk of a rocket going awry and damaging bystanders and property. Only twice have significant third-party claims been made: around $1.2m for damage caused by the break-up of the Columbia space shuttle on re-entry in 2003, and $30m after the explosion of a rocket carrying a satellite that devastated an American car park in 1997, luckily with no injuries.
Governments require private launches to carry substantial liability cover. Although premiums are relatively low, starting at around $275,000 for $100m of cover, this has been enough to discourage some small start-ups and academic researchers. Space-tourism ventures note that their vehicles are lighter and smaller and will fly in far less populated areas than commercial jets, which typically incur insurance costs of just a few thousand dollars per trip. Larger rockets launched in the United States benefit from federal indemnification that limits their exposure in the event of a truly catastrophic accident. The Federal Aviation Administration (FAA) demands insurance sufficient to cover its calculation of a maximum probable loss, averaging around $100m per launch. Any losses beyond that, up to around $2.7 billion, would be footed by American taxpayers. This indemnification is subject to regular renewal, however, and is due to expire at the end of the year.
Then there is the question of vehicle certification. The first private astronauts and space tourists may soon take to the skies in new launch vehicles, and the FAA has initially agreed to license commercial spacecraft without certifying, as it does for aircraft, that the vehicles are safe to carry humans. The idea is that specific safety criteria will become apparent only once the rockets are flying and (though it is rarely admitted) an accident eventually happens. This learning period will keep costs down for makers of the new spacecraft, even if significant compliance expenses are likely when it is over. The exemption was meant to have expired last year and was extended to the end of 2015. Commercial space companies are understandably keen for it to be extended again. “In the dawn of aviation, planes had 20 to 30 years before significant legislation applied,” says George Whitesides, the boss of Virgin Galactic.
For now, space tourists will be obliged to waive any claims against both the American government and the operator. They will also have to sign an informed-consent document acknowledging the risks of space travel. But some lawyers question whether informed-consent waivers will stand up in court. “If passengers are not rocket scientists, can they be truly informed to understand the risks they are assuming?” asks Rolf Olofsson, a lawyer specialising in space law.
Companies hoping to ferry NASA astronauts to the International Space Station (ISS) and beyond will experience extra scrutiny. SpaceX, a company that has already made two successful cargo deliveries to the ISS, is modifying its Dragon spacecraft so that it can carry up to seven astronauts. This means working alongside and ultimately being certified by NASA officials, who are writing regulations literally on the job. SpaceX hopes to launch its first manned mission by 2015. If it does not get airborne before the FAA’s certification exemption expires, whether in 2015 or later, the company may face two sets of regulations. “When the FAA does step in, if they have safety requirements that are completely different from the ones NASA has put forward, then we have a big problem,” says Garrett Reisman, a former astronaut who works for SpaceX.
Problems for space start-ups do not end at the edge of the atmosphere. Ambitious firms wanting to mine the Moon and asteroids are entering a legal grey area. A United Nations Outer Space Treaty from 1967 says nations cannot claim sovereignty over celestial bodies, but says nothing about individuals or businesses. Planetary Resources, a start-up hoping to use robots to mine asteroids, is lobbying to bring it up to date. “It would be great for the UN and the major space-faring nations to agree that if a company goes to an asteroid, they’d have the mineral rights for 100 years,” says its founder, Eric Anderson.
Yet this seems unlikely in an industry that does not even know what regulations it will face in two years’ time. Most space start-ups face the more immediate challenge that red tape is making it harder for them to get off the ground at all.
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Monitor
Concrete, heal thyself!
Civil engineering: A building material that can perform running repairs on itself, fixing small cracks and holes, is on the horizon
 Jun 1st 2013  |From the print edition

 If only it could fix itself 
IT IS useful stuff, concrete, but it does have drawbacks. One of the biggest is that it is not as weatherproof as the stone it often substitutes for. Salt and ice routinely turn microscopic fractures in its fabric into gaping holes. These let water soak in. That, in time, can cause the structure to fail. The upshot is that concrete needs constant repair by teams of workmen assigned to fill in the newly formed gaps, which is tedious and expensive. It would be better if the stuff could heal such damage by itself. And that, as he reports in Applied Materials & Interfaces, is exactly what Chan-Moon Chung of Yonsei University in South Korea hopes to get it to do.
Self-healing concrete is not a new idea. In 2009 a team at the Delft University of Technology in the Netherlands showed that it is possible to mix special bacteria, which release crack-sealing chemicals, into concrete before it is poured. These bacteria do, indeed, keep the concrete healthy—but only while they are alive. Experience shows that they last for no more than a year or so.
Dr Chung’s approach is chemical, not biological. He and his colleagues knew from laboratory tests that when two substances called methacryloxypropyl-terminated polydimethylsiloxane and benzoin isobutyl ether are mixed in the presence of sunlight, they are transformed into a protective waterproof polymer that sticks readily to concrete. The challenge was to pack these chemicals up in a way that would keep them safe until they were needed, and then release them. The solution was to put the healing balm inside tiny capsules made of urea and formaldehyde. These can keep the chemical mixture safely stowed away, but they rupture and release their contents when the concrete near them cracks.
To make the capsules, the team stirred together a solution of water, urea, ammonium chloride and a benzene derivative called resorcinol. They then added methacryloxypropyl-terminated polydimethylsiloxane, benzoin isobutyl ether and formaldehyde, and cooked the mixture for four and a half hours at 55{degree}C. This process caused the urea and the formaldehyde to form, as desired, capsules containing the two concrete-healing chemicals.
To deploy his capsules, Dr Chung mixed them into a liquid polymer, sprayed the mixture onto some concrete blocks and allowed the resulting film to solidify. He then cracked each block in turn and put the blocks out in the sun for four hours. As he hoped, the cracks in the concrete propagated into the polymer film containing the capsules, and cracked some of them open too, releasing their contents. These then set, on exposure to the sun, into a waterproof layer—a fact he proved by immersing the blocks in water.
After 24 hours he weighed the blocks to see how much water they had soaked up. On average, untreated concrete accumulated 11.3 grams of water. Concrete coated with capsule-free polymer took in 3.9 grams. But concrete covered with a polymer layer containing capsules absorbed just 0.4 grams. Just as Dr Chung hoped, the cracks had healed themselves.
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Monitor
A better waterworks
Medical technology: Artificial kidneys are getting closer to becoming a clinical reality, thanks to a range of advances
 Jun 1st 2013  |From the print edition



AN ARTIFICIAL kidney these days still means a refrigerator-sized dialysis machine. Such devices mimic the way real kidneys cleanse blood and eject impurities and surplus water as urine. But they are nothing like as efficient, and can cause bleeding, clotting and infection—not to mention inconvenience for patients, who typically need to be hooked up to one three times a week for hours at a time. Still, for 2m people around the world who suffer from chronic kidney failure, dialysis is the best option—unless they qualify for one of the 76,000 or so kidney transplants performed each year. Even those lucky few endure a lifetime on drugs to stop their bodies rejecting the foreign tissue.
A world in which new kidneys are grown using a patient’s own cells remains some way off. In the meantime, human patients are likely to be offered tiny versions of the dialysis machine. None is available yet, but last year America’s Food and Drug Administration (FDA) picked a couple of candidates to participate in a fast-track process called Innovation Pathway 2.0, which aims to bring promising medical gizmos to market more promptly.
The first is the Wearable Artificial Kidney (WAK), which was designed by Victor Gura of the Cedar Sinai Medical Centre, in Los Angeles, and is being developed by a firm called Blood Purification Technologies. Dr Gura’s device squeezes the old dialysis machine’s clunky warren of tubes and filters into something that weighs about 5kg and can be worn on a belt around the waist.
The WAK works by sucking blood from a patient’s vein and pumping it through a membrane that consists of hollow, semi-permeable fibres a few microns across. As the blood flows through the insides of these fibres, a waste-absorbing fluid, called a dialysate, flows the other way past their outsides. Since the concentration of metabolic waste is higher in the blood than in the dialysate, molecules smaller than the fibres’ pores diffuse from the blood and into the dialysate.
Manipulating the pressure of the blood and the dialysate allows molecules of different sizes to be extracted from the blood. These are removed from the dialysate by running it through a substance called a sorbent, which soaks up the waste and is binned once a day. Thus cleansed, the dialysate can be recycled, so the WAK needs less than half a litre of it, rather than the 120 litres used—and flushed down the drain—in old-fashioned dialysis.
A few years ago an early version of the WAK was tested on eight patients in London for up to eight hours at a time. Later this year a small trial at the University of Washington, in Seattle, will attempt to extend this to 24 hours, before proceeding to larger trials in hospitals, and ultimately unsupervised ones in patients’ homes.
The WAK does, however, suffer from a problem inherent in dialysis. Along with the bad substances it removes from the blood, some good stuff vanishes too. The FDA’s second pick, the implantable Renal Assist Device (iRAD), tries to avoid this by harnessing natural kidney cells’ ability to distinguish between wanted and unwanted molecules.
The iRAD, which is the size of a coffee cup, consists of two parts: a filter and a bioreactor, where the cells are stored. Though its layout is different from that of a natural kidney, it works in basically the same way. In a real kidney, part of the aqueous fraction of blood is squeezed out of it in filters called glomeruli, leaving blood corpuscles, platelets and dissolved proteins behind to be returned to the bloodstream. This aqueous liquid then passes through tubes whose cells absorb valuable chemicals, such as salt and glucose, and also some of the water. These, too, are returned to the bloodstream. What remains drains into the bladder as urine.
In the iRAD, a silicon filter stands in for the glomeruli. The silicon is organised into layers, into each of which millions of slit-shaped pores have been etched using techniques similar to those used to make computer chips. The pores’ clever engineering and tiny size (just a few billionths of a metre across) allowed the iRAD’s designers—William Fissell of Vanderbilt University, in Nashville, Shuvo Roy of the University of California, San Francisco, and H. David Humes of the University of Michigan—to dispense with an internal pump. Instead, the iRAD uses natural blood pressure supplied by the heart.
Once they have been separated, both fluid and filtrate are passed through the bioreactor. This consists of a series of silicon plates similar to those in the filter. In its case, though, some of the plates’ surfaces are covered with kidney cells (taken from human kidneys deemed unsuitable for transplant) of the type that line the urine-generating tubes.
Alternate spaces between the silicon plates carry fluid and filtrate. The cells, which line the spaces carrying the fluid but not those carrying the filtrate, extract glucose, salts and other desirables from the fluid and transfer them through the pores to the filtrate along with some of the water, just as would happen in a real kidney. What emerges, in different streams, is cleansed blood and urine.
Tests in both the laboratory and in pigs suggest the iRAD should work, but it is further away from clinical reality than the WAK is. Both devices would be expensive to buy, but cheap to run—and offer hope to the 95% of patients who die while awaiting a transplant.
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Monitor
Allo, allo
Desalination: A useful application may have been found for graphene: improving access to fresh water in the developing world
 Jun 1st 2013  |From the print edition

 Atomic-scale chicken-wire keeps the salt penned in 
ALLOTROPES of carbon—varying forms of the element in which the atoms are stuck together in different patterns—have a mixed record of practical use. Diamonds, famously, are a girl’s best friend. Graphite makes good pencil lead. But buckminsterfullerene, in which the atoms are arranged like the geodesic domes beloved of the eponymous American architect, though hailed as a wonder material, proved largely useless.
Graphene, which looks like atomic-scale chicken-wire, may be in the useful camp. At room temperature, it is the best conductor of heat yet found. It is being developed as a photoreceptor, to convert light into electricity. And now two groups of engineers, one at Lockheed Martin, an American aerospace company, the other at the Massachusetts Institute of Technology (MIT), are trying to use it to desalinate water. That could change the world.
Desalination plants usually employ a process called reverse osmosis, in which seawater is put under pressure on one side of a polymer membrane. Polymer molecules are long, snakelike affairs, and if you pick the right ones, they will tangle together in a way that leaves gaps big enough for water molecules to pass, but not big enough for the sodium and chloride ions of which salt is composed. These ions, being electrically charged, attract shells of water molecules that increase their effective diameter. The gaps in commercially available membranes for reverse osmosis are about half a nanometre across (a nanometre being a billionth of a metre). These let water through, but not the ions.
A graphene-based membrane would work similarly, except that the holes through which the water would pass would have to be punched through it deliberately, rather than happening spontaneously. But that would bring several advantages. First, they could be engineered to be of the optimum size. This is 1.2 nanometres across, a diameter that permits the passage of water more easily than a polymer membrane does, but is still small enough to hold back hydrated chloride ions. They, in turn, hold back the sodium ions since, being negatively charged, they attract the positively charged sodium. Second, the holes would all be of the same size, so there would be no gaps large enough to let sodium and chloride ions through. Third, pores punched in this way are straight, rather than being convoluted channels as is the case in a polymer membrane. That also speeds the water molecules’ passage.
The upshot, according to John Stetson, the engineer in charge of Lockheed’s end of the project, is that far less pressure would be needed to desalinate water than a polymer-based system requires. The seawater in a graphene desalination system would need a pressure of about 28 bar (400lb per square inch). That is between a half and a third of that in a traditional plant. Mr Stetson reckons graphene desalination plants should be 15-20% cheaper to run than traditional ones, because their lower pressure means they would need less energy, and they would also have much greater throughput.
The engineering problems remain formidable, though, according to Jeffrey Grossman, who runs the MIT end of things. Punching the holes precisely but cheaply on an industrial scale will be hard. Some chemicals might do it. So might a beam of electrons. David Cohen-Tanugi, also of MIT, says the exact benefits remain to be seen. It may not be diamond. But graphene could yet turn out to be the world’s best friend.
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Monitor
Zapping mosquitoes, and corruption
Technology and government: How the clever use of mobile phones is helping to improve government services in Pakistan
 Jun 1st 2013  |From the print edition

LIVE in a crowded South Asian city and a host of problems—smog, contagious disease, corruption—may plague you. Each winter, the air grows foul. The monsoon season brings mosquitoes, bloodsuckers capable of carrying nasties such as dengue and malaria. As cities expand and people are packed closer, they are more likely to pass on infections. Overwhelmed municipalities, especially if weakened by corruption, offer a weak response. In Lahore, Pakistan’s second-most populous city, there were 21,292 confirmed dengue patients in 2011, a particularly dire year. At least 350 of them died, victims of associated haemorrhages or shock.
The usual response is to send out fogging lorries to spray a choking mixture of insecticide (such as DDT) and kerosene to kill mosquitoes. Public officials also advise residents to drain every reservoir of water near their homes. Mosquito larvae flourish in puddles, even inside old tyres or old flower pots. But foggers sometimes spread their helpful poison too liberally, where no dengue-infected mosquitoes are present, or too rarely, perhaps neglecting poor neighbourhoods. Municipal workers skip puddle-hunting, or fail to tip chemicals into ponds to kill the larvae. Crooked workers sell their insecticides or refuse to spray without bribes from residents.
After their especially grim spell, Lahore’s authorities last year looked for ways to use technology—in particular cheap, widely available smartphones—to help them put up a better fight against the mosquitoes. They equipped 1,500 city workers with $100 smartphones and asked them to take “before and after” photographs of their anti-dengue tasks and to upload images, tagged by location, so that they could be plotted on an online map, made available to the public. They also recorded where larvae were spotted (usually in traps), and reported the locations of known dengue patients.
The resulting data were then analysed to create a visualisation showing where and when dengue was infecting people. It was then possible to predict where dengue-infected mosquitoes would buzz up next, so that fogging and larvae-hunts could be targeted appropriately. The use of smartphones also had more subtle effects. Knowing they were being monitored and tracked in public, municipal workers also applied themselves more assiduously to their tasks. Anyone looking at the online map could see if the work being done in a particular area was adequate—and complain if it was not.
All this seems to have worked. Last year Lahore suffered just 255 dengue cases, and no deaths, says Umar Saif, a computer scientist seconded to the Punjab provincial government who oversaw the tracking side of the project. Strong political interest helped, too. The chief minister of Punjab, Shahbaz Sharif, who was re-elected in May, led daily meetings on the anti-dengue fight. Of course, 2012 might simply have been a milder year for dengue than 2011, so the effectiveness of the new approach will become apparent only after a few more years. Already, however, the Punjab government is extending the use of mobile phones to gather data and improve broader public services.
Other officials, such as veterinarians who are paid to travel to farms to deworm cows, have to take smartphones to record themselves at work and upload geotagged self-portraits to an official website. This makes it possible to check that they are actually turning up for work. They are also required to record the phone numbers of farmers they visit, some of whom are randomly called afterwards to be asked if the service was up to scratch.
Mr Saif is also trying out a model devised by Zubair Bhatti, a former Pakistani local-government official who now works for the World Bank. It involves making random calls to users of public services—including the police, health services and administrative services such as registering property—to inquire about the quality of service and whether they were asked to pay a bribe. Anyone who volunteers his mobile-phone number (so far, more than 1.3m people have signed up) will get a two-minute robocall from Mr Sharif, the chief minister. He explains that they will shortly receive a text message reviewing their encounter with a local official.
Even among the poorest fifth of households, 80% now use phones, so the technology can reach almost everyone. Illiteracy is a problem, but the chief minister’s call alerts a recipient to get help, if needed, with reading the text message when it arrives. It contains a specific question: did the police respond, as required, within 15 minutes of your emergency call? Were you asked for a bribe at the hospital, or when registering property? By collating the responses it is possible to spot problem departments and crooked officials.
Around 25,000-30,000 automated calls are now being made each day, and “we are gathering remarkable data on who is corrupt and where,” says Mr Saif. It is heartening that in the first two months after the scheme began, 60% of respondents said they were happy with their recent experiences of public services. That could help put anger over corruption into perspective. It is striking, too, that many complaints were over unclean offices, unclear fees for official services and petty frustrations, rather than corruption alone.
Either fight, against dengue or shoddy public services, could yet be reversed in Lahore. Smartphones, geotagged photos and canvassing for public feedback only help if the data gathered are acted upon. But phones are letting sunlight shine brighter on the workings of public services in Lahore. If they work as a disinfectant there, others may follow its lead.
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Monitor
Expanding care
Medical technology: A new technique aims to prevent blood loss and save lives by using a rapidly expanding foam
 Jun 1st 2013  |From the print edition



ON OBSERVING that most injured soldiers died before receiving medical attention, Dominique-Jean Larrey, a young surgeon in Napoleon’s army, proposed installing surgical teams near the front lines. Horse-drawn carriages would whisk the wounded from the battlefield to the closest field hospital, dramatically reducing casualties. Today the whisking is done by helicopter or ambulance and the treatment on arrival is incomparably better.
But whereas clever bandages help deal with external injuries, little progress has been made in helping soldiers with innards ravaged by bullets or shrapnel survive the trip to the operating table. Upma Sharma and her colleagues at Arsenal Medical, a start-up based in Massachusetts, hope to change that. They are developing a way to help a field medic stanch blood loss from punctured organs.
Over the past decade researchers have experimented with injecting a variety of foaming agents into the abdomen to absorb and clot blood gushing from an internal injury. These efforts stumbled, however, because the rate at which blood was being lost outpaced the foam’s capacity to soak it up.
Arsenal Medical’s technology uses two types of liquid, called polyol and isocyanate. When injected through the navel, they react to form a polyurethane polymer. In the process, they rapidly expand to 30 times their original volume, forcing the abdomen to distend and allowing the resulting foam to access all the nooks and crannies of the abdominal cavity. Within a minute, the foam solidifies into a cast around all the internal organs within the cavity, applying enough pressure to stanch bleeding in the affected areas without inhibiting uninjured organs.
After testing 1,200 different formulations, the team hit upon a combination of liquids which expands and solidifies at the right rate (too slow and the foam would be pushed back by the pressure of the gushing blood; too quick and it would solidify before it fills the cavity). It also wraps snugly around the organs and is easily removed during surgery.
As bullets and bombs get better at taking life, it is heartening to know that modern medicine is becoming better equipped to preserve it.
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Difference engine
Everlasting light
Lighting technology: There is a light that never goes out—it just gradually dims over many years. Solid-state lighting based on light-emitting diodes also has many other advantages over older types of bulb
 Jun 1st 2013  |From the print edition



AFTER a streetlight opposite his home stopped working, your columnist started noticing others on his California hillside that had also gone dark. Twice he reported the matter, to no avail. Then, after months of darkness, a crew appeared with an elevator truck and replaced all the low-pressure sodium lamps in the street with solid-state light-emitting diode (LED) lamps. They have turned night into day.
Not that there is anything wrong with the old sodium-discharge lamps. Producing practically all their light at a wavelength near the peak sensitivity of the human eye gave them a theoretical luminous efficacy of 200 lumens per watt of electricity consumed, though their real-world performance is around two-thirds that. The new white LEDs used in his street are rated at around 100 lumens per watt. Compact fluorescent lights (CFLs) used in the home produce 60 lumens per watt, while traditional incandescent bulbs emit a miserly 15 or so. In terms of energy savings, then, LED streetlights are contenders but not champs. But they have other advantages. One is longevity: they simply do not burn out, but gradually lose their brightness over the years.
The usual measure of an LED lamp’s economic life is its L70 rating—the time taken for its brightness to fall to 70% of its original value. Municipalities and commercial users expect to get ten years or more from LED lamps before that happens. Low-pressure sodium lamps, by contrast, last typically three or four years before starting to consume lots more power. Add to this the cost of changing an LED streetlamp—around $60, versus over $200 for a sodium lamp—and the lower maintenance costs alone can make the switch worthwhile. There are performance benefits, too. Unlike sodium lamps, LEDs turn on immediately, rather than taking minutes to warm up. They are also better at displaying colours. And recent research has shown that white light provides better visual perception than yellowish-orange sodium light. This stems from the way different photoreceptor cells in the eye, called rods and cones, perform their different tasks.
In daylight, vision is handled largely by cone-shaped cells packed around the centre of the retina. Apart from processing colour, cone cells help the eye perceive detail and rapid changes in surroundings. In the dark, by contrast, perception is handled almost exclusively by the more sensitive rod-like cells towards the retina’s periphery. For people driving at night, however, artificial lighting means conditions are usually neither pitch-dark nor light enough to see using cones alone.
Moreover, as a vehicle moves through patches of lighter and darker illumination, both rods and cones are required, and the demands on them change constantly. When it is briefly lighter, the eye is more sensitive to greenish-yellow light. When darker, it responds best to light in the greenish-blue part of the spectrum. It turns out that white LED lamps do a better job of meeting these conflicting requirements than sodium lamps can manage—and they do it at lower power levels, to boot. There could therefore be some energy savings from switching to LED streetlights after all.
Lighting accounts for roughly 17% of the electricity used in the United States. Reducing waste—through the introduction of solid-state technologies that convert a lot more of the energy into light—would cut that figure. LEDs convert more than 75% of the energy they consume into light; incandescents no more than 5%, the rest being turned into heat. An American law passed in 2007 required that light bulbs consuming 100 watts or more should use 27% less electricity by 2012. Bulbs rated at 40 watts and up would have to do the same by 2014.
Although some of the latest incandescent bulbs could more than meet the new efficiency standard, traditional tungsten-filament bulbs did not stand a chance. Meanwhile, CFLs had begun to acquire a poor reputation. Few lived up to their claim of longer life, especially when they were switched on and off repeatedly, or used in recessed ceiling lights where heat could build up and fry their circuitry. And though LED bulbs have a total-cost-of-ownership significantly less than that of sodium or other forms of industrial lighting, and have proved their worth to municipalities and businesses, they have yet to do the same for residential users.
That is hardly surprising, given an upfront cost of anything from $25 to $60 (before possible rebates from electricity suppliers) for an LED bulb with the luminous flux of a 100-watt incandescent light. Your columnist plans to upgrade his original 4.2 kilowatts’ worth of domestic indoor and outdoor lighting with LED equivalents, one lamp at a time, as the existing bulbs (mostly compact fluorescents) burn out. Replacements for 100-watt floodlights tend to cost around $40 a piece. But the popular 60-watt-equivalent can now be had for as little as $14.
Getting cheaper and smarter
Not all LED lamps, however, are created equal. Some of the cheaper ones have a chilly blue cast. None has quite the full complement of colours of the profligate tungsten-filament bulb, with its wide palette of wavelengths in the visible spectrum. The usual measure of a light source’s ability to reproduce colours faithfully is the Colour Rendering Index (CRI). By convention, incandescent bulbs are assigned a CRI of 100. Cheap LEDs can have a CRI of 50 or less. A really good one—such as the $50 Philips LED bulb that won the Department of Energy’s $10m “L-Prize” for exceeding all the set requirements for a 60-watt-replacement—has a CRI of 93. Most LEDs have CRIs of 80 to 85.
Like their industrial brethren, LED bulbs for domestic use will get cheaper and smarter. Already, both Philips and a start-up called LIFX sell bulbs that can be controlled remotely via a smartphone app and change colour on demand. And that is just the beginning. The LIFX can change colour to music, and the Philips Hue bulb can adjust its brightness and colour to mimic a sunrise each morning. Gimmicks, perhaps, but this sort of thing shows how lights are poised to become just another network appliance. Bulbs will be an important part of the “internet of things”, in which everything talks to everything else.
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Reinventing the train
Ideas coming down the track
Transport: New train technologies are less visible and spread less quickly than improvements to cars or planes. But there is still plenty of innovation going on, and ideas are steadily making their way out onto the rails
 Jun 1st 2013  |From the print edition



COMPARED with other modes of transport, train technology might seem to be progressing as slowly as a suburban commuter service rattling its way from one station to another. Automotive technology, by contrast, changes constantly: in the past decade satellite-navigation systems, hybrid power trains, proximity sensors and other innovations have proliferated. Each time you buy a new car, you will notice a host of new features. Progress is apparent in aircraft, too, with advances in in-flight entertainment and communication, fancy seats that turn into beds, and quieter and more efficient engines. Trains, meanwhile, appear to have changed a lot less.
This comparison is not entirely fair. For one thing, people buy their own cars, so they pay more attention to automotive innovation. Carmakers are engaged in a constant arms race, trumpeting new features as a way to differentiate their products. Nobody buys their own trains. Similarly, air passengers have a choice of competing airlines and are far more likely to be aware of the merits of rival fleets than they are of different types of train. In addition, notes Paul Priestman of Priestmangoode, a design consultancy that specialises in transport, trains have longer lives, so technology takes longer to become widespread. The planning horizon for one rail project he is working on extends to 2050. “You have to think about longevity, whereas the car industry wants you to buy a new car in two years,” he says.
Yet there is no shortage of new ideas, and they are steadily making their way out onto the rails. Better technologies are delivering everything from improved traction, braking and route-planning to sleek levitating trains designed to glide on air at an astounding 500kph (310mph). Energy-efficiency and safety are up, and derailments are down. There are schemes to transfer electrical energy from braking trains into local power grids, and even more radical plans for “moving platforms” that dock with high-speed trains.
For proponents of rail transport, such developments strengthen the political and economic case for favouring trains over roads or short-haul air travel. In 2011 a European Commission “roadmap” document on transport strategy called for a trebling of high-speed rail capacity in Europe, and further investment in urban networks, with the goal of halving the use of fossil-fuel-powered cars in cities within two decades. That seems optimistic. But high oil prices, clogged roads and rising demand for passenger and freight capacity have prompted widespread talk of a “rail renaissance” which will accelerate the adoption of new technologies.
To see how train technology is changing, start where the wheels meet the track. When rails are unevenly worn, damp, greasy or caked with decaying leaves, a wheel can temporarily lose full adhesion and start spinning faster than the train is moving. This slippage wastes energy and reduces pulling power. In recent years both diesel and electric trains have been fitted with computer systems that reduce power to a slipping wheel until it grabs the track. The computers also instruct sprayers to spew sand between wheels and rail when extra traction is needed. In difficult conditions, a locomotive may spray three tonnes of sand in just 24 hours.
Gaining traction
One new locomotive with such “slip control”, GE’s PowerHaul, enabled a customer to lengthen its single-locomotive coal trains from 26 to 31 cars. Computerisation has also allowed an operator’s actions to be automatically replicated by “slave locomotives” placed throughout the train. Using such “distributed power” is safer than yelling instructions into a radio for a locomotive operator at the end of the train, notes Carl Van Dyke of Oliver Wyman, a consultancy. It also makes trains of 200 or more cars possible. This largely explains how America, Canada and Mexico increased throughput on their networks by about 90% in the two decades to 2006, he says, even as net track in service decreased.
Brakes are also getting an upgrade. Stopping a train can take so long that locomotive-operators, also known as engineers, often have time to contemplate their fate before an impact. “Your life races before you,” says a former operator who, years ago in Alabama, helplessly watched as his freight train, its emergency brakes screeching, headed towards a stalled truck that ultimately managed to pull off the tracks in time. Stopping a train pulling a hundred cars at 80kph can require 2km of track. Road accidents take far more lives, but 1,239 people were killed in more than 2,300 railway accidents in 2011 in the European Union alone.
Much of the problem is that the faster a train’s wheels are spinning, the hotter its brake shoes get when engaged. This reduces friction and hence braking power, a predicament known as “heat fade”. Moreover, nearly all trains power their brakes with compressed air. When switched on, air brakes activate car by car, from the locomotive to the back of the train. It can take more than two minutes for the signal to travel via air tubes to the last car.
 Things have moved on a bit since the early 19th century 
Modern trains have brawnier brake-shoe materials made with resins, elastomers and mineral fibres that can apply greater friction at higher temperatures with less “judder”, or shaking. Most important, brakes can now be triggered electronically, so that they can be activated on all cars at once. In America such “electronically controlled pneumatic brakes” were first used on a freight train just six years ago. Wiring up trains is expensive and, for now at least, makes it difficult to quickly swap cars in and out. But the technology is spreading, especially among mining firms that operate extremely long trains. This has reduced the number of runaway trains, which result when a downhill incline causes a train to accelerate beyond its braking capacity.
Networking software
Inadequate brakes are not the only cause of derailments, however. Train cars can also be thrown from the tracks if braking is too forceful. The more a train car weighs, the harder it pushes into the car in front of it during decelerations or downhill runs. Lighter cars are sometimes pushed up and off the tracks by heavier cars behind them. Railway engineers have long known that lighter cars should be placed at the end of trains, but cars of varying weight may be continually loaded, unloaded, added and removed along a route, altering the complex compression forces that can shove lighter cars off the tracks. Fortunately, software that simulates “train dynamics” can work out how best to load and sequence cars by analysing a given route.
A train might safely tow 8,000 tonnes behind an empty car on a straight track across a plain, but only 3,000 tonnes on curvy or sloping track. TÜV Rheinland Rail Sciences, a firm based in Atlanta, typically charges a few thousand dollars to analyse a route and up to $50,000 for a big network. Its software takes account of trade-offs: one possible train configuration might be slightly more stable but could produce a net increase in risk due to the odds of an accident during the more complex marshalling-yard work that would be required.
Such software is becoming more valuable thanks to technology that weighs moving trains. The trick involves welding a metal “strain gauge”, the size of a postage stamp, to the side of a rail. When passing wheels bend the rail slightly, changes in the gauge’s electrical resistance reveal the car’s weight. Roughly 200 such set-ups weigh passing rolling stock, for the most part in America, Australia, Canada and Mexico, says Gary Wolf, boss of TÜV Rheinland Rail Sciences. Most instantly report data via the web to railway operators who can then reconfigure a precarious train or adjust brake settings on cars. In the last five years accidents due to poor weight distribution have fallen dramatically, says Canada’s Transportation Safety Board.
 “It is time to rethink the way railways work, which is stuck in a Victorian-era, pre-internet mindset.”

Operators are trained to achieve “golden runs”—on-time journeys that consume no more energy than the minimum physically required by each route, says Rodney Case, a former executive at France’s SNCF rail company. On Paris-Marseille runs, for instance, France’s fast TGV passenger trains use hilly terrain near Lyon to speed up and brake without consuming or wasting power. But passenger trains are short and light with uniformly distributed weight. For a long freight train to save fuel in this way, software is needed.
Norfolk Southern, an American rail operator, now pulls roughly one-sixth of its freight using locomotives equipped with “route optimisation” software. By crunching numbers on a train’s weight distribution and a route’s curves, grades and speed limits, the software, called Leader, can instruct operators on optimum accelerating and braking to minimise fuel costs. Installing the software and linking it wirelessly to back-office computers is expensive, says Coleman Lawrence, head of the company’s 4,000-strong locomotive fleet. But the software cuts costs dramatically, reducing fuel consumption by about 5%. That is a big deal for a firm that spent $1.6 billion on diesel in 2012. Mr Lawrence reckons that by 2016 Norfolk Southern may be pulling half its freight with Leader-upgraded locomotives. A competing system sold by GE, Trip Optimizer, goes further and operates the throttle and brakes automatically.
Electric trains are also becoming more efficient, thanks in part to the use of new materials. Quebec’s Bombardier is building monorail lines in Riyadh and São Paulo for trains that are 25% lighter than traditional metropolitan rolling stock. A maker of aeroplanes as well as trains, Bombardier has designed its new Innovia Monorail 300 using weight-saving ideas borrowed from aerospace engineering. It will require 10% less energy per passenger than a traditional metro train, says Chris Field of Bombardier, who is overseeing the São Paulo project. Weight reductions also mean that the monorail can be built on an elevated guideway for less than 60% of the cost of an elevated metro track.
Building track with overhead wires, known as catenary lines, to deliver power increases costs by about 10%, says Rainer Gruber, an electrification expert at Siemens, a German industrial giant. And yet a lot of such electrified track is being built, not least because high-speed trains use it. Within the EU, there are more than 6,800km of track capable of carrying trains at 200kph or faster, more than twice the amount there was in 2000. A further 2,127km of high-speed track are under construction in France, Germany and Spain. China expects to have 6,700km of track for trains that travel at 300kph or faster in less than two years. Other countries building high-speed lines include Algeria, Russia, Saudi Arabia, South Korea and Turkey.
Delivering power
The boom is partly due to electric trains’ efficiency. Accelerating a passenger train to 300kph and holding that speed for 100km costs only about €155 ($200) in Italy, says Valerio Recagno of D’Appolonia, an Italian engineering consultancy. Moreover, regenerative brakes can recover much of a slowing train’s kinetic energy and convert it back into electrical energy. This is hard to store, but can be transmitted across the grid if there is another train needing to accelerate within about 30km. And if there is not, Siemens has designed “static frequency converters” that turn electrical energy from braking trains into a sort that can be fed into the public grid and used to power homes and factories. This is now done in more than 20 locations in Germany, with a conversion loss of just 2%. Dr Gruber reckons that this is Siemens’s most significant electrical innovation of the past decade.
Another new twist in railway electrification is being deployed in city centres. Overhead catenaries are unsightly, are dangerous in bad weather and can obstruct firefighters. But delivering power through a “third rail” also poses safety problems, particularly for trams running on city streets. So Alstom, a French engineering giant, has devised a system that uses a wireless signal, transmitted by a moving tram, to switch on the third rail only in the section covered by the tram. This increased the cost of building a 2km stretch of tramway in Bordeaux by about €8m. Even so, Alstom is building more lines using the technology in the French cities of Angers, Orléans and Tours, as well as in Dubai.
A more radical approach to powering trains is that proposed by Russian Railways, which says it is designing a nuclear-powered train in conjunction with Rosatom, the state nuclear giant. Able to generate immense power, such a train could, in theory, move extremely fast or be used to supply power to a remote town or industrial site, using an on-board reactor similar to those found in nuclear submarines. Even if this nuclear-powered train takes to the rails, however, concern about the consequences of a derailment will probably impede widespread adoption.
A different sort of futuristic train propulsion is already hurtling passengers between Shanghai and its airport at 430kph. At that speed, it is hard to maintain smooth contact between a catenary and roof-mounted mechanical linkage, or pantograph, not to mention between wheels and track. Instead, the Shanghai Transrapid uses magnetic levitation. Described as “electronically controlled flight” by the North American Maglev Transport Institute, the system pushes maglev trains along a magnetic field powered by electricity surging through a guideway a few centimetres beneath them. Sensors measure this distance 300,000 times a second and adjust magnetic power accordingly.
A maglev train is akin to a surfboard riding a magnetic wave, says John Harding, formerly chief maglev scientist at America’s Federal Railroad Administration. With most of the propulsion kit in the guideway, maglevs are so light they consume about a third less energy than fast conventional trains, according to ThyssenKrupp Transrapid, the German firm behind the Shanghai line. Proponents point out that maglevs can climb steep grades, accelerate more quickly and quietly than ordinary trains, and require less maintenance. In Japan construction has begun on a 290km line designed to carry maglevs between Tokyo and Nagoya at an unprecedented 500kph.
Even so, maglev may remain a niche technology, says Dr Harding. He reckons it costs at least 10% more to build maglev guideways than conventional tracks; other estimates are far higher. Another concern is that maglev railway projects are based on proprietary technology, making operators dangerously dependent on a single supplier, says Dagmar Blume of Bombardier, which dropped out of the consortium building the Shanghai line. On its website, ThyssenKrupp Transrapid boasts that it “enjoys an exclusive market position” to supply key maglev components.
A “moving platform” scheme proposed by Priestmangoode is more technologically ambitious than maglev trains even though it relies on conventional rails. Local trains would use side-by-side rails to roll alongside intercity trains and allow passengers to switch trains by stepping through docking bays. This set-up solves several problems, says Mr Priestman. Stopping high-speed trains wastes energy and time, so why not simply slow them down enough for a moving platform to pull alongside? This would also let high-speed trains skirt cities as moving platforms ferry passengers to and from the city centre.
 A “moving platform” would allow transfers between local and intercity trains 
“If we can dock in space, why can’t we do this?” asks Mr Priestman. His wider aim is to encourage a rethinking of the way railways work, which is currently, he says, stuck in a Victorian-era, “pre-internet” mindset. He would like to see greater integration and easier transfers between different rail networks; the moving-platforms concept is the logical conclusion of this approach. “If we are going to get people out of cars, and out of short-haul and long-haul air travel, railways are the way forward,” he says. “We just have to think differently about them.”
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Hypersonic missiles
Speed is the new stealth
Hypersonic weapons: Building vehicles that fly at five times the speed of sound is amazingly hard, but researchers are trying
 Jun 1st 2013  |From the print edition



ON AUGUST 20th 1998 Bill Clinton ordered American warships in the Arabian Sea to fire a volley of more than 60 Tomahawk cruise missiles at suspected terrorist training camps near the town of Khost in eastern Afghanistan. The missiles, flying north at about 880kph (550mph), took two hours to reach their target. Several people were killed, but the main target of the attack, Osama bin Laden, left the area shortly before the missiles struck. American spies located the al-Qaeda leader on two other occasions as he moved around Afghanistan in September 2000. But the United States had no weapons able to reach him fast enough.
After the terrorist attacks of September 11th 2001, American officials decided that they needed to obtain a “prompt global strike” capability, able to deliver conventional explosives anywhere on Earth within an hour or two. One way to do this would be to take existing intercontinental ballistic missiles (ICBMs) and replace the nuclear warheads with standard explosives. The hitch is that ballistic missiles are usually armed with nuclear warheads. A launch could therefore be misconstrued as the start of a nuclear strike, says Arun Prakash, a former Chief of the Naval Staff, the top job in India’s navy.
Moreover, ICBMs carrying conventional explosives towards targets in Asia or the Middle East would at first be indistinguishable from those aimed at China or Russia, according to a paper issued by the Congressional Research Service, an American government-research body. This uncertainty might provoke a full-scale nuclear counterattack. In the years after 2001 funding for non-nuclear ballistic missiles was repeatedly cut by Congress, until military planners eventually gave up on the idea. Instead, they have now pinned their hopes on an alternative approach: superfast or “hypersonic” unmanned vehicles that can strike quickly by flying through the atmosphere, and cannot be mistaken for a nuclear missile.
These hypersonic vehicles are not rockets, as ICBMs are, but work in a fundamentally different way. Rockets carry their own fuel, which includes the oxygen needed for combustion in airless space. This fuel is heavy, making rockets practical only for short, vertical flights into space. So engineers are trying to develop lightweight, “air breathing” hypersonic vehicles that can travel at rocket-like speeds while taking oxygen from the atmosphere, as a jet engine does, rather than having to carry it in the form of fuel oxidants.
The term hypersonic technically refers to speeds faster than five times the speed of sound, or Mach 5, equivalent to around 6,200kph at sea level and 5,300kph at high altitudes (where the colder, thinner air means the speed of sound is lower). Being able to sustain flight in the atmosphere at such speeds would have many benefits. Hypersonic vehicles would not be subject to existing treaties on ballistic-missile arsenals, for one thing. It is easier to manoeuvre in air than it is in space, making it more feasible to dodge interceptors or change trajectory if a target moves. And by cutting the cost of flying into the upper reaches of the atmosphere, the technology could also help reduce the expense of military and civilian access to space.
All this, however, requires a totally different design from the turbofan and turbojet engines that power airliners and fighter jets, few of which can operate beyond speeds of about Mach 2. At higher speeds the jet engines’ assemblies of spinning blades can no longer slow incoming air to the subsonic velocities needed for combustion. Faster propulsion relies instead on engines without moving parts. One type, called a ramjet, slows incoming air to subsonic speeds using a carefully shaped inlet to compress and thereby slow the airstream. Ramjets power France’s new, nuclear-tipped ASMPA missiles. Carried by Rafale and Mirage fighter jets, they are thought to be able to fly for about 500km at Mach 3, or around 3,700kph.
It’s not rocket science
But reaching hypersonic speeds of Mach 5 and above with an air-breathing engine means getting combustion to happen in a stream of supersonic air. Engines that do this are called supersonic-combustion ramjets, or scramjets. They also use a specially shaped inlet to slow the flow of incoming air, but it does not slow down enough to become subsonic. This leaves engineers with a big problem: injecting and igniting fuel in a supersonic airstream is like “lighting a match in a hurricane and keeping it lit,” says Russell Cummings, a hypersonic-propulsion expert at California Polytechnic State University.
One way to do it is to use fuel injectors that protrude, at an angle, into the supersonic airstream. They generate small shock waves that mix oxygen with fuel as soon as it is injected. This mixture can be ignited using the energy of bigger shock waves entering the combustion chamber. Another approach is being developed at the Australian Defence Force Academy. In a process known as “cascade ionisation”, laser blasts lasting just a few nanoseconds rip electrons off passing molecules, creating pockets of hot plasma in the combustion chamber that serve as sparks.
Scramjet fuel must also be kept away from the wall of the combustion chamber. Otherwise, it might “pre-ignite” before mixing properly, blowing up the vehicle, says Clinton Groth, an engineer at the University of Toronto who is currently doing research at Cambridge University in England (and who has consulted for Pratt & Whitney and Rolls-Royce, two engine-makers). To complicate matters further, scramjets move too fast for their internal temperature and air pressure to be controlled mechanically by adjusting the air intake. Instead, as scramjets accelerate, they must ascend into thinner air at a precise rate to prevent rising heat and pressure from quickening the fuel burn and blowing up the combustion chamber.
In other words, igniting a scramjet is difficult, and keeping it going without exploding is harder still. Moreover scramjets, like ramjets, cannot begin flight on their own power. Because they need to be moving quickly to compress air for combustion, scramjets must first be accelerated by piggybacking on a jet plane or rocket. There are, in short, formidable obstacles to the construction of a scramjet vehicle. Even though the idea has been around since the 1950s, it was not until the 1990s that a scramjet was successfully flight-tested by Russian researchers, working in conjunction with French and American scientists—and some experts doubt that those tests achieved fully supersonic combustion.
 HyShot goes supersonic down under 
The next step forward came in July 2002, when a British-designed scramjet vehicle was successfully flown in Australia by researchers at the University of Queensland. The HyShot scramjet flew at Mach 7.6 for six seconds. But this was not controlled flight of a scramjet vehicle: instead the HyShot was launched on a rocket into space, and its engine was then ignited as it fell, nose pointing downwards, at hypersonic speed back towards the ground.
More recently America’s space agency, NASA, has made progress with two experimental scramjet vehicles, both of which are dropped from a carrier plane and then accelerated using a rocket booster. The unmanned, hydrogen-fuelled X-43A scramjet accelerated to a record Mach 9.68 in November 2004. This was the first fully controlled flight of a scramjet-powered vehicle, though it lasted only ten seconds.
NASA is now concentrating on another test vehicle, the X-51A Waverider. In its first test, carried out in May 2010, the X-51A reached Mach 5, but not a hoped-for Mach 6, during a flight lasting roughly 200 seconds. Subsequent tests in June 2011 and August 2012 both failed. In a test flight on May 1st 2013, however, the X-51A maintained a speed of Mach 5.1 for four minutes, in the longest scramjet flight on record.
The unsheltering sky
In 2010 the head of America’s Pacific Command, Admiral Robert Willard, said that a Chinese programme to convert a nuclear ballistic missile into an aircraft-carrier killer, by packing it with conventional explosives, had reached “initial operational capability”. The DF-21D, as it is called, is designed to descend from space at hypersonic speed and strike ships in the Western Pacific. Even though the accuracy of the DF-21D’s guidance system is unknown, the missile is already altering the balance of power within its range, says Eric McVadon, a consultant on East Asian security and a former US Navy rear-admiral.
 “America is slowly losing the strategic advantage that its stealth warplanes have long provided.”

Having ruled out such systems due to the “nuclear ambiguity” a launch would cause, and with powered hypersonic vehicles descended from the X-51A still years away, America has begun testing yet another approach. As part of an effort called Project Falcon, the US Air Force and DARPA, the research arm of America’s armed forces, have developed hypersonic “boost-glide” vehicles that piggyback on a modified ICBM and achieve hypersonic speeds simply by falling from a high altitude, rather than using a scramjet.
The “hypersonic cruise vehicle” (pictured on previous page), is carried on an ICBM into the lower reaches of space where it separates, and, rather than following an arching ballistic trajectory, glides back to Earth at more than 20,000kph. The first vehicle, tested in April 2010, successfully separated from its ICBM, but about nine minutes later contact was lost. “They were getting good data and then the skin peeled off and it went boom,” says Brian Weeden, a former air-force captain and nuclear-missile launch officer stationed in Montana. A test in 2011 also failed.
In spite of such setbacks, research into hypersonic weapons will continue. Building a vehicle capable of gliding at Mach 16 is difficult, but not impossible. America’s space shuttle used to re-enter the atmosphere at Mach 25, so fast that friction heated air molecules into a layer of plasma around the craft that radio signals could not penetrate. New “ceramic matrix composites” show great heat-shielding promise, says Sankar Sambasivan, the boss of Applied Thin Films, a company in Illinois that makes parts for military aircraft.
Testing equipment is also improving. Heat and pressure sensors, and even video cameras, can be embedded in vehicles to gather data as they fly, providing “a level of detail and fidelity that we’ve never had before,” says Ken Anderson, head of hypersonic air vehicles at Australia’s Defence Science and Technology Organisation. Better wind tunnels help, too. The one at Belgium’s Von Karman Institute for Fluid Dynamics can generate short blasts of air at Mach 14. This is done by cooling the test chamber, reducing the speed of sound and thereby increasing the Mach number of air forced in with a piston.
Last year a DARPA statement noted that America is gradually losing the “strategic advantage” that its stealth warplanes have long provided, as other countries’ stealth and counter-stealth capabilities continue to improve. Instead, DARPA suggested, America will need “the new stealth” of hypersonic vehicles. Similarly, Russia’s deputy prime minister, Dmitry Rogozin, remarked last year that the design of hypersonic missiles had become a priority for the country. Getting anything to work at all under hypersonic conditions is extraordinarily difficult—but the effort continues even so.
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Inside story
In praise of celestial mechanics
Space technology: Fixing an unmanned spacecraft that is thousands or millions of miles away sounds impossible, but has been done many times
 Jun 1st 2013  |From the print edition



THE launch on March 1st of the Falcon 9 rocket, carrying a Dragon cargo capsule (pictured) to the International Space Station, went perfectly. But once the capsule had reached orbit, a problem emerged: only one of its four sets of thrusters was working. The spacecraft was drifting, unable to stabilise itself, let alone dock with the space station. Its tumbling motion meant it could not turn its solar panels towards the sun and made communication difficult. Engineers at SpaceX, the private firm that has a $1.6 billion contract with NASA, America’s space agency, to fly at least 12 cargo missions to the station, had to find a way to rescue the craft in the few hours before its battery ran out.
Assuming that the problem was caused by blocked valves, the SpaceX team wrote software telling the Dragon to increase and then suddenly decrease the pressure upstream of the valves, hoping that this “pressure hammering” would unblock things. The code was uploaded to the spinning Dragon using powerful radio dishes provided by the US Air Force. Once activated, the software forced the blocked valves open one by one, and within five hours control of the spacecraft had been restored. At a press briefing, Elon Musk, SpaceX’s founder, called it “the equivalent of the Heimlich manoeuvre”.
The problem, it transpired, had been caused by a tiny change made by a supplier to the design of the valves. Once rescued, the Dragon completed the rest of its mission smoothly. This was the latest example in a decades-long tradition of long-distance fixes, in which mission controllers restore stricken spacecraft to health, or extend their working lives, using a combination of technical skill, improvisation, good fortune—and the old standby of simply switching things off and on again and hoping for the best.
An early instance of such space-hacking involved Mariner 10, an accident-prone NASA probe that performed fly-bys of Venus and Mercury in 1973. It suffered from short-circuits, faulty radio and power systems, an unreliable tape-recorder, the failure of its camera heaters and, most worryingly, the loss of much of the gas that supplied its stabilising thrusters. This last problem was cleverly overcome by repositioning the craft’s solar panels and main antenna so that they acted as solar sails, stabilising the probe via the gentle pressure of sunlight.
 Galileo had antenna trouble 
In the 1990s Galileo, a NASA probe sent to Jupiter, was another beneficiary of the long-distance fixers’ art. Its main antenna, folded up like a giant umbrella, failed to open properly after launch. The probe was repeatedly turned towards and away from the sun, in the hope that thermal expansion and contraction would free the antenna, but to no avail. Next, the antenna-deployment motors were switched on and off thousands of times, but the antenna remained jammed. Further efforts involved switching on the motors while spinning Galileo on its axis, and also when it reached the point of its maximum acceleration around Jupiter. Eventually the team gave up on the main antenna and remotely reprogrammed the craft to use its smaller secondary dish, which transmitted data at one-hundredth of the speed of the main one. But by using compression software and getting Galileo to record data on its tape-recorder for later transmission, it was ultimately possible to achieve almost all of the probe’s objectives.
Even more elaborate measures were called for in 1998 after a gyroscope malfunction on the Solar and Heliospheric Observatory (SOHO) probe, a joint project between NASA and the European Space Agency (ESA). SOHO was designed to monitor solar activity, but lost its lock on the sun, went into an emergency mode and began spinning uncontrollably, losing power as it did so.
The probe was slowly spinning, with sunlight falling on its solar panels once a minute, causing its computer to boot up for 25 seconds each time. SOHO’s controllers sent control sequences to it thousands of times a day, at various frequencies, for six weeks, ordering the probe to switch on its transmitter so that they could tell that commands were getting through. Eventually it did so, and the controllers told it to charge its batteries so it could stay on for more than a few seconds at a time.
A solar probe in deep-freeze
Once the batteries had been charged, it was possible to download telemetry from SOHO. This revealed that the propulsion systems used to stabilise the craft were in shadow and had frozen solid. Thawing SOHO’s 200kg of hydrazine fuel involved a repeating cycle of turning on its heaters and then recharging its batteries, gradually raising the temperature of the tank each time. Eventually a command sequence was sent which enabled SOHO to stabilise itself using its warmed-up thrusters.
The probe was then reprogrammed to operate without two of its three gyroscopes, and its scientific instruments were gradually brought back online. Having survived this three-month crisis, SOHO has continued to operate ever since, far exceeding its design life of two years. “It’s engineering, really hard engineering,” said Bernhard Fleck of the ESA, the head of the SOHO science team, after the probe’s recovery. “You have to try the impossible.”
The recovery of SOHO relied in part on the ESA’s experience with Olympus, an spectacularly unlucky experimental communications satellite launched in 1989. It malfunctioned in 1991, went into a spin and was lost for a year before contact was re-established in 1992. Its propulsion systems then had to be thawed out before it could be stabilised. Olympus was damaged during the Perseid meteor shower in 1993 and had to be taken out of service. But one of its engineers went on to work on SOHO, which proved useful when it, too, had to be rescued from the deep-freeze.
Similarly, NASA had applied lessons from its Pioneer probes to the Voyager probes during the 1970s. Launched in 1977, Voyager 1 and Voyager 2 have been in continuous operation longer than any other space probes. Edward Stone, the project scientist and head of the Voyager programme since its inception at NASA’s Jet Propulsion Laboratory (JPL), says the two spacecraft were radiation-hardened after the Pioneer 10 probe, which flew past Jupiter in 1973, revealed that the intensity of radiation from the planet was higher than expected. The result was a nine-month redesign effort to replace parts of the Voyager design that were “radiation soft”. This made the Voyager probes more reliable than the Pioneer craft, and may have contributed to their unusual longevity: they have now been delivering data for more than 35 years, and continue to break new scientific ground.
 The Voyager probes have been reporting for more than 35 years 
The original plan was for the two Voyager probes to fly past Jupiter and Saturn, returning both photographs and information from an array of instruments. Launching two nearly identical probes just days apart made it more likely at least one would succeed; happily, both did. Each one has three separate computers, each of which has its own backup. The tiny on-board memory in each system necessitated sending complete changes of program code from Earth to get the probes to perform different tasks: this was done 18 times during the Jupiter fly-by alone. Such reprogramming also made it easier to cope with unexpected problems and meant the probes could be taught new tricks.
Both Voyager probes delivered images and scientific readings as planned from Jupiter and Saturn, sending back data at what were, at the time, high speeds: 115 kilobits per second (kbps) from Jupiter and 45kbps from Saturn. But signal strength (and hence data rate) drops off as the probes head out into space, following an inverse-square law: double the distance between sender and receiver and you get only one-quarter of the signal strength.
So when Voyager 2’s mission was extended to include fly-bys of Uranus and Neptune, mission controllers had to find a way to cope with the much lower data rates achievable at such great distances: about 9kbps at Uranus and 3kbps at Neptune. This would have made downloading images taken by Voyager 2’s camera, each of which is 640 kilobytes (around five megabits) in size, slow and painful. But JPL and NASA had a few tricks up their sleeves. On Earth, the radio dishes of the Deep Space Network, which are used to communicate with the Voyager probes, were expanded from 64 to 70 metres in size, and their focusing was improved. A new technique was also developed to combine multiple dishes of varying sizes, further increasing sensitivity. This boosted the data rate threefold for the Uranus fly-by and, with an even larger array of dishes involved, sevenfold for Neptune.
Voyager 2 also had two subtle bits of futureproofing waiting to be awoken. First, the backup flight computer could be activated simultaneously with the main unit, and run a separate program. A simple compression algorithm was designed for and uploaded to this secondary system, which reduced images to about 40% of their initial size. Second, a bit of prototype hardware, called a Reed-Solomon encoder, was installed but not activated at launch. This efficiently adds error-correction data to a transmitted stream, to allow the recovery of garbled information.
Teaching an old Voyager new tricks
Both Voyager probes were launched with a more primitive error-correction system in place that added one bit of correction for each bit transmitted. The new encoder reduced that to one bit for every five. However, Dr Stone stays, effective decoders that could strip the error-correction bits and restore the original data did not exist on Earth at the time of launch. By the time Voyager 2 reached Uranus, they did. All these tricks meant that it could send back far more images.
 Redundancy, resiliency and adaptability, plus human ingenuity, keep distant hardware going.

A further hack was necessary to help Voyager 2 point its camera. As it completed its pass of Saturn, the gears that controlled the azimuth of its camera platform got stuck. The JPL controllers coped with this by reprogramming Voyager 2 to rotate by 90° and use its elevation motor to pan the camera instead. They also reprogrammed the probe’s attitude-control system with a motion-compensation algorithm to slew the craft as it passed Uranus and its moons, enabling it to produce much crisper images.
Unblocking valves, using solar panels as sails and thawing propulsion systems are all useful tricks that have saved free-flying probes. The various rovers that NASA has sent to the surface of Mars operate in a very different environment, and they too have been kept going using some clever tinkering. In 2004 two identical rovers, Spirit and Opportunity, landed on opposite sides of the red planet. Their mission was intended to last 90 days, but this was soon extended to eight months, and in the event the solar-powered, six-wheeled rovers continued to operate for several years, covering long distances on the Martian surface, examining minerals and rock formations and looking for evidence of water in Mars’s distant past.
Driving backwards on Mars
In 2006 the gearbox for Spirit’s right front wheel experienced a current spike and stopped working. Its controllers kept it going by driving it backwards instead. (It eventually became mired in a region of flour-like Martian soil in 2009, and performed stationary science until it stopped working in 2010.) When Opportunity began to experience a similar problem in its left front wheel in 2008, its controllers gently reversed it out of the crater it was exploring. As with Spirit, running the wheel backwards seemed to loosen it up and may have spread lubrication around. In 2009 a second current spike led to an important decision: Opportunity would also drive backwards from then on, rather than risk the loss of a wheel.
The rover is nearly as nimble going backwards as it was going forwards—but driving backwards it could not initially cover as much distance each day. When moving forwards, Opportunity sends images of the ground in front of it, allowing controllers to devise a route for it. The rover follows that route and then switches to driving autonomously until it receives further instructions. When driving backwards, however, an antenna blocks part of the view of the camera that is used to spot obstacles. This limited Opportunity’s ability to drive backwards autonomously.
But Scott Maxwell, the rover’s driver, devised a clever workaround. He realised that if Opportunity rotated itself 17.5° clockwise to the drive direction and its camera mast then turned anticlockwise by the same amount, its rear view was unimpeded. This dramatically increased the distance Opportunity could cover autonomously, despite having to repeat the manoeuvre every 1.2 metres. There have been no problems since, despite the awkwardness of the rover looking over its shoulder for obstacles.
 Opportunity puts its best foot backwards 
Jon Callas, the mission leader, says Opportunity has continued to perform well, despite a few ailments. Because of “arthritis” in its robot arm, it now drives with the arm extended, to avoid the risk that it will become stuck in its retracted position. And a ribbon cable (a set of wires arrayed side by side like a ribbon) began to fray on one side. After testing duplicate gear on Earth, Dr Callas says the team reprogrammed the rover’s computer to use different measurements of signals from the ribbon cable to avoid problems. Opportunity has now travelled more than 35km and continues to perform useful science, nine years after landing.
In August 2012 Opportunity was joined on Mars by a much larger rover, Curiosity. Its mission leader, Mike Watkins, says its design was influenced by the experience of operating other rovers on the red planet. The goal, he says, was to avoid “learned problems from previous missions”, a form of advance troubleshooting. Curiosity has a notional mission length of 700 days. But as with Spirit and Opportunity, the work required to ensure that a rover has a 99% chance of working for its full mission length means it is very likely to work for much longer, says Dr Watkins.
Curiosity is the size of a small car and has greater articulation in its wheels, which should make it better at handling obstacles. According to Mr Maxwell, who shifted to driving Curiosity last year, it could drive over a coffee table without even noticing, and has “more eyes than a potato”, with 17 cameras in all. (He has since left NASA to work at Google.) The falling cost of computer power also means that Curiosity has more powerful on-board computers, capable of storing multiple versions of the control software, and switching between them if necessary. This provides extra flexibility when testing new ideas and fixing problems, says Dr Watkins. Curiosity went into an emergency “safe mode” for two days in March, seemingly because of a problem with its primary computer, which may have been caused by cosmic rays. But it continues to operate using its secondary computer.
Indeed, redundancy, resiliency, adaptability and programmability, along with human ingenuity, seem to be the keys to keeping distant hardware going, years or even decades longer than planned. In May the planet-hunting Kepler probe, also operated by JPL, suffered the loss of a second of its four reaction wheels, three of which are needed to keep it precisely pointed at a particular region of the sky. Kepler, which has found 132 planets around other stars and another 2,740 planetary candidates, completed its primary mission in October 2012 and was granted a four-year extension. As The Economist went to press, its prospects were uncertain, and JPL engineers were devising plans to try to get the failed reaction wheels working again. As decades of long-distance repair work have demonstrated, if anyone can fix it, they can.
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Microphones as sensors
Teaching old microphones new tricks
Sensor technology: Microphones are designed to capture sound. But they turn out to be able to capture other sorts of information, too
 Jun 1st 2013  |From the print edition



MICROPHONES exist in many shapes and sizes, and work in many different ways. In the late 19th century, early telephones relied on carbon microphones, pioneered by Thomas Edison; today’s smartphones contain tiny microphones based on micro-electro-mechanical systems, commonly called MEMS. Specialist microphones abound in recording studios; others are used by spies. But whatever the technology, these microphones all do the same thing: they convert sound waves into an electrical signal.
It turns out, however, that with the addition of suitable software, microphones can detect more than mere audio signals. They can act as versatile sensors, capable of tuning into signals from inside the body, assessing the social environment and even tracking people’s posture and gestures. Researchers have reimagined microphones as multi-talented collectors of information. And because they are built into smartphones that can be taken anywhere, and can acquire new abilities simply by downloading an app, they are being put to a range of unusual and beneficial uses.
That natural microphone, the human ear, is finely attuned to picking up certain characteristics in a person’s voice. It is not hard, for instance, to infer from a slight change in pitch when a friend might be under stress. Tanzeem Choudhury of Cornell University and her research team are building mobile-phone software that can be trained to do the same thing. That stress results in subtle changes in pitch, amplitude and frequency, as well as speaking rate, has been known for decades. But humans respond to stress in different ways and have different coping styles, says Dr Choudhury. So a one-size-fits-all smartphone app which analyses speech will not provide an accurate assessment of whether someone is stressed or not.
The sound of stress
Dr Choudhury’s solution is an app called StressSense. Running on a standard Android-based smartphone, it listens for certain universal indicators of stress but is able, over time, to learn the specifics of a particular user’s voice. It is unobtrusive yet is also robust enough to work in noisy environments, which is crucial if it is to be of practical diagnostic use. StressSense does not actually record speech, Dr Choudhury emphasises, but simply captures and analyses characteristics such as amplitude and frequency. In a paper published last year, the researchers concluded that “it is feasible to implement a computationally demanding stress-classification system on off-the-shelf smartphones”. Their ultimate goal is to develop an app that can help someone determine the links between irritating situations and subsequent responses. Your phone might realise before you do, for example, that your 8am meetings are the cause of your headaches.
StressSense is still in development. In the meantime, Dr Choudhury’s team has launched an Android app called BeWell that focuses more on overall health by looking at three metrics: sleep, physical activity and social interaction. These three metrics, Dr Choudhury believes, are important yet easily measured indicators of someone’s health. BeWell’s sleep-tracking feature guesses whether the phone’s user is awake or not by analysing usage, light and sound levels, and charging habits. Physical activity is monitored using built-in accelerometers for motion-detection. And social activity is measured chiefly by collecting snippets of sound that indicate that the user is talking to someone, either in person or over the phone.
Again, no actual words are stored, simply features of human speech, which the app can distinguish from background noise such as music or traffic. Certain changes in a person’s social interactions—a sudden drop-off, for instance—can be indicative of health problems such as depression, says Dr Choudhury. The idea is that the app could tip someone off to a change in their behaviour that might otherwise have gone unnoticed.
Microphones need not limit themselves to listening to the human voice, however. John Stankovic of the University of Virginia in Charlottesville is using microphones to capture heartbeats. Researchers in his group are using earphones modified with accelerometers and additional microphones that detect the pulse in arteries in the wearer’s ear. This makes it possible to collect information about the wearer’s physical state, including heart rate and activity level, which is transmitted to the smartphone via the audio jack. The researchers even created an app, called MusicalHeart, that analyses the wearer’s heart rate and recommends songs from a music library based on a heart-rate goal—faster to encourage a runner, or slower to calm someone who is feeling nervous.


Dr Stankovic says he is working with anaesthesiologists to develop a similar system that could use the calming effect of music to help people who are about to undergo surgery. The aim, he says, is to explore the potential for using a pulse-music feedback system to calm the heart, rather than simply resorting to drugs to do the job. In a separate project, Dr Stankovic is developing sound libraries that can be used to identify and classify certain types of sounds, from direct indicators of depression in the human voice to coughs, wheezes and lung function. Just as a phone can perform speech recognition, it might also be able to distinguish between healthy and unhealthy lung sounds. Dr Stankovic and his team published details of their proposed “physiological acoustic anomaly detection service” in a paper in April.
Working in a similar vein, Shwetak Patel, a researcher at the University of Washington in Seattle, has found a way to use a smartphone to measure lung function from a hearty blow on its microphone. He and his team have developed an iPhone app, called SpiroSmart, that simulates a digital spirometer, the device that measures the volume of air a person can expel from her lungs. Spirometers help doctors better understand the health status of patients with conditions like asthma, chronic obstructive pulmonary disease (COPD) and cystic fibrosis. But clinical spirometers are expensive, costing thousands of dollars, which makes them impractical for widespread home use. Dr Patel and his collaborators reckon that if people who need one could have a spirometer on their phones, they could better manage their conditions, and their doctors could spot problems earlier, in between check-ups.
But in deciding to use the microphone on an iPhone, Dr Patel had to rethink the design of a spirometer, which uses small turbines to measure airflow. Instead of building a turbine add-on to the phone, his team developed software that listens for acoustic features, such as resonance, that result from air being expelled through the trachea and past the vocal cords. These features, he says, directly indicate the volume of air moved from the lungs. In a paper published last year, 52 patients compared the mobile-based spirometer with a clinical one. SpiroSmart’s results were accurate to within 5% of those from the gold-standard clinical device. The app is undergoing clinical trials with patients diagnosed with COPD, cystic fibrosis and chronic asthma, and Dr Patel hopes to get Federal Drug Administration approval for SpiroSmart as a medical device by the end of the year.
Another of Dr Patel’s microphone-based projects uses sound to recognise hand-movements in the air, just as touchscreens can distinguish between different gestures. The software, called SoundWave, produces an inaudible, high-pitched tone from a loudspeaker that bounces off a nearby object, such as a hand. The microphone picks up the reflected sound, and audio-processing software can then detect different movements, such as waving your hand, wiggling your fingers, or making two-handed gestures. It does this by measuring the slight shift in frequency that results when sound bounces off a moving object, known as the Doppler effect (a familiar everyday example of which is the change in the pitch of an ambulance’s siren as it passes by). The advantage of this approach is that it allows existing devices (smartphones and laptops, say) to detect gestures, such as flicking your hand upwards to scroll through a document, without the need for any additional hardware.
Keeping an ear on drivers


Expanding on this idea, Dr Patel is currently developing software that uses a smartphone’s existing microphone and speakers and enables the device to detect its position in a car. Just like SoundWave, it would produce inaudible tones that reflect off the car’s interior. It might then be possible to begin and end calls using gestures—or could, Dr Patel suggests, form the basis of an opt-in service that locks the phone from the driver, keeping him from texting or making calls while driving.
One drawback of using microphones for these various kinds of sensing is that keeping a microphone listening at all times, and running software to analyse what it hears, can consume a lot of battery power. But a new trick devised by Qualcomm, a maker of chips for mobile devices, may be able to help. Its Snapdragon 800 processors have a feature called Snapdragon Voice Activation that can wake up a gadget from standby mode at the sound of a voice command. When no voices can be heard, the device remains in a battery-sipping slumber. As smartphones continue to be put to unexpected uses, the humble microphone is ready to play its part.
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Brain scan
Harnessing human computation
Luis von Ahn helped save the internet from spammers. His larger quest is to put internet chores to productive use
 Jun 1st 2013  |From the print edition



ONLY a few weeks into graduate school and aged just 22, Luis von Ahn helped crack one of the thorniest problems bedevilling the web. It was the year 2000 and free, web-based e-mail services were booming. But spammers were creating thousands of accounts automatically and using them to blast out messages. When the accounts were shut down, they simply created new ones. At the same time, sites selling tickets to concerts and sporting events were being besieged by programs that bombarded them with orders, snapping up the best seats for resale at a higher price. Websites needed a way to distinguish between human visitors and automated ones.
Mr von Ahn had just arrived at Carnegie Mellon University in Pittsburgh when he and his PhD adviser, Manuel Blum, came up with just such a method. The solution had three requirements: it had to be a test that humans could pass easily and computers could not—but could use computers to determine whether the response was correct. The original idea was to show web users an image, for example of a cat or a roller coaster, and ask them to identify it. A correct answer would indicate that the entity at the other end of the internet connection was indeed human, granting access to the web-mail service or ticketing site. But it turned out that people were not very good at identifying images reliably.
So the pair came up with another idea: displaying a distorted sequence of letters and asking people to read them and type them into a box. This proved to be a much more reliable test of whether a visitor to a website was human or not (something that is known, in computer-science terminology, as a Turing test, in honour of Alan Turing, a British computer scientist). The result was the CAPTCHA, which stands for “Completely Automated Public Turing test to tell Computers and Humans Apart”. Yahoo and other web-mail providers implemented the system, and it immediately made life harder for spammers.
Mr von Ahn went on to get his doctorate—and a phone call from Bill Gates of Microsoft offering him a job, which he turned down. He has since created a series of internet-based systems that bring many people together to perform useful work by dividing tasks into tiny pieces, often presented as a simple test or game, and aggregating the results. A decade ago Mr von Ahn called his approach “human computation” (the title of his thesis) and “games with a purpose”—precursors to the modern techniques of “crowdsourcing” and “gamification”.
For example, he noticed that search engines were bad at finding images, because pictures on web pages are rarely labelled with neat captions. So he created the ESP Game, in which two players in different locations are simultaneously shown the same image in their web browsers, and asked to type words describing what is in it. Each round of the game ends when both players use the same word, so the aim is to use the most obvious descriptive terms. In so doing, the players tag each image, and signal which words best describe it. The technology was acquired by Google in 2005 to help label images for its search engine.
Shall we play a game?
Mr von Ahn grew up in Guatemala, the son of two doctors. He stumbled into computers indirectly. In the mid-1980s, at the age of eight, he wanted to play video games. But instead of giving him a Nintendo console his mother bought a PC. To play games on it, he resorted to typing in programs from computer magazines and working out how to crack the copy-protection schemes on games sold on floppy discs. The young Luis also spent some time at a confectionery factory owned by his family. He was fascinated by the machines that made and wrapped the sweets, and was soon taking some of them apart and reassembling them. His love of engineering endured, but not his sweet tooth. “I got to play around the whole time—but now I can’t stand the taste of mint,” he says.
In Guatemala, nearly all students are tested before entering high school. The top 20 nationwide, of whom Mr von Ahn was one, are sent to a special school. He went on to study mathematics in America, at Duke University, switching to computer science for his postgraduate studies because it was more practical. “You talk to a mathematician, and he tells you that he’s one in three people in the world who understand the problem and it’s not been solved for 200 years,” says Mr von Ahn. “A computer scientist says: ‘I solved an open problem yesterday’.”
In late 2006 Mr von Ahn had just started teaching at Carnegie Mellon when he received a call from the MacArthur Foundation, saying that he was being awarded one of its coveted “genius” grants of $500,000. Around the same time, he did a back-of-the-envelope calculation to get a sense of CAPTCHA’s popularity, and realised that about 200m squiggly words were being recognised and typed into computers every day by internet users around the world. At about ten seconds apiece, that amounted to around half a million hours daily. This improved the security of the internet, but at the cost of making people perform a task whose results were immediately discarded. Surely the recipient of a genius grant ought to be able to find a way to make more productive use of their efforts?
Driving home from a meeting in Washington, DC, in his blue Volkswagen Golf, he was struck by an idea. Instead of showing users random letters, why not show them words from scans of old printed texts that automated document-digitisation systems, based on optical character recognition, could not understand? Such words were, by definition, incomprehensible to computers, but might be legible to humans. They could be shown to people as part of a modified CAPTCHA test, based on two words. One, the control word, is a known word; the other is an illegible word from a scanned document. The user reads and types in the two words, and is granted access provided the control word is correctly identified. And when a few users separately provide the same interpretation of the scanned word, it is fed back to the digitisation system.
People performing online security checks could thus be put to work digitising old books and newspapers, without even realising that they were doing so. Mr von Ahn called his new idea reCAPTCHA, and when the New York Times began to use the technology to digitise its archive, he span it out into a separate company. In 2009 it too was acquired by Google, for use in its ambitious book-digitisation project. (The slogan for reCAPTCHA is “Stop spam, read books”.) Mr von Ahn went to work at the internet giant for a year. Paradoxically one of his tasks while at Google was to shut down the ESP Game. It had served its purpose, labelling enough images to train an image-recognition system based on artificial intelligence, which could then perform the task automatically.
 "More than 1 billion people have helped digitise the printed word by using reCAPTCHA.”

Other similar projects followed. Verbosity, for example, got players to create a compendium of common-sense facts, such as “milk is white”, which people know but computers do not. But none of Mr von Ahn’s other projects have come close to reCAPTCHA when it comes to doing useful work. The system now handles 100m words a day, equivalent to 200m books a year. If Google were to pay people America’s minimum wage to read and type in those illegible words, it would cost it around $500m a year.
Although still in his early 30s, Mr von Ahn has already made a unique contribution to computer science and artificial intelligence, by harnessing what he calls “the combined power of humans and computers to solve problems that would be impossible for either to solve alone.” Put simply, the idea is to “take something that already happens and try to get something else out of it,” he says. His work exploits the internet’s ability to reduce co-ordination and transaction costs, so that the efforts of hundreds of millions of people can be aggregated effectively. Mr von Ahn estimates that more than 1 billion people have helped digitise the printed word by using reCAPTCHA.
Found in translation
The notion of “human computation” has spawned its own academic field. But did Mr von Ahn really set out to generate useful results from mundane tasks, or did he stumble on the concept with CAPTCHA and then apply it in other domains? “It is a combination of both,” he says. He recently came across a plan, devised when he was 13 and saved by his mother, for a power company that would operate a free gym and generate electricity from people lifting weights, cycling and so forth. This was, he now realises, a precursor of his computer-science work, which does the same for mental activity.
Mr von Ahn has won many prizes, including a presidential award for excellence in science. He has a gaggle of patents to his name. His old blue Volkswagen has been replaced by a blue Porsche. And he continues to apply his distinctive approach to new problems. His latest project is a company, which he co-founded last year, called Duolingo. It helps people learn a foreign language (the game), while also providing a translation service (the useful work). People are shown a word or phrase which they do their best to translate; others then vote on the best translation. Duolingo already has 3m users, who use it, on average, for 30 minutes a day.
Although it is outwardly similar to reCAPTCHA, Duolingo marks a further development of Mr von Ahn’s model, because it also exploits “big data”. The firm collects huge volumes of data and performs experiments to determine what works best when learning a new language. For example, should one teach adjectives before adverbs? Even experts do not know, because there has never been a large-scale, empirical study. Thanks to Duolingo, there now is.
Among its early findings is that the best way to teach a language varies according to the student’s mother tongue. When teaching English, for example, pronouns such as “him”, “her” and “it” are usually introduced early on. But this can confuse Spanish speakers, who do not have an equivalent for “it”. The answer is to delay the introduction of the word “it”, which makes Duolingo users less likely to give up in frustration. Mr von Ahn hopes to apply this technique—using data to improve pedagogy—in other disciplines.
“Education seems like it should be an equaliser, but really it is not,” he says. “If you have money, you can get a good education; if not, you don’t.” He has seen at first hand what access to high-quality education can do, and wants to use technology to make it more widely available. This is, he realises, a far more ambitious aim than blocking spam or scanning books, useful as those are. But there is a clear thread running through his work, even as he tries to apply his approach to tackling bigger societal problems, not just technical ones. Whether people are in the gym, logging on to e-mail or learning a new language, he wants to enable them to “do something useful—and harness the power that they generate.”
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Online labour exchanges
The workforce in the cloud
“Talent exchanges” on the web are starting to transform the world of work
 Jun 1st 2013  | REDWOOD CITY, CALIFORNIA  |From the print edition



FOR translating a 22-minute video from English into Spanish at short notice, 7Brands Global Content, a professional-translation firm based in New York, quoted “approximately $1,500”. This fee seems in line with the local going rate for the job from a firm which boasts membership of three professional associations and clients such as Chase and Bank of America. Not so long ago, paying the local rate was the only option. Today anyone seeking to get this sort of job done is only a click away from the whole world of professionals competing to do it far cheaper.
That same translation job was advertised on Elance.com and oDesk.com, the two busiest among several newish online marketplaces for work, or “talent exchanges”. On Elance it soon attracted 25 bids, from individuals in 15 countries. For around half the bidders, this would be their first job, which raised questions about how good their work would be (especially the Uruguayan who promised to “translate your interview perfetly”). But some seemed competent. According to his Elance page, “oswaldo g”, from Colombia, has already completed 31 jobs, earning a combined $4,193 and a satisfaction rating of 4.9 (out of 5). He quoted a tempting $16.44 an hour—though not as tempting as the five bids on oDesk (three of them by five-star-rated workers), from Argentina, Brazil, Indonesia, Mexico and the Philippines. Each of them offered a flat rate for the completed job, ranging from $33.33 down to just $22.22.
Such whopping price differences help explain why these and other work marketplaces have been growing fast. Last year the value of this sort of online work topped $1 billion for the first time; it will double to $2 billion in 2014, and reach $5 billion by 2018, forecasts Staffing Industry Analysts, a “contingent work” consultant. ODesk was the matchmaker for 35m hours of work in 2012 (over 50% more than in 2011), divided between 1.5m tasks, at a total cost to the employers of $360m. The value of work on Elance rose by 40% in 2012 to exceed $200m for the first time.
ODesk and Elance claim similar numbers of firms posting jobs, just over half a million each, and of signed-up contractors—3m on oDesk versus 2.5m Elancers. The fiercest of rivals, each claims to be the market leader, even though the monetary value of work done via oDesk is almost twice as great. “We cater to the higher end of the market, and don’t do big commodity contracts with firms like eBay and Facebook,” argues Fabio Rosati, the founder of Elance. Finding innovative ways to meet the needs of bigger companies is one of the reasons oDesk’s lead is likely to continue growing, retorts Gary Swart, its founder.
Anecdotal support for both sides is provided by Marc Piette, a founder of Locu, a start-up that uploads local content such as restaurant menus to the internet. The firm supplements its core staff of 20 full-timers with 300-600 oDeskers on any given day. He says oDesk has been helpful in developing tools that make it easy to hire, say, 50 workers at a time. The work is not terribly demanding (for instance, looking at menus to ensure that the Locu algorithm has properly separated starters from desserts). Mr Piette thinks this is too complex to do via Amazon’s Mechanical Turk site, on which people can do basic “micro-work” such as checking the spelling of a web address, but nor is it the sort of professional-level work Elance says it specialises in.
Freelancer, the third-placed exchange, is unapologetic about being cheap; it has more than 7m registered workers, but generates far less work by value than its bigger rivals. In March, Rev, a new competitor, entered the fray, launched by former oDesk employees with a mission to “do for online work what Amazon did for online retail” (a mission admittedly shared with everyone else in the industry).
Location, reputation, verification
There are other differences in the business models of the market leaders. oDesk simply takes a cut of all completed jobs; Elance also charges freelancers optional fees for extra services. Both have been trying to improve the quality of the reputation-rating system, and to ensure that work is being done by the person who accepted it rather than passed on to someone potentially less competent (“Still the biggest risk,” says Mr Piette).
ODesk wins a lot of praise for managing payments to people in far-flung places, and for absorbing all the payment risk. The company also introduced a way to monitor whether work is being done when it is claimed to be, by taking pictures of the worker and screen at random intervals.
The exchanges are providing opportunities not just to do one-off jobs, but to build a business. In 2009 Josh Warren, an entrepreneur based in Dallas, started earning $15 an hour doing work for e-commerce sites he found on oDesk. Soon he was earning $125 an hour, and had more work than he could do alone. So in 2010 he recruited via oDesk a Polish counterpart, who now runs the Posnan branch of Creatuity, Mr Warren’s web-services company. He now employs 23 people and is earning seven-figure revenues from clients in America, Australia, Britain and even India.
Nice work if you can get it
Opinions differ over how much these talent exchanges will transform the global workforce as a whole. Clearly, they are benefiting from a trend for growing numbers of people to work freelance or on temporary contracts. Depending on the definition, between one-fifth and one-third of American workers are now freelancers, contractors or temps, up from 6% in 1989, according to Accenture, a consultancy. Yet the $1 billion of work done through talent exchanges in 2012 is only one-third of one percent of the estimated $300 billion spent worldwide on these “contingent workers”, which suggests that talent exchanges are still barely scratching the surface. However, those they enroll seem to enjoy the experience, which is why the numbers signing up are growing fast.
There is bound to be a limit to the sorts of work that can be offered through online exchanges, but maybe not much of one. So far, most of the jobs on oDesk and Elance require skills in information technology. The top two skills hired on oDesk last year were in web programming and mobile apps. Yet the range of work offered is expanding fast, says Mr Swart. In 2007 just four categories of work accounted for 90% of the dollars billed on oDesk; in 2012, that 90% was made up of 35 sorts of work, with project management, translation and copywriting among the fastest-growing.
Online exchanges are increasingly important even for jobs—such as household repairs and errand-running—that cannot be contracted out to distant workers. A crop of sites cater to local tradespeople such as builders, plumbers and drivers, including RatedPeople and MyBuilder. Workers do not even need a trade to find local work. TaskRabbit, a site for hiring people to do things such as collecting groceries, assembling Ikea furniture or making a delivery (for a flat fee of $10), is booming. It now covers nine American cities, with London likely to follow soon. This is good news for both hirers and those looking for work, though it is not yet clear how attractive a business it will be for the exchanges themselves: Angie’s List, one of the oldest online marketplaces for local tradespeople, has still to turn an annual profit after 17 years.
Work that brings the employee into the hirer’s home clearly presents greater risks than when it is entirely virtual. Screening out a potential Hannibal Lecter is not easy. But the websites’ reputation ratings, providing recommendations from a number of previous hirers, are a big improvement on the old method of picking someone at random out of a phone book.
Critics of the online exchanges claim they are all about undercutting wages in rich countries by shifting work to poor ones. But both Elance and oDesk insist that the flow of work is not all in one direction. For instance, there are around 716,000 registered Elancers in America, double the number in India. Whereas last year America was the biggest-spending country on oDesk, with India the main recipient (thereby fitting the stereotype), the third-biggest earners of dollars on oDesk were freelancers not in some developing country but in America itself. Moreover, workers who start cheap tend not to stay that way: helped by the rating system, workers on oDesk increase their hourly rate by almost 60% on average in their first year, and by around 190% in three years.
As Accenture points out in its report, employers should henceforth think of their workforce as made up not just of current full-time employees but also of the vast army of potential workers that are a click away. This applies just as much to big, established firms as to thrusting young start-ups.
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The server market
Shifting sands
Upheaval at the less visible end of the computer industry
 Jun 1st 2013  |From the print edition

TO MOST people, a computer is a device with a screen and a keyboard, sitting on their desk or on their lap. More and more of them have tablets and they may recognise their mobile phones as powerful computers too—for that is what they have become. But a lot of the world’s computing power is hidden, in servers that communicate with all those personal devices, power the information-technology departments of companies, governments and research institutions, and sit blinking in rack upon rack in the vast data centres of Amazon, Facebook, Google and the rest of the growing cloud.
That the market for personal computers is in upheaval is well known. Sales of desktop and laptop PCs have been declining at a double-digit annual rate. IDC, a research firm, said this week that it expected more tablets than portable PCs to be shipped this year. Companies that thrived on the PC, such as Hewlett-Packard (HP) and Dell, have struggled in a more mobile world. Less visibly, the market for servers—worth more than $50 billion last year, estimate both IDC and Gartner, another research firm—is shifting too. One leading supplier, IBM, has been negotiating to sell part of its business. Two others, HP and Dell, have been sniping at each other. And these days some of the biggest customers are designing and building their own machines.


On May 28th Gartner published its quarterly survey of the server market. The squeeze on corporate budgets means that sellers must fight over a shrinking pie. Although sales in America and the Asia-Pacific region rose, global revenues were 5% lower in the first quarter of 2013 than they had been a year before. The number of units shipped fell by 0.7%. IDC’s figures, released a day later, showed steeper declines. Both suggest that four of the top five vendors by revenue (IBM, HP, Fujitsu and Oracle) had falling sales (see chart).
By revenue IBM, whose servers are aimed at the higher end, is ranked first by Gartner and second by IDC. It has been feeling the pinch. In April, after its last quarterly results fell short of expectations, it replaced the head of its hardware group. It was talking to Lenovo, a Chinese company which bought its PC operations in 2005, about a sale of part of its server business. However, talks recently broke down, apparently because IBM sought a higher price than Lenovo was willing to pay.
Of the top five vendors, only Dell enjoyed an increase in sales, of 14.4% according to Gartner; HP drooped by the same proportion. Lately Dell has been crowing that the research firms’ numbers would show that it enjoyed a bumper quarter at HP’s expense. Meg Whitman, HP’s chief executive, retorted that Dell had “completely crater[ed]” its earnings. Dell, whose founder, chief executive and largest shareholder, Michael Dell, has offered to take the company private, reported in mid-May that its profits had fallen by 79% in its most recent quarter. But it did sound much chirpier about its servers and networking business than about its PCs.
In servers, Ms Whitman added, HP had walked away from deals that did not pay enough. But Dell seems to be doing more than flogging cheap servers at daft prices: Gartner’s figures suggest that its average revenue per unit went up by 11.5% in the year to the first quarter, while HP’s rose by only 1%. Jeffrey Hewitt of Gartner notes that Dell has always priced keenly. Lately, he suspects, that has been winning it business not only at the low end of the market but also with more sophisticated products.
But perhaps the most important shift in the server business is not among the leading names, but away from them. Cisco, best known for making the switches and routers that direct data around the internet, saw its server sales jump by a third in the past year. And the giants of the internet are a new sort of customer: they are creating their own designs and buy from contract manufacturers, notably in Taiwan. Thus the huge data centres Facebook is building in America and Sweden contain servers supplied by Quanta Computer, a Taiwanese maker of PCs for Apple, HP and others that branched into servers a few years ago. Rackspace, a fast-growing American cloud-computing company, also plans to deploy servers built by Quanta in a new data centre on the east coast.
Combined, all the contract manufacturers and self-builders would be the fifth-biggest vendor of servers based on the “X86” architecture (which make up most of the market), with a share of 4.8%, Gartner estimates. Their sales went up by 34.5% in the past year. One limit to their expansion, says Mr Hewitt, is customers’ expertise. “Not everyone has the wherewithal of a Google or a Facebook,” he says. Even so, the server market has become a more crowded, more fluid place.
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Mexican housebuilders
Dropping a brick
Changing government policies have plunged housebuilders into a crisis
 Jun 1st 2013  | MELCHOR OCAMPO  |From the print edition

 Better than a high-rise in the city? 
IN THE town of Melchor Ocampo, an hour’s drive from the capital, old Mexico and new Mexico collide. A graceful hacienda is ringed with tall trees, with horses grazing in the lush pastures alongside. Next door is Parque San Mateo, a shadeless concrete sprawl of 6,000 homes. Its developer, Homex, also puts up prisons. It shows.
Homex, like Mexico’s other two leading housebuilders, Geo and Urbi, is now in need of its own get-out-of-jail-free card. It is in a financial mess, caused by changes in housing policy accelerated by the new president, Enrique Peña Nieto.
His government has sought to end construction of the garish housing estates that have blotted the landscape in remote areas where land is cheap. It wants to focus instead on “vertical” (high-rise) dwellings closer to city centres, which may not be every aspiring middle-class Mexican’s shot of tequila, but at least mean a shorter commute and better access to transport, water and electricity.
The hiatus, as one policy gives way to another, has caused home sales to plummet, with severe financial consequences. Geo and Urbi have missed interest payments to creditors since April and are trying to restructure their debts. Banks in New York are suing Homex and Urbi for failure to post collateral related to derivatives transactions. Their share prices have plunged (see chart).


On May 30th, after The Economist went to press, Mr Peña’s government was due to flesh out a national housing plan, outlined in February, that was likely to give both the companies and their creditors a better idea of the new housing requirements. There were few indications that the authorities would directly bail out the homebuilders. But a clearer policy would help the companies draw up new business plans, which they could then present to creditor banks as a basis for restructuring talks.
Eduardo Cepeda, president of J.P. Morgan in Mexico, said private-debt workouts would be a sign of maturity in Mexico’s financial system, noting that Mexican banks fortunately have the capital to withstand a hit to their balance-sheets. “Everyone will have to take losses. If you don’t recognise your losses, you cannot move on,” he says.
Already, the financial problems are having bricks-and-mortar consequences. Residents gathered in the plaza of Parque San Mateo to celebrate Mother’s Day in May issued a litany of complaints the moment the mariachi music stopped. They said electricity generators keep running out of diesel and cutting out. A promised new road cutting travel times to shops and hospitals is still unbuilt. Many homes stand empty because there are no buyers. Yet as an example of how fickle housing policies can be, residents also noted that Homex had been given the go-ahead to build when Mr Peña was governor of the state in which the town lies.
Mark Levy, the boss of Urbi, runs through numerous policy changes in recent years that have sideswiped the industry. Some of these are sensible, such as providing classes to teach homebuyers their rights. But some have been introduced with scarcely any warning, causing a sharp financial jolt. The biggest has been Mr Peña’s tilt towards vertical housing, Mr Levy says. Whereas Urbi can finish and sell a single home in 30 days, an apartment block can tie up working capital for a year, which has added to the firm’s debt woes.
He said Urbi was “very close” to a standstill agreement with creditor banks on the company’s debt of around 20 billion pesos ($1.6 billion). Homex has raised 4 billion pesos by selling two of its prisons to a consortium part-owned by Carlos Slim, a telecoms magnate. Industry insiders say private-equity firms are hovering over the construction firms, partly because of the potential demand for new homes in Mexico, estimated at about 11m over the next 20 years.
However, it is unclear whether homebuyers can be convinced of the attractions of high-rise city living. Urbi says that a big selling-point for blocks of flats is security, an important factor given the crime wave in Mexico. But many people still prefer to live in houses. In Parque San Mateo, Patricia Nova, a mother of two, says the bucolic hacienda next door compensates for the ugliness of the estate’s concrete. And the remoteness has its positive side: at least it’s “better than living with the mother-in-law”, she says.
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Smithfield Foods
Pigs will fly
A Chinese buyer for America’s biggest pork producer
 Jun 1st 2013  | NEW YORK  |From the print edition

 This little piggy went to China 
IS PIG farming a strategic industry? This question is likely to give a whole new meaning to “pork-barrel politics”, as American politicians decide whether to approve the sale for $4.7 billion ($7.1 billion including debt) announced on May 29th of Smithfield Foods, the world’s largest pork producer, to Shuanghui International, a giant Chinese meat company. The two firms had reportedly been in talks since 2009, but had been unable to agree a price until now. Shuanghui’s chairman, Wan Long, who built his firm from scratch, is known as China’s “number one butcher” because the company slaughters more than 15m pigs a year.
Smithfield’s shareholders appear to be delighted to receive 31% more for their shares than they were worth before the deal. They include Continental Grain, an American company which owns a big steak, sorry, stake in Smithfield and which has been arguing for its break-up. But will the Committee on Foreign Investment in the United States, which advises the president, find a way to stop the Chinese bringing home America’s bacon?
The merger announcement stressed the global reach that the new firm will have. This may encourage American politicians to try to stir things up by raising the possibility that the combined firm will import dodgy meat from China. More likely, though, the pigs will fly in the other direction, from the mature meat market of America, which has seen consumption shrink for four consecutive years according to the Department of Agriculture, to the fast-growing one of China, which is already twice the size of America’s.
Although this deal is clearly part of a broader strategy by corporate China to, er, beef up its global presence, the primary reason for acquiring Smithfield is domestic. The Chinese love pork and as their incomes soar they want it more than ever. A domestic herd of 476m pigs, around half of the global pig population, already seems insufficient; China has been a net importer of pork since 2008.
Moreover, wealth is bringing with it a more sophisticated consumerism, and growing concern about the safety of food produced locally. In March thousands of dead pigs were seen floating down the Huangpu river to Shanghai, raising fears of water contamination. Police in China have reportedly arrested more than 900 people in a three-month crackdown on illegal meat sales, including two people who had sold over 40 tonnes of diseased pork.
In 2011 Shuanghui itself was involved in a scandal over feeding livestock a chemical harmful to humans. For Chinese consumers, then, a combination of Shuanghui with Smithfield, bringing with it the prospect of shipping in much more pork from America, is a corporate marriage made in hog heaven.
That said, Smithfield has had some problems of its own. It is currently partway through weaning its pigs off ractopamine, a lean-muscle-promoting drug that has already been banned in China. In 2009 it faced allegations, later disproved, of swine flu at one of its pig farms in Mexico.
Joining forces with a Western brand to overcome local food-safety concerns in China is becoming a trend. Danone, a French firm, recently announced a big investment in expanding its dairy operation in China, following similar initiatives by Arla Foods, a Danish firm, and Nestlé, a Swiss food manufacturer.
Bye, bye, Miss American pie?
The main difference with this pork deal is that it is a Chinese firm putting up the money. Ironically, in 2006 a large share of Shuanghui was bought by an investor group including Goldman Sachs, which later sold much of its stake at a juicy profit reckoned to be around five times the original investment. That deal was approved by the Chinese government.
So, will America’s politicians do likewise with the acquisition of Smithfield? Or will they end up scuppering the deal, as happened with CNOOC’s bid for Unocal, an oil company, in 2005, and the attempt to buy the operator of several American ports by Dubai Ports World in 2006? In both of these cases, America’s justification for blocking foreign ownership was fairly tenuous. So the Chinese bid for Smithfield may yet be stopped because, say, keeping down the price of a barbecue is a matter of national security.
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Murugappa Group
The harder path
A rare south Indian business house does things the difficult way
 Jun 1st 2013  | CHENNAI  |From the print edition

THE contemporary Indian tycoon is supposedly a decadent sort; swanning about in luxury boats and skyscrapers with Bollywood stars while living off inherited empires built on political connections that churn out cash. Yet for all the visible swagger, Indian business is in reality a fierce Darwinian struggle, especially for those just below the top tier. An example is Murugappa Group, which ranks about 20th among Indian family groups by sales and has been flirting with the big league for about a century.
It is unusual in a number of ways. It doesn’t do ostentation. “I wouldn’t want to drive around in a Ferrari,” says A. Vellayan, its boss. It is from south India: the controlling family are Chettiars, a clan from a group of villages in Tamil Nadu, who in colonial times became financiers in South-East Asia, particularly Burma (now Myanmar). It has a reputation for clean governance—“The best-run firm in India,” says a foreign fund manager. And it specialises in unglamorous industries, making everything from bicycles and abrasives to sugar and fertilisers. Many other dynasties prefer higher-profile businesses such as property, infrastructure and natural resources, where cronyism is rife.
So how profitable is the harder, more virtuous path? Murugappa’s sales have grown by an annual compound rate of 19% over the past five years, helped by acquisitions, and are now $4.1 billion. About 40% of that comes from the group’s home state of Tamil Nadu; that is half the level of two decades ago.
The firm has entered higher-margin areas close to its core businesses: it has opened hundreds of shops that sell agricultural goods to farmers, as well as outlets that sell its bicycles. Against the charge that the group is spread too thinly, Mr Vellayan says most of its businesses are number one or two within south India or the country as a whole.


However, these are tricky industries, with volatile raw-material costs, cyclical revenues and, in the case of sugar and fertilisers, cranky regulatory regimes. Reflecting this, Murugappa’s return on equity dropped to an estimated 13% in the year to March 2013, having been 20% three years ago. Investors place a low valuation on the group’s profits—its market value is about $2 billion. Compare that with Godrej, another family group mainly in the more stable consumer-goods industry. It has similar sales to Murugappa but a market value of over $6 billion.
Mr Vellayan argues that the cycle will turn at some point, allowing the group to make the most of its recent investments in low-cost plants. The sugar and fertiliser industries will eventually be deregulated, he believes, boosting profits. And he has an ace up his sleeve: the firm’s finance arm, spanning insurance (through a joint venture with Mitsui Sumitomo) and lending.
After an iffy patch in 2009-10 when it faced heavy bad debts on unsecured consumer loans, this business is now concentrating on loans for vehicles and rural homes. It has grown fast and contributes a third of the group’s pre-tax profits. Given its rural focus and clean reputation, Murugappa is a candidate for one of the new banking licences that India’s central bank is due to issue. That would allow it to raise deposits and, perhaps, make a leap in size.
It would of course also be a return to the family’s roots as financiers. One thing that is not on the cards, however, is a return to Myanmar, despite its recent opening to foreign investment: Mr Vellayan’s grandfather was murdered there, in the chaos of 1945. “We don’t want to go,” he says. In the quest for success, there are limits.
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Valeant
Shop ’til you drop
An acquisitive pharmaceutical company announces its biggest deal yet
 Jun 1st 2013  | NEW YORK  |From the print edition

 An eye for deals 
MANAGEMENT consultants have long given advice to troubled pharmaceutical firms. In 2008 a consultant decided to run one instead. Michael Pearson, who led the drugs practice at McKinsey, has transformed Valeant Pharmaceuticals by snapping up company after company. On May 27th he announced the $8.7 billion acquisition of Bausch + Lomb, an American eye-health giant. It is the latest extension of Mr Pearson’s strategy for success: to be a thriving drug company, don’t create new drugs.
With this approach, Valeant avoids an old problem for the pharma industry. Research and development is notoriously risky. The number of new drugs for every billion dollars of R&D has dropped about 80-fold since 1950, according to a report in Nature Reviews Drug Discovery, a science journal. Companies have tried to fill their pipelines by buying young firms or signing royalty deals with them. But most large pharma companies still invest in R&D, too.
Valeant handled the problem of falling returns on R&D differently, by all but eliminating it. Its R&D spending is just 2% of revenue this year, according to Morgan Stanley, a bank. “Valeant is not a drug company in the classic sense,” says Ronny Gal of Sanford C. Bernstein, a research firm. Instead, it is a pragmatic shopper. It snapped up 25 companies last year. Valeant avoids countries with too much price pressure or competition from Big Pharma, such as western Europe, Japan, India and China. Targets must have a strong cashflow, with a stable of products on the market or close to being so. The most appealing products are those paid for largely in cash—these are less vulnerable to the whims of public health-insurance schemes.
Last year, for example, Valeant bought Medicis, a dermatology company, for $2.6 billion. Its main products include Restylane, used to fill wrinkles and “provide fullness and definition to the lips”, according to Valeant’s annual report.
Such deals may not cure humanity’s most deadly ills, then, but they are likely to be profitable. Add to this lean management and a low tax rate—Valeant, headquartered in Canada, books much of its revenue in Bermuda, Ireland, Luxembourg and Switzerland—and Mr Pearson has a formula for growth. Valeant’s shares have risen by 800% since 2008.
Bausch + Lomb is Valeant’s biggest deal by far, purchased from investors led by Warburg Pincus, a private-equity firm. The eye-health market pits Valeant against big pharma companies such as Novartis. But the deal is an extension of Valeant’s model, not a departure. As with dermatology, many patients pay for Bausch + Lomb’s products with cash. Bausch + Lomb has nine products close to launch, including a new type of contact lens. This means less R&D risk for Valeant.
It is unclear when the pace of deals will subside. Valeant’s annual revenue in 2012 was $3.5 billion. Earlier this year Mr Pearson said he wanted to reach revenues of $10 billion-20 billion “in the foreseeable future”. This is clearly ambitious. Dimitry Khmelnitsky of Veritas, another research firm, argues that Valeant’s meagre organic growth will force it to seek more deals. But integrating all these acquisitions will be a lot of work. To carry them off, Valeant will also need to keep its borrowing costs down, which may be tricky given that its debts are already high. And as with Apple and other tech firms, its offshore tax structure may come under scrutiny.
The main challenge, perhaps, will be to keep finding target firms with interesting products. One good place to look, the company said recently, is cosmetic dentistry.
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Schumpeter
Boomerang bosses
When retired chiefs make a comeback their return is often less than triumphant
 Jun 1st 2013  |From the print edition



IT SOMETIMES seems as if there is nothing but second acts in American lives. Bill Clinton has had more comebacks than Elvis, most recently as a global statesman. Mark Sanford has just got himself elected as a Republican congressman for South Carolina even though his governorship of the same state was consumed in a fireball of adultery and divorce. Donald Rumsfeld is resuming his career as a management guru, with a new edition of “Rumsfeld’s Rules”, having previously put in two innings at the Pentagon. And it is not just in American life. Shinzo Abe is having his second go at being prime minister of Japan, and Nawaz Sharif his third in Pakistan. José Mourinho is set to return to manage Chelsea football club after a six-year absence.
And two prominent second acts began recently in the American corporate boardroom. On April 8th J.C. Penney, a department-store chain, sacked its chief executive, Ron Johnson, after just 17 months and brought back his predecessor, Myron “Mike” Ullman. Then on May 23rd Procter & Gamble, the world’s biggest maker of household products, sacked its boss, Bob McDonald, replacing him with his predecessor, A.G. Lafley. This sort of thing is surprisingly common: in “The Market for Comeback CEOs”, Rüdiger Fahlenbrach, then at Ohio State University, studied 275 publicly traded American firms whose CEOs had stayed on the board after retirement and were still around when the company again needed a new CEO. About a quarter rehired the old one instead.
The most important category of boomerang bosses consists of founder-CEOs who return to try to fix their ailing creations—such as Steve Jobs at Apple, Charles Schwab at the stockbroker of the same name, or Howard Schultz at Starbucks. In other cases those returning are hired hands (albeit often with big shareholdings in the company) brought back because their successors have got into trouble.
The best argument for bringing back former CEOs is that they are known quantities, and will thus reassure both employees and investors. Another is that they know as well as anybody what nasties are hidden in the hold. Mr Fahlenbrach discovered that the share price of companies with comeback CEOs tends to take a dip in the short term but performs better in the long term.
Several returning bosses do exceptionally well. Steve Jobs’s second coming at Apple (1997-2011) was more successful than the first (1977-85): he rescued the firm from near-collapse and made it the world’s most successful tech company with a stream of revolutionary iProducts. Mr Schwab transformed Charles Schwab into a full-service money manager in his second incarnation in 2004-08. The share price of Starbucks has more than trebled since Mr Schultz returned to the helm in 2008. When Steve Luczo came back as chief executive of Seagate Technology in 2009, shares in the maker of disk drives were worth $5; today they are $43.
But there are good reasons to worry about boomerang bosses. Their return almost invariably signals that the company is in deep doo-doo, and often the mess they are brought back to fix is one they left behind. The business they built may not have been sustainable; the deals they did may have looked good at the time but were bound to come unstuck eventually. And succession planning is a key part of a modern boss’s job: if the chosen successor makes a hash of things, that reflects badly on the chooser. Calling back a boss is rather like calling back a plumber: something you do only in dire circumstances and with a bitter sense that he should have done the job properly in the first place. Even in cases where the old bosses left on a high, they went for a reason—because they had reached a certain age (Mr Lafley is 65) or wanted to spend more time playing golf. They will not necessarily apply the same energy to the job second time around.
Examples of failed returnees abound. The most spectacular failure was Kenneth Lay, who returned as CEO of Enron in 2001 when Jeffrey Skilling’s frauds came to light and who saw the company crumble in his hands. Xerox’s stock tumbled by more than 60% during Paul Allaire’s second innings as boss (which lasted only 15 months). Jerry Yang failed dismally in his second stint at the helm of Yahoo. Michael Dell has been battling to stem his company’s decline in his second incarnation as CEO, though there are a few signs that things are turning around.
Only as good as their latest role
Mr Lafley and Mr Ullman will be well aware that the record for boomerang bosses is distinctly mixed. They know that they are not being brought back to captain the ship for another long spell, only to put it back on course, restore confidence and find a better successor this time. They will also be aware that they are taking the helm in stormy seas. William Ackman, an activist investor, agitated for the sackings of both Mr McDonald and Mr Johnson. He will undoubtedly be back, seeking the removal of Messrs Lafley and Ullman, if the two companies do not improve their performance promptly.
Mr Ullman will have the hardest time. His predecessor may have been guilty of errors in both strategy and tactics: he tried to take lessons that he had learned as boss of the Apple stores and apply them rigidly to J.C. Penney, a quite different sort of retailer, and he refused to test his ideas or listen to objections. But he was right that the company has a problem: its obsession with discounting put it on a treadmill of endless promotions and diminishing returns. Mr Lafley has far more resources to draw on. For all its recent failings P&G is still one of the world’s greatest corporate machines. But he also has the most to lose: he has already seen his reputation as one of America’s outstanding CEOs tarnished by the failure of his hand-picked successor, and may lose it altogether if P&G is not well on the mend when he, once again, hands it on to a new man or woman.
Economist.com/blogs/schumpeter
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China’s shadow banks
The credit kulaks
 The growth in wealth-management products reflects deeper financial distortions
 Jun 1st 2013  | HONG KONG |From the print edition



AS THE grandson of a “rich farmer”, a stigmatised class in communist China, Joe Zhang grew up on the wrong side of the ideological tracks. At school he envied the town-kids who could look forward to a cushy job minding grain-stores or writing propaganda. But after winning a spot at university, he eventually escaped into central banking in Beijing and, later, investment banking in Hong Kong. By pleading, petitioning and playing a lot of ping pong (a sport he hates) he was even admitted into the Communist Party in 1985.
Then, in 2011, his social climb suffered an abrupt reversal. He took on a role that remains stigmatised and discriminated against in today’s China: he became a shadow banker. His new book, “Inside China’s Shadow Banking: the Next Subprime Crisis?”, recounts his trials as the head of a microlender in Guangdong. Elsewhere in the world, microcredit is a respectable, even canonised, endeavour. In China, Mr Zhang complains in his book, it is “only slightly more respectable than perhaps massage parlours or nightclubs.”
He describes the variety of institutions and instruments that operate and innovate in the shadow of China’s mammoth banks, where they are hard for the authorities to see. They include the informal lenders, kerbside capitalists and back-alley bankers for which China is famous. But the most important institutions are China’s 67 trust companies, lightly regulated finance firms that make loans and other investments but cannot collect deposits. And the most significant instruments are the uncountable wealth-management products (WMPs), which raise money from better-off investors, in large increments (at least 50,000 yuan, about $8,160) and for short periods (typically less than six months, sometimes much less).
Like banks, shadow banks are middlemen, issuing liabilities and holding assets. Another point of resemblance is that their assets are often less liquid, longer-term and riskier than their liabilities purport to be. Yet unlike banks they lack an official safety net, such as a lender of last resort, should these mismatches ever be exposed.
That makes shadow banking a bit scary. The International Monetary Fund frets that “a fast-growing share of credit is flowing through the less-well-supervised parts of the financial system.” Mr Zhang’s book is marketed to people who suspect that systemic dangers lurk in these shadows. But the tale it goes on to tell is more interesting. Shadow banking, he argues, is “more a symptom than the disease itself.”
The disease itself is financial repression. China imposes a ceiling on the interest rate that banks can pay to depositors. This keeps banks’ cost of funding low, making them eager to lend. To curb their enthusiasm, the regulators must impose offsetting limits on their lending, as Dong He and Honglin Wang of the Hong Kong Institute of Monetary Research have pointed out. These limits range from conservative loan-to-deposit ratios to heavy reserve requirements and blacklists of overexposed borrowers, such as property developers or local governments.
Where there is regulation, there is evasion, notes Mr Zhang. Much of China’s shadow-banking system serves merely to help banks evade deposit ceilings and lending guardrails. It would be less pervasive if China’s lending limits were less strict. But then those limits would not need to be so tight if banks’ funding costs were not repressed.


Neglected by the banks, small firms are willing to pay the 20-24% interest rates charged by China’s 6,080 microlenders. But micro-loans amounted to only 592 billion yuan ($97 billion) at the end of last year, equivalent to less than 1% of bank credit (see table). A far bigger source of finance for illiquid firms is other more liquid ones. Non-financial companies are barred from lending directly to each other, but they can make “entrusted” loans via a bank or trust company. This lending is sizeable, but also relatively safe, according to Standard & Poor’s. Most of the loans are made by big firms to their sister companies.
WMP! There it is
As well as midwifing loans from one firm to another, trust companies also raise pools of money from investors by issuing their own WMPs. These products amounted to 1.9 trillion yuan at the end of 2012. Most mature within 1-3 years, according to Jason Bedford of KPMG, an auditing firm. The money is often invested in loans to credit-starved enterprises. Some products are, however, more imaginative, speculating on tea, spirits, or even graveyards. In at least one case, a product was not just imaginative but entirely imaginary: raising money for a non-existent project dreamed up by a rogue trust-company manager.
These products are, then, risky. But potential losses are cushioned by collateral and unmagnified by leverage, Mr Bedford points out. In principle these losses are also borne by investors. The buyers of two faltering products issued by CITIC Trust, China’s largest trust company, have been told not to expect a bail-out. In practice, however, many trusts are less stiff-spined. They are tempted to rescue investors to maintain their good name.
Often, these trust products are sold through banks, which distribute them, without guaranteeing them. The public, however, “pretends not to understand the distinction”, Mr Zhang says. By feigning ignorance, aggrieved investors hope to browbeat the government into holding the banks liable, he argues. In Hong Kong banks had to ease the pain of losses on Lehman minibonds sold through their branches. It is notable that one of the banks involved, Bank of China, has been unusually reluctant to sell WMPs in the mainland, points out Mike Werner of Sanford C. Bernstein, a research firm.
Trust products sold by banks tend to be confused with a less risky kind of WMP: bank products packaged by trusts. In the first case, Mr Bedford explains, the bank provides a service to the trust companies, offering its staff and branches as a distribution channel. In the second case, the roles are reversed: trust companies and, increasingly, securities companies, provide a service to the bank, helping it to package assets in its WMPs.
Unlike trust products sold by banks, bank products packaged by trusts are fairly conservative. They are mostly “deposits in disguise”, as Standard & Poor’s put it, offering yields one or two percentage points higher than the deposit-rate ceiling. As well as helping banks to breach this ceiling, these products allow banks to window-dress their balance-sheets, points out Mr Werner. The WMPs are typically timed to mature just before the end of each quarter. As the money is returned to the WMP-buyers, it is paid into their deposits at the bank, just in time to bring the bank’s loan-deposit ratio below the regulatory limit of 75%.
If enough of the riskier WMPs fail, it might prompt investors to stop buying fresh products. Since WMPs usually mature long before the underlying assets do, that could inflict a nasty credit crunch on otherwise solvent ventures. But the impact on the banking system would be less obvious. If investors lose confidence in WMPs, they are likely to switch to deposits instead. The result would be a run to the banks, not a run on them. The only worry is that investors may not run to the same banks that issued most of the WMPs. China’s smaller joint-stock banks, which have led WMPs issuance, could therefore face a funding squeeze.
One answer would be to introduce formal deposit insurance. That would force banks to pay for the implicit backing they enjoy from the state. It would instil confidence in the smaller banks, as well as the ones that are obviously too big to fail. It would also draw a clearer distinction between safety (insured deposits) and risk (uninsured investments).
Critics of China’s shadow banking like to compare WMPs to the collateralised debt obligations at the heart of the global financial crisis. But according to Ting Lu of Merrill Lynch, the banks’ WMPs bear a closer resemblance to American money-market funds, investing mostly in safe, liquid, short-term paper. Those funds, which first arrived in America in 1971, competed successfully with bank deposits, forcing legislators to phase out America’s caps on deposit interest rates in the 1980s. Perhaps the banks’ WMPs will prove a similar spur to reform in China.
Mr Zhang is impatient for that day. He graduated from the central bank’s academy back in 1986 with a thesis entitled “The Path to Interest-Rate Liberalisation”. Then, he thought the removal of interest-rate controls was only five years away. Over a quarter of a century later, students are still writing the same thesis, he says. “Those five years have never ended.”
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Banca Etica
Ethical banking in Italy
A bank that takes its name seriously
 Jun 1st 2013  | FLORENCE  |From the print edition

ANOTHER Italy was on display this month at Florence’s 16th-century Fortezza da Basso, where Banca Etica, an ethical bank, held its annual meeting. Outside, stands were selling all sorts of bio foods. Inside, casually dressed shareholders discussed weighty subjects such as social responsibility and the economic crisis.
Until a few months ago Banca Etica was known only to insiders. But then the new parliamentarians of the anti-establishment Five Star Movement, which won more than 25% of the vote at the general election in February (but flopped at local polls on May 26th and 27th), queued to open accounts when parliament convened. That helped spread the word. Now people are curious.
Ethical banks are nothing new, but Banca Etica takes its name seriously. Its annual report calls for a citizens’ revolt against casino finance, the use of tax havens and speculation in commodities. Executive pay is not allowed to exceed six times the lowest wage at the bank. And it does not want to get involved with anything having to do with pornography, oil or arms (a rule that even applies to shareholders: the directors’ report raised concerns that two, Banca Popolare di Milano and Banca Popolare dell’Emilia Romagna, are now on a list of banks related to arms production and sales).
Such ideas may explain why Banca Etica is small: it has only 17 branches, around 230 staff and loans of less than €1 billion ($1.3 billion), and made a profit of €1.6m in 2012. The firm provides mainly credit to the non-profit sector and green businesses. It was, for instance, the first Italian bank to lend to co-operatives of young people who farm land confiscated from the Mafia.
Yet Banca Etica has attracted a broad range of shareholders. They number 38,400, of which 5,900 are firms, including 83 financial institutions. By some measures, it is among Italy’s best-run banks: only 0.4% of loans are in default and only 4.9% of loans are classified as “problematic”. And its managers seems inventive. They have set up a platoon of 24 travelling bankers to drum up business in areas far from its branches.
Can Banca Etica grow beyond its niche? That probably depends less on the firm itself than on Italy’s established banks. If there are more scandals such as the one surrounding Monte dei Paschi di Siena, the world’s oldest bank, which lost billions in dubious derivatives deals, Banca Etica may attract more business than it can deal with.
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European monetary policy
The negative option
Would charging banks that leave funds at the central bank help or hurt?
 Jun 1st 2013  |From the print edition

THE euro-zone economy remains prostrate after suffering six consecutive quarters of declining output. The European Central Bank (ECB) is under pressure to act when its governing council meets on June 6th. One option would be to introduce negative interest rates.
Such a decision would make the ECB the first big central bank to move into negative territory. But it would not be alone. Denmark, which does not belong to the euro zone but fixes the krone to the euro, went negative last July to fend off inflows of foreign funds that threatened to break the peg and lead to an unwelcome appreciation. If the ECB followed suit, the refinancing rate, which it charges for lending money to banks and which it lowered in early May from 0.75% to 0.5%, would remain positive. As in Denmark, the rate to turn negative would be the one paid to banks on their deposits at the central bank; this has been zero since last July (a decision that prompted the Danish move).


Before the financial crisis in 2008, the ECB’s deposit rate did not matter that much. There was little incentive for banks to leave any spare funds at the central bank, other than the minimum reserves they must hold: they could get a better deal by lending in the money markets. Eonia, the overnight rate at which banks lend to one another, closely tracked the ECB’s refinancing rate, which the central bank could make stick by restricting the amount of money it provided. But once the ECB started to lend as much money as banks wanted to borrow, central-bank liquidity became so abundant that the deposit rate has become the crucial determinant of Eonia, which hovers just above it (see chart).
As important, money markets have become segregated, crucially between southern and northern Europe. The ECB’s lending has gone mainly to banks in the south. As capital has ebbed out of the periphery, banks in northern Europe have found themselves flush with funds, which they have put on deposit at the ECB.
If the ECB introduced negative deposit rates, banks would have to pay for leaving money at the central bank. Charging depositors rather than borrowers inverts the usual order of things. Indeed, the idea that nominal interest rates cannot fall below zero is a reason why central banks have adopted policies such as quantitative easing. The usual explanation for the “zero lower bound” is that depositors can avoid negative rates by switching to cash. This sets a limit to deep moves into negative territory, but small forays are feasible because holding currency entails storage costs.
Imposing negative deposit rates brings two possible advantages. One is that as these rates feed through to money markets the euro would weaken, which would support demand by stimulating exports and curbing imports. In Denmark the policy warded off the upward pressure on the krone, allowing the peg with the euro to be held. The main lesson of the Danish experience is that such a policy does sway currency markets, says Jan Storup Nielsen, an economist at Nordea, a bank.
The policy might also help to combat the financial fragmentation of the euro zone. If banks in northern Europe had to pay in order to hold money on deposit with the central bank they might be more prepared to start lending again to banks in the south. A decisive move towards negative deposit rates could get the interbank market working again throughout the euro area, argues Christel Aranda-Hassel, an economist at Credit Suisse.
But that alluring prospect might prove elusive. Instead, continuing doubts about the soundness of banks in southern Europe could prevail, making banks in the core wary of dispatching their spare funds southward. If that proved to be the case then introducing negative interest rates would be counter-productive. Banks could try to make up for the new expense by raising their lending rates, hurting rather than helping the economy.
The ECB will be cautious about a policy that could do more harm than good. After all, it can achieve some of its effects by threatening to go negative, which helps to weaken the euro. But the idea got the backing of the OECD in its latest report on the rich-world economies. If the euro zone remains mired in recession, the ECB may actually go negative—though it would be better still to follow the example of America’s Federal Reserve and the Bank of England and to undertake quantitative easing.
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Digital money
Taking a liberty
Life for virtual money-launderers is getting harder
 Jun 1st 2013  | NEW YORK  |From the print edition



A CRIMINAL indictment, filed in New York against Liberty Reserve (LR) and seven current and former employees, has shaken the world of digital currencies. The defendants are charged with running a money-laundering operation that allegedly acted as “a financial hub of the cybercrime world”, serving credit-card fraudsters, identity thieves, hackers and drug traffickers. Authorities estimate that LR processed 55m transactions and laundered $6 billion between 2006 and May 2013. That makes it the largest case in the history of cross-border money-laundering.
With LR’s website shut down—and regulators warning that virtual currencies should follow anti-money-laundering rules more assiduously—cyber-enthusiasts have been left wondering which digital-money business will be next in the prosecutors’ sights. Attention has inevitably turned to Bitcoin, the darling of virtual currencies, which is widely used on Silk Road, an online marketplace for illegal drugs.
But the two are not the same. LR was essentially no more than a digital Western Union or PayPal, albeit one designed to break the rules. Users had to provide a name, address and date of birth, but the firm did not verify the information. It charged a 1% fee per transfer, plus a 75-cent “privacy fee” to ensure untraceability (even within LR’s system). To dodge regulations and avoid creating a paper trail, LR made users deposit and withdraw funds through third-party “exchangers”.
Bitcoin is more of a proper currency, because it can be transferred without recourse to a central clearing house—rather like bundles of dollar bills. But businesses which trade Bitcoins for central bank-issued money, such as Mt.Gox, an exchange based in Japan, resemble Liberty Reserve. They could find themselves chased down by prosecutors if too much dirty money starts flowing through Bitcoin. On May 14th federal agents seized some funds from an account held by Mt.Gox at Dwolla, another online transfer service, on the basis that laws governing money transfers were not being followed.
If prosecutors look for more cases, the most likely targets are online payment services that allow cash to be moved without verifying users’ identities. The number that merely pretend to apply “know your customer” and other anti-laundering rules is thought to be in the dozens. The LR case will make regulators warier of digital-money innovations such as Bitcoin.
The case highlights how hard it is to track such operations. LR’s founder, Arthur Budovsky (pictured on previous page, after his arrest), had been known to the authorities for years. After being prosecuted in America for running an unlicensed money-transmission firm (the home of E-Gold, a now-defunct digital currency), he moved the business to Costa Rica. When local regulators grew concerned, he allegedly designed a fake compliance portal, then pretended to shut the firm down while in fact taking it underground.
But crimefighters’ techniques have evolved too. As well as creating undercover LR accounts, they wiretapped internet connections and executed search warrants for e-mail accounts and internet service providers. Prosecutors’ offices are investing heavily in their cybercrime labs. Money-moving businesses that facilitate digital dodginess will find it increasingly hard to stay a step ahead.
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Buttonwood
A great migration
Spain needs its young people to create new businesses
 Jun 1st 2013  |From the print edition



THE Atlantic crossings made by Europeans to America in the late 19th and early 20th centuries were one of the great migrations in history. Much less noticed was the flood of people into Spain in the first decade of the 21st.
Spain absorbed an extra 5m immigrants between 2000 and 2009. By the latter date, the proportion of immigrants in the population was 13.8%, not far short of the proportion in the United States in around 1900. The country is now dealing with the aftermath of that remarkable shift. Many of those immigrants worked in the construction industry, which has collapsed since. With jobs now scarce, the flow has turned from net immigration to net emigration: Spain’s population fell by more than 200,000 last year.
In an ideal world, indeed in an ideal currency union, labour would flow to where it is most needed. Unemployment in Spain is high; in Germany it is relatively low. Some young Spaniards are moving to Germany in search of work. Nearly 30,000 made the trip in 2012. Yet these are fairly small numbers. More Greeks than Spaniards moved to Germany in 2012, even though Greece’s population is only a quarter of the size of Spain’s. Romania, with only half as many people as Spain, supplied Germany with 116,000 immigrants. Poland, which has four-fifths as many, sent 176,000 migrants across the German border.
The main cause of Spain’s population fall in 2012 was that former immigrants moved on, either back to their own countries or to other EU nations in search of work. Just three countries—Colombia, Ecuador and Romania—accounted for almost half of the leavers.
Language may be the key factor: five of the largest 15 immigrant populations in Spain came from Spanish-speaking countries in Latin America. Perhaps the global Hispanic labour market is more efficient than the EU version. Since there are no other Spanish-speaking countries in the EU, young Spaniards seeking a better-paid job must have some language skills. In Madrid and Barcelona there has been a 60% jump in the number of young Spaniards seeking to learn German. Of course, for plenty of manual jobs, no language skills are necessary. But Spaniards would then have to compete against workers from eastern Europe or elsewhere, who are willing to accept low wages.
It might seem surprising that the number of young Spaniards willing to take this risk is not higher, given youth unemployment of 56%. But Carmen González Enríquez, an economist at the Real Instituto Elcano, argues this figure is overstated. Of the 4.1m Spaniards aged between 16 and 24, only 1.7m are in a job or looking for work. The vast majority of the rest are either students or young mothers looking after babies. So the number of young Spaniards who are unemployed is actually 22%—still far too high, but not quite as alarming as the number usually quoted.
What would happen if more young Spaniards moved within the EU in search of work? Would that be good for the Spanish economy in the long run? Because of its low fertility rate in recent decades, Spain is ageing rapidly. Having had 5.6 people of working age for every retired person in 1970, Spain has just 3.6 today. By 2050, the ratio will have deteriorated to 1.5, according to the OECD. Public expenditure on pensions is expected to rise from around 9% of GDP today to 15.5% by 2050. Those numbers may look a lot worse if young Spaniards emigrate in droves, leaving fewer workers to care for the remaining elderly.
A further danger, according to William Chislett, a commentator based in Spain, is that those who go are the brightest and most qualified, leaving behind people who dropped out of school at the age of 16 because of the chance to earn a good wage on building sites. Although foreign companies are recruiting skilled workers in the car industry, finding jobs for the large number of unqualified workers is proving difficult.
What is not clear is whether Spain has the regulatory climate that will nurture the new companies the country needs to provide work for its young people. A World Bank survey last year ranked the country 136th in the world in terms of ease of starting a business, sandwiched between Brunei and the Dominican Republic. America in the early 20th century was a land of opportunity; that was why immigrants arrived and why they helped the economy to flourish. Spain needs the same spirit, so that the best and brightest of its population—born at home or abroad—can become the next generation of entrepreneurs.
Economist.com/blogs/buttonwood
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Japan’s equity and bond markets
Shocking
Volatile bond yields may spell trouble for Abenomics
 Jun 1st 2013  | TOKYO  |From the print edition



IT IS the one thing that was not supposed to happen. On April 4th the Bank of Japan (BoJ) announced its shock-and-awe plan to hoover up ¥7 trillion ($68 billion) of government bonds a month and double the monetary base. But instead of producing rising bond prices and falling yields, the central bank’s actions have so far led to the opposite. On May 23rd the yield on ten-year Japanese government bonds touched 1%, three times higher than before the BoJ’s April announcement. And on the same day Japanese stocks plunged, with the Nikkei 225 index dropping by 7% (see chart). Could “Abenomics”, the economic-revival plan of Shinzo Abe, Japan’s prime minister, already be coming unstuck?
The most tangible success for Abenomics had been a soaring stockmarket: the Nikkei share index rose by 79% in the year to May 22nd. Although its fall since its peak reached 13% on May 30th, this partly reflects profit-taking. But the spike in bond yields is continuing to unnerve investors. In April Haruhiko Kuroda, the governor of the BoJ, had said the bank would encourage further falls in nominal interest rates. Given the rise in bond yields since, says Naka Matsuzawa, chief strategist at Nomura Securities, an investment bank, “you can say that the easing by the Bank of Japan has in one sense already failed.”
The nub of the problem is that the bank’s twin aims—generating inflation and bringing down yields—are somewhat contradictory. Holders of low-yielding government bonds who believe that the BoJ will achieve its inflation target of 2% in two years may respond by selling. Their sales over the past few weeks have pushed up nominal yields far more quickly than the BoJ expected. Higher inflation, which would bring down real rates, has not yet arrived. Pessimists therefore argue that borrowing costs are rising, posing a threat to any early economic recovery.
Optimists see things differently. First, they point out, bond yields may have simply returned to their recent trading range; at around 0.3% just before the BoJ’s April announcement they were unusually low, even for Japan. Second, the bank’s aim to generate inflation expectations seems to have succeeded (at least in the case of bond traders). And third, higher volatility in bond yields is to be expected after such a big intervention by the central bank.
Both Taro Aso, the finance minister, and Mr Abe last week called on the BoJ to reassure the bond market. Mr Kuroda has made some confusing statements. On May 22nd he said that the spike in rates would not affect the economy. But he also argued that the central bank does not have full control over long-term rates. After plunging stockmarkets compounded worries about bond-market volatility, Mr Kuroda pledged to do more to keep rates stable.
A particular fear is that higher volatility could provoke a repeat of the value-at-risk shock of 2003, when market-risk models spurred further selling once volatility triggers had been breached. The worst scenario is that bond-market volatility could focus attention on Japan’s public debt, which stands at nearly 250% of GDP. Owning so many government bonds, banks are heavily exposed to any rise in yields: an increase of only one percentage point would mean a loss of ¥10 trillion for Japan’s banks overall, according to J.P. Morgan.
“So far there is no connection between volatile bond yields and the fiscal position,” says an official at the finance ministry. Mr Kuroda reminded the government this week that it, too, has a role to play in reassuring bond investors—by pursuing fiscal consolidation. It soon has to decide whether to go ahead with a planned rise in the consumption tax in April 2014 to boost tax revenues. A package of structural reforms to boost long-term economic growth, the details of which will be announced soon, would also calm nerves.

This article was downloaded by calibre from http://www.economist.com/news/finance-and-economics/21578701-volatile-bond-yields-may-spell-trouble-abenomics-shocking/print
 
 
 | Section Menu | Main Menu | 





| Next | Section Menu | Main Menu | Previous | 

The austerity debate
Dismal pugilists
Mudslinging between economists is a distraction from the real issues
 Jun 1st 2013  |From the print edition

THE brawl featuring two economists, Carmen Reinhart and Kenneth Rogoff, and a Keynesian militia led by Paul Krugman, a Nobel prize winner, refuses to die down. It makes entertaining academic theatre. Sadly, it also distracts from an emerging consensus on how countries should best cope with debt.
In 2010 Ms Reinhart and Mr Rogoff initiated an influential line of research with a paper that purported to show that growth slowed dramatically when public borrowing rose above 90% of GDP. The work quickly became beloved of austerity-minded politicians in Europe and America. Then in April three economists from the University of Massachusetts, Amherst, said that unorthodox statistical choices and a spreadsheet blunder had led Ms Reinhart and Mr Rogoff to exaggerate the drop-off in growth at high debt levels.
Keynesian academics pounced, declaring the intellectual foundation of austerity destroyed. The most damning salvos came from Mr Krugman in an essay saying the 2010 paper had “more immediate influence on public debate than any previous paper in the history of economics”, yet its conclusion and methodology should have been suspect from the start. Ms Reinhart and Mr Rogoff struck back on May 25th in an open letter to Mr Krugman, decrying his “uncivil behaviour” and his own misstatement (Mr Krugman accused the authors of failing to make public their data; they had. It was their spreadsheet calculations that were not publicly available).
The heat has risen, but the meat of the debate has changed little; if anything, differences may be narrowing. Ms Reinhart and Mr Rogoff now emphasise their less sexy results, that as debt rises growth merely slows, rather than collapses, a point on which many agree. In their letter to Mr Krugman they acknowledge that research is mixed on whether higher debt leads to slow growth or vice versa, long the key criticism of their work. They continue to argue for cautious, proactive debt-reduction. But they say they favour writing down bank debt, slightly higher inflation and “financial repression” (imposing lower real returns on creditors) over immediate austerity.
Those policies are much more to Mr Krugman’s liking. Yet their letter pointedly does not aim to mend fences (it is doubtful Mr Krugman would be interested). And the rhetorical battle obscures important areas of agreement. Austerity that undermines growth does not help; writing down private debt and boosting growth through monetary stimulus and supply-side reform do. That would be a useful message for politicians, but they may struggle to hear it above the din.
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Crowdfunding in America
End of the peer show
Peer-to-peer lending needs a new name
 Jun 1st 2013  | San Francisco  |From the print edition



FINANCE is seldom romantic. But the idea of peer-to-peer lending comes close. This is an industry that brings together individual savers and lenders on online platforms. Those that want to borrow are matched with those that want to lend. Banks and credit-card firms are kept out of the picture. Talk to enough people in the field and someone is bound to mention the “democratisation of finance”.
But as the industry matures, it is moving away from its roots of relying on individual lenders alone for its supply of capital. Institutional money is flowing onto the platforms as well. That is particularly true in America—partly because money managers there are more used to investing in credit, partly because retail investors have more regulatory hoops to jump through.
The two biggest lending platforms in America are Lending Club and Prosper, both based in San Francisco. Lending Club is the industry’s leading light. It was set up in 2007 by Renaud Laplanche, a Frenchman who previously founded a software firm that was acquired by Oracle. The bulk of its lending is for debt consolidation by credit-card borrowers. With no legacy business to protect or branch networks to pay for, it can offer borrowers a rate of 14%, well below standard charges of 18%.
That kind of price advantage keeps demand high. Lending Club made possible $140m of loans in April. Its revenues, from fees charged to borrowers and lenders, will amount to about $100m in 2013, and Mr Laplanche hopes to double that in 2014. The firm has had positive cashflow for the past three quarters and got a seal of approval in May when Google took a stake. Mr Laplanche is coy about what the relationship with Google will bring, but the investment establishes a benchmark for an IPO slated for some time next year. The deal valued the firm at $1.6 billion.
As for the supply of capital, institutional investors now account for two-thirds of loan volumes. “We haven’t used the term ‘peer to peer’ for the past three years, just like Facebook doesn’t call itself a social network,” says Mr Laplanche. Investors such as insurers and sovereign-wealth funds have assigned pots as big as $100m.
Prosper, which was founded in 2006 and also targets America’s $700 billion pile of credit-card debt, is equally keen to tend its institutional base. It has had a bumpier ride than Lending Club but a new funding round this year brought in Sequoia, a leading venture-capital firm, as the firm’s biggest shareholder. It also installed new manager, headed by Stephan and Aaron Vermut, a father-and-son combination.
Prosper is not yet profitable but the institutional capital is also flowing in fast. “This is the first time in history that non-bank investors can get access to unsecured consumer-credit products,” says Aaron Vermut. The Vermuts have mimicked Lending Club by setting up two pools of loans. One contains whole loans that institutions can snap up; the other is a “fractional pool”, in which loans are divvied up among lenders, mostly retail investors.
CommonBond, a start-up based in New York, is taking aim at another great lump of American household debt: student loans. By targeting MBA students and graduates, it can cream off a creditworthy population of borrowers with proven earning power and offer a lower interest rate than the government’s student loans. Its first fund was for 40 MBA students and graduates at the Wharton School of the University of Pennsylvania.
The second fund is more ambitious. It will finance 1,500 students in 20 schools. The first fund drew on Wharton alumni for capital; this time around family offices, hedge funds and community banks are participating (it already has commitments for over $100m). And whereas the first fund was as simple as could be, the next one will be structured and securitised.
The draw of institutional money for peer-to-peer lenders is simple. It soups up growth, and increases capacity. It also makes it easier to think about offering longer-term products than the consumer loans which have been the industry’s staple to date. Mr Laplanche reels off a list of areas in which Lending Club plans to expand, from student debt to business loans.
Some retail investors worry that they will get squeezed out. The firms are adamant they will not. One reason is that borrowers still like the idea of being lent to by other individuals, not by faceless pots of capital. Stephan Vermut at Prosper reckons that the social aspect to the site encourages higher repayment rates. David Klein, one of CommonBond’s founders, stresses the importance of having MBA alumni fund students to create a sense of community.
Love at first flight
The firms are also unlikely to ditch a stable source of funding. Some individuals invest via retirement accounts, offering a predictable flow of capital. Mr Laplanche says that Lending Club’s largest monthly inflow of retail money came in August 2011, when Standard & Poor’s downgraded America’s credit rating. Investors pulled money from the stockmarket and put it into what they regarded as the safer option.
The industry is no less appealing for its evolution. A glut of capital ought to keep things affordable for borrowers and increase liquidity. And regulators are pleased to see a growing alternative to mainstream banks that matches assets and liabilities and does not load up on leverage. “We are a more efficient way of consumer lending and capital allocation,” says Mr Laplanche. That description may not have the romantic ring of peer-to-peer lending but it does set the stage for the industry to have a greater impact.

This article was downloaded by calibre from http://www.economist.com/news/finance-and-economics/21578670-peer-peer-lending-needs-new-name-end-peer-show/print
 
 
 | Section Menu | Main Menu | 





| Next | Section Menu | Main Menu | Previous | 

Free exchange
Macro control, micro problems
History shows the limits of macroprudential policy in curbing dangerous risk-taking
 Jun 1st 2013  |From the print edition



AMERICA’S Federal Reserve faces a dilemma: to put the economy back on its feet it is keeping interest rates at zero and buying bonds; but in doing so, it worries, it is egging on dangerous risk-taking. Cue “macroprudential” policy. In theory, central banks would use regulatory and supervisory authority to stamp out excesses in specific markets while leaving monetary policy to take care of inflation and employment.
History suggests this is easier said than done. “Macroprudential” may be new jargon, but America has tried variants of it for decades, from credit controls to down-payment limits. And the record is not a ringing endorsement for macroprudential policy, according to a new working paper by Douglas Elliott of the Brookings Institution, Greg Feldberg of America’s Treasury Department and Andreas Lehnert of the Fed. They found controls were often circumvented by regulatory arbitrage. And when controls worked, political pressure sometimes led to their repeal.
As the authors note, evaluating the record of macroprudential policy is complicated by sketchy data, numerous regulators and markets, and the blurred line between permanent and cyclical regulatory changes. Broadly, the macroprudential controls aimed either to regulate the supply of credit or the demand for it.
Supervisory pressure, reserve requirements and interest-rate ceilings have all been used to control the supply of credit, but success at suppressing bank lending often merely led other lenders to fill the void. In 1929 the Fed, alarmed at the speculative surge on Wall Street, instructed banks to curtail lending to stockbrokers. Bank loans duly declined, but total loans still rose as corporations, attracted by the high interest rates on offer, stepped in.
From 1935 the Fed had the power to use reserve requirements—the portion of deposits banks must keep on hand as cash—to manage the business cycle. The authors find that from 1948 to 1980 higher reserve requirements modestly reduced the growth of bank credit. But the impact on overall credit growth was muted as non-banks made loans that banks no longer could. In the 1960s and 1970s large banks found sources of funding that escaped the requirements, forcing the Fed to rejig the rules.
Interest-rate ceilings had similar problems. As market interest rates began to rise in the 1950s, banks lost deposits to other institutions not covered by the ceilings. This helped restrain lending and inflation, but over the years it mostly affected small banks; large banks diversified their funding sources. The advent in the 1970s of money-market funds, combined with dramatically higher interest rates, led to massive outflows of deposits and, eventually, legislation abolishing the ceilings.
Regulators had more success controlling demand for credit. In 1941 Franklin Roosevelt invoked the Trading With the Enemy Act of 1917 to authorise the Fed to restrict consumer-instalment loans. The idea was to suppress consumption and free resources for the war effort. The Fed, which administered controls through its Soviet-sounding “Division of Selective Credit Regulation”, used them to suppress inflation while interest rates were subordinated to the Treasury’s funding needs. The authors found that tightening the controls generally caused credit growth to slow.
In 1950 the Fed’s authority was extended to home loans. In October that year it set out a specific target: reduce home construction by one-third over the coming year. To do so it set limits on loan-to-value ratios and maturities that became more restrictive with the size of the loan. At the same time the Federal Housing Administration and Veterans Administration, which guaranteed residential mortgages, raised down-payment requirements and reduced loan limits. Home construction consequently fell, albeit by a quarter, not a third.
Succeeding too well
Though they worked, credit controls were deeply unpopular. At one congressional hearing bankers called them “a long step in the direction of government planning”. In 1952 Congress stripped the Fed of its authority to use the controls.
In 1969 Congress restored that authority with the Credit Control Act, hoping that the Fed could target inflation-prone sectors while sparing the broader economy the pain of higher interest rates. Republicans attacked the bill for establishing “a complete credit police state.” One Fed official promised never to use the authority “short of a national war.” The act was not invoked until 1980, as part of President Jimmy Carter’s battle against inflation. The Fed imposed higher reserve requirements on banks advancing credit cards and personal loans, and (for the first time) on money-market funds.
The controls succeeded spectacularly: credit plummeted, even in exempted categories such as car and home loans. America tumbled into a short, sharp recession, prompting the controls to be lifted. The experience soured the Fed and Congress on credit controls; the law was repealed shortly afterwards.
Indeed, by the mid-1980s, most direct restraints on credit had been repealed and the Fed came to rely on interest rates alone to regulate demand and borrowing. Supervisors continued to issue warnings: they did so about subprime lending in 1999, home-equity lending and commercial property in 2005, and exotic mortgages in 2006. None had much impact on overall credit growth. This was partly because so many lenders were not regulated as banks. But it was also, the authors note, the first major credit expansion in Fed history when supervisory guidance was not backed up by direct actions such as tighter monetary policy, interest-rate ceilings or credit controls.
Although such controls are popular elsewhere, there is little talk of bringing them back. To work, they would require multiple regulators co-ordinating across multiple markets, in the face of fierce political opposition. Instead, regulators simply hope to make the financial system more resilient should a bubble one day burst.
Economist.com/blogs/freeexchange
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Martian space flight
Red dreams
Mars has always been Shangri-La for space buffs. Two new private missions show that its lure is as strong as ever
 Jun 1st 2013  |From the print edition



ON JULY 20th 1969, when Neil Armstrong and Buzz Aldrin set foot on the Moon, it capped half a century of extraordinary progress in aviation. In the six and a half decades since the Wright brothers’ Flyer had staggered into the air near Kitty Hawk, North Carolina, aeroplanes had shrunk the world, revolutionised warfare and created the modern travel industry. Technical records for altitude, speed and endurance had fallen helter-skelter.
For that reason, many of those watching the two astronauts on their black-and-white televisions could have been forgiven for thinking that going to the Moon was simply the first step in a human expansion into the solar system. Indeed, that had long been the dream of the space buffs who made the Moon missions possible. Wernher von Braun, the genius who designed the Saturn V Moon rockets—and who had been planning Mars expeditions since the publication, in 1948, of his book “Das Marsprojekt”—pitched a crewed Mars mission to then-President Richard Nixon soon after Armstrong and Dr Aldrin landed.
But it was not to be. The Apollo Moon programme was shut down early, and the world’s astronauts have spent the past 41 years pootling around in low-Earth orbit. Now, though, spurred by the rise of the buccaneering, private-sector “New Space” industry, which is offering access to the cosmos at prices far lower than government-backed rockets can manage, the old dream is enjoying a resurgence. Elon Musk, whose rocket firm SpaceX already flies cargo to the International Space Station (ISS), makes no secret of his Martian ambitions. Two privately run organisations in particular—Inspiration Mars, brainchild of Dennis Tito, an American tycoon who became the world’s first space tourist in 2001, and Mars One, run by Bas Lansdorp, a Dutch entrepreneur—have announced plans to send people to Mars without relying on the resources of a state.
Mr Lansdorp admits that, on hearing about his plans, people’s first response is that he must be crazy. But both he and Mr Tito (who started his career as an engineer at the Jet Propulsion Laboratory, JPL, in Pasadena, which runs NASA’s unmanned Mars missions) insist they are serious. Technical studies have been done, astronaut applications are being processed and deals are being signed with the firms that will build the spacecraft.
Both men are motivated by frustration with government efforts, which have gone around in circles—and not orbital ones—for decades. It is the stated policy of Barack Obama’s government to send a crewed mission to Mars in the 2030s. But given the recent history of NASA as a political football (the George Bushes senior and junior both proposed similar missions that went nowhere), and given looming cuts to its budget, few think such a mission will actually happen. As Mr Tito put it when he announced Inspiration Mars: “the way we’re going, we’ll never get started.”
Can-do talk aside, there are good reasons for scepticism. Sending people to Mars will be extremely difficult; far harder than sending them to the Moon. For one thing, Mars is much farther away. The Apollo missions took three days to get there, but flight times to Mars are measured in months. That would require an utterly reliable spacecraft. The vast distance imposes a communication delay, too. Whereas the Apollo astronauts could talk to their ground-based controllers more or less in real time, Martian astronauts would face delays of up to 40 minutes between asking a question and getting an answer.
And spending months in deep space would expose a crew to a chunky dose of radiation. Information from the Curiosity rover’s flight to Mars, just published in Science, suggests a crew could expect a radiation dose close to the maximum lifetime limit for NASA’s astronauts. If the sun were to have one of its regular temper tantrums, known as coronal mass ejections, which produce huge bursts of ionising radiation, that limit might be far exceeded.
When the stars are right
Both missions hope to use SpaceX’s Falcon Heavy, a planned upgrade of its existing Falcon rocket. But even with access to cheap rockets, flying to Mars without the financial firepower of a government requires clever, and drastic, cost-cutting. In Mr Tito’s case, this means that although his astronauts will fly within about 140km (90 miles) of the Martian surface, they will not actually land. His mission calls for a two-person craft—possibly a variant of SpaceX’s Dragon capsule, which is already used to ferry cargo to the ISS—to be sent on a “free return” trajectory to Mars. By clever design of its orbit, the craft can be sent to Mars with a single burn of its rocket engine. From thereon in, gravity takes over. The craft will swing around Mars and emerge on a trajectory precisely calculated to have it re-enter Earth’s atmosphere several months later, with only minimal course corrections needed along the way. Orbital mechanics is one of Mr Tito’s specialities. Before he left JPL to become an investment manager, he designed orbits for Mars probes.


Removing the requirement to land simplifies the task enormously. No complex manoeuvring into a Mars orbit is necessary. No landing craft is needed, nor any survival gear for use on the Martian surface. That saves fuel and, more importantly, launch mass (the overriding concern for any space mission). Mr Tito’s team hopes to wring further savings by launching in 2018, in order to take advantage of a rare set of celestial circumstances that allow a gravity-powered trip to Mars and back in 501 days, instead of the two years that would normally be required. That keeps food and water requirements low.
“There is nothing technically infeasible about Tito’s plans,” says Robert Zubrin, who runs the Mars Society, which lobbies for human trips to Mars, and who has spent decades thinking about exactly how such missions might be executed. Mr Tito’s team has plenty of technical nous, as well as a deal with NASA to develop technology. It plans to recycle as much kit as possible from the ISS, whose life-support systems have proved themselves reliable for more than a decade.
Of course, saying that something is technically feasible does not mean that it is easy. Mr Tito’s mission will push the bounds of space flight. A year and a half is long time to spend cooped up in a craft the size of a motor-home, but Dr Zubrin points out that similar feats have already been achieved. Valeri Polyakov, a Russian cosmonaut, spent 438 days in space in 1994 and 1995. Four other Russian and Soviet missions have been over 300 days long. Mr Tito hopes to keep personal conflict to a minimum by sending a married couple—ideally one past child-bearing age, to eliminate the risks of accidental pregnancy and radiation-induced infertility.
The return to Earth could also be difficult. Inspiration Mars’s spacecraft will slam into Earth’s atmosphere at 14.2km a second, significantly above the 11km/s speed of Apollo. No existing heat shield could deal with such re-entry speed. But Taber MacCallum, the head of Paragon Space Development, an engineering firm, who is one of Mr Tito’s chief collaborators, says modern materials should be up to the task of making a new one.
Assuming the engineering questions can be solved, Mr Tito’s chief problems will then be time and money. His mission faces a hard deadline. If it is not ready by January 2018, the intricacies of orbital mechanics mean there will not be another chance of such a short trip until 2031. And even a stripped-down, Spartan mission that uses as much existing technology as possible and makes no attempt to land will be expensive. Inspiration Mars gives no official cost estimates, but Jeff Foust, the editor of the Space Review, an industry newsletter, thinks it could be done for “very roughly, around a billion dollars”, a sum that Mr Tito may try to raise through a personal donation, the sale of media rights, sponsorship deals and charitable appeals to his fellow tycoons.
It is a big task, and a dangerous one, but it is not beyond what technology allows. Dr Foust, for instance, gives Mr Tito about a one chance in three of succeeding. Even if everything does go according to plan, though, cynics might question the value of a billion-dollar, one-and-a-half year trip that comes within spitting distance of Mars but does not land. Dr MacCallum points out that even a fly-by would generate a great deal of publicity. “It would be a [Charles] Lindbergh” mission, says Dr Zubrin. “The point would be to prove it can be done.” (Though, since it would involve a pair of people making a hazardous journey for the first time, rather than a copy-cat, albeit solo, trip eight years later, a better comparison would be with Alcock and Brown, two British pilots who flew the Atlantic in 1919.)
Marooned on Mars
Mr Tito intends to simplify things by not landing. The Mars One project intends to simplify them by not taking off. Its four crew members, if they arrive intact, will live out the rest of their lives on Mars. They will build a settlement from their spacecraft and from inflatable living areas covered with regolith (the crushed rock that passes for soil on the planet). Nor will this be a one-off. Every two years the Martians will be joined by four more refugees from Earth, with the eventual aim of building up a full-fledged colony. As far as possible, they will produce food, water and materials in situ, though regular cargo launches from Earth will supplement these.


If Inspiration Mars is working to a brisk schedule, then Mars One’s plans seem positively frantic. The organisers aim to build a replica habitat, to be used for training, on Earth this year. An uncrewed supply mission will be launched in 2016, so that the first astronauts (who would arrive in 2023) will find useful kit ready and waiting. Robot rovers will be sent ahead as scouts to look for a suitable location for the homestead. The whole thing will be broadcast, so television rights—along with sponsorship deals, donations and possibly technology licensing—will pay the enormous cost ($6 billion for the first manned flight alone). At least, that is the theory.
It all sounds like a science-fiction writer’s fever dream. But the basic idea is nothing new. Mars advocates have been pondering one-way trips since the early 1990s, because this drastically simplifies the mission. Dr Aldrin, a keen advocate of manned space flight and one of the few people with experience of flying in deep space, is convinced that it is the way to go. And although most people would balk at the idea of spending several risky months traversing a vacuum so that they can live out their days in a freezing, airless desert millions of miles from home, the lure of Mars is strong for some. Mars One says that, since it opened the application process in April, it has had almost 80,000 people express an interest in becoming one of its astronauts. (In keeping with the media-friendly theme of its operation, Mars One allows anyone to apply to become an astronaut, and plans to televise the astronaut-selection process.)
Mr Lansdorp insists that his plans can work. “Whenever I talk to engineers, they say the engineering is doable, but what about the finance?” he says. “Then when I talk to the finance guys, they say the finance is fine, but are you sure you can make the engineering work?” Few others, though, are quite so confident. Dr Foust is polite. “Any one of the things they’re describing—flying people to Mars, landing on Mars, living on Mars—is very difficult,” he says. “Doing all of those at once is even more so.” Others, privately, are scathing: “It’s a real shame that something like this is getting so much publicity,” says one such anonymous expert. “It gives the whole private space industry a bad name.”
It is entirely possible—likely, even—that neither of these missions will happen. Mr Tito has the better chance, but there are many more ways for him to fail than to succeed. Mr Lansdorp’s plans look too ambitious to be credible. And NASA’s recent history suggests that its aspirations, too, will be blown off course by a future president. But all this will not deter true believers, who have been discussing how to run a Mars trip for decades. With the cost of space flight lower than ever, it seems unlikely that the dream will die. So even if the present crop of missions come to nothing, they will not be the last.
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Arctic ecology
Sacred geese
A diet of goose flesh may help polar bears survive global warming
 Jun 1st 2013  |From the print edition

POLAR BEARS are superb at ambushing seals as they come up through holes in the ice to breathe. During the months of summer, though, when the ice retreats, this lethal game of whack-a-pinniped is hard to play and the bears have been assumed to rely instead on the layers of fat they accumulate during the winter. This has led some conservationists to conclude that the species will run into in trouble in the future as global warming melts the Arctic’s sea ice ever earlier and reduces the time bears have to replenish their fat stores. But a new study suggests that seal is not the only thing in the bears’ larder. They may be able to supplement it with a summer diet of geese, and thus evade the consequences of a changing climate.
Polar-bear watchers do sometimes spot their quarry chasing snow geese during the summer, when these birds have moulted and are unable to fly. However, a quick calculation comparing the cost of doing so with the energetic gain from success suggests such hunts are not usually worth the effort. To make a profit, the argument goes, a polar bear weighing 320kg (700lb, the average for an adult) must, if hunting a 2kg goose, make its kill in less than 12 seconds. If it does not do so, then the calories it expends running after its prey will exceed those it gains from catching it—and the calculation is tipped still further in the birds’ direction if the cost of the ones that get away is included.
Geese and other waterfowl do, nevertheless, seem to form a significant part of polar bears’ diets, for studies done in the 1960s found a lot of bird remains in the animals’ faeces. Robert Rockwell, a biologist at the American Museum of Natural History, therefore went to the Hudson Bay coast of Manitoba, in Canada, to do what nobody had done previously and actually record polar-bear goose hunts in a systematic way.
As they report in Polar Biology, over the course of 11 days in July 2011 Dr Rockwell and his colleagues recorded the capture and consumption by bears of nine snow geese during six separate hunts—a large number considering how hard it is to observe the bears’ hunting behaviour in the wild. That confirms the suggestion from the faecal data that bird hunting is quite common. What really surprised Dr Rockwell, though, was that the average time a bear spent chasing a bird before killing it was 25 seconds: more than double the period after which the chase is supposedly not worth the effort.
Adapt, don’t die
A closer examination of the admittedly small sample of data Dr Rockwell collected suggested two explanations for what is happening. First, four of the five hunts that lasted more than 12 seconds were by sub-adult bears. Having less weight to shift, they may be able to run for longer before the energy balance tilts against them.
Second, all but one of the chases the team saw took place in shallow water. Indeed, the bears often seemed to drive birds into the water deliberately. This probably helps because geese cannot swim as fast as they can run. An aquatic hunt, though, may bring a second and more subtle benefit: it cools a hunting bear down. In one case the team watched a sow intentionally submerge herself entirely during a hunt. They therefore speculate that hunting in water makes the normally energy-intensive activity of shedding the surplus heat of exercise less expensive for a bear to bear than it otherwise would be.
The upshot seems to be that polar bears are good at hunting snow geese—at least when those geese cannot fly. And though the matter will involve more observations and calculations to determine for sure, a summer diet of geese might be enough to take the edge off their appetites even if the winter seal-hunting season gets curtailed by climate change. In the case of polar bears, then, a wild-goose chase is something not to be sneered at.
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The rise of Spanish
Hats off
Spanish has more native speakers than any language other than Mandarin. Yet its success could not have been foreseen
 Jun 1st 2013  |From the print edition



The Story of Spanish. By Jean-Benoît Nadeau and Julie Barlow. St Martin’s Press; 496 pages; $27.99. Buy from Amazon.com 
THE Iberian peninsula was conquered and settled many times, but only one of those conquests was a long-term linguistic success. The languages of the Celts and the Iberians left little mark on Spain. The Phoenicians were no more successful, although they bequeathed a memorable nickname to posterity: I-shepan-ha, “land of hyraxes” (more familiar as Hispania). The Romans had better luck. Their soldiers’ and settlers’ vulgar Latin (always distinct from the written, classical kind) spread to the masses.
The overrunning of Spain by Germanic-speaking Goths failed to root out that rustic Latin. Nor did the long-term Muslim conquest of “al-Andalus”, beginning in 711 and continuing until the fall of Granada to Christian monarchs in 1492. Arabic gave many words to the local Castilian, but never replaced it. Nor was it ever obvious that Castilian would one day become Spanish. Of the kingdoms that reconquered Spain for Christianity, Castile was one of the least important. Neighbouring Asturias and Navarre were originally much bigger. But Castile’s place astride the pilgrimage route to Santiago de Compostela helped it grow richer and more important, and after its merger with Léon it leapfrogged the others to lead the reconquest.
This and much more is recounted with good cheer in “The Story of Spanish”, a popular history by Jean-Benoît Nadeau and Julie Barlow, a Canadian couple who have written a similar history of French. Combining academic research with interviews on their travels, they tell the story of how a modest northern Iberian dialect became mother tongue to over 400m people.
They have collected some interesting linguistic titbits. Castilian was probably influenced by Old Basque. Old Basque had no f-sound, which is why Latin ferrum became ferro in Italian and Portuguese but hierro in Spanish. The simple sound system is probably a result of Castilian’s quick rise, when many speakers would have learned it as a second language, shaving away complexity. And the straightforward writing system (almost any word can be read aloud accurately by anyone who knows the rules) is the result of unusually early and sustained efforts to impose a logic on the language. King Alfonso X (1221- 84) vigorously promoted scholarly translations into Castilian as well as Latin—a rarity in his time. And Antonio de Nebrija (1441-1522) wrote a Spanish grammar (in Latin), the first systematic treatment of a vernacular European language.
The development of the language was uneven. Even at the height of Spanish power in Europe from 1500 to the mid-17th century, Spanish never became as prestigious as French or English would later. It never even conquered its own peninsula: Portuguese and Galician (a close relative), Basque and Catalan are vibrant to this day.
In the Americas, it would take centuries for Castilian to become universal. The Jesuits, keen linguists, preferred to preach in Nahuatl, Quechua and Guaraní, the better to convert the natives (and to increase their own influence). But Spain expelled them from the Americas in 1767 and tightened its grip on the colonies over the 18th century. This strengthened the position of Spanish, while ultimately stoking the Latin American revolutions of the early 19th century.
The official tongue of nearly two dozen countries, Spanish is one of the most important languages in history—but it punches far below its weight. Writers like Jorge Luis Borges, Gabriel García Márquez and Mario Vargas Llosa have done well at high culture, and low culture from salsa to schlocky soap operas are popular exports. But Spain began its decline early and Latin America stagnated under dictatorship for much of the post-colonial period. Spanish now lags far behind its close rival, French, in diplomatic use. More patents are filed in German, which has far fewer speakers. And Spanish is widely learned as a foreign language in just three countries—Brazil, the United States and France, all of which border on the Hispanophone world.
Although it is a single language, Spanish varies considerably. This befuddles advertisers who would aim to sell to the entire Spanish-speaking world, like the shampoo-maker who discovered that cabello chino (“Chinese hair”) means curly hair in almost all Latin America save Ecuador, where it means straight hair.
The official language academies of the various Spanish-speaking countries are now working together to smooth out the most disruptive differences and create a kind of “general Spanish”. If this linguistic bonhomie is accompanied by economic and political co-operation, Spanish can look forward to a bright 21st century.
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The Galleon insider-trading case
Ship of knaves
Rajat Gupta had everything. Why did he blow it? 
 Jun 1st 2013  |From the print edition

 When freedom felt good 
The Billionaire’s Apprentice: The Rise of the Indian-American Elite and the Fall of the Galleon Hedge Fund. By Anita Raghavan. Hachette; 481 pages; $29. Buy from Amazon.com
ANITA RAGHAVAN’S new book, “The Billionaire’s Apprentice”, purports to chronicle “the rise of the Indian-American elite”. It does not. Rather, it describes the rise and fall of two members of that elite: Raj Rajaratnam, a hedge-fund boss, and Rajat Gupta, a former head of McKinsey, the world’s most prestigious consultancy.
Mr Rajaratnam (pictured) is the money man; Mr Gupta, his apprentice. Mr Rajaratnam is a straightforward scoundrel. A brilliant mathematician, he could have grown wealthy honestly. Instead, he amassed a $5 billion fortune by trading on inside information.
He cultivated a broad network of tipsters inside large companies who, for generous fees, slipped him nuggets that had not yet been made public. Because he genuinely knew a lot about the companies on which he placed bets—he had a team of expert analysts studying them—he managed for a long time to convince the world that his success was based on good judgment.
But he was a cheat, even in small things. Applying for permission to build a second kitchen in his New York flat, he cited his need to adhere “to Jewish traditions”. This “seemed a stretch for a Hindu”, notes Ms Raghavan, a former journalist for the Wall Street Journal and Forbes. Readers will not be surprised to learn that Mr Rajaratnam ended up in prison.
Mr Gupta’s story is both more interesting and more tragic. Until he was in his mid-50s, he lived an exemplary life. His father, an Indian revolutionary jailed by the British, died when he was 15. The young Mr Gupta studied hard to win admission to the Indian Institute of Technology, Delhi, and then to Harvard Business School.
He joined McKinsey and rose up the ranks through hard work, intelligence and a reputation for integrity. In his early days he lived frugally and saved to support his brother and sister in India. He owned two cheap shirts, “one to wash and one to iron for the next day”. Within a year, he had sent enough money home for his siblings to build a house.
He became the consultancy’s first foreign boss, at a time when the business was globalising. He saw how cheaper communications would make it possible to outsource various types of work to India, and made sure that McKinsey surfed that wave. He became one of the most respected Indian businessmen in the world. Barack Obama invited him to the White House. Manmohan Singh, India’s prime minister, answered his phone calls.
He retired with a golden reputation and more money than anyone could reasonably spend—an estimated $100m. He had everything, but it was not enough. He socialised with billionaires, and wanted to be one. “When I look at myself, yeah, I am driven by money,” he admitted to an audience of students.
Drawing on hundreds of interviews, Ms Raghavan reconstructs how Mr Gupta fell into Mr Rajaratnam’s orbit. At first, he was impressed by how much the billionaire gave to charity. Then he joined him in setting up a private-equity fund. Finally, he was seduced into feeding him inside information about Goldman Sachs, a bank on whose board Mr Gupta sat. He was convicted last year and sentenced to two years behind bars. He remains free while he appeals against the verdict.
The backdrop for this drama is the extraordinary success of Indian immigrants since 1965, when America started letting in more than a tiny handful. The cause of this success is no mystery. Only the brainiest Indians have more than a lottery-ticket chance of obtaining an American visa. An Indian in America is 10,000 times more likely to have a PhD than an Indian in India, according to an expert that Ms Raghavan quotes.
The author, an Indian-American born in Malaysia, has a feel for the Indian diaspora. Her book is packed with examples of Indian brainpower, from the executives Mr Gupta advised to the prosecutor who skewered him. She notes the power of immigrant networks, for good and ill: most of Mr Rajaratnam’s tips seem to have come from people of South Asian origin.
However, she exaggerates the importance of her subjects. She gushes that Mr Gupta “cleared an eight-thousand-mile path to the United States for hardworking Indian émigrés”. Hardly; there were plenty of other role models. She quotes Gurcharan Das, a former boss of Procter & Gamble’s Indian arm, lamenting that Mr Gupta “has stained the India story”. Nonsense. No reasonable person would judge a billion Indians, or even 3m Indian-Americans, simply because two of them erred. David Ben-Gurion’s view, also quoted by Ms Raghavan, is fairer. Israel’s founder reckoned that a nation “has to have its own burglars and prostitutes”.
Some day, someone will write a great book about the rise of Indian-Americans. In the meantime, this is a rollicking story of hubris and the suffering it brings.
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John Hay
A statesman for all seasons
A valuable reassessment of an underestimated politician and diplomat
 Jun 1st 2013  |From the print edition

 Making hay and sunshine 
All the Great Prizes: The Life of John Hay, from Lincoln to Roosevelt. By John Taliaferro. Simon & Schuster; 688 pages; $35. Buy from Amazon.com
“IT HAS been a splendid little war.” John Hay meant the opposite: thank goodness for the brevity of the Spanish-American War of 1898. But the damage was done. As John Taliaferro, a former editor at Newsweek, shows in “All the Great Prizes”, but for that misinterpreted remark (and the comments made about him by Theodore Roosevelt), Hay would rank among the most influential American statesmen of the last century.
Hay was anything but a warmonger. He had had more than his fill of blood when, after the war against Spain, he became first William McKinley’s and then Roosevelt’s secretary of state. As his acute biographer recalls, Hay was only five when a hateful mob from his home town of Carthage, Illinois, broke into a jail to murder two Mormon leaders. He was scarcely any older when an escaping slave bled heavily in the basement of his family’s home. He was barely out of his teens when more Americans died at Antietam than in any battle before or since. And he was just 26 when, as the president’s secretary, he sat beside the bed of the dying Abraham Lincoln.
As a thinker, talker and writer, Hay’s brilliance gained him Lincoln’s confidence and earned him a post at the president’s elbow. Hay and his best friend, Henry Adams, were among the finest writers of their day and Mr Taliaferro is able to draw on their letters to each other—letters packed with inside information and malicious gossip. They must have made this biography a joy to write.
Hay’s productivity was impressive. After the death of Lincoln, he edited a New York newspaper, occupied diplomatic posts in Paris, Madrid, Vienna and London, cultivated friendships with Rudyard Kipling, Henry James and Mark Twain and still found the time to co-author a ten-volume biography of Lincoln. He was thus highly qualified to become America’s secretary of state in 1898. After providing a backbone for McKinley, a president famously described as “a kindly soul in a spineless body”, Hay became the perfect foil for Roosevelt, McKinley’s successor.
Roosevelt and Hay worked well together. The secretary of state spoke softly while the president carried his big stick. Between them they created two lasting achievements: the Anglo-American special relationship and the preservation of China as a unified country.
Hay died in office in 1905 but, aided by Roosevelt’s bluster, he had already ensured that relations between Britain and America were in better shape than at any time since the American Revolution. Simultaneously Hay struggled to keep China intact and, in Mr Taliaferro’s book, this was much the harder task. In its victory over Spain the United States had gained several Pacific islands and a formidable presence in East Asia, which provided America with the influence it needed to persuade Russia, Japan and the European powers “to preserve Chinese territorial and administrative integrity”. Their initiative prevented the partition of China and also, of course, served America’s commercial interests.
He deserved a large share of the applause. Roosevelt gave it to him in public, but in a notorious letter to a friend in 1909 he claimed Hay’s “moral timidity” caused him “to shrink from all that was rough in life, and therefore from practical affairs”. Here the president lacked guts. As Mr Taliaferro tartly notes, “Roosevelt never said any such thing while Hay was alive”.
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Capitalism in America
About turn
Ronald Reagan's former budget director on the ills of American capitalism
 Jun 1st 2013  |From the print edition

The Great Deformation: The Corruption of Capitalism in America. By David Stockman. PublicAffairs; 742 pages; $35 and £19.99. Buy from Amazon.com, Amazon.co.uk
DAVID STOCKMAN first gained notoriety as the White House budget director who documented Ronald Reagan’s fiscal irresponsibility with merciless candour. His second turn in the spotlight came two decades later in 2007 when a leveraged buy-out ended in bankruptcy and an indictment for accounting fraud. The charges were dropped, but Mr Stockman underwent a Damascene conversion over the ills of America’s economy.
Mr Stockman blames the corruption of American capitalism on many villains, including Reagan and Wall Street. But none is as culpable as the Federal Reserve and its “ceaseless”, “panicked” and “berserk” money-printing. He is not just talking about the housing bubble of the mid- 2000s. To Mr Stockman, the original sin begins (depending on the chapter) in 1914, when the world suspended the gold standard at the start of the first world war; in 1933, when Franklin Roosevelt devalued the dollar against gold; in 1971, when Richard Nixon ended the dollar’s convertibility to gold under the Bretton Woods system; or in 1987, when Alan Greenspan cut interest rates after the stockmarket crash.
By holding the cost of debt artificially low, the Fed, Mr Stockman charges, was responsible for inflating the NASDAQ and housing bubbles. It also turned Wall Street into a “reckless, dangerous, and greed- driven casino”, getting the struggling motor industry addicted to cheap debt and enabling Barack Obama’s money-losing green-energy industrial policies.
This indictment is undermined by the sweep of Mr Stockman’s claims and the overwrought and often confused way in which he makes them. The gold-standard era had bubbles, panics and depressions as bad, and often worse, than those of 2008. Income per person has grown faster since 1914 than it did between 1790 and 1914, according to economic historians.
But to Mr Stockman, the test of good economic policy is not whether it raises output or employment but whether it gives the greedy their comeuppance. Between 1929 and 1933, for example, American GDP plunged 27% and unemployment hit 25%. To modern eyes, this is a policy failure of staggering proportions. To contemporaries like Andrew Mellon, Herbert Hoover’s treasury secretary, it simply purged the “rottenness” from the economy. Mr Stockman agrees. According to him, the cardinal sin of Ben Bernanke, the Fed’s current chairman, was his failure to let the panic of 2008 run its course, which “would have been truly constructive from a societal vantage point. It would have implanted an abiding 1930s style generational lesson about the deadly dangers of leveraged speculation.”
Although his economics is moralistic and rambling, Mr Stockman clearly knows his way around a balance-sheet. His penetrating critiques of General Electric, Fannie Mae, Freddie Mac, the motor industry and private equity would, by themselves, have made for a useful, and mercifully shorter, book. Instead, the reader must slog through long recitations of numbers often devoid of context, repetitious hyperbole—“boondoggle” and “pettifoggery” are favourites—and hundreds of points that are “needless to say” or go “without saying”, but which Mr Stockman insists on saying anyway.
Reading “The Great Deformation” is like being yelled at by a humourless and rather fanatical street-corner preacher brandishing a well-thumbed thesaurus. Only those already converted are likely to sit through the sermon.
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The end of the Soviet Union
Walking dead
The cruelty of the last years of the Soviet Union
 Jun 1st 2013  |From the print edition

The Last Man in Russia: The Struggle to Save a Dying Nation. By Oliver Bullough. Basic Books; 304 pages; $26.99. Allen Lane; £20. Buy from Amazon.com, Amazon.co.uk
STAGNATION, writes Oliver Bullough in his haunting account of the late Soviet Union, is not sexy. Biographies of Stalin and Mikhail Gorbachev abound, but nobody has written seriously about Leonid Brezhnev, on whose watch the Soviet Union sank into drunken decay. The author of a definitive book about the tortured history of the north Caucasus (“Let our Fame be Great”), Mr Bullough has a good sense of how the traumas of Russia’s past affect its present. His new book is a mixture of travelogue and biography, as he traces the life of Father Dmitry Dudko, an Orthodox priest who exemplified both resistance to Soviet rule and defeat at its hands.
The Orthodox hierarchy in the post-war Soviet Union was tainted by collaboration with the KGB. For those repelled by the sterility and corruption of the official ideology, religion was part of the axis of resistance. So the authorities kept the lid on, and religious practice beyond the liturgy was risky.
Father Dmitry, whose post-war theological studies had been interrupted by eight years in the gulag, was a striking exception. He preached passionately and lucidly. He fostered discussion and roused his flock against the degradation, despair, abortions, alcoholism and promiscuity of Soviet life. He resolutely opposed anti-Semitism. Jews were “sacred friends”, he said. In the early 1970s his sermons became a sensation, published in the West and in samizdat in the Soviet Union. The Communist authorities objected. He defied them. They exiled him to a distant village. His flock followed him there. The authorities moved him again. And on it went.
He began to see the Soviet system as the source of his country’s ills. In 1977 he told the New York Times of the “diabolic storm” that had broken on his country. “Our nation has become corrupted, the family has fallen apart, the nation has got drunk, traitors have betrayed each other.” That was true. But by the late 1970s detente was ending. Fame in the West was no protection. Even a lone independent-minded priest was an existential—and intolerable—threat for the brittle Soviet leadership. The fledgling dissident movement was systematically crushed—by imprisonment, exile, coercive psychiatry or ferocious pressure on family members.
In January 1980 Father Dmitry was arrested. His friends prayed; the West protested. But he emerged six months later, a changed man: a zealous, repentant patriot who, in a sensational television broadcast, admitted to working with foreign powers against the Soviet state. Worse, he denounced his friends and helpers.
It was a huge propaganda coup for the regime. He showed no signs of torture, drugs or exhaustion. One of his followers wrote an open letter accusing the KGB of the “murder of my spiritual father”.
Mr Bullough explains the mystifying conversion. The KGB played on his fears of renewed imprisonment and separation from his family. A skilful interrogator, Vladimir Sorokin found and enlarged the “chink” in his victim’s soul: patriotism. Surely no true, law-abiding Russian could side with the enemies of his country?
Later Father Dmitry was filled with remorse. But it was too late. Dogged by loneliness and guilt, and unable to resurrect his crusade for trust, hope and faith, he descended into the fetid swamps of Russian nationalism, wallowing in the paranoid anti-Semitism he had once eschewed. The brave, happy and confident man of the 1960s and 1970s became a miserable racist, a campaigner for hatred and nihilism.
Mr Bullough largely succeeds in using this sad tale as a metaphor for the fate of the Soviet Union. He weaves the woes of past decades into his journeys to wretched villages, along with the lies and greed in the metropolis. Father Dmitry may be all but forgotten in modern Russia, but his old self would have plenty to say about it.
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The Cannes film festival
Subtle story
Abdellatif Kechiche’s film, “La vie d’Adèle”, carries off the top prize
 Jun 1st 2013  | PARIS  |From the print edition

 Much to smile about 
AT A time of national collective depression in France, the Cannes film festival is a precious moment: an occasion to show the world that it can still host the most prestigious film festival, throw star-studded parties and draw the best Hollywood talent. Over the years, Cannes has also become a chance for the industry to make a point, and it was easy to see one in this year’s winner of the Palme d’Or, the festival’s top prize. It went to “La vie d’Adèle” (“Blue is the Warmest Colour”), a three-hour erotic lesbian drama directed by a Tunisian-born director, Abdellatif Kechiche. “A perfect symbol,” mused Libération.
Adèle, a pupil at a multicultural school in Lille, wants to become a teacher. Played by the 19-year-old Adèle Exarchopoulos, an acting revelation, she is thrown into disarray, then ecstasy, then melancholy by an explosive love affair with Emma (Léa Seydoux), an art student from a liberal-intellectual milieu, with gamine looks and blue-dyed hair. It is an unsentimental coming-of-age film about womanhood, a tale of passion and anger, and an unapologetically graphic love story.
Steven Spielberg, an American director and this year’s jury president, dismissed any political symbolism. “Politics”, he said, “was not in the room with us.” Yet the Palme d’Or was awarded on a day when protesters took to the streets in Paris for a mass demonstration against a new law that has legalised gay marriage in France, and after a period marked by homophobic violence. By exploring a love affair between two women, the Franco-Tunisian Mr Kechiche has also made a bold point about female liberty. And he dedicated his prize to youth in both France and Tunisia, “so as to inspire them to live in freedom.”
Does Cannes need to shock? Past juries have delighted in making mischievous political choices. When Michael Moore won the 2004 prize for “Fahrenheit 9/11”, his anti-George Bush documentary, he got a 20-minute standing ovation. In recent years, the gong has often gone to films that grasp nettlesome subjects, such as Cristian Mungiu’s “4 Months, 3 Weeks and 2 Days” (abortion) or Ken Loach’s “The Wind that Shakes the Barley” (Irish independence).
Yet, judging by the near-unanimous critical approval, “Adèle” has married both political importance and artistic merit. Libération called it “dazzling”, a “film that floated above all the others”. Le Monde described it as “an emotional, erotic shock”. Variety labelled it “a searingly intimate character study”. Better known for his gritty but charming dramas set in heavily immigrant France (“L’Esquive”, “La Graine et le Mulet”), Mr Kechiche’s latest film is also in many ways a product of the French mainstream: a risqué movie, shot in close-up, celebrating independence and passion, starring two white leading actresses, and with minorities as mere extras. For all his north African sensibility, Mr Kechiche now looks every bit a part of the French film-making establishment.
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Heinrich Rohrer
Heinrich Rohrer, father of nanotechnology, died on May 16th, aged 79
 Jun 1st 2013  |From the print edition



THE mountains at Buchs, near St Gallen in north-east Switzerland, rise to more than 2,200 metres, with Buchs itself clustered under a long rampart of peaks. A boy brought up on a farm here, as Heinrich Rohrer was, coping with cows on one steep incline after another, naturally thought about the lie of the land. It was natural, too, not to feel intimidated by the mountains. If they could not be climbed over—and he was always an avid hiker, rather than a mountaineer—then they could usually be tunnelled through to get to the other side.
In a typically Swiss way, he liked tunnels. Small wonder, then, that when he accidentally fell as a young man into the world of physics, he came to specialise in superconductivity, or the flow of electricity without resistance through materials at very low temperatures. Having exhausted his interest in that, he began to think about tunnelling from one atom to another, as if the vacuum between them were as dense and difficult as a mountain.
In 1981, working at the IBM Research Laboratory near Zurich, he and his colleague Gerd Binnig discovered that such “quantum tunnelling” could be done with a moving probe sharpened to a single atom at the tip. They called it the Scanning Tunnelling Microscope (STM). When a voltage was applied to the tip, electrons leaked across the small vacuum gap that separated the tip from the surface it was hovering over. This seemed impossible; but, under the laws of quantum mechanics, a fundamental uncertainty in the energy of each electron meant that, for one instant, it was able to break through the barrier.
As the tip scanned back and forth, differences in the tunnelling current also showed up measurable variations in the atomic surface, revealing not only what atoms looked like but also what they might feel like, if you could glide your fingers across the bumps. “Topography” was not quite the right word, since the STM was tracking electrical properties. But it gave each crystal surface a distinctive landscape, which to Dr Rohrer’s joy often looked rather like the Alps. With the right colour-coding of the STM trace of the surface of graphite, “land” rose out of blue lakes to become green hills, merging to brown, and then to snow-capped peaks. When in the late 1980s the STM was integrated with a computer (the two technologies fortuitously appearing at the same time), the 3D images became dazzling. Carbon atoms clung together “very nicely” in a honeycomb lattice. A crystal of gold made an arrangement of broad atomic terraces. A surface of silicon was revealed as a land of gentle, steadily rising undulations, in which the track of the probe could be seen like furrows dug with a plough. This particular image was so riveting and so beautiful that “Heini” (as Dr Rohrer told everyone to call him) had to take young Dr Binnig away for long walks through the real mountains to get their discovery in perspective, and to calm him down.
Working at the nano scale, one-billionth of a metre, the STM did not merely touch atoms. It could also nudge them around, offering the prospect of building with them, as only Nature had done before. The first attempt, by Don Eigler in 1989, spelled out “IBM” with 35 xenon atoms. Eager Utopians predicted that nanotechnology would one day lead to a “universal assembler”, enabling scientists to build from the atomic level everything from cabbages to cars to human beings.
Less than Columbus
Dr Rohrer, ever down-to-earth, did not think he and Dr Binnig had triggered a revolution: certainly not one to compare with the industrial revolution, or even with the voyages of Columbus. You see, he would say in his sing-song accent, “just getting smaller alone does not make a revolution.” What pleased him most about the STM project, apart from the results, was its simplicity and their own free, lighthearted approach to it, just tinkering with it on the side while doing other work for IBM. They had built the first STM on a shoestring budget, which satisfied his frugal mind: it was held together with Scotch tape, and operated (to reduce vibration) only at night, in breath-held silence. No wild expectations, no big promises. But the gadget worked.
Many other scientists had said it never could. They mocked the project, not least because Dr Rohrer and Dr Binnig had no background either in surface science or in microscopy. Believers in the STM were hard to find at first. But in 1986, when the pair received the Nobel prize for physics, it took its rightful place as chief pathfinder through the new nano-worlds.
Dr Rohrer still considered himself, with delight, as a neophyte in that field. It was something of a habit. He had known almost nothing of physics when he enrolled, at 18, in the Swiss Federal Institute of Technology; and he was still being taught the subject, he wrote, by “so many patient colleagues” at IBM for the 34 years he was there. But that was a good thing. Because he thought himself no expert, he could bring to his work fresh, unbiased eyes, like those of the students whose company, over a beer or two, he so enjoyed. Like them, he did not think of obstacles, or feel the burden of fame. When asked if the Nobel prize had changed him, he said simply, “All in all, I think I did not lose the ground under my feet.”
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In the years leading up to the financial crisis, household debt soared in most rich countries. There were a couple of notable exceptions: Germany and Japan, neither of which experienced a housing boom that caused debt to accumulate. The ratio of debt to disposable income rose by an average of 30 percentage points, to 130%, in OECD countries between pre-boom 2000 and pre-crisis 2007. Since then debt levels have fallen in America, Britain and Germany, but they have continued to rise in countries such as France, Italy and the Netherlands, where property prices are still declining. In 2012 household debt in the Netherlands was a whopping 285% of disposable income.
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