Rei-y ay} bupuaauiay

ialow awnsuod euly) [|IM

1snq Apadoad-jeniawiod ay)
s1appnys s|assnag :iejg Auo] Juspisald

WS1I0113} pue a.n}i0} ‘salds

Yl

042y6

0

05'S)

wo2*jsiound] 6002 HIL-1SEISNONY

}STUWIOU 0D




vid3w ION3IOE JHYOHLIYIH DNILNNODDY 8 XV.1 1¥DA7 IVIDNYNIL

1003 TMONA

SH3LNIY NOSWOHL i/

W0J3'S1ajnaJluosLuoy) <<

‘NOILYWHOSNI
IN3IOITIILNI NO NNY
S3INVdIWOD DNIAV3




Contents

On the cover

The next few weeks could
determine the fate of Barack
Obama's presidency: leader,
page 9. His vision to
overhaul the health system
has hit trouble in Congress,
page 35. So has financial
reform, page 58. The
conservative Democrats who
are making the weather,
page 37. Mixed news for the
centre left around the world,
page 49

Economist.com

Daily news and views: news
analysis, anline-only columns,
blogs on politics, economicsand
travel, and a correspondent’s
diary

E-miail: newsletters and

Mobile Edition
Economist.com/email

Research: searcharticles since
1697, special reports.
Economist,com/research.

Print edition: available online
by 7pm London time each
Thursday

Economist.com/print

Audio edition: available online to

download online each Friday.
Economist.com/audioedition

~ The .
Economist

Volume 392 Number 8642

First published in September 1843

{o toke port in "o severe contest between
inteftigence, which presses forward, and
an unworthy, timid ignorance obstructing
ourprogress.

Editorial offices in London and also:
Bangkok, Beijing, Berlin, Brussels, Cairo,
Chicago, Dethi, Frankfurt, Hong Kona,
Jerusalem, Johannesburg, Los Angeles,
Mexico City, Moscaw, New York, Paris,

San Francisco, Sio Paulo, Tokyo, Washington

6 The world this week

Leaders

9 Adifficult summer for the

White House
Crunch time

10 America, Israel and
Palestine
Get stuck in, Mr President

11 Japan’s elections
Demolition men

11 Commercial property
A concrete problem

12 Torture and intelligence
Spies under the
thumbscrews

13 Spain’s government
When good politics is bad
economics

Letters

14 On assisted suicide,
Bolivia, Texas

Briefing

20 Spies, torture and
terrorism
The dark pursuit of the
truth

Europe

23 The euro-area economy
First, the good news

24 Spanish devolution and
the budget
And all must have prizes

24 Visasin the Balkans
Passport woes

25 Language in central
Europe
Speak Slovak!

26 Charlemagne

Unwelcome, President
Blair

Britain

27 The quality of teachers
Those who can

28 Army compensation
Lions led by accountants

29 Regulating estate agents
No code to break

29 Mortgage lending
Baggage-handling

Middle East and Africa

30 Israel and Palestine
Not guite as gloomy as it
looks

31 Hamas's foreign policy
Acceptance v recognition

32 Iran's president
Ructions at the top

33 The Iraqi Kurds vote
The times they are
a-Changing

33 Sudan’s border dispute
The oil goes north

34 Islamists in Nigeria
Ataste of the Taliban

United States

35 Health reform
What now for Obamacare?
37 The Democratic Party’s
centrists
Blue dog days
37 Crime and exoneration
Hidden evidence
38 Paying for prison
Room service notincluded
38 Optimismin Alabama
Let's have a party
40 Retailing in Texas
Keeping it local
40 California’s
Chinese-Americans
From nightmare to dream

The Americas

41 Canada’s stalled economy
The humbling of Detroit
North

42 Post-coup Honduras
Time on whose side?

43 Affirmative actionin
Colombia
Debating quotas

43 Chile's salmon farms
Dying assets

The Economist August 1st 2000 ]

Spies Tortureisa moral stain.
Nowitis hinderingthe
intelligence services’ attempts
to fightterrorism: leader,
page 12. The abuse of
suspected militants still casts
along shadowin the battle
between spies and terrorists,
pages 20-22

Tauy Btair Eumpe does notyet
know what kind of foreign
policy itwants. The prospect of
a British presidentopensupa
debate; Charlemagne, page
26. Europe’s economy has
probably seen its worst, buta
strong recovery may be too
much to ask for, page 23

Israel and Palestine After
makinga good startin the
‘Middle East, Barack Obama
must get directly involved:
leader, page 10. The contours
ofa peace deal areas clearas
ever, Butwho hasthe courage
to drawthem? Pages 30-31

» Contents continues overleaf




iy pegdlbg PR i i H 38y 1
sayao 1o hugiorn -Bughdooniogd praun LT FHI A A 0 W0 AN i PREAUE]

"DEL W OT FORp 53] BU10E IS caBed XNap P BESLUDYE,
AN 31140 5

sunbuosd sy fq

WL Y ¢

aphraig))

[ Ssausng dnaia swoso7

oo¥ssn J 0E21SE 209 - RPN
SR (3 %9) 240413 24410,
sl Reyny wmws  PeOd

ogwgsann  Rbun SEEHD doy y2aT)
ssEug  pueanns S0 Aex
i) pieds 8413 Rumwg,
5813 jeiniod SETY soutd
provom  fumion 52X puriL
4y i e
w0
(sanss) 15) 13K 1 10} DORALSANS
Lo GLy Y4 (o) v+ auONITRL
| : oy 9441 149 40

.W

 siodebuis pus OSOUEL UES
‘saabuy $01 PpuEs4 ‘0BT

Buoy BuoK ‘IFEUEN PETY NOGIER BT
LE6TYG ZIZTXE] DOSOTYSZIEL 1A
imogyese R Ey DR TG

uonesyejided yiew
pue sdef yndino je s300)
1250} snjd ‘SaLWOL03
Z% 10 $2usels
s103E31pul

JelouBUY pUE djUIOU0I3 LL

wisixiey J0 juauoddQ
pSMoeI0Y H32527 2L
fueniqo

TSt =

S|ty Wayj uyazuoig
uopepunod

aimdnas wozuamy L
ajewi) pjod B UtAoT

saimjeladwal moq 0L
fuoimang ‘9)qrdniioou]

eipuy uo foy Beypuniy ol
Ri03s 013

yjeam 104 jsanb s e1sy 89
UM RN

uuBWOA WeitmM £9
spie pue 3008

Juiod meyj
ysosyeunsad
ayy pue Bupuem 12qo1 99
syjew pajppH
Butysyqnd
yuabs Burrosdwiy 59
ssauisng yiep 103 }ied
1n0j02 pue Ryjeiow S9
3pisut00] JAYIouY
fBojouyday Res-x U13pow %9

RABojouyasy pue RUIDS
il L

saxey jej dn Bulybam
5NJ04 SALL0U0I] £9
ybiu st puads 3yl
euty) Awouoda
pyom ay3 Bupueieqay 19
dn saob 3yMm
saujunea burdojaAsp
0} sadueLwaY 09
sauLyoew ay} Jo 3sty
Buipeny fouanbaiy-ybiy 09
Ajjes syosfeul a4l
poomuonng 65

P En 2 EgRo ANFRtd uBssuIws] GAPUTY "BIUR TS WA UAGOY OOET ' uaugiabeEy P popEgseElsY] spuoydatal ‘9 A& TAN
Bos 9} gy drd: 1 Y PRI e

1 'msgu:qlmppm-lﬂhmi e “yEam A [ ¥ 1
140 wayths JEARL AT B Y pasnys pronpeudal = fieitt 34 40 Jaed Aue Jou uogeagead smmmﬂu'pwasauwhu ¥ el Jadedseig 351 o0 1

Bunqaom
papaWY

uj wiogad jepueuly 8s
jejlow pue sHaul

FEN L] fadoad s,uteds 8§
109p JO S1aMO|

fpadoad jeipwwo) LS

SJ|oU022 pue aoueuly
e e e

1ayueq
ueuysny-01buy payneque
ue ‘A UIBW SNUNC
anjeaaded 95
uotpi0de ) BulPIBAS
suuy pe 10} SAUNAPLS GS
jnogenoys 03 ButyioN
ButstUaApy 7S
pauijesng
eauaWy Ul 1amod putpy 7S
1eba) Ing 294
Speojumop
1ebant A Rynods €5
j00bulg
{00YEA PUE JOSOIW €S
fjaa o uoyique ALl
fujsnput 1e3 asauty) 3yl 25
591qN0i} JO BaS
winyumop 3y ui burddiys 1S
ssauisng

sueLl

(a1qisuas) 104 Buiydsess
ya)-anuad YL 67

jeuoiyeuIau]

uoajaweyd
s eishejey ‘WiYRIqL 1MUYy
uefueg 8%
apesy buibbel a3 Butqun)
saLjisIaAIUN UBLPUT
ugsjenju uoteiul LY
paysenbs sdynt
uonaR s ueyszABafy LY
feme apey S421p10s P10
Jeda ut seyng 97
papaau uonegly
sme) anoge) s euty) 9%
dwnl o3 dwms Wwoij
SOLWOU0? S RISV §Y
peaye
siaad uomisoddo 8yl
uoipe)e s,ueder ¥
elsy

e e

SULIOUC

g “gparjlayiaN UL ~Jaaa ey RIS "oy
L 0 uepssim 0418 I TNOLIM TI5

S0

15 abed
‘peale siajem1aybnoi uana
am—Ansnputayy butiaing

B

gy abe

"stuoissenai ay) Buiddiys

$1933S pue

(3 Jo i
u‘e’t‘fﬁﬂﬂﬁwm’eﬂﬁmﬁw-e’-
Joyeap awiosanib a3 puidd
~ soaeym -Gy abed apuk
33q {9A3U SEY LO AR PUE LY

sapniein

pua2as YL

ymoib uzamiaq
gy ‘19 2bed ‘bupue|egal

040

Aq snjdans apes suaanpal

_ g6 abed
*s1apua) 10} Ja1sea 3 € 241

plOM 3L punoie

153UI0Y UMOpLN X
~ Ayseyaqmataua

sup
oid

syueq Aytadoad jepiam

SjuUIU0) Y

B 328}




‘Everyday, we make the world a little smaller.

Welcome to
our expanding
global network.

It's a world where cities
are coming closer together.
One where gaps no longer
separate the continents.
It's an extensive network
that touches every corner of
the globe. So fly with us on
your next journey. After all,
we cover the world with
over 80 destinations.

World's S5-star ai rline. Europe Middle East Africa South Asio Northeast Asia
v Athens Abu Dhabii Alexandria Ahmedabad Beljing
qataralrways.com Berlin Amman Alglers Chennal Guangzhou
Frankfurt Bahrain Cairo Calombe Hong Koog
Geneva Bedrut Dethi Cinaki
Istanbul Damuascus Dhakea Seoul
London Damman Hyderabad Shanghai
Muadrid Doha Johannesbury Islamabad
Manchester Drobal Khartoum Karachi Southeast Asia
Milan feddah Lagos Fathmanidu Bali
Moscow Kuwall Luxor Kochi h_'"’l:““]"
Munich Mashard Nairobi Kozhikode Lebil
Paris Muscat Sevchelles Lahore Ho 'hi Minh City
Rome Riyadh Tripoll Mauldives Jakarta
Stackhalm Sunoy Tunis Murmbal Kuala Lumpur
Vienna Tehian Peshawar "‘:tu”‘i"
Zurich Trivandrum Singapore
USA
Houston
New York Launching soon
Washington, DC Amritsar + Goa « Melbourne « Sydney
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The Economist August 15t 2009

Business

After months of speculation
and a failed merger effort,
Microsoft and Yahoo!
announced an agreement to
integrate their internet-search
and advertising businesses.
Under the deal, Microsoft will
incorporate Yahoo!'s search
technologies into its existing
web-search platforms while its
Bing search engine will oper-
ate on Yahoo!'s websites.
Microsoft will enter a revenue-
sharing partnership with
Yahoo!, Between them, the
two account for 28% of
internet searchesin America,
compared with Google's 65%.

There was more evidence that
housing markets may be
turning a corner. Sales of new
homesin America jumped by
11% in June compared with
May, the biggest increasein
nearly nine years. And the
s&p/Case-Shiller home-price
index for May rose by 0.5%, its
first gain since mid-2006. The
Land Registry’s survey of
house prices in England and
Wales recorded its first ad-
vance, 01%, in 17 months.

The head of the Obama
administration’s task-force on
the carindustry assured a
congressional panel that the
reconstructed management
boards at Chrysler and Gen-
eral Motors were in complete
commercial control of their
companies and that “there is
no checking with the govern-
ment”.Ron Bloom also
warned lawmakers not to pass
ameasure reversing the cutsin
car dealerships made by the
companies because it would
shake market confidence.

The freight depression

TUI, a German tourism group,
agreed to provide the bulk of
short-term financing request-
ed by Hapag-Lloyd, which the
container-shipping line needs
to stay afloat. Tut has sold 57%
of its stake in Hapag with a
view to leaving the shipping
industry. Meanwhile, Japan’s
three biggest shipping compa-
nies all reported quarterly
losses, which they blamed on
the global slowdown.

It emerged that a provisional
report prepared for France’s
financial-market regulator into
alleged insider share dealing at
gADS had recommended fines
for former and current exec-
utives at the aerospace com-
pany. Two of its biggest share-
holders, Lagardére, a French
media group, and Germany’s
Daimler, were cleared of
wrongdoing.

l rdﬂn;a_'s stockmarket
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Soutce: Thomsan Datastress
Two giant public offerings in

China, including that of China
State Construction Engineer-
ing, whose 1pO was the
world’s biggest so far this year,
helped to propel the country’s
stockmarkets upwards. The
exuberance was halted by
rumours that China's biggest
banks may curb lending.

Singapore’s state investment
company, Temasek, said the
value of its assets had fallen by
a fifth, or S$40 billion ($28
billion), for the year to March

31st, and raised the possibility
of allowing the public to “co-
invest” inits operations. A
recent report from Deutsche
Bank drastically cut forecasts
for growth at sovereign-wealth
funds worldwide.

Rearranging the chairs
Lloyds Banking Group ap-
pointed Sir Win Bischoff as its
new chairman. He replaces Sir
Victor Blank, a leading propo-
nent of Lloyds TSB's acquisi-
tion of HBOS last year, which
many shareholders consider a
mistake. Sir Win stepped
down as chairman of Citi-
group in February.

Deutsche Bank reported a
sizeable increase in net profit
for the second quarter, to €11
billion ($15 billion). However,
investors took fright at the
German bank’s provisions for
bad loans, which swelled to €1
billion. Meanwhile, Deutsche
said that its management and
supervisory boards had not
authorised the investigation of
managers and a major share-
holderin Germany's latest
corporate-spying allegations.
State prosecutors are review-
ing the evidence.

The average daily volume in
Britain’s foreign-exchange
market, the world’s largest, fell
to $1.36 trillion in April, a fifth

The world this week [

lower than last October, as
transactions slowed between
banks and other financial
companies. America’s foreign-
exchange market shrank by
11% in the same period.

Verizon, America’s second-
biggest telecoms company,
announced a further 8,000 job
cuts atits landline division.

The quarterly earnings season
got under way for big oil
companies, in which most are
expected to report much re-
duced profits because of falling
oil prices and weaker demand.
Royal Dutch Shell's net profit
dropped by 67%, to $3.8 billion.
ConocoPhillips’s profit fell by
76%, and BP's by 53%.

To boldly go

Abu Dhabi’s Aabar Invest-
ments said it would pay
$280m for a 32% stakein
Virgin Galactic, Sir Richard
Branson's space-tourism ven-
ture. Aabar plans to build
facilities for a regional “space-
port”in the emirate, whichiit
hopes will attract scientific
research. Virgin Galacticis
offering flights to space for
$200,000 from a spaceportin
California’s Mojave desert,
starting in 201L

6ther economic data and news
can be found on Pages 77-78
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Leaders

Crunch time

The Economist August 15t 2009

The next few weeks could determine the fate of Barack Obama’s presidency

IF THE opinion polls are to be
believed, Barack Obama is
now, six months into his presi-
dency, no more popular than
George Bush or Richard Nixon
were at the same stage in theirs.
His ratings are sagging particu-
larly badly with electorally vital
independent voters: two-thirds of them think he wants to
spend too much of their money. Two of the most specific
pledges he made to the electorate—to reform health care and to
produce a cap-and-trade system to curb greenhouse-gas emis-
sions—are in trouble. And an impression is being formed in
Washington of a presidency that is far too ready to hand over
the direction of domestic policy to Congress; that s drifting ei-
ther deliberately or lethargically leftwards; and that is more
comfortable with lofty visions than details. On the campaign
trail Mr Obama showed an impressive ability to change gears.
He needs to do so again this summer.

His cause is by no means hopeless. Just as his initial Messi-
anic polling numbers were misleadingly optimistic, his pro-
blems should now be put into context. Most obviously, nearly
200 days into office, he has avoided making any horrific mis-
takes, especially in the fraught business of economic policy.
On the hardly insignificant matter of restoring America's rep-
utation in the world he has delivered a degree of what he
promised (though even there the tough times are still ahead of
him, as our next leader makes clear). He has had to cope with
the worst recession for half a century. He has been curiously
ill-served by a press short of useful criticism, with liberal
America prepared only to debate what sort of water he walks
onbest, while conservative radio hosts argue over when exact-
ly he became a communist. And of course, government is
darmed hard: even when you make the right decision—to close
Guantanamo, for instance—it can take years to put into effect.

So Mr Obama's underperformance is relative and partial;
but it is serious, especially in domestic policy. And if his
schemes at home come to naught, then his credibility abroad
will wither. That is why the next few weeks are crucial.

Taking too much care of Hillarycare

In foreign policy an American president enjoys the most free-
dom of operation. Athome the man in the Oval Office is might-
ily constrained by Congress. It is the artful combination of
arm-twisting, compromise, rhetoric and gritty attention to de-
tail that make the difference between an ¥pr and a Jimmy Car-
ter. Back in his honeymoon days Mr Obama was constantly
compared to Roosevelt. No longer.

The suspicion is that the president has taken the experience
of Bill Clinton too much to heart. The previous Democratic
presidency got off to a rocky start for many reasons, but his
failed attempt to impose health-care reform on Congress in
1993-94 bulks largest. Putting Hillary Clinton in charge of an
unwieldy, secretive task-force that attempted to present pow-
erful senators with a masterplan backfired. Congress
promptly shot it down—and Mr Clinton lost both the House

and the Senate to the Republicans in1994.

A president plainly should not ignore Congress. But Mr
Obama has veered to the opposite extreme. Although he has a
White House stuffed full of first-rate policy wonks, he has re-
peatedly subcontracted the big decisions—the $787 billion
stimulus bill, cap-and-trade, health reform—to the Democratic
leadership in Congress. At times Mr Obama's role has seemed
limited to deploying his teleprompter-driven oratory to sell
whatever Congress proposes to the public, even before it is
clear what exactly those proposals amount to.

Nobody voted for President Pelosi

Worse, the plans have usually ended up running away from
tough decisions. With the stimulus bill the flaws were forgiv-
able: there was an urgent need to give the economy a boost.
But the House of Representatives has produced a cap-and-
trade bill that is protectionist, riddled with exemptions and
which gives away the permits that are supposed to force car-
bon-emitters to change their ways. There is a growing danger
that this bill will not be passed through the Senate and recon-
ciled with the House version in time for the Copenhagen sum-
mit on climate change in December.

With health care, Mr Obama’s preference for vague state-
ments of principle rather than detailed specification has led to
a House proposal that loads taxes onto therich, sets up a state-
run insurance scheme that many fear will put private-sector
providers out of business and fails to contain, let alone reverse,
the escalating costs of treatment while adding an expensive re-
quirement that everyone have health insurance, with large
subsidies where needed (see page 35). Barely any Republicans
could support this proposal as it stands. Frantic efforts to save
the reform effort are under way in the Senate, butitis distinctly
odd to note that the president's signature policy is now being
devised for him by a gang of six senators. Financial regulation
is also stuck (see page 58).

A policy of ramming bills through Congress on a party-line
basis might suit Nancy Pelosi, the Democrats’ leftish leader in
the House. But, from Mr Obama’s point of view, it is bad poli-
tics in two different ways. It is shifting the presidency to the
left, annoying centrist voters who worry about the swelling
government debt. And it may not even get the bills through.
Conservative Democrats, many of whom representright-lean-
ing states and districts recently captured from the Republicans
(see page 37), are nervous about backing bills without biparti-
san support. Over 40 of them broke ranks in the House over
the climate-change bill. Now there is the likelihood that health
reform, like the climate-change bill, will be deferred until the
autumn, when fears about the deficit will have grown and the
two expensive bills could combine to spook voters.

What should Mr Obama do? He must come down from his
cloud and startleading. The House Democrats could be useful-
ly reminded that their present 78-seat margin owes everything
to the president’s coat-tails; they are endangering his populari-
ty. Mr Obama should also court centrist Republicans. That
means getting into the nitty-gritty: Republicans can hardly be
expected to save Mr Obama’s presidency unless they get »
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The Economist August 1st 2009
Japan's elections
Demolition men

Breaking the mould of Japanese politics requires tackling the country’s domineering civil service

HE best thing about the new
| campaign manifesto of the
| Democratic Party of Japan (Dpy)
. is not what it says but that it ex-
ists at all. Voters in post-war Ja-
pan have been denied much of
a voice by one-party politics.

Z But on July 27th the opposition
pPJ setout a “contract" with the electorate that it wants to be
taken as a binding list of policies it will pursue if, as seems like-
ly, the voters make history next month by breaking the Liberal
Democratic Party’s near-monopoly on power. Anyone who
wants Japan to cast off its 20-year economic funk will wel-
come that. But the pey will succeed only if its leaders also take
the next, bolder step—and scrap the country’s “iron triangle”
of lobbies, political barons and bureaucrats.

Barely a year ago the ppj looked unfit to lead Japan. Its do-
mestic policies were incoherent and unfunded, its foreign
policy worryingly anti-American, its members an odd co-
alition of socialists and exiles from the Lop. All it had done
since winning control of the Diet’s upper house in July 2007
had been toblock the Loe. Its then leader, Ichiro Ozawa, secret-
ly plotted to form a grand coalition with the ruling party, la-
menting that his own lot “lacked credibility”.

Nothing sobers you up like responsibility. The ppj has now
backed away from some of its worst gimmicks. The manifesto
unveiled by its new boss, Yukio Hatoyama, has sensible ideas,
like cutting the elaborate system of state handouts and using a
consumption tax to move the pension system away from com-
panies, which the state shields from failure partly because of
their role in dishing out social payments. Electing the pej is
still plainly a risk: the party is inexperienced and, like the Lop,
an improbably broad church. Butitno longer looksfoolish.

However, the ppj will achiewve little unless it also tackles Ja-

pan’s fearsome bureaucracy. During decades of Lpp rule, large
parts of government were subcontracted to the civil service.
Bureaucrats worked with powerful party bosses and industri-
al lobbies to set the agenda, flesh out policy—and neuter any
reform that threatened their narrow interests. Even junichiro
Koizumi, the most charismatic and reform-minded of all the
LDP prime ministers, struggled to get things done. With an
electorate wary of rapid change and a system designed to frus-
trate it, Japan has rejected the reform it needs.

Reassuringly, the pey acknowledges the struggle ahead (see
page 44).1ts central promise in this week’s manifestois to show
“the bureaucrats whois boss”. But that calls for two things. The
first is a combination of coaxing and courage. Coaxing be-
cause a new government will have to spot the bureaucrats
who want reform (they do exist) and enlist their help. And
courage because the system will fight back by spreading poi-
son, just as it did the only other time the LDP lost power, for a
brief 11 months in 1993-94, when civil servants colluded with
their old bosses to discredit the new government.

Tokyo temptation

The second thing the ppyneedsis self-restraint. Its own people
will be tempted to practise politics the old-fashioned way, by
pulling strings outside the cabinet and working in league with
the bureaucracy. Nobody is more dangerous than the former
leader, Mr Ozawa—brilliant, unpredictable and a black belt in
the dark arts of manipulation. The wisest thing Mr Hatoyama
can dois to insist that his more impressive predecessor join the
cabinet, where he should do least harm.

Itis a tall order to expect the pej to reinvent the machinery
of government overnight, or even in the four years it says it
needs. But the party’s reward would be great and the reward
for Japan would be greater still: a two-party system that can at
last begin to hold wayward politicians to account. m

Commercial property

A concrete problem

Banks face another round of property-related bad debts: this time it will be flashy offices, not rundown homes

HERE is something comfort-

ing about investing in bricks
and mortar. Tomany people it is
asolid, “real” asset, unlike those
complex pieces of paper that
flighty financial markets spend
all their time trading.

But that very tangibility can
lead to reckless speculation. Banks are almost always willing
to lend against the security of property. The more they lend,
the higher prices are driven. History is littered with stories of
property crazes that ended in tears, from the Florida land
boom of the1920s to the recent subprime bubble.
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After two years of pain, American house prices seem to be
stabilising. But attention is now switching to the commercial-
property market. Here too loans were bundled together to
make complex securities, known as commercial mortgage-
backed securities (cmBss), on which defaults are now rising.
And here too prices were driven higher by the use of borrowed
money. Thanks to cheap finance, investors could use the time-
honoured trick of covering the interest payments with the
rental yield and hoping for capital growth on top.

Of this, there was plenty. 1pD, an information group, calcu-
lates an index of global commercial-property returns, Be-
tween1998 and 2007, this index trebled, easily outstripping the
performance of the world’s stockmarkets. And last year, while »
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» could simulate drowning, among other techniques, without
turning themselves into torturers. :

Mr Obama's stand against torture is a start. But the presi-
dent and senior Republicans should reconsider their resis-
tance to a “truth commission”, which could offer some immu-
nity from prosecution to those who speak openly An
investigation would disrupt the intelligence services—but less
than lengthy court battles, which would fail to stop revelations
yetstill leave a suspicion that wrongdoing remains hidden.

The third step is to be readier to prosecute terrorists for their
crimes. The struggle against terrorism will be long; in a democ-
racy methods have to be sustainable. Legal process isnot a lux-
ury for good times, but a tool to rob terrorists of legitimacy and
show that locking them up is justified. That way those who
share the terrorists’ religion or race are less likely to be silent ac-
complices. More could act as sources themselves.

Fighting terrorism will always be messy. Sometimes you

have intelligence about an attack, but not enough evidence
confidently to make an arrest; yet you don't have the luxury of
being able to wait. Western spies inevitably have to work with
the secret police of Pakistan, Egypt and others who often
abuse prisoners, but also have more access to jihadists than
the West ever could. Here, co-operation is a matter of wary
judgment, not absolutes. For the West to refuse to deal with
such countries would be as wrong as for it to put its agents in
rooms where electrodes touch flesh. In between, lies the
murky territory in which the West must not only trade intelli-
gence, but must also seek assurances that people are not being
abused. Ultimately, if those assurances are broken, the West
will have to limit its co-operation with abusive intelligence
agencies—even if that might make information harder to get.
Do not forget, though, that al-Qaeda has been unable to attack
America since 2001 and Europe since 2005. Thatis in large part
thanks to legitimate intelligence co-operation, not torture. ®

Spain’s happy-go-lucky government

When good politics is bad economics

The prime minister’s aversion to tough decisions risks prolonging the slump

S SPAIN'S prime minister
heads off for his summer
holiday, he has some cause for
satisfaction. Although his coun-
try is mired in recession, José
Luis Rodriguez Zapatero stands
out among the small band of
centre-left heads of government
in Europe because he has managed to keep his head more or
less above the political waters (see page 49). Next door in Por-
tugal, the socialist government looks headed for defeat in an
election in September; so does Britain’s Labour government
next year. But Mr Zapatero’s Socialist party has slipped only
slightly behind the opposition People's Party, according to an
opinion poll this week. Even if Mr Zapatero himself is less pop-
ular than he was, he still bests Mariano Rajoy, the plodding op-
position leader. That is despite an unemployment rate that has
shot up t019%, double the average in the euro area.

In clearing his desk, Mr Zapatero pulled off a couple of
deals that will shore up his position. First, he clinched an
agreement over changes to the financing of Spain’s autono-
mous regional governments (see page 24). This will give more
money to Catalonia, and should earn him the backing of Cata-
lan nationalist parties for the budget vote in parliament in the
autumn. Without their support, the budget might bring down
his government, since his party lacks a parliamentary major-
ity. Second, he sided with the trade unions to block demands
from business leaders to reform Spain’s two-tier labour mar-
ket. That has seen off the risk of a general strike.

For all their tactical political deftness, these agreements car-
ry an economic cost for Spain. They are, alas, typical of Mr Za-
patero’s way of governing. By his refusal to countenance un-
popular measures and his habit of showering public money
on any problem, he risks prolonging the recession.

Spain’s decade of growth has cometo a painful end. In con-
trast to much of Europe, which is home to a few green shoots
(see page 23), Spain’s economy still looks as arid as the meseta.

True, other European economies may contract more than the
4% decline the 1MF forecasts for Spain this year (for that Mr Za-
patero and his government's big fiscal stimulus deserve some
credit). The problem is that the recession looks set to drag on
much longer in Spain than elsewhere; many forecasters seeno
recovery before the end of 2010.

Thatis because Spain’s problems stem not just from the glo-
bal crisis, but from weaknesses at home. Its growth was based
on low-skilled, labour-intensive industries such as house-
building and tourism. Although 1m homes remain unsold,
construction still accounted for10% of Gpe in the first quarter
of this year—twice its share in Britain. Spain needs to use the
time bought by deficit spending to reshape its economy.

An expensive, poorly educated labour force

That means reforming not just the dysfunctional education
system but also the disastrous labour market. Mr Zapatero re-
fuses “to cheapen the firing” of the two-thirds of the workforce
on permanent contracts, who must be paid 45 days for each
year of service if they are laid off. His refusal blunts the incen-
tive to hire. Collective-bargaining rules mean that wages for
the country’s labour aristocracy are rising even as prices are
falling. Since Spain, a euro member, can no longer devalue, its
businesses are becoming even less competitive.

An initially strong fiscal position is rapidly eroding, with
the budget deficit heading for 12% of Gpp this year. If growth
remains elusive, investors will soon demand a higher return
on the government’s bonds. But Mr Zapatero is spending re-
gardless. Catalonia had something of a case for a bigger slice of
the cake. But it looks as if the regional financing deal will add
another percentage point of GDP to the deficit.

Mr Zapatero seems to be counting on inertia to pull his
country out of its slump, allowing him to win a third term in
2012. He will be lucky to get away with it. Evenif he does, itisa
formula for the Italianisation of Spain. Put off the pain of re-
form now—and recovery will take longer. As Spaniards head
for la playa, itis time their government told them so.

#
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On Economist.com

Videographics on the global economy

Back in kilter?

A series of animated charts considers how the world's four biggest economies
must change to ensure sustainable global growth

REBALANCING the world economy re-
quires substantial changes in savings
and consumption habits in the United
States, China, Germany and Japan, the
world’s four largest economies. American
consumers went wild in recent years, driv-
ing global growth while the other big econ-
omies ran current-account surpluses. Now;,
as Americans are compelled to save more,
will consumers elsewhere bolster the glo-
bal economy by opening their wallets?

To accompany a series of articles in the
newspaper looking at the prospects for
these four big economies, we publish on-
line “videographics”—animated and nar-

Other highlights

T
4 lb'

Liberty and terror Shami Chakrabarti, the
director of Liberty, a pressure group, talks
about the decline of human rightsin Britain
in the past decade. She derides “Kafka-
esque” control ordersin the country, rejects
theslogan “war on terror” and explains why
nobody has the rightto be shielded from
offence

Economist.com/audiovideo/britain

rated charts—each Friday. The first of these
presented a history of American growth
over the past 50 years, noting a dramatic
increase in private consumption since
1980. This week’s videographic looks at
booming China, where surpluses may
now be declining but domestic imbal-
ances (notably between too little con-
sumption and too much investment) re-
main uncomfortably large. Forthcoming
videographics will assess first Germany
and then Japan. ®

Watch the videographics at:
Economist.com/videographics

Techs and the city San Francisco may conjure
upimages of hippies and leftist politicians,
butitattracts scientists in equal measure.
Our correspondent spends a week among
themin the labs of the Bay Area
Economist.com/correspondentsdiary

Jazzy behaviour James Marchisa
management guru’s guru. Enthusiasts say his
work on organisational behaviour was to
business theory what Miles Davis was to jazz
Economist.com/management

Ancient wonders Why have only two pagodas
in earthquake-prone Japan collapsedin the
past 1,400 years? Think of a tightrope walker,
astack of top hats and a pendulum thatis
unable to swing

Economist.com/techview

All Economist.com content is free for a year. Subscribers to The Economist can search
back 12 years (go to: Economist.com/activate).

ONLINE CONTENTS

NEWS ANALYSIS

Daily analysis from The Economist's
journalists, plus a topical chart or cartoon
Economist.com

Free online access to the newspaper
Economist.com/printedition

..--_ -....... T-..
Our views on subjects ranging from art to

the environment, business to technology
Economist.com/columns

Dispatches from our correspondents
around the world
Economist.com/correspondentsdiary

'AUDIO AND VIDEO

A round-up of articles from the print
edition, the week ahead and more
Economist.com/audiovideo

Discuss economics, American politics,
business travel and much more
Economist.com/blogs

Our archive of KAL's weekly drawings
Economist.com/kallery

'MANAGEMENT

‘Resources for managers, including book
reviews and summaries of journal articles
Economist.com/management

Intelligence, analysis and news on 82
countries
Economist.com/countries

Rankings, ratings and indices from The

Economist and Economist Intelligence Unit
Economist.com/rankings

Listen to interviews with authors, download
PDF versions and consult sources

Economist.com/specialreports

—_



B e — —“——“

6002 151 3snbny 3siuouody ayy

‘Aidde o1 pabeinosus Ajbuons ase ssyepipues sfewsy

abexoed uonessuniual sAE0WoD AlleUoteu iyl Ue pue A0 O9XaIelUrMMM | i St
JUoLRI0) S 01 Sousladxs pue s||pis JNoA Bulq o] pue jasies Jnok dojasap OSXHJ alu I LESO 195 778 (0) v+
01 samunuoddo “uatiuoiaua bulbuajeys Aljeuossagoid pue [eanynangni

OH l1euonewsajul pue yn

bundxa sisyo 1ey; uoneziuebio Bumold I1Se} B 3 S\ U240 M Jeymn
“Yaual 1o ysbu3 jo Liaysews poob e pue ¥ ‘Bunsaw Aioyesoydxa
Ue JOoj 1182 + W3 0] ¥GZLF uiea nok |

‘SouaLadxe [euoissajold Juessfl Jo sieak jo Jaquinu e uaieanba Jo saibap
SJBISER B 1sea) 1e Y sjeucissaioid payienb AjyGiH o4 Buijoo) ase am yeym

"S10)33s Uty e e saipunysoddo jueasya.

“suonisod mau m patepdn Apuanbay si usoped aaied ing “ ‘fj basdls s "f " f e . _" 1
‘UORBULOJU Pa|ielap JO) S1831e/BI0 GRIEMMM S1SAIM N0 JISIA asealy SSEI0E pajjeALIun YA 112 Jax34u| Bulpinosd
ale buppiomiau jeqo)b ‘pajeansiydos jo sieak Og

ubldojaARg) ueLLn BIUBUIIADG -
Rnﬂ:ptﬂ oiby puemrmn‘;pbv n,m:; uewiny Alllenuapijuod pue wisfjeuoissajoud ns
uoneibaiu) jeuoibay sanspels 10j uonyeyndal e pue wea SAlDRIIUI-]aJew
wswsbeueyy ys)y 5 arveuy uonebnsaau) Jjsuasoy g 1pny Usalip s3insad e ‘abpaimouy jaxyew yidep-u
abuey) mewp RS ‘9217135 pasijeuosiad e y)Im auoje spuels 3ax3Ia3u]

uoneniea3 uonesadg wawdopasq J01385 aeaug
waiwdojaaag ajqeuieisns annaas [eha . ~ n . o
ABojoupal uonewuouy SJwWouol] Juawdojanag ]“')!JEU'J |.Jcl[JF.JIL| "”'“ 0] ssadxe 3“"‘?5”33-“3
‘U0 asiuadye Buless ae ap aAGu'l al'n uo 53"\'1”33)(3

‘BISIUNL "Suny i aus Aesodiws) syt 4o 1no Bugessdo Auaun Stjueg syl
B3l SSOIOB SROIYO) PR S7 PUB AUI0ALP 3107 “Uelpiqy ui Siauenbpeay si i

uonanpas Ausaod pue sjuaiwasosdu [B120S 01 Si3aload yipa-oniw
240" SaAfenIul NNIseIjul 3es-a6:e| woiy abues sbeuew am spsfosd ayy

SSUS UBRISADS-UOU pUR USR0S
O} 3Sfadxa |BYIULDS] PUR [BDUBUY PUB SIUBLLIISBALI Aynba ‘sueo| ‘siuesb
spnosd am ‘Auaned Bupnpal pue spiepuels Bun Busies jo wie Arewud au) Yl
"SaNSS| JuBLIdOIASP UEdUYY SO} 32I0A JuBUILBal SUl PUB B Ul uonmasul
aueul) uado@asp Buipes) e sy dnouny yueg uswdojpnsqg uenyy syt

“\\ffh N ey ssone saniuniioddo saasey

& ‘\ _,/ {luswdoansp 10y uoissed y

'6002 Jequades g s| suojieojdde 1oj
a1ep Buisop 8y | “puuy/Bio o) mmm 1A eseald ‘Ajdde o) moy pue suollipuca pue suus) Jo sjieap Buipnjoul SsIDUBDEA N0 LO LoYBLLOJU| Jayung o4

uopoadsu| INogejuoleNSIU|WPY Jnoge]

enboreig

11 uojpeabipy
Bujpuosiser/uonRISUBRS L Ylieay pue Alajes [euojiednoag
1eba Awinoag [etog

S80IN0SaY UBLINH 1S|Wouao ysieasayy

BOUBL4 1YBW Jnoqe pue Aoyjog Jwounog

BujwiueiBoly Ayigedodws pue eBpamousy| ‘simg

juawabeuey juswihoydug

uolBIsIuLUpY SpIBPUBLS JNOGET |BUOlBWSIU|
uoliRASIUIUPY 7 uswebeueyy [eweju) Speld |egjuyoe |

‘Spieiyseaie Buwolio) eyy i suopsod Buj| Ajuauns S1 O 8y

‘noA 10§ aoe)d 1yBy au) eq em
Aew o) ey uay: ‘dojeasp pue wies| o} sabuny e pue ‘soueunopad ybiy Jjo piooss yorsy usaoid & ‘SIS UOREDIUNWIWCS pue [eanAjeue Jus|l@oxa

Yum ‘uosisd peziuebiio pue saneioge|joo e ale nok pue ‘juswuocnaus pajdiouud AjLBiy ‘BuiBusjjeuo Ajreqo|6 ‘asianp AlfeuopeLULB|ul U LM MoMm
O &[] pinom nof Jj “uoeziueBio Ue se pue ‘SWEs) SB ‘S|lenpIAIpUl 5B Op am 1ey) Buppliane epinb Alisiealp 1o} 10edse) pue AjuBelu) jo sanjea ing

“AnuBip uewny pue Ajunoss ‘Ainba ‘Lopaa.} O SUOHIPUCD Ul }IoM BAanpold pue jusgep WiBqo 0} LSl PUE USWOM
J0j sepunpioddo eaueape o) S1SYIOM pue siakojdwe ‘SiuswLIBACE Lnm sxiom eyl AousBe pezyepads ‘N eyl s 8240 JnogeT [euoewWBlu| 8y |

IO NG jeuoyELIsL)

313y suels pliom Jsyaq y [‘j
[

@ }om Jusdeg [

SNJ04 9ALINIBX] |,




Executive Focus

Cour

Pénale i/ N

Internationale «@\’;
\Ne?4

International = &

Criminal

Court

The International Criminal Court (ICC) is the world’s first permanent,
treaty-based criminal court. It has been established to ensure that the gravest
international crimes do not go unpunished, to deter the commission of crimes
and to further respect for international law and justice. The Court is an

international organisation with a diverse staff drawn from around the world.

The International Criminal Court is undergoing major recruitment, seeking highly

motivated and qualified candidates for various positions among which include:

Director, Division of Court Services, D-1

Chief, Budget and Finance Section, P-5
‘The Hague, The Netherlands

The International Criminal Court offers a competitive remuneration
package in accordance with the United Nations common system of salaries,
allowances and benefits.

Detailed information on all vacancies and application procedure is available at

the Court’s website: www.icc-cpi.int.

#
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Executive Focus

Making economists better

GES

Imagine improving the lives of millions, GES economic advisers
are crucial for effective government policy. Your activities will
be influential and far-reaching. We currently have positions for
experienced economists in the following departments:
= Department of Energy and Climate Change, London
(E47,113 - £49,273)
= Department of Health, London
(£44,681 - £47,170) or Leeds (£41,481 - £43,970)
« Department for International Development
(£45,381)
The posts will be overseas — unaccompanied or without children.
Terms and conditions will vary according to the particular country.

= Intellectual Property Office, London or Newport
(£42,250 - £53,478, plus additional London Weighting
Allowance of £3,200)

* Ministry of Justice, London (£51,950 - £57,377)

+ Office for National Statistics, Titchfield & Newport
(41,666 - £56,211)

* Welsh Assembly Government, Cardiff (from £42,500)

Salaries are starting salary ranges.

There may be vacancies in the Department for Business,
Innovation & Skills, in the Regulatory Policy Committee, an
external advisory body sponsored by the department, based

Making better use of economics

GOVERNMENT ECONOMIC SERVICE

Aswell as a 2:1 or an MSc in Economics, you'll need to demonstrate
substantial current experience in your career as a professional
economist. We are looking for people with strong analytical
capabilities who are ready to put their skills to work in the
formulation, implementation and evaluation of policy. You will need
to demonstrate a good knowledge and application of economics
and give evidence of your capability in analysis and use of evidence,
financial management, people management and programme and
project management. Relevant experience in the specific areas
advertised is also desirable.

Recognising your commitments outside wark, we offer a family-
friendly environment, plus an attractive pension scheme. The posts
are offered on a permanent basis but fixed term appointments for
up to three years, with the possibility of permanency later; will also
be considered. Civil Service nationality rules allow us to only accept
applications from UK Nationals, Commonwealth citizens or European
Economic Area and Swiss Nationals.

For further information and an application form,
visit our website www.ges.gov.uk/economic-advisers.html

The closing date for receipt of applications is:
Friday, 21 August 2009.

lat
‘nqu s a4,

i
3,

The Civil Service is an Equal Opportunities
employer and aims to reflect the diversity of

"’on.n

Senior Regional Advisor OSI-Central Eurasia Project

The Open Society Institute works s build yvibrant and tolerant democmcies whose governments are
accountuble o their citizens, To achieve lis mission, OS] seeks w shupe public policies that assurc
greater fdirness in political, legal, und economii: systems and safeguard fundamental rights, Tnvestor and
philanthropist George Soros in 1993 created 051 as a priviate operating and grant-making foundation to
suppert his foundations in Central and Eastern Europe and the former Soviel Union

For more informatton, please vislt: WL SOI0OLE

The Central Eurasia Project and Middle-East/Norih Africa Initiatives 15 a program of the Open Sociery
I dedicated to exploring possibilities for developing civil society in the countries of the region

Under the Ieadership of the Associate Director the Senior Regional Advisor will initiate, coordinate

and catalyze regional cooperntion inttiatives, including Afghanistan, Pakistan, and other relevant countries
for O8] sopport; for more information, please visin: il vweww sorosorg/about/oflices/ newyeork!
s, 20090701
Responsibilities
®  Lead the strategic planning, design, imple and evaluation of OS1's Southwest
Avia regional projects in collaboration with local partner, in-house and external expents amd

ndvisors;

®  Oversee and contribute to research and nnalysis on developments in the region, with a view 10
profiling key OSI related issues in the policy and advocacy community;

®  Conduct field rescarch and sdvocacy missions 1o Afghanistan and Pakistan, in cooperation
with QOS] country offices, and draft follow up internal reparts a5 well sy documents for public

consumpition imcluding op-eds, bricling papers and other publications;
®  Represent OS1 at approp professional g8 with i and ciyic leaders,
donors, supporters and the foreign policy community, and sssist in expanding O51's advocacy

and public outresch;

®  Supervise OST's consultanis. reseurchiers, und other programmatic stafl and provide feedback
and evaluations of their work;

& Coordi Southwest Asia reglonal and policy work with OS1 advocacy officers, the
Afghanistan and Pukisan OS1 offices and other relevant sctors.

Qualifications

& Advanced degree. Musters or sbove;

®  Knowledge and e in Afgh Pakistan, and sucrounding negion:

8 Seven 10 ten years Progrim mammgement expenence;

= Sub ive eaperience g on policy and advocacy issues, with a particular focus on
rights based concerns;

= Advanced language skills, meluding Auency in Darl;

®  Esxcellent org I kilha g lnrly the ability 1 effectively manage and compile
disparate pieces of data,

To Apply: Please email resume and cover letter with salary i before S
humanresources @ sorosny.org Include job code in subject line; SRA-CEP/MENA

1, 2009, 1o:

in London (£47,113 - £49,273). Vacancies in other government British society. All applications are treated % Py
departments and/or in other locations might also arise. on merif. ¢ Com
Position Available: ™

General Director

London, Attractive Salary ].ea

The Institute of Economic Affairs is a leading UK think tank.
Founded in 1955, it is an educational charity independent of
any political party or group. Its mission is to improve
understanding of the fundamental institutions of society by
analysing and expounding the role of markets in solving
economic and social problems. It is financed by the sales of
publications, conference fees and voluntary donations. It now
seeks an outstanding individual as General Director to lead the
Institute through the next important stage of its development,
The Role:

* Reporting to the Chairman and accountable to the Managing
Trustees, the General Director will have overall responsibility for
running the Institute.

* Manage the financial affairs of the Institute, develop strategy
and motivate the staff team.

= Play a key role as ambassador for the Institute, as well as initiate
and cultivate relationships with donors.

The Candidate:

* Demonstrable record of success, with a sound knowledge of
economics and familiarity with the UK economic and current
affairs scene,

* Superior oral and written communications skills, with the
capacity to argue, influence and inspire.

= Clear commitment to the ethos and values of the Institute, with
no strong party affiliation.

A candidate brief, containing full application details, can be

downloaded at www.odgers.com/29148 or requested by telephone,

quoting reference AWA/29148E. Closing date: 28th August, 2009,

Further details on the IEA can be found at www.iea.org.uk

The Economist August 1st 2009
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» Some of Mr Obama's favourite spooks
have been unable to take up senior ap-
pointments because of their association,
sometimes only peripheral, with the inter-
rogation programme. John Brennan, a vet-
eran c1A figure, was withdrawn from con-
sideration as the agency’s director and was
given a job in the White House instead.
Philip Mudd, a respected intelligence man
currently on secondment to the re1, pulled
out of his nomination to the senior intelli-
gence post in the Department of Home-
land Security. The Obama administration
may have chosen these men butit putlittle
effort into backing its choices.

The big chill

How will all this affect future intelligence
operations? There is a distinct chill. Some
reckon that the cia and other agencies
face their worst crisis since the post-Water-
gate inquiries in the 1970s uncovered evi-
dence of spying on Americans and plotsto
assassinate foreign leaders. “There is un-
doubtedly some nervousness,” says one
senior source, “It does not stop you taking
action, but it makes you think twice and
talk to your lawyer.”

Britain’s close relations with America
are causing it similar problems. Its intelli-
gence agencies are being dragged into the
legal limelight, not for torturing suspects
but for allegedly colluding in their mal-
treatment by others—whether they are
Americans, Pakistanis or Moroccans. One
member of Mis5, Britain’s domestic intelli-
gence agency, is under police investigation.

Increasingly lawyers are being brought
in to scrutinise British intelligence before it
can be passed on. Will handing over the
name of a suspect to America lead to him
being killed by an unmanned aircraft in
Pakistan? Will sharing a telephone num-
ber with, say, Egypt's spies, lead to the ar-
rest and torture of somebody who should
instead be merely watched? Will submit-
ting questions to be asked of a man held in
a foreign prison mean that British agents
will be held responsible for his treatment?

Agents have become warier of ques-
tioning detainees abroad for fear that they
will be blamed for any abuse they may
have suffered. The number of requests by
officials in m16 (Britain's foreign intelli-

gence service) for the legal cover known as
“Article 77, in which the foreign secretary
approves actions that are illegal in Britain,
has shotup.

Many of the woes of British agencies
are embodied in the case of Binyam Mo-
hamed, an Ethiopian asylum-seeker in
Britain, who gave up his drugs habit after
rediscovering Islam. He went to Taliban-
ruled Afghanistan to see an Islamic state at
work. There he underwent some form of
military training—to help the resistance in
Chechnya, he says, not to fight the Ameri-
cans. He was arrested trying to leave Paki-
stan in 2002 on a forged passport. He was
beaten in prison, where he was seen by
members of the FB1 and mi15. He was then
taken by the Americans to Morocco, where
he says he was tortured by a questioner
called Marwan, who took a sharp blade to
his chest and penis while asking questions
that had plainly been fed to him by mis,

The British authorities say that once Mr
Mohamed had left Pakistan, they did not
know his whereabouts or conditions of
detention; all questions were submitted
through the Americans. Much of Ameri-
ca's programme of secret detention and in-
terrogation was formally hidden from al-
lies. The top-secret “torture memos” were
classified “NOFORN” (no foreign nation-
als). But stories of prisoners being abused
by the Americans were already circulating
in 2002. Indeed some British officials had
expressed concern at what they saw.

It was under torture, Mr Mohamed
says, that he admitted to meeting Osama
bin Laden and to taking part in plots in-
cluding the detonation of a dirty bomb.
This is what he would be accused of when
he got to Guantanamo Bay in 2004, via a
secret prison in Afghanistan. But, like
many others, Mr Mohamed was released
inFebruary this year without charge.

By then Mr Mohamed’s lawyers,
among them Clive Stafford Smith, founder
of alegal charity called Reprieve, had been
in full swing on both sides of the Atlantic.
They sued the British government to re-
lease documents that might prove Mr Mo-
hamed’s innocence, obtaining a High
Court judgment that was critical of mi5
and led to the police investigation of one
of its officials, known only as “Witness B".
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In a parallel case in America, Mr Mo-
hamed and other Guantinamo inmates
are suing Jeppensen DataPlan, a subsid-
iary of Boeing, which allegedly provided
aircraft for the cia’s rendition programme.

Mr Mohamed's release has notstopped
the litigation in either America or Britain.
Both governments argue that the lawsuits
should be thrown out because state secrets
cannot be divulged. Indeed, the Obama
administration has warned Britain thatin-
telligence-sharing would be jeopardised if
secret information provided by the cia
were to be revealed in British courts. Simi-
larly, officials in Britain are alarmed by
what may be disclosed in America.

Waterboarding the agencies

These days it is the intelligence agencies
that find themselves under interrogation.
Each snippet they provide produces re-
quests for more information. And the
courts, suspicious of what the agencies
may be hiding, are demanding ever more
disclosure. One source of information has
been the succession of freedom-of-infor-
mation requests for official documents, in-
cluding the “torture memos”, by the Amer-
ican Civil Liberties Union (AcLu).

Legal campaigners are waging an infor-
mation-gathering effort that earns the
grudging respect of intelligence operatives.
“They are chasing the paper trail and win-
ning,” says one. “They are chipping away
at state-secret privilege [the doctrine that
courts can dismiss lawsuits if classified in-
formation will be released]. They could
disclose an awful lot of information—
names of interrogators and medical per-
sonnel. If secrets start seeping out, coun-
tries that have been sharing information
may be disinclined to do so.”

The controversies show the extent to
which torture and other forms of harsh in-
terrogation—even though they may have
been abandoned—cloud the legitimate »
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The euro-area economy

First, the good news

The economy has probably seen its worst, but a strong recovery may be too much

to ask for

T THE beginning of June Jean-Claude
Trichet, the head of the European Cen-
tral Bank, set outits latestforecasts. Though
the worst of the downturn had probably
passed, he said, the euro-area economy
would be unlikely to grow until the middle
of 2010. Just a few weeks later Mr Trichet
looks too gloomy. Figures published on Au-
gust 13th are likely to show that Gprp
shrank again in the second quarter, but
that this will probably be the low point.

More timely indicators suggest the
economy has started to grow again. Busi-
nessmen are cheerier. The gauge of Ger-
man business sentiment published by Ifo,
a research institute in Munich, rose in July
toits highest level for seven months. Confi-
dence in France increased for a fourth
straight month, according to a survey by
INSEE, the national statistics agency. The
brighter mood reflects orders and sales.
Euro-zone industrial output rose in May
for the first time since September. A broad-
er index, based on surveys of purchasing
managers in manufacturing and services,
was much strongerin July.

This revival of animal spirits counts be-
cause so much of the downturn owed to a
collapse in business spending. Firms
slashed their capital budgets and pared
back stock levels when their export sales
collapsed. Foreign demand is now return-

ing. Euro-zone exports to China rose by
over 40% between January and June, ac-
cording to Goldman Sachs. Shipments to
India have also picked up. Orders in Ger-
many are improving as its capital-goods
firms benefit from infrastructure spending
in Asia. The fresh signs of life in America’s
housing market raise hopes that recession
is lifting in Europe’s biggest export market.

Consumers are also perking up, though
compared with firms they had barely cut
back. In the year to the first quarter, the
worst period for the economy as a whole,
consumer spendingin the euro area fell by
12%, less than in America and far less than
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in Britain. That figure conceals a split: con-
sumption in Germany was stable, and in
France, it grew; but in Italy and Spain it fell
off sharply. Spending in the euro zone as a
whole has since strengthened, though the
North-South divide remains. Retail sales
picked up in Germany in April, and again
in May, but faltered in Spain and Raly. In
France household spending on manufac-
tured goods jumped by 1.4% in June. Gov-
ernment incentives to support new car
sales by offering cash for old ones have
tempted buyers into showrooms. Spend-
ing power has also been boosted by falling
consumer prices.

Three (modest) cheers
A revival in trade, business optimism and
resilient consumers: that combination
promises modest growth this guarter.
There may even be some pleasant sur-
prises in the next few months. Germany’s
economy could bounce back faster than
expected, because its cuts in business in-
vestment and stocks have been so savage.

But the good news ends there. One
worry is that more pain is due in Spain, Ita-
ly and elsewhere. The surprisingly large
fall in second-quarter GDP in Britain is a
blow to its euro-zone trading partners. It is
also a warning that recovering from hous-
ing and credit busts is hard. Spain and Ire-
land were big sources of euro-zone de-
mand, before their housing busts. Spain
will soon find it harder to offer fiscal sup-
port to its economy. Italy's exporters are
struggling with high wage costs and a
strong euro. Eastern Europe, once a fast-
growing market, is also sickly.

The longer-term fear is that unemploy-
ment will drag the economy back down.
The risk is greatest in countries where job »
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» cause they have long used Croatian pass-
ports, for which visas were abolished
some years ago; Bosnian Serbs may now
apply in large numbers for Serbian pass-
ports. All this weakens Bosnia’s fragile
statehood. It is outrageous, say Bosniaks,
that a fugitive like Ratko Mladic, indicted

for murdering some 8,000 Bosniaks in Sre-
brenica in1995,is now in theory able to tra-
vel freely on a Serbian passport whereas
the relatives of his victims cannot.

Still, Bosnians and Albanians know
that it is only a matter of time before they
too qualify for visa-free travel. Not so the
Kosovars, who have yet to start working on
the issue with the Eu. Matters are compli-
cated by the fact that, because Serbia does
not recognise Kosovo's independence, it
cannot refuse to give Serbs and Albanians
living there its new biometric passports.
Butas part of the deal on visa-free travel for
Serbia, the EuU excludes them.

Hence a Serbian passport for some-
body in Kosovo will be worth less than
one for a Bosnian. And if Serbia and Croa-
tia can hand out passports in Bosnia, why
should not Albania issue passports to
Kosovar Albanians? Some people may
even start to ask why the Albanian nation
should be split between two states. Bu-
reaucratic anomalies can have mighty con-
sequences. |

Gennady Timchenko and Gunvor
International BV

In a section of our special report on
Russia entitled “Grease my palm”
(November 29th 2008) we referred to
Gunvor and its co-founder, Gennady
Timchenko. We are happy to make it
clear that when we referred to the “new
corruption” in today's Russia, we did
not intend to suggest that either Gunvor
or Mr Timchenko obtained their
Russian oil business as a result of
payment by them of bribes or like
corrupt inducements. Rosneft sells only
30-40% of its oil through Gunvor rather
than the “bulk” of Rosneft’s oil (as we
described it). We accept Gunvor'’s
assurances that neither Vladimir Putin
nor other senior Russian political
figures have any ownership interest in
Gunvor. We regret if any contrary
impression was given.

Language rows between Slovakia and Hungary
Hovorte po slovensky!*

BRATISLAVA

Slovakia criminalises the use of Hungarian

ANGUAGE laws may protect minority
rights or infringe them. Slovakia’s new
law, which comes into force on September
1st,isunder fire for its harshness. Itimposes
fines of up to €5,000 ($7,000) on those
who break rules promoting the use of Slo-
vak in public. Hungarian-speakers, who
number around a fifth of the population,
mainly in the south of the country, see that
as a direct attack on their right to speak
their mother-tongue. So do politicians in
neighbouring Hungary. A long-running
dispute between two of Europe's most
prickly neighbours is turning nasty.
Slovakia’s left-leaning populist govern-
ment has been needling Hungary since it
took power in 2006. It sidelined plans fora
joint Hungarian-Slovak history textbook
last year and has publicly endorsed the Be-
nes Decrees, which expelled most Ger-
mans and many Hungarians from the then
Czechoslovakia after 1945, as a punish-
ment for their supposedly Nazi sympa-
thies. The new law tightens rules about
speaking Slovak in dealings with public of-
ficials: not just police officers or teachers,
but also, say, doctors. Exceptions apply to
monoglots, or in districts where the minor-
ity makes up a fifth or more of the popula-
tion. Hungarian-language schools must

*5Speak Slovak!

conduct their administration in Slovak.
The new law also lays down detailed in-
structions for the way in which memorials
and plaques may be inscribed.

A party representing the Hungarian mi-
nority is mounting a challenge in the con-
stitutional court: it calls the law “19th-cen-
tury language imperialism”. The Slovak
response similarly accuses the Hungarians
of hankering for the 19th century: they
dominated the region in the Habsburg era.
The Slovak prime minister, Robert Fico,
said the real problem was those wanting to
bully Slovaks in the south of the country
into learning Hungarian.

The Slovak foreign ministry has pub-
lished (unilaterally) an expert opinion
drawn up in confidence by Knut Volle-
baek, high commissioner for national mi-
norities at the Organisation for Security
and Co-operation in Europe, a Vienna-
based international organisation. Mr
Vollebaek agrees that bill does not in itself
contravene international law or Slovakia’s
earlier commitments to protect minority
languages. But his opinion also highlights
concerns over the hasty passage of the
new legislation and the danger that it may
be interpreted arbitrarily.

The big question is the meaning of the
requirement that Slovak be used “in pub-
lic”. Would, say, a Hungarian-speakers’ po-

etry club have to arrange for their meetings
to be translated into Slovak? Perhaps not,
but it is an odd thing to have to worry
about these days in the European Union,

Grandstanding in the run-up to elec-
tions has fuelled the row. Mr Fico is gaining
record popularity ratings. It helps divert
opinion from issues such as corruption
and economic decline. Mikulas Dzurinda,
a former prime minister and opposition
leader, says that the real danger to the Slo-
vak language comes not from tongue-tied
ethnic Hungarians, but from the debasing
of Slovak by foul-mouthed chauvinists in
the government, such as the leader of the
Slovak National Party, Jan Slota. He recent-
ly provoked uproar by calling a policewo-
man (she says) a “cunt”. The charming gen-
tleman’s complaint? She had refused to
allow his driver unauthorised entry to a
parliamentary garage. &
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The quality of teachers

Those who can

CANTERBURY

Education reforms will never work unless teaching attracts more high-fliers

“I SET up a Fantasy Football competi-
tion between some of my toughest
pupils,” one young man explains. “They
get goal-keeping points for good atten-
dance, and defence points for behaving
well. Good punctuation and spelling
translate into their midfield performance,
and coming up with good ideas, into at-
tack.” Around the room, pens scribble furi-
ously. “Pupil x hated me,” a woman tells
the group; she describes how she changed
that with weekly phone calls to his parents
and postcards praising his (intermittent)
good behaviour. More notes are made.
This is the Teach First summer institute:
six weeks in Canterbury, a southern cathe-
dral city, at the end of which nearly 500
new university graduates will teach full-
time, for £15,000 ($24,500) a year, in some
of England’s toughest schools. The 360
who started the programme last year are
here too, handing on to the raw recruits
their tips for coping with bad behaviour
and keeping lessons fresh, and demon-
strating to their tutors what they have
learned. In another year, those old hands
will be qualified teachers, trained on the
job and in tutorials and summer schools.
Recruiting the right kind of teachers has
been difficult in England for some time,
and though recession has brought tempo-
rary relief, the task is getting bigger as those
hired to teach the baby boom near retire-

_—

ment. Head teachers, worn down by con-
stant official policy changes and an ava-
lanche of paperwork, are retiring early. A
study in 2007 by McKinsey, a consultancy,
concluded that countries whose students
perform well tend to recruit teachers from
the top of the class. But a recent report by
Politeia, a think-tank, found that the bar for
getting into teacher training in England is,
by international standards, unusually low.
Trainee teachers can resit basic literacy and
numeracy tests as often as they like—and
13% need at least three goes at the latter.
Around 1,200 each year graduated with
the lowest class of degree, a third.

The result is a general sense that the
country’s teachers have been scraped from
the bottom of the barrel. That makes it un-
likely that ambitious graduates will con-
sider joining the profession, or stay in it if
recession persuades them to do so briefly.

Modelled on Teach for America, a pro-
gramme founded in 1989 that now trains
4,000 teachers a year, Teach First aims to
reverse this vicious cycle by creating a
route into teaching for high-fliers. Appli-
cants are screened for leadership and com-
munication skills, and the successful ones
promise to teach for two years in “chal-
lenging” schools: those where few pupils
get good exam results or where more than
30% are poor enough to receive free school
meals. Such schools tend to have the least
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qualified teachers and to suffer from high
turnover. One summer-school participant
is about to start teaching mathematics to
15-year-olds who have had 22 teachers in
the subjectin the past three years.

Unlike government recruitment drives,
which tend to present teaching as appeal-
ing, even easy, Teach First describes the job
as tough and demanding because the right
people are those who are attracted by the
most daunting tasks. Few at the Canter-
bury summer school think they would
have considered teaching without that ap-
proach: the standard one-year postgradu-
ate course is, they say, “too slow”, “too the-
oretical” and “boring”. Strong links with
businesses, including prestigious graduate
recruiters who often scoop up those who
decide not to stay in teaching, help bring
them in too. Some employers, like HSBC, a
bank thatis one of the charity's biggest do-
nors, guarantee those who leave after their
two years a first-round interview.

Since 2003, when it received 1,300 ap-
plicants for just 200 places, Teach First has
grown fast. Nearly a tenth of Oxford’s class
of 2009 will be Teaching First this autumn.
The programme already has its first head
teacher, Max Haimendorf, hired to lead a
new schoolin London after just three years
teaching. It expects to take on 850 recruits
in 2012, making it one of Britain’s largest
graduate recruiters. To date almost three-
fifths have stayed on after their two-year
stint, which means that retention of teach-
ers is almost as good as with traditional
routes into the classroom.

Around 40,000 people train to teach
each year in England. Making Teach First
the main way to do so would dilute the »

To hear an interview with Max Haimendorf of Teach First go to
Economist.com/audiovideo/britain
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tate agents to a code of conduct. TPO tries
to steer its members towards signing its
own code, but there is no obligation to do
so. There is not even a proper record of the
number of estate agents in the country. By
the end of June 6,904 firms representing
10,437 offices had registered with Tro. It
reckons this is about 95% of the market.

An estate agent needs no professional
qualification and the spectrum of practi-
tioners is wide, from chartered surveyors,
with letters after theirname and their own
tradition of integrity, to fly-by-night sales-
men. It is the latter who have been worst
hit by the downturn. The wiser fraternity,
having seen housing blips before, kept
something in reserve during the decade-
long boom to 2008. Keith Johnson at yw
Woods in Durham, for example, reduced
his staff from 90 to 58 in the course of 12
months but closed none of his seven of-
fices. A handful of smaller agents were
forced to shut up shop around him.

Now, it seems, the worst may be over.
Many sources are registering a small rise in
house prices from May to June. The Land
Registry, which logs actual sales, reported a
0a% increase overall, with big regional dif-
ferences. John Nicholas, an agent in Pem-
brokeshire, said his business was declining
in June, whereas Roger Punch, at Stags in
Plymouth, saw a “serious upturn”. Interest
in south-coast holiday homes has revived.

The
Economist

Spm::d between banks' two-year swap funding

age rate for customers

In a recovering but fragile market “who
needs more red tape?”, asks Grant Shapps,
the Conservatives' shadow housing minis-
ter. Yet better regulation of estate agents
and letting agents is on the government's
agenda. Three hefty reviews—the Cars-
berg, the Jones and the Rugg—have thud-
ded onto civil servants' desks in the past14
months. The National Association of Citi-
zens Advice Bureaux has produced a
clutch of cautionary tales about letting
agents’ abuse of both tenants and land-
lords, including theft of rental payments
and deposits. All conclude that the sector
should be better regulated. The proposals
range from mandatory but privately en-
forced codes to external policing.

eoretical cost of funds, and
pped since then (see chart).
eft room for the banks with
ggage to enter the market or
presence at competitive
frontof the packisHssc,

he bank, First Direct. The pair
are consistently near the top of compari-
son websites. Handelsbanken of Swe-
den, which hassome 60 branches in
Britain, is enjoying lending to the well-
off. And the state-owned Bank of China
is offering the best rates for buyers plan-
ning to let their property. With only five
branches in Britain, it uses “mortgage
packagers” who deliver clients with most
of the paperwork done. As the bank
insists on a face-to-face interview with
every and applies strict lending
criteria thisis hardly an assaulton the
mass market—yet.

Letting and managing agents are a par-
ticular problem because there is little re-
cord of births and deaths. Standards are in
a muddle. “There's a feeling that this part
of the industry has been running wild,"
says Julie Rugg at York University, who was
responsible for one of the reviews.

A government consultation on the mat-
ter is in progress but has lost momentum.
Little is likely to be done before the next
general election, due by June. And then the
reformers may have to reckon with Mr
Shapps, who says he would scrap any at-
tempt at “top-down regulation”. He can
live without more statistics, he says: “I
don't know how many kettle manufactur-
ers there are, and it doesn't bother me.” m
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» ians, however, still say they will not re-
sume talks unless all settlement-building
stops, as Mr Obama has demanded.

At least Mr Obama has persuaded Mr
Netanyahu to concede the principle that
the Palestinians should have a state of
their own, something he had resolutely
opposed in public. However, since the Is-
raeli prime minister spat out the words
«palestinian state” (prefixed by “demilita-
rised”) just once in a speech in mid-June,
he has shown scant enthusiasm for bring-
ing one into being.

A number of his close friends say there
is no chance of it happening, anyway. In a
telling vignettein July, Benzion Netanyahu,
the prime minister’s 100-year-old father, a
historian and leading ideologue of the Is-
raeli “Revisionist” school that promotes
the idea of a Greater Israel stretching from
the Mediterranean to the Jordan river, con-
fidently assured Israelis in a television in-
terview that his son had set conditions for
the Palestinians that he knew they could
never accept.

By insisting that they recognise Israel as
aJewish state as a precondition for talks, Is-
rael’s prime minister has already demand-
ed more of the Palestinians than Mr Ol-
mert did, Mr Netanyahu has also gone on
to declare that they must recognise Jerusa-
lem as Israel’s undivided capital. This con-
tradicts the Palestinians’ passionate belief
that the eastern (and once overwhelm-
ingly Arab) part of the city would be their
own state's capital.

Indeed, on the question of stopping the
building of Jewish settlements in the West
Bank, Mr Netanyahu's government has in-
sisted it will continue to sanction “natural
growth" across the Istaeli-occupied territo-
ry. It will also encourage the continuing ex-
pansion of Jewish neighbourhoods in East
Jerusalem. This, in turn, makes life more
irksome for Palestinians from that part of
the city, because of the rigorous and intru-
sive Istaeli controls they are subjected to.

All the same, even if Mr Netanyahu is
bent on building settlements, he has been
rattled by Mr Obama's apparently equal
determination to stop him. It is the first
time in nearly two decades that an Ameri-
can president has twisted Israel’s arm so
hard. Itis possible thatsomething closetoa
freeze will be agreed on with Mr Obama's
envoy, George Mitchell. After Mr Netanya-
hu met him this week, he agreed to halta
building project in East Jerusalem. 1f the
Palestinians can be convinced that settle-
ment-building has “stopped” (Mr Ob-
ama’s word), peace talks may yet resume.

Who speaks for Palestine?

Yet the Palestinians' own divisions may
well be deep enough to prevent progress.
For itis widely acknowledged, at least out-
side Israel, that no deal between Israelis
and Palestinians will stick unless it is en-
dorsed both by the Islamists of Hamas and

by its secular rival, Fatah, the movement
led by Yasser Arafatuntil his deathin 2004,
when he was succeeded by Mr Abbas. The
two groups are at loggerheads, despite the
efforts of Egypt and others to bring them
together in a unity government. This
would, among other things, accept all pri-
or agreements of the Palestine Liberation
Organisation, the national umbrella
movement, with Israel-including recogni-
tion of it (see our next article).

In 2006 Hamas defeated Fatah in a gen-
eral election, getting 44% of the votes to
41%, winning a large majority of seats in
the Palestinians’ parliament. But because
Hamas refused to recognise Israel or dis-
avow violence, its government was isolat-
ed by Israel, with the endorsement of
America and a Quartetof countries and or-
ganisations, including the UN, the gu and
Russia. A year-and-a-half later, after a
short-lived spell in coalition with Fatah,
Hamas violently took over the Gaza Strip.
Complaining about the countless rockets
that the Islamist group was firing into Isra-
el, last December Mr Olmert's outgoing
government launched a fierce assault on
Gaza, which left at least 1,200 Palestinians
and a dozen Israelis dead. But Hamas's
control over the territory has not wavered.

In the past few weeks, blood between
the Palestinian rivals has been as bad as
ever, with Hamas arresting scores of Fatah
people in Gaza, while Fatah returned the
compliment in the West Bank. Each side is
accused of torturing its prisoners.

Yet, as Mr Obama changes the mood
and raises expectations, prominent Pales-
tinians on both sides realise that only if
they accommodate each other will they
have a chance of getting a state for them-
selves. Amid massive doubts, Fatah insists
itis about to hold a party congress in Beth-
lehem, on the West Bank, to produce a
more dynamic leadership; it would be Fa-
tah'’s first such eventin 20 years,

In January the Palestinians are due to
hold presidential and parliamentary elec-
tions. Pollsters, who have not always been

___IllIIIlllllllIIlIIIlIIIIIIIllIllll'lI-lII-IIIIIIIIIIIIIIIIIIII—__

accurate in their predictions of Palestinian
voting, say Fatah should win. A recent poll
gave it 35% to Hamas’s 19%. The Islamists
may be even less popular in Gaza, where
some blame them for the grievous suffer-
ingunder Israel's continuing blockade.

Mr Abbas might win the presidency
against Hamas's Gaza-based prime minis-
ter, Ismail Haniyeh. But if Marwan Bargh-
outi, a charismatic Fatah man now in anIs-
raelijail, could run, he would handily beat
them both. He would also have a better
chance of conciliating Fatah and Hamas—
and a better one of striking a deal with an
Israeli government.

The two-state idea will not come to fru-
ition, certainly not in the next few years,
unless the Israeli government sincerely
wants it to, and unless Palestinian leaders
settle their own differences in the interests
of their people. Mr Mitchell knows this. Mr
Obama probably knows it too.

Mr Olmert, who came closer to a deal
than anyone realised, was once a Greater
Israel man. Some say Mr Netanyahu may
be persuaded to follow his predecessor
down the same path. Many Palestinians
once believed that time was on their side
and that Israel would one day disappear.
Now even Hamas seems to concede that
Israel is there to stay. Large majorities of Is-
raelis and Palestinians now want Two
states, side by side. It is still possible that
one day they will get their way. ®

Hamas's foreign policy
Acceptance versus
recognition

GAZA
A Hamas spokesman wants Barack
Obama to talk to him

119 AMAS is very close on recognition
of Israel,” says Ahmed Yousef, the
Islamist movement’s deputy foreign min-
ister, speaking from the top floor of a high-
rise building in Gaza City. “We show all
sorts of ideological flexibility on this.” That
does not, alas, mean he can unequivocally
accept the three conditions the Quartet
(the United States, the European Union,
the un and Russia) laid down three years
ago if Hamas is to join international nego-
tiations. But he comes close to doing so,
sounding almost desperate to stretch the
semantic elastic to satisfy the doubters. Itis
a formulation that sticks closely to the
enunciations of both Khaled Meshaal, the
movement's Syria-based leader, and Isma-
il Haniyeh, its prime minister in Gaza.
Hamas “honours” all previous agree-
ments of the Palestine Liberation Organi-
sation [with Israel], which include recogni-
tion, provided the other side abides by all
its reciprocal promises. Hamas is ready to
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Iraq’s Kurdish election

The times they are
a-Changing

SULAYMANIYAH
A new party dents a Kurdish duopoly.
Butdoesitbring independence closer?

TH?E Kurds still have a dream. One day
most of them hope to cut their ties with
Iraq and end their lot as the largest stateless
people in the Middle East by establishing a
sovereign Kurdistan, starting with what is
now northern Iraq. (There may be 24m
Kurds, all told, living mainly in four coun-
tries in the region: Iran, Iraq, Syria and Tur-
key) Arab Iragis reject this dream, fearing
that Kurdish secession would destroy their
couniry and, by the by, costitalotof oil. So,
under American pressure, in 2003 they
granted the Kurds some autonomy, which
the Kurds have cherished; the Arabs hoped
itwould be enough to placate them. Butev-
ery little shift in Iragi Kurdish politics is
judged by whether it brings sovereignty
closer. Whether regional elections on july
25th have done so is open to question.

What is indisputable is that the Kurds’
two-decade-old experiment with democ-
racy has passed a milestone. For the first
time, their regional parliament in Erbil will
have a real opposition. The Change move-
ment, a collection of civil-society cam-
paigners, won about a quarter of the seats,
and other opposition groups notched up at
least 15% of them, ending the parliament’s
reputation as a rubber stamp. “Change is
here to stay,” says Asus Hardi, an indepen-
denteditor.

Part of Change’s appeal is its demand
for more autonomy. But the main reason

Barzani gives them the finger

for its success is its opposition to the per-
ceived corruption of the two main parties.
Many Kurds have been disgusted by the ex-
tent to which people tied to the ruling
clans, the Barzanis and the Talabanis, have
lined their pockets. Despite regular elec-
tions since 1992, the two have acted in a
quasi-feudal fashion, controlling a lion's
share of business while also running secu-
rity. Even after losing almost a third of their
seats, they will still be able to form another
government, having run in the election on
ajointlist.

Masoud Barzani was comfortably re-
elected as the region’s president. But the
old spoils system, run by his Kurdistan
Democratic Part (kpp) and the Talabanis’
Patriotic Union of Kurdistan (pUx), may be
beginning to break down. The two clans’
power, especially that of the Talabanis,
from whose party the Change movement
was mainly drawn, has been weakened.
The pUK may even start to fade. And the
Talabanis’ old rivals, the Barzanis, may
now face unprecedented and unwelcome
scrutiny of their finances.

As an exercise in democracy, the elec-
tion was far from perfect. Change credibly
alleged large-scale voter fraud. At polling
stations KDP people wearing the Kurds' tra-
ditional baggy trousers and embroidered
sashes danced away, while behind the
scenes their colleagues are said to have
stuffed ballot boxes. Some clan loyalists
are said to have voted 20 times. Yet the
electoral commission, dominated by the
two old ruling parties, was unmoved.

Even so, Change did pretty well. Asare-
sult, kDP supporters smashed the offices of
opposition groups in Erbil, the Kurdish
capital and the kpp’s biggest fief. One per-
son is said to have been killed and a dozen
hurt. Independent journalists say they fear
retribution by the Kurds' security forces,
which are dominated by the two old par-
ties. “There could be assassinations,” says
Ahmad Mira, an editor at Lvin magazine.
One of his reporters was murdered last
year, apparently for digging too deep.

Once proud of being a model for de-
mocracy in Irag, some Kurds now worry
that the “democracy gap” with the Arab
Iragis has been narrowed. Moreover, Irag’s
prime minister, Nuri al-Maliki, has already
begun to play the Kurds off against each
other, diminishing their influence in the
central government in Baghdad. Jalal Tala-
bani, the puk’s founding leader, who has
been Iraq’s national president, may have
to cede his job next year to a Sunni Arab.
Mr Talabani has been a proponent of com-
promise. So his departure could hurt the
chances of resolving the Arab-Kurdish dis-
pute over land and oilin the border region
around Kirkuk, a city and province which
the Kurds say is theirs. The old duopoly’s
weakening could make it still harder for
the Kurds to get closer to independence.

In any event, their mood is hardening.

r—f

Sadi Pire, the puk’s head of public rela:
tions, says, “Don’t underestimate our fight-
ers. Saddam did that and you've seen the
result.” While they often worry about
whatis going in Baghdad, many Kurds also
worry that their foreign sponsors may be-
tray them, as they have several times in the
past century.

As Kurdish-Arab relations in Baghdad
worsen, the Americans may be starting to
lean towards the more important of the
two sides: the Arabs. General Ray Odierno,
the American commander in Iraq, has
called the Arab-Kurdish dispute “the num-
ber one driver of instabilities” in Iraq. Mr
Barzani, following his re-election, said he
rejected UN proposals for sorting out the
territorial row. Robert Gates, the American
secretary of defence, flew to Iraqi Kurdis-
tan to talk to Mr Barzani after the poll.

In sum, a durable settlement between
Iraq's Arabs and Kurds looks no closer. In
the short run, the Kurdish election result
may lead to a period of instability among
the Kurds themselves, which is unlikely to
tilt them—or the Arabs in Baghdad—to-
wards compromise, ®

Sudan’s border dispute over Abyei
Do they agree? Yes,
no, and sort of

JUBAAND KHARTOUM
A ruling from The Hague pleases the
north and vexes the south

FFICIALS in Sudan’s government in

Khartoum could hardly believe their
luck when, on July 22nd, the Permanent
Court of Arbitration in The Hague ruled on
the fate of the disputed Abyei state, which
sits astride the oil-soaked border between
Arab northern Sudan and the ethnically
African (and largely Christian) south Su-
dan. Surprisingly, the court reversed an
earlier commission’s ruling and redrew
Abyei’s borders, snipping out the lucrative
Heglig and Bamboo oilfields (see map on
next page) and giving them to the north.

The ownership of these oilfields has
soured relations between the north and
south Sudanese ever since a peace accord
was signed between them in 2005, ending
a civil war that had raged on and off for
nearly half a century at a cost of some 2m
lives. So tense had the situation in Abyei
become that last year much of its capital
was burned to the ground in fighting be-
tween militias from the two sides. Now,
however, the north seems to have got what
it wanted by law rather than by force.

The head of President Omar al-Bashir’s
National Congress Party delegation in The
Hague, Dirdeiry Muhammad Ahmed, said
it was a “great achievement” that owner-
ship of the oil had been settled “without »




W s)stanx? 03 £a1d way)
Jo Auew 0s sayew pue sueadiN dunol
Jo aperow ayy sdes yorym ‘sanunuoddo
Joyae| aures ay) woij yyord Aew yriou ay)
Ul S)URYI[IU JSTUIRS] A1) 1Ba) SWOS ‘PaLId
-A08 Appood os jou 31 a1am ‘uoida1 Ayijeam
AjeanepaI & 3q pnoys 1eym ur yuswikod
-waun ysiy pue Auiaaod amp Jo yoeq 2y
U0 paAuty) sey e)jaq ay) ur Kouadmsur ay,
KID199]2 JO HOB] ITOIYD B SB YINs ‘Swia[q
-01d 19110 s Anunoa siy uIpjoe] Jo SdueYd
§53] UJAA SBY ENPVYIBA IW 1BY) Sueaw
‘sautjadid jo adejoqes sy pue Juusayung
[e3a[ jo }NSa1 B SB ‘SANUIAI XB) Ul [[B}
a3y Jsarun s,uodai ayy dois o) pajie sey
JUaWIAA0SE Ay} ‘Bi2 2y Ajaed o) suepd
durueau-[jam snouea uneop adsag
1aonpoid 159381q S, oLy URIRY
-BS-(NS SB 19A0 UXE) SBY B[OSUY pMOYS
1meyMm Jo Jrey Ajuo spodxa mou euasiN
'sajewunsa awos Ag -syrodxa 1o ydnasip o)
SINUKUOD YI[EaM [10 S, ANUN0D Y} JO ITRYS
12881q e Burpuewap syuenjiu Aq A>uadms
-Ul UB 213U ‘UO0Idal )3 193IN UIaInos
ay1 ur 3ouajola Suiseasun jo doj uo sawod
UOU 3y} Ul J0UIOIA SH9aM SIYL
"JUIp PUE uoispapul Aq 13saq st uon
-ENSIUTWIPE STH ‘3[NI] PAASIYIE SBY eUISIE)]
JO 2)B}S UIBYLIOU 3} JO IOUIIA0S ISULIOJ
2y ‘uua) reak-moy siy ydnory Aemjpey
MON ‘a[ni [enuapisaid siyj 0) uondsaxa ay)
sem 11 Ing AQJIms paide ‘enpy,Iex niewn
quapisaid sEUASIN UOISEIIO SIY) UQ
‘weieH oyog se yons sdnoid
moqe umouy st apir| pue pasoid usaq
10U aARY SyUT| 9} Ing 18110dxs 10 adre| e
PUR BIUBUIY JO A[[R 2502 B ‘BUIASIN 1SUTRSR
TR3I) ISTUIB[S] PalIa0uod B Jo andads ap
3STBI SUOIIUUO0I YoNS *SO66T A} UI U
-UI9AOS S, BULS[Y MOIYMBAC O} SISIWE[S]
Aq 2]38nns paxyros-poo|q Ayl Jo no maid
VANO SIYL "qaIySe Ay Ul epard-[e [Im
reonied ur ‘edlyy Ul 1aymaspd sdnoid
1SUI0119) ISTR(S] yim dn opu) Aewr yuiou
a3y} ut sdnoid JSTWanXa Jey} paruom 3uo|
Sey ‘sauade 2duABIPIUl UISIA WM
Suofe yuswuIaA08 [RISPa) S,ULSIN
"BUDSIN JO I[OYM 31f) 0} PAPUAIX3 a(| 0I VL
-DYSs 10 PUE NI JSTWIR[S] JO WLIO] SWIILIXD
310U B pUBLUSP 0} S)UeI[I ay) pajduroxd
seq syl ¥ duwAjdde ur snonned usaq
Affensn aABy SIS WIS SaleIS Ay}
nq ‘666T Ul SUONIA[R [BIAUE Ia)Je Saje)s
UISU}I0U TT UT PAONPONUL SeM MEB[ DLIDYS
ursny "paduojoid pue praidsapim azow
U33q SeY 3JUIOIA Y} WD SIYL ‘SIak
[BI9A3S 10} SYOBNE paje[oSI INO PaLIed
aARY[ ‘S9)BIS WIAYMIOU §eIASIN Ul paqqnp
are sdnois yons se  ueqi[eL }oe[d,, YL
‘dnoi8 ay) Jo s1aquuawu payadsns
Jo spaipuny pajsaue adijod at ‘siayydy
WIeIeH ONOg JO Sa1038 SuIf[iy Se [[2Mm SV
"paseq Uaaq Sey| nsnx peurwreyny 1apea|
5,035 9y} azaym punoduwiod ay) [[3ys O} ul
paj[ea sem Auwire oy yigz AinfuQ 's1ayrenb
-peay S)i SBY 10as Ay} a1aym ‘aje)s oulog
jo rended ‘unSnprey ur aoepd ooy Sur
<143y 201913 TYINEG UL SYUR[ILU 6€ ‘PIWTR]
A3ty os ‘Sunp] Yoeq 1yBnoj aotod ayL

‘SMOI1TR ‘[.lOS;Od PUE smoq 0] sajayd
-ewl woy ‘puey o} awed jey) Sunphue
yim 2o1jod a3 unjoene ‘'salels WIIyiIou
[e12a2s ul a8edurel Iy} UOC JUIM SlUE)
1[I 'SI3peA] 119y} JO JSAUE 3Y) 10} UONE
-1[e3a1 uf “eua3iN uo ayeydies wsnpy 2md
e asoduit 0) SJuBMm )] "2JUSN[UI PUB UON
-eanpa wsap Jsurede st dnoid ay) Jem
-onaed up -, pajnqryord st uoneanpa,, SuLaw
18U} W9} esneq [eJ0] B ‘wieleq oyog
P3][82 1035 ISIUIB[S] UR JO SIapea| paldadsns
[e1aAas paisaire do1jod ay) 1ayje ajels Wy
-neg ul 39z Anfuo paues sunysy ayy
*ao1j0d Ay} pUe S)UBI[IUW Udam)aq SaYse[d
Jo sAep aag ur pa[p] a1am ajdoad ogrisea]
IV “uejsiueysjy jo ueqiel ay) woiy uon
-eardsur 19y e} oYM S)sTfRjUIWIRPUNY
orure[s] Aq payoaoid 'souajora snoidrjar
JO pup| J9YIOUR JO YBAIGINO SNOLIAS 1SOW
si pajusuadxa euRBIN ‘JoAsMoOY ‘jaam
SIYL Inos uensuy) Ajurew ayyjsurede dn
sqnl yuou wisny Apdre] ay aaym An
-Unod ay) Jo I[PPIW ay) Ul SUBHSUYD pue
SWITSNA U3aM)aq uoneiuoLuod Apoojq jo
I1a)1ew  U2a( SeY 3t Aj[ens() "eLasIN ul
uotdt[a1 pamsysip uayo sey IONATOL
B}[2( 21 ul 13youe Jo do) uo sawod
qHou 3y} u ASuadmsul ISTwes] Uy

ueqrrey,
3y} Jo 3ise) Y

euabLy ut sydejle Jstwe)s]

m ‘A[uo j[-asauepns
awosjaurenb oy usamiaq sansst Suipue)s
Ano 19Yyjo Aueul 3y} SUIA[0S 10] [apow B 3q
PIno2 11 Aes aWI0S ‘UONBIPaUI §,1IN03 3] JO
paads pue ssauuado atp pajerazdde pnos
pUE JI0U YlOg “WNpuaiajal ay) 10§ uayy
pue Ie3A IXaUu SUOHII[A [EUONEU 10} Iap
-10q YINOS-yIoU 31} JO 1S3l 3y} pue S1211)
-STP [BI0}23[2 JO UOLBIIEWAP AY) O} piem
-103j00] mou a[doag ‘sjieasrd ssauwr e o§

'S[[2M [10 AIp Mm3J
e 10] paAenaq uaaq asey Aoy Aes Aatj) ‘'s19
<48y Axo1d s)1 SOWNIWOS PUB ‘LUNOLIEYY
ut Juswiuiaaod ay) Jo satype Ajrensy) ‘Surna
911 1ayje pa1sajo1d BALIASSIN WO, 191BM
0} 553008 WY} Ausp AWl U2IYm SUORIP
U0 $3)BAI) PUB PUE| UMO 11311 UO SUIZIID
SSE[2-pu023s,, BALIASSI o) sayew Surni
3y} pIes 1nod uoneniqie 3y uo agpnl ue
-IuepIof BunuasSIp v "BYUIQ 3y} 0) 533 Sul
-ze1d Aed 0} aaey mou Aewr eALISSSI 1)
‘Burpna s,1moo ay) 1apun jax -ajdoad exuiqg
Axeyuapas a1y 0} uonisoddo 1uajorA ur us)
-0 ‘auop 8uo| aaey L3t se ‘BAqy ySnory
Apaary apyed 1) uni 03 ySu 3y) way A8
pmom 3urr ayy padoy pey ‘sisijeroised
qery are oym ‘ajdoad eAIasSIN YL
"PHOM 31} JO Jred S1U) ULINSSI A[qUSNGUIOD
alow ay} uaaq sAemye sey jey} pue| ol
S$S300E S1I] 1340 Tem 0} 08 0} y3nous Ajprey
~moz Aq 1894 B WIOOE$ URY) SSI] 0) Sanua

-A2120Npai p[nodjeyy, Aep e s[aireq 000‘€s
o) Apppmb pgo Suiddorp s1 uononpoid
12y Aes uawl [IQ "apnad Aypenb-mop 2onp
-o1d ooqureq pue Si3aH ‘pue] jo uonsanb
) /0y Sapis 1poq papuiq sey [10 38X
“IAN0S 31} 01 S308 1AV 1By} INSUd
Ajqeqoid [[1m 2)0A 1191} 0S—)1 UT AN JUBU
-Twop ay) st B{UIG-{oSN 2y Arepunoq
A3U S} UIIIM I9[[BUWIS MOU ST 3JB)S 3y
SY “[IN0S 3yl YIIM apadas 0} 10 uepns [B
-1apaj e ur AB)s 0] Ia1ayMm asood 3 uma|
(an8eH ay L 18 Surni ay) yiim op o) Surjou
st ypys) uonesuadsip [enads e asoid
-Xa [[IM 2)els 19AqY ‘WNpUaIajal IOT Iy ut
sa10A yinos ay) uaym ajdoad exuig-jodN
ayy paseard Jurni unod ayy iseay Iy
"awoY B Speay
2oy sy Aysnes o) s3urpassoid [eSap no
Seap Aewnyi oeq (10 ay) BUtUUIM JO JdURYD
ou Sey YINOS 3yl JI U3AZ ‘IOUIAINOS
paoejd-[lom B Sywpe jemseaw ayerad
-S3p 13Y3eI B S 3], "andeH ay[ 1B apew uep
-NS YINOS ASEI Ay} SIIpenuod ARyiyq SiyL
29Es AU OJUl SPURBIXA 1 ISNBIAQ INOS
3} UT [[BS STING [[B 18 YiIou 3y 0} pajueid
uaaq jou sey pay SidaH 2y} jeyy wrep
0} uedaq yInos ayl yeam s Aym urerd
-xa Aew jeyy, Sumasdn si o Aue Suisog
3o 1y8notp ayj ‘souapuadapur 0} pIEmIo]
Bun{o0] SIAUIAINOS 104 ‘[[e 188 UOM,,
pey yuou a3 sdeyiad ‘ur jas oSniaa
Jo asuas e uay], ‘pajzznd mais uay) 358
oY) uoMm,, pey Aatp} pawrrep 1s1g je ‘eqnf
‘ended suepng ynNos ul SIa)SIULy
‘UONEIIRWAP [BUY S Jap
-10q 91} UO }IOoMm SUIdaq INOS Pue yuou
JO 29 IUTIOD [EIULII) B ID)JE IDIBI[D AWOD
-3q [[s uonisod ann s 10U 3ty ‘ased Aue
u] ‘AIOJBI[IDUOD JIOW 2IdM SIOUIIYLIOU
121 "2Yoao1d 0) pUNOq a1aM SIUIIOD
3SaL) ‘INUIAL S JO [[B JSOW]R 10] [I0 UO
SaI[a1 JUIWILLIAAOS S,uepng INOS SY [eap
aoead 5007 atf) 19pun Op 1SN )1 SE ‘AN0S
8yl 0} ooqueg pue SHiSeH wol anua
-A31[10 3y} Jo Jjey Suthed dojs pjnom wnoy
-Ieypy unjuawuIaAos ayy 1ey Sunsadins Aq
Ausowrrue jo 3iq B paums uayl ay K1oia
Aq payesrxoyur sdeyrad 1oAamoH *,0TU0D 4

‘A 6002 '“"5"&1 e
. pauyap semes okqy B |
1 et HOLSS(UIW) |PuonEURIuL Ag
w. . i s Aiepunoq 5002 Jr
—— | spwocoquen/snday
um po% v

W Ve




L —

United States

Health reform

What now for Obamacare?

NEW YORK

The president’s plan to overhaul America's health system hits turbulence in Congress

€6YTS a lot easier to be Santa than
Scrooge,” harrumphs Jim Cooper. The
congressman from Tennessee is complain-
ing about the health-reform plan unveiled
in July by the Democratic leadership in the
House of Representatives. He thinks itis a
populist initiative that will end up fuelling
rather than curbing America's runaway
health inflation. Such tough talk would not
be in the least surprising coming from the
opposition party; but Mr Cooper is a
Democrat. And he insists that reform ef-
forts have gone so badly wrong that it is
time to “go back to the drawing board”.

Health reform is the domestic priority
for Barack Obama, who has been pushing
both houses of Congress to come up with
final health bills before the August recess.
On current plans, the House of Representa-
tives is supposed to wind up its session on
July 31st, while the Senate is scheduled to
stay at work one more week.

A few weeks ago, it had seemed that his
efforts were working, as both chambers
were making progress on health legisla-
tion. But after months of building up mo-
mentum, Obamacare has hit serious
snags, and Mr Obama's deadline looks
likely to be missed. Whether this merely
delays reforms until the autumn or scup-
pers them altogether remains to be seen.

The health bill supported by the House
leadership quickly won approval from
two of the three relevant committees, but
then got bogged down in the Energy and

Commerce committee. That is because Mr
Cooper and half a dozen like-minded fiscal
conservatives (all part of the “Blue Dog"
coalition of Democrats, see next story)
threatened to keep it from advancing to a
vote by the entire chamber. On July 29th
the Blue Dogs agreed to stop blocking the
committee's work if the party leadership
agreed to various changes in the draft bill,
including a cut in spending of some $100
billion, and to a delay in the final House
vote until after the recess.

What then? Nancy Pelosi, the House
Speaker, declared recently “When I take
this bill to the floor, it will win.” Hangon a
minute, though. Just because the House
leadership forged ahead in crafting a bill
before the Senate did does not mean itis a
good bill or that it will get through. The
highly partisan effort, which contains pro-
visions for a government-run insurance
plan and tax hikes for the rich, was always
going to have a hard time winning broad
support. Mr Cooper is convinced that Ms
Pelosi does not have the votes in her own
party necessary to pass the bill as it stands.

Moderate Democrats are reluctant to
pin their names to a bill that conservatives
are branding as big government and anti-
business. The House proposal has also
been criticised by non-partisan outfits in-
cluding the Mayo Clinic, arespected hospi-
tal chain. The Congressional Budget Office
(cBo), an independent agency, suggests it
doesnot do enough to curb costs.
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Small businessmen are also upset
about the House bill's “employer man-
date”, which requires most firms to pro-
vide health coverage or pay a hefty fine.
Nydia Veldzquez, the Democratic chair-
woman of the House's committee on
small business, complained on July 28th
that this was an unfair burden. The deal
announced by the Blue Dogs the next day
acknowledged this concern by raising the
threshold below which firms would be ex-
empted from the mandate.

This in-fighting is reinforced by the fact
that Democrats do not yet know whethera
more appealing compromise that meets
the test of revenue neutrality laid out by
Mr Obama may yet emerge from the other
chamber of Congress.

The Gang of Six at work

At first blush, it seems the Senate is lagging
far behind the House. The Senate’s health
committee has passed a highly partisan
bill, but the more important Finance Com-
mittee has yet to do so. And the Senate’s
Democraticleader, Harry Reid, has already
admitted that he cannot bring a bill that »
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The Democratic Party’s centrists

Blue Dog days

WASHINGTON, DC
Conservative Democrats are making
the weather

MERICA’S capital, filled with politicos
and pundits, is a noisy place. But the
howls of one group have risen above the
rest. The “Blue Dogs”, a group of 52 fiscally
conservative Democratic congressmen,
have been at the centre of the fight over
health care, after threatening to torpedo
the climate-change bill in June. Barack
Obama invited a group of them round to
the White House on July 21st. Henry Wax-
man, chairman of the House Energy and
Commerce Committee, wooed them with
a bouquet of compromises. On July 29th
Blue Dog leaders managed both to win a
deal and humiliate Nancy Pelosi, the
House Speaker. Their delay is likely to pre-
vent her from bringing the bill to a full vote
before the August recess.

The Blue Dogs’ evolution has proceed-
ed in fits and starts. After the Republicans
seized Congress in November1994, a group
of mostly Southern Democrats formed a
coalition to distinguish themselves from
their own party liberals. They said they
were yellow-dog Democrats (a traditional
Southern term for a loyalist who would
vote for a yellow dog so long as it was a
Democrat) “choked blue” by their leaders.
Their main goal has been to resist the tax-
and-spend policies too often pushed by
their party’s barons; their home-page fea-
tures a federal debt clock that on July 30th
stood at $11,226,807,380,955.11. But for much
of the past 15 years they have been a mar-
ginal force.

Since 2006 the Blue Dogs have enjoyed
anew era of influence. They helped swing
the House to the left—u1 Blue Dogs seized
Republican seats in 2006 and a further five
in2008. Since the start of this year, without

the threat of a Republican presidential
veto, their clout has grown. Contributions
to the Blue Dogs' political action commit-
tee look set to break previous records, ac-
cording to the Centre for Public Integrity,
based in Washington, pc. Charlie Sten-
holm, a former congressman and founding
Blue Dog, contends that “this is the first
year for the new kennel in which their
votes are really going to make a differ-
ence.” A victory came on July 22nd, when
the House passed a bill requiring any new
spending or tax cut to be offset elsewhere.
The debate over health care, however, may
be the pinnacle of the group’s power so far.
Seven Blue Dogs on Mr Waxman's com-
mittee refused to let a bill proceed without
more measures to contain costs.

Despite all this, the Blue Dogs’ grip on
power is far from secure. The group does
not always vote as a block. Its members,
hailing from swing districts, are inherently
vulnerable. What is more, some say their
centrist role is overstated. The Blue Dogs
are more conservative than average Demo-
crats, but their voting record is closely
aligned with their party nonetheless, ac-
cording to a study by Burdett Loomis of the
University of Kansas. Only 12 voted
against a bail-out of the car industry last
December. Only ten voted against the
stimulus bill. Robert Borosage of the Cam-
paign for America’s Future, one of many
critics on the left, thinks the Blue Dogs
bend their ideology when it suits their dis-
trict, be it a rural area or one dependent on
coal. :

Nevertheless, the Blue Dogs are carving
out a distinct role in a partisan era. Con-
gress has become much more polarised
since the 1960s, according to an analysis of
party votes by James Thurber of American
University. “Partisan extremism has meant
that the vast majority of Americans feel
unrepresented,” argues Jim Cooper, a Blue
Dog from Tennessee. Blue Dogs, he says,
provide a voice of moderation. For now, at
least, the group has the attention of the
White House, party leaders and the media.
The dogs are having their day. m

Crime and exoneration

Hidden evidence

NEW YORK
DNA is changing the way America fights
crime, notits policies towards convicts

JUDGE can tell prospective jurors that

in a criminal trial, unlike an episode of
“cs1: Crime Scene Investigation”, scientific
evidence is not necessary to secure a con-
viction, an appeals court in Baltimore
ruled on July 7th. Quite right, too. The evi-
dence submitted in real courts is often not
as cut-and-dried as it seems on television.
Yet the use of DNA to secure convictions is
growing fast. The people not benefiting
from this are those who may have been
wrongfully convicted before pNA was
routinely examined, and who are being
denied access to evidence that could set
them free.

Much is being made of a recent Su-
preme Court ruling that William Osborne,
a prisoner in Alaska, has no constitutional
right to DNA testing to prove his innocence
of the 1994 rape for which he was convict-
ed and jailed. Nina Morrison of the Inno-
cence Project,a New York-based non-profit
legal outfit that represents Mr Osborne,
fears the decision could lead to many inno-
cent prisoners remaining in jail—or even
facing execution.

Since Congress passed the bNA Finger-
print Act in 2005, federal authorities have
been collecting pNA samples from every-
one they arrest or detain, The £B1's nation-
al DNaA database (ND1s) gets more thanim
DNA profiles a year. By last May coD1Is, an
FBI index that compares forensic evidence
atlocal, state and national level, resulted in
90,900 “cold hits”, where biological evi-
dence from an unsolved crime matches a
profile in the database. This has led to
many arrests and convictions.

But three states (Alaska, Massachusetts
and Oklahoma) give prisoners no statu-
tory rights to a DNA test, even though such
a test might exonerate them. Though exon-
erations have occurred in Massachusetts
and Oklahoma by way of appeals from de-
fence attorneys, access to testing is still
hard to get. Many other states allow testing
only in limited circumstances. Kentucky,
for instance, restricts its DNA testing to
death-row inmates. Someone serving a life
sentence isnot eligible.

Texas and Illinois, whose laws do per-
mit simple post-conviction access to test-
ing, boast the highest number of convic-
tions that have been overturned thanks to
DNA evidence: 38 and 29 respectively, says
the Innocence Project. Texas, which ac-
counts for half of all executions in Ameri-
ca, passed a bill in May establishing the
Timothy Cole Advisory Panel on Wrongful »
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The Americas

Canada’s stalled economy

The humbling of Detroit North

WINDSOR, ONTARIO

The decline of America's car industry has hurt the Canadian economy too. Revival
depends on making it easier to cross the border—or on seeking markets elsewhere

FOR almost a century the fate and for-
tune of Windsor, Ontario, have been in-
tertwined with those of Detroit, Michigan.
General Motors (Gm), Ford and Chrysler
made cars on both sides of the Detroit Riv-
er, sending parts and vehicles back and
forth at will. Windsorites worked in the car
plants, loyally bought the cars, followed
American sports teams, and thought noth-
ing of driving over the Ambassador Bridge
or popping through the Detroit-Windsor
tunnel for a night on the town.

So the collapse into bankruptcy of cm
and Chrysler has brought Windsor down
along with Detroit. A blue-collar city of
273,000 people, Windsor now has the
highest jobless rate in Canada (14.4%) and
faces an uncertain future. Its decline is vis-
ible on Ouellette Avenue, the main com-
mercial artery. On some blocks, more
shops have shut down than are still open.
The brightest sign on the street announces
the grand opening of Dollarama, a deep
discount store. On the riverside prome-
nade the headquarters of Chrysler Cana-
da, opened with much hoopla in 2002,
stands partly empty, a “For Rent” sign on
the plate-glass window of its showroom.
Truck traffic between Windsor and De-
troit—the busiest crossing-point on the Ca-
nadian border—fell by a third in the first six
months of this year compared with the
same period in 2008.

Windsor's woes are echoed across
southern Ontario, the heartland of indus-
trial Canada, which depends on exporting
to the United States. Tighter security at the
border after the terrorist attacks of Septem-
ber 2001 and a stronger Canadian dollar
constrained the region’s economy even be-
fore the American economy plunged into
recession in late 2007, with Detroit leading
the decline.

Between them, Canada's federal gov-
ernment and Ontario’s provincial admin-
istration contributed C$14.5 billion ($13.4
billion) to the bail-outs of cm and Chrys-
ler, That was enough to deter them from
pulling out of the country. But they will cut
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a slimmer figure. Output and employment
in Canada’s car industry will end up at
least a third below the 1999 peak of 3m ve-
hicles and 160,000 workers at assembly
plants and parts-makers, says Dennis Des-
Rosiers, an industry analyst. It helps that
Toyota and Honda, with factories in Ontar-
io, are keeping most of their workers.

Ontario's problems go wider than cars.
Recession has curbed demand for its min-
erals and forest products. Nortel, a tele-
coms firm that was once Canada’s leading
high-tech company, recently entered bank-
ruptcy. Bits of it are being sold off piece-
meal. Two-thirds of the 370,000 jobslostin
Canada between October 2008 and June
2009 were in Ontario, most of them in
manufacturing.

Ontario’s economy is still the biggest in
Canada. But it is no longer the richest. In-
deed Ontario is now classified as a have-
not province, making it eligible for hand-
outs from a federal fund to equalise public
spending across the country. It has even
been granted its own federally funded eco-
nomic development agency.

Some pundits reckon that rather than
bailing out industrial dinosaurs govern-
ment should be encouraging new technol-
ogies, Supporters of Dalton McGuinty, the
province’s premier, say that he had no
choice but to help to bail out the car indus-
try because of its size. (He also offered a
subsidy of C$10,000 to each purchaser of
an electric car.) Critics contrast this largesse
with the government’s failure to help Nor-
tel. Stephen Harper, Canada’s Conserva-
tive prime minister, faces nationalist pres-
sure to veto a bid of $11 billion from
Sweden’s Ericsson for its wireless technol-
ogy division and find a Canadian buyer.

Even in car-mad Windsor people are
starting to realise that change is inevitable. »
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» ters say he is forming a “militia” to conduct
civil disobedience in Honduras. The politi-
cal conflict has aggravated the impact of
world recession on an already poverty-
stricken economy. The strikes and road-
blocks mounted by Mr Zelaya’s supporters
will trim two percentage points from GDP
this year, says Manuel Bautista, an econo-
mist in Tegucigalpa. He reckons that retail
salesin the two largest cities have dropped
by 30% since the coup. The government's
coffers are empty, because of the aid sus-
pensions and Mr Zelaya's profligacy.

If Mr Micheletti’s initiative comes to
nought, the only means of forcing the de
facto government to yield—besides the
military invasion threatened by Mr Cha-
vez—would be trade sanctions. Hondu-
ras’s small, open economy is heavily de-
pendent on trade with the United States
and Central America. But implementing a
trade embargo would hurt its neighbours
too. It is in everyone's interest for diplo-
macy to succeed. =

Affirmative action in Colombia

Debating quotas

BOGOTA
Black Colombians suffer “structural
discrimination”

SK Colombians about racism in their
country and many will say that the
country's mestizos, blacks, mulatos and
whites live in harmony. Some Afro-Colom-
bians, such as Edna Martinez, a sociologist,
tell a different story. She remembers see-
ing, as a child growing up in Bogotd's poor
neighbourhoods, a sign in an apartment
window that read, “For rent, but not to
blacks”. More recently when out with
friends she was turned away from three
different night clubs that either claimed to
be closed for private parties or threatened
exorbitant cover charges. A lawsuit last

year won them a public apology. “But it
didn't really change anything,” Ms Marti-
nez says. Such experiences are why some
black Colombians support a government
plan to present an affirmative-action bill to
Congress later this year.

Colombia’s 1991 constitution recog-
nised the country’s multiethnic character,
and provided for two additional seats in
Congress for Afro-Colombians and a simi-
lar quota for Amerindians. Two years later
Afro-Colombian communities on the Pa-
cific coast were granted collective titles to
land occupied by their ancestors when
slavery was abolished in 1851

Despite such steps, a committee to
study racial inequality set up by the gov-
ernment and headed by Francisco Santos,
the vice-president, concluded in May that
black Colombians face “structural discrim-
ination™. It reported that they were more
likely to be poor and that their infant mor-
tality rate was half as high again as that of
the rest of the population. In Chocé prov-
ince, where four out of five people are
black, life expectancy at birth is 58.3 years,
compared with the national average of
70.3. “We recognise now that there is a pro-
blem," said Mr Santos.

The committee proposed quotas for
blacks in universities, government agen-
cies and the armed forces, and incentives
for companies to recruit Afro-Colombians
as middle managers and for political par-
ties to field black candidates. The role of
Afro-Colombians, today little more than a
footnote in history books, would be high-
lighted in school texts.

“The myth that there isnoracism hereis
the maximum expression of discrimina-
tion,” says César Rodriguez, who heads a
research centre on socio-legal studies at
Bogotd's University of the Andes. Afro-Co-
lombian leaders have called for affirma-
tive action for years. Some worry that the
proposals will not be implemented, and
that the committee was aimed mainly at
placating the Congressional Black Caucus
in the United States, in the hope of gaining
its backing for a free-trade agreement be-
tween Colombia and the United States.
But other black leaders fear that quotas
may ignite racial conflict. Daniel Mera of
Fundacion Color, an NGO, says that what
is needed instead of quotas are better edu-
cational and social policies so that black
Colombians can compete on equal terms.

The first problem will be deciding who
is black. In the 2005 census 10.6% of the
population thus defined themselves, but
some demographers say the real figure
could be as high as 26% (which would
mean that Colombia has the third-biggest
black population in the Americas, after
Brazil and the United States), That is be-
cause many mulatos do not see themselves
as black. This may be either because they
do not feel discriminated against—or as a
means to avoid discrimination. ®
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» funds of their own, so the cabinet’s hold
over the national purse strings is weak.
Policymaking bodies within the Loe itself
have further undermined the authority of
the prime minister. In the latest general
election, in 2005, the then prime minister,
Junichiro Koizumi, challenged the system
by appealing directly to voters. He won by
a landslide. But even before he resigned in
2006, the system was reasserting itself.

The ppJ’s plans are much more radical
than Mr Koizumi’s. The cabinet will be re-
sponsible for the planning and execution
of policy. Bureaucrats will be made ac-
countable to their minister, and discipline
enforced by putting more politicians into
ministries. The budget-making process
will be centralised, and items scrutinised
line by line. The party's secretary-general,
Katsuya Okada, says severing all connec-
tions with the bureaucratic habits of the
past will be a prerequisite for carrying out
the pey’s other election promises.

That is probably correct but the ques-
tion is whether so bold a reform is believ-
able. The manifesto is central to the DpJ's
credibility. That, in itself, is a first for Japan.
The manifesto proposes a four-year pro-
gramme for sorting out state pensions and
rationalising the budget. Akira Nagatsuma,
the ppy’s pensions supremo, says a copy of
the programme will be posted in every
government office, “a reminder to bureau-
crats that this is the government's contract
with the people.” If the party pushes
through its programmes, party members
say, then it will ask voters in four years'
time to approve the rise in the consump-
tion tax that will presumably be needed.
Should a tax increase be necessary before
then, Mr Okada says, the prime minister
should resign and call a fresh election.

Manifesto destiny

If the ppj wins (and itis ahead in opinion
polls, see chart on previous page), it can ex-
pect dogged resistance from the Lop andits
bureaucratic allies. Even if it can defeat
such campaigns—and it should get some
help from modernising bureaucrats, who
say they look forward to working under its
proposed changes—two big uncertainties
remain. One is that in addressing eco-
nomic insecurities, the party appears con-
cerned with redistribution at the expense
of boosting long-run potential. Beyond a
nod towards things like green technologies
and nursing homes, the party appears to
give little thought to increasing growth, al-
locating resources better or dealing with
stubborn deflation.

The second uncertainty has to do with
the role of the ppj figure who towers over
all his colleagues, Mr Hatoyama included:
Ichiro Ozawa, once an LDP bigwig, then
ppj leader who was forced by a funding
scandal to step down as party leader in the
spring. Mr Ozawa is a bundle of contradic-
tions. For nearly two decades he has

worked to bring about a political upheaval
in which Lpp-led rule is replaced by a com-
petitive two-party system. He may suc-
ceed at last. At the same time, Mr Ozawa,
an electoral strategist of genius, learnt from
his years in the LDP to play politics behind
the scenes. In the Diet he comes across as
dour. In private his quicksilver manner can
charm colleagues or just as quickly destroy
them. By temperament, Mr Ozawa would
rather not sit in the cabinet, accountable to
the prime minister. But that informal style
of politics is just what the Dpj promises to
break with. Should the bp] win on August
joth, what Mr Hatoyama does with Mr
Ozawa will be the first test of whether the
party can bring Japan's politics out of the
shadows. ®

Asia’s economies

From slump to
jump

HONG KONG

The gap between growth in emerging
Asia and the G7 has never been wider

ARLY this year Asia’s economies were

falling shockingly fast; now they are re-
bounding even more strongly than expect-
ed. Year-on-year growth rates conceal this
bounce; to spot the turning-point, look at
quarterly changes. Comparing the second
quarter with the first at an annualised rate,
South Korea’s Gpp grew by almost 10%
(though it s still down 2.5% on a year earli-
er); Singapore's soared by 20% (3.7% down
on the year). China does not publish quar-
terly figures, but economists think its D
jumped by an annualised 15-17%.

Other economies in the region have yet
to publish their GDP numbers, but they are
also likely to show a rebound. During the
second quarter, Taiwan's industrial pro-
duction jumped by an annualised 89%.
Even Japan may have enjoyed robust GDP
growth; its industrial production rose by
an annualised 38%. In contrast, America
and Europe probably saw their economies
contract during the quarter.

Quarterly growth rates are likely fo
moderate in the second half of this year.
Singapore’s bounce, for example, was
partly due to a big increase in pharmaceu-
ticals production, which is notoriously vo-
latile. Nevertheless, Asia’s recovery is on
track. Peter Redward, an economist at Bar-
clays Capital, expects average GDP growth
in emerging Asia of almost 5% in 2009 as a
whole. Meanwhile, the G7 economies are
likely to contract by perhaps 3.5% this year.
That growth gap of 8.5 percentage points
would be the biggest on record.

Six months ago the Asian economies
were among the hardest hit in the world,
as exports to the rich world plunged. How
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can they be bouncing back when demand
in America and Europe remains feeble?
One reason is that the plunge in outputin
late 2008 and early this year was exacer-
bated by massive destocking (companies
were living off their existing supplies).
With stocks now lean, orders are picking
up and factories have started to hum again.
Even more important, domestic demand
has rebounded, thanks to the biggest fiscal
stimulus of any region of the world. South
Korea's real consumer spending rose at an
annualised rate of 14% in the second quar-
ter, spurred by a tax cut on car purchases
and support for low-income families, Its
exports also surged, by an annualised 53%,
partly thanks to strong Chinese demand.

Sceptics argue that China alone cannot
ignite economic recovery across the region
because a large portion of Asia’s exportsto
China are just intermediate goods, which
are processed into exports to developed
economies, The Asian Development Bank
calculates that 60% of the region’s exports
eventually end up in the rich world. How-
ever, this ignores the huge boost that Chi-
na’s rebound is giving to business and con-
sumer confidence across the region.

If the West continues to sputter, what
happens when Asia's fiscal stimulus and
restocking fade? A recent report by Frederic
Neumann and Robert Prior-Wandesforde
at HSBC argues that Asia’s recovery will be
sustained well into next year, thanks to
loose monetary policies. Unlike in Ameri-
ca and Europe, where crippled banking
systems and high debts blunt the impact of
low interest rates, Asia, especially China, is
awash with liquidity, which will support
domestic spending (see page 61).

Perhaps the main risk now facing
emerging Asia is not feeble demand in the
West butinflation or asset-price bubbles at
home. The Reserve Bank of India has
raised its inflation forecast for this year to
5%, well above its target of 3%. China's
banking regulator has ordered banks to
stick to the rules on mortgages and make
sure lending goes into the real economy,
not shares. If America’s Fed had done this
and worried a bit more about bubbles, the
world might not be in such amess. &

l V for victory
GDP, % change on previous quarter, annualised
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Kyrgyzstan's election

Tulips squashed

The significance of the president’s easy
re-election

TO NOBODY'S surprise, Kyrgyzstan's
incumbent president, Kurmanbek Ba-
kiev, won re-election for another five-year
term on July 23rd. Even the percentage of
people of who voted for him-76.4~was
standard for a former Soviet republic. Most
post-Soviet authoritarian leaders have
learned by now that rigging the vote to get
more than 90% invites ridicule. The mod-
ern dictator arranges to receive 65-85% of
votes—high enough to intimidate oppo-
nents, low enough to look democratic.

The surprise of this election, however,
was how poorly it was organised. Election
day was marred by ballot-stuffing, inaccu-
racies in voter lists and multiple voting.
The previous presidential election held in
2005, almost four months after the so-
called Tulip revolution, got a thumbs-up
from the Organisation for Security and Co-
operation in Europe (of which Kyrgyzstan,
rather oddly, is a member). This time, the
organisation called the vote “a disappoint-
ment”. That is also how many Kyrgyz feel
about Mr Bakiev. He won partly because
the opposition was too divided to offer a
decent alternative.

The Tulip revolution—during which the
long-serving president, Askar Akaev, was
literally chased out of his office by angry
demonstrators—had been a time of hope.
The election that followed was a new start
for the 5.2m people of mountainous Kyr-
gyzstan, widely considered to be the Cen-
tral Asian country with the best chance at
democracy and most flourishing civil soci-
ety. These hopes were soon dashed.

Once elected, Mr Bakiev ignored his
promises to limit presidential powers and
to hand more authority to parliament. But
he complied with the local custom of tak-
ing care of kith and kin by making one
brother head of the state security service
and another ambassador to Germany. For
many Kyrgyz, it seems as if the disliked
Akaev clan was being replaced by the Ba-
kiev one. Though salaries and pensions
were boosted and government spending
increased, corruption has become more
endemic and lawlessness has increased. In
April Sanjarbek Kadyraliev became the
fourth parliamentarian to be assassinated
since the revolution. Independent journal-
ists are frequently targeted, including Al-
maz Tashiev, who died onJuly12th after be-
ing beaten up by policemen.

But, quite unexpectedly, Mr Bakiev has
proven to be skilled at playing off Russia
and America. He seems to know just what
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Initiation rituals in Indian universities
Curbing the ragging trade
DELHI
India cracks down on hazing and harassment
Nmmoma.apmﬂquumld Aman Kachroo, was beaten to death by
economics student, looks anxiousas  third-year students in the northern state
she approaehesherbelhiﬁh m : of Himachalrradesh chﬁng a :aiigging
campus. More unsettling to her ceremony. to the Coalition to
first-day nervesis the line of khaki-clad ~ Uproot Ragging from Education (CURE),
police who stand guard atthegate. They  anNGoO,his was the twelfth death
are there to prevent “ragging”, the bul- causedbymggingmﬂ\epastyea:, atally
lying meted out to first-year undergradu-  thatincludes suicides.
‘ates by older students in universities There are several reasons why student
across India. Around the gates, alongside  bullying should have become dangerous
‘invitations to join myriad extra-curric: inIndia. Harsh Agarwal of CURE be-
ular societies, posters declaim that “An lieves that Indian uates mimic
Act of Ragging May Land You in Jail”. ihehndnf‘haangﬂtua!stheyseein p
Initiation rites for new studentsoccur  Hollywood movies “but they don't really
in mnversmeull over the world. Some-  understand amlgutitwrong“ Many
times, they getout of hand. Butin India, edu sts believe that asmore
whmmggmguﬂghthwolvefnmng i :
“fachchas”, as freshers are known, to m
perform racy Bollywood dance routines though "justas mitkhwarmu
before crowds, it has so often tended trying to hurt upper castes™, mMz
towards violent bullying that the govern-  Agarwal. Sex part; is

‘ment is trying to stamp it out altogether.
In March an 18-year-old medical student,

Not really student fun and games

his country is worth in the fight againstin-
ternational terrorism. Kyrgyzstan is the
only country to host both a Russian and an
American military base. Mr Bakiev was
promised more than $2 billion in aid and
loans by Russia in February, after which he
declared the American base at Manas
would be closed within six months.
Recently Mr Bakiev agreed to extend
the lease of Manas, which provides sup-
port for personnel and cargo transiting in
and out of Afghanistan as well as aerial re-
fuelling, in exchange for more than tripling
the annual rent to $60om, plus more than
$100m in investment. Russia’s response
has been swift. The latest news is that the
government in Moscow is negotiating to

plays

often an excuse for older students to
badger freshers. In June a college in Uttar
Pradesh banned female students from
‘wearing “vulgar western” clothing.
Sexual harassment, known in India as
“Eve teasing”, seems to be on the rise as
the media expose a conservative society
to more permissive cultures.

India’s state and central governments
are trying to curb ragging. Tamil Nadu
became the first state to pass an anti-
ragging law in1997;a handful have fol-
lowed. In February the supreme court
declared ragging a “human-rights abuse
in essence” and ordered measures to
stamp it out, including stopping funding
to universities with especially poor
‘records. Delhi University, like others,
responded with closed-circuit television
cameras, mobile anti-ragging squads and
rreams of posters. Miss Khosla hopes she
will “get away with asong.”

set up a second Russian military base in
Kyrgyzstan. That would bring in more rent.

The money isneeded. Kyrgyzstanis suf-
fering from the global slump, which hasre-
duced the remittances sent home by its mi-
grant workers in Russia and neighbouring
Kazakhstan. The country faces a possible
challenge from jihadists who may have
been responsible for several firefights
around its porous southern border. Some
Islamist fighters of Central Asian back-
ground are believed to have returned there
after the surge of American troops in Af-
ghanistan and Pakistan’s offensive against
the Taliban in tribal areas. However skilful
Mr Bakiev’s diplomacy may be, he still has
his work cutout. =
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International

The centre-left

The challenge of turning malcontents
into (sensible) militants

SKIATHOS, GREECE

In most of Europe moderate leftists are having a bad recession—but things look

more promising for them elsewhere

HEN George Papandreou, the Greek

opposition leader and president of
the Socialist International—a global associ-
ation of centre-left parties—convened the
latest of his summer talkfests on the shores
of the Aegean, the mood was upbeat. Vet-
erans of the annual gathering said it was
the cheeriest they could recall.

But the reasons for the optimism blow-
ing in the pine-scented air were mainly lo-
cal: after struggling for several yearstorally
discontent with Greece's ruling conserva-
tives, Mr Papandreou is now doing well in
the opinion polls. He has a good chance,
some time over the next year, of becoming
prime minister, following in the trail of his
liberal grandfather and firebrand father.

Ségoléne Royal, the French vice-presi-
dent of the Socialist International (s1), also
came to the Aegean with a success story of
sorts, but it too was on a small scale. In the
region of Poitou-Charentes, which she
runs, the problem of voter apathy is being
solved, she insisted, with newfangled ex-
periments in grassroots democracy: for ex-
ample, “citizens’ juries” chosen by lot to
monitor the work of local officials.

If the talk turned to town-hall matters,
that was partly because, nationally, thisisa
bad moment for Ms Royal, whose party is
in chaos. The picture is hardly more cheer-
ful for much of Europe's moderate left,
whether in power or in opposition. With
the exception of Greece, the European elec-

tions in June were a disaster for social
democratic parties. From France to Austria,
centre-leftists failed to harness dislike of
conservative incumbents. There was a
swing against ruling socialists from Bulgar-
ia (where they were ousted from national
power in July) to Britain (whose prime
minister, Gordon Brown, looks irredeem-
ably unpopular). In Spain supporters of
the ruling socialists tried hard to convince
people that they were as upset as anybody
about unemployment of nearly 20%, but
voters stillnudged to the right.

Elsewhere in the world, the picture is
more mixed. Butin almost every democra-
cy, politicians who style themselves pro-
gressive face a common set of problems, to
do with shrinking treasuries, looming en-
vironmental challenges, general pessi-
mism and the resurgence of nationalism.

There is a paradox here. In many ways,
the centre-left should be making hay
Whatever problems he may face at home,
Barack Obama has emboldened critics of
the status quo—and made life harder for
purist conservatives—across the world. Mr
Obama has given heart to those who argue
that democracy (as opposed to street prot-
ests or violence) can produce real change;
and helped those on the left who still say
that America, for all its recent flaws, can be
a guarantor of democracy and freedom.

Meanwhile the banking crisis and the
global downturn have been seized on by
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the Cassandras (many of them worthy
centre-leftists) who said, even at the height
of the boom, that global capitalism might
become an uncontrollable monster.

But many voters seem unconvinced by
the efforts of the centre-left to cash in with
told-you-so talk. In some cases, that is be-
cause the right has stolen their clothes by
launching economic rescue packages, and
joining the denunciation of wild “Anglo-
Saxon” capitalism. France's conservative
president, Nicolas Sarkozy, for one, has
borrowed personnel as well as rhetoric
and ideas from the left.

In several countries the centre-right has
held together with a judicious mixture of
talk about tough border controls and
promises of economic regeneration. “They
sound just a little bit harder on immigra-
tion and voters get the hint,” says Charles
Grant of the Centre for European Reform, a
think-tank. The centre-left, by contrast, has
haemorrhaged votes, as malcontents drift
to various extremes, or into apathy.

A Marxist moment
Indeed, if any group has been making told-
you-so arguments with success, it is the
radical foes of the system, including Marx-
ists, who denounce their more cautious
comrades for being complicit in the capi-
talist order. In Germany, for example, the
far-left vote held up better than that of par-
ties nearer the middle—though some
thought it would do better still.
Admittedly, some of the travails of the
European centre-left reflect problems that
are peculiar to the old continent. Under
parties of any stripe, Europe’s relative
weight in the world economy would be
doomed to decline—along with its ability
to fund welfare programmes whose roots
go back to post-1945 reconstruction and the
ideological contests of the cold war.
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Shipping in the downturn

Sea of troubles

The recession is buffeting the world of shipping—with even rougher waters ahead

ROM the sheltered waters of Subic Bay

in the Philippines to Falmouth on the
south coast of England, a vast, swelling ar-
mada lies idle. In Asia’s deep-sea havens
750 vessels—container ships, bulk carriers,
tankers, car carriers and others—are laid
up. A further 280 are sheltering in Euro-
pean waters. According to Lloyd’s Marine
Intelligence Unit, nearly 10% of the world's
merchant ships are swaying gently at an-
chor because of a collapse in global trade.

Since the recession bit hard last autumn
a lot of attention has been paid to the
plunge in the Baltic Dry Index, a composite
measure of the cost of shipping bulk car-
goes such asiron ore and coal. Itfell by over
90% between June and October last year,
although ithassincerecovered slightly and
is hovering at just above a quarter of its
peak. World trade in general remains in its
worst slump for generations; although it
too is no longer falling. Two of the biggest
shipping banks (rBs and HBOS) are in
state-backed rehab. The parlous state of
the world economy could mean more
shipping companies following Eastwind
Maritime, which went bankrupt in June.
OnJuly 28th Hapag-Lloyd, Germany’s larg-
est container-shipping company, secured a
€330m ($468m) bail-out from its share-
holders while it seeks up to €175 billion to
keep it from sinking altogether.

Worse, there is a huge supply of new
ships on order and due off the slipways
over the next four years. For bulk carriers
alone, the backlog is equivalent to more
than two-thirds of existing capacity. Phil-
ippe Louis-Dreyfus, departing president of

hn ¥ ) SITIST

the European Community Shipowners'
Associations, has called for an industry-
wide scrappage scheme to shrink the sur-
plus. Warning of a “bloodbath”, he said in
June that shipping capacity would exceed
the needs of the market by between 50%
and 70% in the near future.

Nothing like this has been seen since
the early 1970s, when lots of super-sized oil
tankers, known as viccs (very large crude
carriers), were builtin expectation of huge
growth in oil consumption just before the
first oil shock. The result was a persistent
surplus and no more orders for vices fora
decade. By the late 1990s the number of
ships completed was running at around
1,300 a year. But from 2004 production
picked up. Ships have also been getting
larger (see chart). By last year annual com-
pletions were up by nearly 60% compared
with a decade ago and the ships were 30%
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bigger. No wonder Lloyd’s List, an industry
journal, is full of news of ship seizures and
bankruptcies.

Yet a ray of sunshine is breaking
through the storm clouds. The world's
shipbuilders are unlikely to convert all of
their huge backlog of orders into deliveries
given their unrealistic workloads and like-
ly cancellations. Drewry Shipping Consul-
tants estimates that nearly half the ships
due to be delivered last year are still sitting
on the slipway or the drawing board. An:
alysts at 1cap Shipping Research in Lon-
don shrug off the idea that there will be a
glut, since shipments of cheap Australian
coal and iron ore to China have for years
been constrained by a lack of big ships.
More giant bulk carriers will lower the
prices of ores delivered to China and stim-
ulate trade growth, they say.

The outlook for tankers is less clear be-
cause of the volatility of crude-oil prices.
Ratesrecovered strongly in June, according
to 1CAP, partly because large vessels were
in demand for storage, as oil companies
waited for crude prices to strengthen.
Looking further ahead, the International
Energy Agency expects oil demand to fall
by 2.5m barrels a day this year, having al-
ready dropped by 300,000 b/d in 2008.
But lower demand will be offset by a
scheme to phase out single-hull ships on
environmental and safety grounds in Euro-
pean and North Atlantic waters. The de-
cline in production from mature oilfields
in the North Sea and Alaska also means
that replacement supplies will have to be
hauled longer distances by sea to the refin-
eries of Europe and North America.

The partof the shipping industry head-
ed for the choppiest waters is the container
trade, which had steamed ahead glorious-
ly since the mid-1970s. The forging of glo-
bal supply chains in the past 20 years, the
rise in merchandise trade and the emer-
gence of China as the workshop of the
world created growing demand. Vessels
became gigantic, with the latest capable of »
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A deal between Microsoft and Yahoo!
Bingoo!

SAN FRANCISCO
The world's biggest software firm and
web portal team up to challenge Google

USERS will probably not notice the dif-
ference. But the deal between Micro-
soft and Yahoo!, the world's biggest soft-
ware firm and the leading web portal, fora
ten-year partnership in searches and ad-
vertising on the internet, may one day be
seenas amomentous event. The combina-
tion, which was announced on July 29th
after years of speculation about a tie-up, is
not as far-reaching as originally envisaged.
But it is likely to create a serious rival to
Google, the online giant that dominates
both of these activities.

The agreement is supposed to help
both parties overcome their most pressing
problems. Microsoft will significantly in-
crease the use of its search service, called
Bing, and its platform to place online ad-
vertisements, because Yahoo! will use
both of them on its websites, The web por-
tal, for its part, will be able to cut costs and
increase revenues. Yahoo! will no longer
have to invest millions in its search and ad-
vertising technology, both of which it will
hand over to Microsoft. It will also get
more money for the ads placed next to its
search results. Carol Bartz, Yahoo!'s chief
executive, said that the tie-up “comes with
boatloads of value” for her firm. During
the first five years of the deal, it will receive
88% of the revenue generated by ads next
to search results onits web page.

The deal is the result of a long mating
dance which started in February last year
when Microsoft made a $44.6 billion take-
over bid for Yahoo!, later raising its offer to
$475 billion. But Yahoo!'s bosses rebuffed
Microsoft, saying the offer undervalued
their firm. Instead Yahoo! made an agree-
ment with Google on advertising, only to
see it scuppered by concerns that antitrust
objections could lead to protracted legal
wrangling. Talks between Microsoft and
Yahoo! were rekindled after Ms Bartz took
the helm at Yahoo! in January. She is less
emotionally attached to maintaining its in-
dependence than her predecessor, Jerry
Yang, one of the company's founders.

Despite Ms Bartz’s cheerleading, inves-
tors were disappointed. Yahoo!'s share
price fell by 12% after the announcement.
The firm is said to have pushed for an up-
front payment of billions of dollars, but
has not received one. What is more, the
deal covers only text ads displayed along-
side search resuits and not other forms of
online advertising. On the plus side, Ya-
hoo! will sell higher-priced search ads for
both firms, allowing it to maintain rela-

tionships with advertisers.

The combination may in time be able to
threaten Google’s dominance in web
search. The deal will mean that Microsoft
handles nearly 30% of searches in Ameri-
ca, compared with Google’s 65%. As it is,
Bing is gaining ground, and Microsoft will
now have more data with which to im-
prove it. Even more important will be the
challenge to Google's lucrative business in
search-related ads, a market which it dom-
inates even more with a share of over 70%
in America.

Earlier this month, Google announced
thatitis developing a free operating system
for personal computers called Chrome os,
thus mounting a direct attack on Microsoft
and Windows, With the Yahoo! deal, Mi-
crosoftis now pushing into Google's heart-
land. The battle lines between the technol-
ogy titans are becoming ever clearer. m

Spotify v illegal downloads

Free but legal

Advertising-supported music will not
save a troubled industry. But it helps

CAN legal free music compete with the

illegal stuff? It seems so. Firms such as
Spotify, founded by Swedish program-
mers, and we7, based in Britain, stream
music on demand to European computers
in return for nothing more burdensome
than the odd advertisement. Together they
have quickly amassed 8m users. On March
24th Spotify asked Apple to authorise an
application for the iPhone that would take
music-streaming mobile.

Itis a bright spot in the musicindustry’s
long, perilous journey to the digital world.
Worldwide sales of music in the form of
cps and pvps fell by 15% last year, accord-
ing to the International Federation of the
Phonographic Industry (r¢e1). Digital rev-
enues, though rising, are not making up
the shortfall. Most worrying is the rise of a
generation used to obtaining music illegal-
ly through file-sharing, particularly in Eu-
rope (see chart). Lawsuits and crackdowns

have displaced file-sharing from public
networks into more secretive ones and
into things like e-mail, from which it will
be virtually impossible to root out.

Which is why outfits like Spotify and
we7 are so important. If 95% of music
downloads are illegal, as the 1¢p1 believes,
there is a huge potential market for legiti-
mate music. Free streaming appears to be
tapping it. Rob Wells of Universal Music
reckons that 60-70% of Spotify users have
resorted to file-sharing in the past. It is
doubtful that all of them have been
weaned from piracy: after all, pirated mu-
sic has the immense advantage that it can
be saved and transferred from one device
to another. Butitis a start.

Gartner, a research firm that has polled
file-sharers, finds that Britons and Ameri-
cans mostly resort toillegal sources not be-
cause they want to stick it to the music
companies but simply because the web-
sites are free and have a good selection of
tunes. (By contrast, illegality is part of the
appeal in Italy) Ad-supported streaming
competes well on both counts. Although
there s still more music available forillegal
downloading than for streaming, the law-
ful websites are at least free of viruses, and
of decoy files put there by the music firms.

Butitis notclear that streaming services
can generate profits. “Nobody is making
money from the ad-funded models,” says
Steve Purdham, the head of we7. The rise
of music-streaming websites in the past
year has coincided with a sharp drop in
spending on advertising in general. Al-
though royalty rates have come down they
are a hefty burden on companies that have
attracted customers at such a rate, They are
burning venture capital.

At present a little more than 40,000
Spotify users pay a monthly subscription
to obtain better sound quality and avoid
advertisements—a puny number com-
pared with the 6m who have installed the
free application. The company sorely
needs to raise the proportion of premium
subscribers. Hence its mobile ambitions.
The new iPhone application, which allows
users to store songs temporarily, would be
available only to paying customers. Being
mobile, it would negate one of piracy’s big
advantages (although its cost would rein-
force another one). As Mark Mulligan of
Forrester, another market-research firm,
points out,it also looks disturbingly like an
alternative to Apple's popular iTunes on-
line music store. That may persuade Apple
to rejectit.

Free streaming will not save the music
business. But neither will anything else in
isolation. As Paul Brown of Spotify putsit,
the health of music depends on moving
from one source of revenue—cps—to per-
haps a dozen. If the streaming websites
can work out how to draw paying sub-
scribers and lure more advertising, they
may well become one of those sources. &
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l Pitching downwards
US advertising spending
0112008, % decrease on o year earlier

30 25 20 15 10 5-0
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National magazines
National newspapers.
Source: The Nielsen Company

» 21.8% and newspaper advertising by 26.5%,
which is why so many papers are strug-
gling to survive. Even the much hyped rise
of online advertising has been reversed,
with spending forecast to decline by 2.2%
in America this year.

Next year Magna projects a further de-
cline in total spending of 21%—or of only
0.4% if spending related to the winter
Olympics and America's mid-term elec-
tions is added to the mix. But even this sce-
nario depends heavily on a return to eco-
nomic growth, says Magna’s Brian Wieser,
who prepared the forecast. Unlike wer’s
Sir Martin, Mr Wieser believes that adver-
tising spending moves in line with eco-
nomic growth, rather than lagging behind
it as the economy recovers.

Others in the advertising industry fear
that when the economy does eventually
pick up, the old link between Gpp and ad
spending will prove to have been broken,
because the cyclical downturn will have
accelerated several structural trends that
were already hurting coventional advertis-
ing. One is that clients are becoming far
more demanding. They increasingly want
evidence that their expenditure is worth-
while. In April Coca-Cola said it was
adopting a system of “value-based com-
pensation” for the advertisers that work on
its 400 or so brands, rather than paying
them for time spent. This would cover the
ad agencies’ costs, with a “performance”
bonus of up to 30%. Procter & Gamble had
earlier announced a similar scheme for 12
of its brands. If this catches on, it will spell
the end of the billable hour.

At the annual gathering of the advertis-
ing industry in Cannes at the end of June,
all the talk was of the accelerating shift
away from established forms of advertis-
ing, especially the 30-second commercial,
towards newfangled social media. The
winner of the coveted Titanium prize was
Barack Obama’s election campaign, which
was a combination of “lousy advertising,
but great marketing,” says Marian Salzman
of Porter Novelli, a unit of Omnicom, an-
other huge advertising group. This inspired
much debate about how to turn every cus-
tomer into an evangelist, and how to drive
grassroots campaigns using Facebook and
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Advertising firms seek sidelines

Stretching the accordion

NEN'I’ORK

The recession forces agencies to branch out

NVERT[SING agencies have been
wouyingformrsthmadverﬁmg
alone will not pay enough to keep them
“afloat. This year their clients’ slashed ad
budgets have heightened that anxiety. As
aresult, many have branched out. Rich-
ard Kirshenbaum, co-chairman of Kir-
‘shenbaum Bond + Partners (kgp), a New
York-based agency, says the industry’s
“business madellsmnre]ikeanamr
dion. We iy umww
diems’needs " xep has expanded
i el sinesnludi m"‘m‘”
ts core ess, apublic-
relations unit and Varick Me :
“ment, a data-analysis au:dimnmnb
management firm launched last year.

KBP isnotalone. Eumxsce.aunitof
Havas, a French advertislng group, ac-
quired its own music label, called The
Hours, in 2008. It has signed budding
artists and is hoping for their stardom,
not least because it will help fill the firm's
coffers. Havas, too, has branched outinto
an area nottypically associated with
advertising by acquiring Cake, a British
entertainment and event-planning agen-
cy. In May Ogilvy & Mather, a subsidiary
of wep, an advertising conglomerate,
launched OgilvyEarth, which advises
firms on greenery. It also started a sep-

Twitter. A forthcoming book by Mr
Obama'’s chief campaign strategist, David
Plouffe, seems destined to become the ad
industry’s new bible.

Not everyone is convinced that a revo-
lution is under way. John Deighton of Har-
vard Business School claims that social
media were crucial to the Obama cam-
paign onlyin the first half of the primaries,
because using them is well suited to “insur-
gency”. After that, he says, the campaign
reverted to a fairly standard effort domin-
ated by television advertising. Indeed, Mr
Deighton believes that the television com-
mercial will remain the mainstay of the ad-
vertising industry for years to come. Mag-
na's Mr Wieser seems to agree, noting that,
contrary to reports of its demise, America’s
viewing habit continues to grow, and ad
spending on national campaigns is likely
to fall this year by only 6.3%—a triumph, in
the circumstances.

Local television advertising in America
has been hit much harder, owing to the car
industry’s woes, especially the bankrupt-
cies of Chrysler and General Motors. Car
dealerships, which are closing in large
numbers, are big advertisers. But Benjamin
Swinburne, a media analyst at Morgan

arate Recession Marketing Practice this
year to counsel :ampamesonhow to use
their marketing budgets w

Some agencies have tired of c
up with clever ideas for clients wlthout
winning a share. of the resulting rev-
enues. So BBH, a global advertising firm,
hnsetupamﬁtmﬂed!ag,whichd& '

tydevicethatimﬁatathesamdofa
‘woman's scream. BBH hopes Zag will
] I.'-\_ d uqumeruﬁmr:mnewnhin

But it will nothetheslngularsoluﬁamo
the industry's troubles, argues Miles

oung, Ogilvy’s boss. He believesitis
“downright dotty” for agencies to ex-
pand into areas that are not an extension
of their core expertise. Besides, the grim
‘economic climate does not favour such
dabbling. It takes cash and time to devel-
op afledgling unit. Those are two things
that many agencies do nothave.

Stanley, is forecasting a surprisingly strong
rebound in advertising, especially on tele-
vision, because dealers’ spending on car
and truck ads has fallen implausibly low:
down by 65% in the first quarter of 2009
compared with the same period last year.

Perhaps the sharpest divide in the ad-
vertising industry is between those who
think that as the economy revives consum-
ers will rediscover their old spending hab-
its and those who disagree, such as Ms
Salzman of Porter Novelli. She says that
American consumers “have changed in
the same way there were Depression Ba-
bies who as adults would drive a car into
the ground before replacing it.” Fast-food
restaurants have been one of the few
sources of higher ad spending this year, as
they tap into newly value-conscious con-
sumers, says Annie Touliatos of Nielsen, a
media research firm.

Sir Martin, too, thinks that American
and European consumers have been
“scarred”, and will take a long time to re-
discover the joy of splashing cash around.
But as Mr Swinburne points out, advertis-
ing has done so badly of late that “it
doesn’t have to come back all the way to
have a strong recovery”. ®
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Finance and economics

The collapse in commercial property

Towers of debt

Concerns are switching from the residential to the commercial sector

FROM adistance Potsdamer Platz looks a
bit like its old self. Once the central hub
of Berlin, before it was turned into a rub-
ble-strewn no-man’s-land divided by the
Wall, it is now surrounded by shiny new
towers. Get a little closer, however, and it
becomes clear that many buildings are just
fagades painted onto giant hoardings that
rise ten stories high between actual office
blocks.

This subterfuge makes for a far more
pleasant view than that provided by va-
cant lots. 1t also points to an unusual de-
gree of restraint among developers in Eu-
rope’s second-largest property market (by
transactions). The commercial-property
market in most other parts of the devel-
oped worldis in deep trouble,

Unlike other property busts, this down-
turn has not been driven by speculative
overbuilding but by investors’ overenthu-
siasm. Commercial property was a popu-
lar asset class for much of this decade. In-
stitutional investors who lost a lot of
money when the dotcom bubble burst
were persuaded that switching from the
stockmarket into property would diversify
their portfolios and reduce their risk.
Cheap finance was plentiful. Investors
could indulge in a version of the “carry
trade”—borrowing at a low interest rate to
buy buildings and counting on the rental
yield and capital growth to more than cov-
er their financing costs,

That strategy looked smart when rents
and capital values were rising and vacancy
rates were low. But as cheap financing has
dried up and economies have tumbled
into recession, investors have become bad-
ly exposed. According to Marcus & Milli-
chap, an estate agent, the office-vacancy
rate in Manhattan climbed by more than
three percentage points in the first half of
the year, to 1.2%. As tenants have disap-
peared, rents have fallen too—by 16% over
the past year, Marcus & Millichap reckons.

Property prices have also been badly
hit. Moody’s, a rating agency, estimates
that  American commercial-property
prices dropped by 7.6% in May alone, leay-
ing them almost 35% below their peak in
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October 2007. Prices would have gone
down even further had not transactions
dried to a trickle (see chart). Owners are
loth to sell into a falling market, although
some distressed sales are occurring.

All this sounds like a replay of the
downturn in the residential-property mar-
ket, where easy borrowing terms allowed
homebuyers to push prices to extreme lev-
els. To add to the sense of déja vu, property
loans have also been bundled into com-
plex financial instruments, known as com-
mercial  mortgage-backed  securities
(cmBss). The riskiest of these, mainly
those issued between 2005 and 2007, are
now running into trouble.

Realpoint, a credit-rating agency, says
that nearly $29 billion of cmsss, around
3.5% of the total, have become delinquent
(ie, borrowers have not kept up interest
payments) in the past 12 months. It thinks
the delinquency rate could reach 6% by the
end of the year. Richard Parkus of Deut-
sche Bank reckons the default rate could
eventually reach 12%. Together with bad
construction loans, that could push the
losses of American banks on commercial
property to $200 billion-230 billion. Many
small banks will go under as a result.

European banks are exposed to proper-
ty, too. The good news is that the two big-
gesteuro-zone economies, France and Ger-
many, have seen only modest declines in
rents and prices. But one of Italy's biggest
property companies, Risanamento, is
fighting to stave off its creditors. And pain
isbeing felt all around the periphery of the
euro area. In Spain (see box on the next
page) and Ireland vacancies are surging,
property prices are plummeting and
cranes are standing idle.

Prices are plunging across central and
eastern Europe, too, although the volume

of transactions remains slim. Yields in »




& NS P[NOYS OYM UO SNSUISU0I OU St 1YL

‘Buiddrfs st ajqeiawin [[e12A0 3Y) Ing
ste Ainfuo Aed uo 5)0A e s1ap[oy
-areys Suald pue spgo-Aed snoidaids
guigmo ‘[iq uonesuadwiod 3y aaoidde
0) payadxa sem saaneiuasaiday Jo asnoH
ayl 'uoos papadxa SI ‘SIANEALSP U0
‘adard [euy oy ‘210w pue sadusse Sunel
‘spunj adpay ‘uonesnunaas Aed uo syaam
1u2231 Ul ssa1duor) 0) uone|sida) pasodod
Jo saded jo spaipuny juas sey i| “payne;
3q jouuB2 3JRI NIom SAmsear aylL
‘UM dutaq S)Iq SNONUa)
-u0d jsout 3y} uo juapuadap AjSurseanul
sjoo| adessed ‘as1op ‘padesiaua Ajjeuiduo
se ‘1eak ay) jo pua ay Aq me| Sunodaq
s)1 Jsurede Suraown a1e sppo ay) ‘adexped
ay jo sued [eroni je sauuagdser Suimolq
SIaUEq PUE SIOJE[NSal ‘SISBUIME] I
'SWAAS 1 JWos 10§ ydnoua a[qeinba JoN
"[ILTaun{ uo suLojal [BIoUBUY SIY pa[iaAun
ay se palepap ewieqQ joelieg ‘sdue
-[Bq [NJ2IED B HD3S 9M SHOZA JSTHIL NLYY

Ayeaxpeonyod
1291 SULIOJal [EUBUY S BUIRq( joereg
AHOA MIN

surjqqom

BJLISWY UL WLI0J31 |EDUBULY

m 1eakise] %L Aq [[2] [[OS Sad11g "payead
yyrew Ayadord asauedefatp aouts passed
JARY SIEak 0T JSOWY ‘SYIUOW UBLf) 1ajel
'sIBak 10] 1SEB[ 19}JBW JBY) Ul SUINIUMOP
sisaddns A10)STH "10)23S [PI2I2LILLOD 31} 0)
SuIyIMS MOU aTe SUIIdUOY) Woyoq e Sul
-puy aq Aew saoud asnoy ysnug pue ued
U3y Yloq ‘apms Aue are elep 1saie| ay J
‘sueo] A11ado1d-fEnuapisal uo sasso[Inoqe
patuom sem auoh1aaa ode 1wk y

Kepo) Ajaanaads
-91 %TT pue %L1 pPUnoIe wolj 0toT ui %5¢€ 0}
asu pinod Suiftag pue reydurys ur saie: A3
-uedeA “eury) ui L&11adord 2010 uo Ajiaeay
ysiom osje [[im Ajddnsiaao ‘uiiy Sunjoiq e
‘¥S10 0} BUIPI0IDY "E10T Aq 19)IBLI 3y} OJUT
duruod aq [[1m a0eds 201J0 Mau Jo (SanaLu
arenbs 000'0LL) 139) arenbs wiE'g asned
-aq ‘Aa01p Apemonied swaas arodedulg
‘peaye SupjooT PU0IAS AY) Ul ‘%FOT (IS
Inq '91BI3POW IO YINU SEM [[B] 3], “19)
-1enb 151y oy ur %roz Aq paulpap 12LISIp
[enuad awd ay) ursyua1 30gjo ‘uoy Suoy
uj ‘Surmols st yuaunsnipe premumop ayy
Jjo paads ay) et susis awos are AL,
1 1S3PIRY 1X3U Y} 219M (%TE)
rey3ueys pue (%0¥ Aq umop) requniy "pol
-1ad swes ay ur doip %E¥ © yum puryaq
Iejjou sem Suoy SuoH Aaueynsucd e ‘pRy
-)EM § UBWIYST) 0] SUIPI0IIE ‘6007 aun|
pue 00T aun( UIaaMmlaq J[ey ue) aiow
Suippays ‘uoi5al ay) SSOE S1UAI 30LJO Ul
1E21131 31} P3] 1DLISIP SSAUISN( 1SID]UBMS
s,210deduis 'sqol 119y} 150] 2ABY SINueR(

";‘J ¥ _'_____ &

‘wa)sAs [eoueuy s,ureds

Buioey SanMOWIp 3y} Jo JuANX3 ay adueyd

1,US20p VUL 0} S35SO] FULLIID(

‘(@uLm)anasal ueof 10 Siuaunsn(pe

Jaypuny Aue a10§3() %L'S ag pnom oner
ueo[ SurwIopad-uou Ay} UaYl pue ‘sueo|
peq se saseyoand Auradoid asay e )
-ISSB[21 pue s19ad [RIDIAWITLOD 1131 0] 18]
-IWIS S131 3UMSSY 21N 8y 3y} 9S0[2SIP Jou

‘op syueq sdutaes s ureds ‘san 0) Surpios
-oe ‘sdems Apadoxd-105-4qap ur uoriq

013 1N0qe Jy8Nnog aAey $yueq [BLIW
-wIo) NS as1om st amid ann 3y,

_ *%0T SPIRMO)

Ajqeioxau; peay o) sreadde juawkoyd

-waun se syyuow zrised ay) 1940 %9

o1 pajdin sey ‘papnput Aradoid ‘[eioy

91f) 01 SURO| peq jo oneray] ‘pauodisod

Ajazaw axe swapqoid ayy ey stysu ay

ng awn 1aa01snq Auadord ays jo swage

a4 In0 yloows sipua] ysiueds djay
[ saurfapms Supunodde Mau gL

‘reak sty suorsiaord

a10J2q uoI[[1q 913 A[uo jo s1yoxd aew

0} pawadxa are ‘s1adojasap 0} pasodxa

Apiaeay ae Piym ‘spueq sduraes s,ureds

x21000 oyut yeqy ind of (010Z JO pua

at) Aq %8 yoeai sueo] Surunopad-uou

Bunwunsse) sypuow SuTLI0) Ul (UOI[Iq

1€§) UOI|[Iq 23 IN0qe Jo suoisiaoxd ayew

01 paau ay) JO SHUR( IAII[AI PNOM SN

MU 3} By Salewnsa ‘saninby ueuaq)

e isA[ruR ue 'BA 081u] ‘Suro| Aysu

0} amnsodxa 1918213 Ylim SIapus] Ia[[BWS

0} 100q B 3 [[1M11Ing 109)J2 [BUlsIeuL

®Ajuo aaey Ajqeqoid [jim aduepms mau

atf) Pam sij) Sinsai 1ajrenb-puodas

1U303p pauodal pue peoIqe payisia

-AIp 9ABY [PIYM 'V AEE PUE IPUBIUES
odurg ‘syueq 1safie| omi s ureds 104

, ‘sueo] Auadord

PEq JOIY3ne[SUO Ayl YiIm [Bap SYUBG

djay o1 s1sodeos ay) pasow Sey—)i

-Pa10 U SIS AU Wiod] AFIawa 0) Majay

JOduO—yURq [ERUI) S,ureds JeTp ST UOIS

-sardwr 3y} Ing ‘SUBO] IIWNSUOD Peq 10}

sa[na SuruayEn Os[e s131 dUIS [eNaU aq

nmmuﬁsmp U0 133jj3 19U Y3 jey) sure)

Jojueg AYL "SHuRq Ay} WoK

Su;ﬁqqol &Asaqsmcr[;o; 2A0W Y ASNED

wajqosd buueos y

i
ll
ki
]
1

-8 ApuTew ‘9[qUiaa) ST SUTUN a1 19X
anjeajayrew s Auadord ayy
JO %0L pue Uro| 3y Jo anfea 3y} uaamiaq
2DULIPIP 34} 10§ MO[[B 0} dARY AJUO
A9y 'sa|nI mau a) JDpuUp) "019Z 0) [[B)
Aparersanjea Auxadord sours ‘Sutpuetiap
00) 18] SEM JBI{ "SIBalI® JO SIEaf 0M)
ye—aniea s Auadord ay Jo %08 asoqe
9SOU}—SURO] §SH-Y3IY JO IN[BA [[Nf 3y} 10
uorsia01d axeul 0} pey 2ARY SYUR] MOU

[BU() 3SUAS IWIOS SHNRUE IFURYD YL
‘safediow Aysu uo safni
Burorsiaoid paxejariey) ouepms pa
-JB[NOID jueq [eXUA) oy An{ uj “ureds jo
Jueg 19GOS A[[EWIOU 9y} :201N0S A[3yI[un
ue woy puey 1e mou st diay 10aya awes
au sey sueo| SULNINNSIY 'S19q ISIOM
11911 §SEUl U SI3pUs] ‘peq of way) uo
sueo| ay) a10j9q santadoad urdng Ag a1q
-gqng Auadoxd s, Anunod ay jo Bugs.mq

) WO} SAIA[ISWAL PAIYS 0)
1Ay utop u2aq aaey syueq HSIN‘V&

SI9PUS] 10J J915EA A[IH] ¥ 2J1] SIEW URQ [P0 YL

Jo sarurre se ‘adeds Joyjo 10j puetap Sul
S[ULIYS JUBIW JABY S123YS-20UB[Rq YUuR(q
Sunpauys -duoy Suol pue arodeduig
SB INS Sanudd [eRURUY Uaaq aAey uold
-21 9} ui syayrew Apadoid pajoape-1siom
ayL 19yia pareds usaq JoU SEY BISY
A1 waas saord pue syuax Uy sfe) 19y
-y Kydwia aoeds 20150 Jo Yuyy-auo jsoule
M ‘(SLBJ PUE ‘UOPUOT UT PUT 1S3 911
10ye) adoing Ul 1SayBIY-pII) A} [0S I

amovW

Jepou pue S)pl.ll
1oyew Apadoad s uteds

Aoy ysnoyje aun( jo pua i) 01 SYIUOW ZT
A Ul %£9 Aq Ua[[e] 2ARY MOISOW Ul S}UY
-pissny ur soejd 3unie) are syusl ur Syej
152881q a1 Jo awrog Teak 1sed ay) 1940 (%01
A[y3no1 0)) pajqnop Jsouw|e aARY anseiq ui
IS0 A[IYM %STinoge o} pasms aaey 1sad
-epng Se {ons san ul sajer AOULIBA 'S19)|
-1ew ueadoing armjeul ut Isoy) Yim 28194

-uod ‘awm ur ‘pnom Kap ey sedoy Aq

UMOP UIALIP 319M SI9NIRW 3591 Jo Aueul 4



W,

——c

b pervise the largest financial firms. The ad-
ministration wants the Federal Reserve to
do this, supported by a council of regula-
tors that keeps a lookout for emerging
risks. But lawmakers on both sides worry
that the central bank is already too power-
ful, or that expandingits role would under-
mine its monetary credentials. Barney
Frank, the House financial-services com-
mittee’s ebullient chairman, has criticised
plans to draw up alist of firms that are “too
bigto fail”, fearing it will entrench them.

The loudest opposition has been re-
served for a proposed consumer-protec-
tion agency, which would write and en-

force rules for mortgages, credit cards and
soforth. Thisis needed, the administration
argues, because bank regulators are in-
clined to focus on safety rather than the
treatment of customers—even if they have
recently become, in Mr Frank’s words,
“born-again consumer advocates”, rush-
ing out new curbs on predatory lending as
their turf has come under threat.
Lawmakers would like to support the
new agency—there are votes in champion-
ing the little guy. But banks, including polit-
ically powerful community lenders, have
stoked fears that the new regulator could
become an unwieldy monster and that its

mandate to make products simpler could
constrain credit. Existing regulators have
weighed in too, arguing that separating
prudential regulation from consumer pro-
tection could make the system less safe. A
House vote on the agency, scheduled for
July, has been postponed until September
because of lukewarm support.

All this cacophony is good news for in-
dustry lobbyists, who are also encouraged
by the delays plaguing health-care reform,
Mr Obama'’s top priority. This will distract
Chris Dodd, who is essential to getting the
financial reforms through the Senate as
head of its banking committee but must
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Rebalancing the world economy: China

The spend is nigh

HONG KONG

The second article in our series on global rebalancing asks whether China can

reduce its trade surplus by consuming more

A REBALANCED global economy re-
quires America to consume less and
save more. That means the world’s three
big surplus economies—China, Germany
and Japan—will have to save less and
spend more. None is under more scrutiny
than China, whose vast current-account
surplus has been fingered by some as the
ultimate cause of the financial crisis. The
case against China s exaggerated buta sur-
plus of more than $400 billion in 2008, or
10% of GDP, was clearly too big. Can China
right its trade imbalances, and if so, how
will it achieve rapid growth in future?

The good news is that the surplus is al-
ready shrinking. The strong rebound in
China’s economy in the second guarter—
pushing Gop 79% higher than a year ago—
came entirely from domestic demand. This
sucked in more imports, while exports
continued to stump. China’s merchandise
trade surplus narrowed to $35 billion in the
same guarter, 40% down on a year earlier.
Yu Song and Helen Qiao of Goldman
Sachs calculate that the decline is even
more impressive in real terms (adjusting
for changes in export and import prices),
with the surplus shrinking to less than
one-third of its level a year ago (see chart ).
They even suggest that a monthly trade
deficitis possible within the next year.

Another way to look at the huge swing
in China’'s trade is that net exports (exports
minus imports) contributed 2.6 percentage
points of the country’s Gpp growth in
2007, but shaved almost three points off its

growth in the first half of this year.

Most economists think that China’s
trade surplus will remain large. The jump
in imports in the second quarter included
heavy stockpiling of commodities, which
will not last; copper imports, for example,
were 150% higher than a year ago. Yet the
underlying surplus is clearly shrinking.
Paul Cavey of Macquarie Securities fore-
casts that China's current-account surplus
will fall to under 6% of Goe this year and
4% in 2010, down from a peak of 1% in
2007. Exports amounted to 35% of GDP in
2007; this year, reckons Mr Cavey, that ratio
will drop to 24.5%.

On the surface, therefore, China is ful-
filling the long-standing demand of West-
ern governments that it shift its engine of
growth from exports to domestic demand.

B sninkingatiast

Thanks to the biggest fiscal stimulus and
loosening of credit of any large economy,
China’s real domestic demand is likely to
grow by at least 10% this year. In fact, the
popular perception that China has always
relied on export-led growth is rather mis-
leading. Its current-account surplus did
soar from 2005 onwards but until then was
rather modest. And over the past ten years
net exports accounted, on average, for only
one-tenth of its growth.

The problem is more that the mix of do-
mestic demand between consumption
and investment is unbalanced, and be-
coming even more s0. In 2008 private con-
sumption accounted for only 35% of GDP,
down from 49% in 1990 (see chart 2 on the
next page). By contrast, investment hadris-
en from 35% to 44% of GDP. This year the
bulk of the government's stimulus is going
into infrastructure, further swelling invest-
ment's share. Chinese capital spending
could exceed that in America for the first
time, while its consumer spending will be
only one-sixth as large. This is China’s
most glaring economicimbalance.

Spending lots of money on building
railways, roads and power gridsis themost
effective way for the government to prop
up demand in the short term—especially
since China, as a poor country, needs bet-
ter infrastructure. However, the pace of in-
vestment is unsustainable. Even before
this year's infrastructure boom capital
spending was too great, causing many
economists to worry aboutexcess capacity
and the risk that bank loans could sour.

China deserves credit for the speed
with which it responded to the global
downturn. Now it needs to focus on struc-
tural reforms not just to keep domestic de-
mand growing strongly and to reduce its
trade surplus further, but also to derive
more of its growth from consumption and
less from investment.

Before exploring how China can do so,
it is important first to clear up a misunder-
standing. It is often argued that China runs
a current-account surplus because its con-
sumer spending has been sluggish. On the
contrary, China has the world's fastest-
growing consumer market, increasing by
8% a year in real terms in the past decade.
Retail sales have leapt by 17% in real terms
in the past 12 months, although this figure
may be inflated by government purchases.
Even so, China’s consumer spending has
grown more slowly than the overall econ-
omy. As a result consumption as a share of
GDp has fallen and is extremely low by in-
ternational standards: only 35%, compared
with 50-60% in most other Asian econo-
mies and 70% in America.

Economists disagree about the main
reason why the consumption ratio has fall-
en—and hence about the best way to liftit.
The most popular explanation is that Chi-
nese households have been saving a big-
ger slice of their income because of anin-»
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ONOMISTS have long recognised the arguments for impos-
ing special taxes on goods and services whose prices do not
reflect the true social cost of their consumption. Such taxes are
known as “Pigouvian” after Arthur Pigou, a 20th-century English
economist, Environmental taxes are an obvious example. There
is also a Pigouvian case for duties on cigarettes, alcohol and gam-
bling. Smoking increases the risk of cancer for those in the vicini-
ty of the smoker; alcohol abuse and gambling are strongly associ-
ated with violence and family breakdown. Moreover, all three
habits lead to higher medical costs. In theory governments can
make up these costs, or “externalities”, with a tax that adjusts the
prices people pay to puff, booze or punt. Such atax might alsoen-
courage consumers to live healthier lives.

Support for another such tax, on junk food. is now spreading,
especially in America. Congress is considering a tax on sugary
drinks to help pay for the planned expansion of health-care cov-
erage. Some analysts would like to see broader duties on junk
food. On July 27th the Urban Institute, a think-tank in Washing-
ton, bc, proposed a10% tax on “fattening food of little nutritional
value” that, it claimed, would raise $500 billion over ten years.

The logic for a tax on fattening food may seem obvious. About
one-third of Americans are obese, up from15% in1980. Fat people
are more prone to heart disease, diabetes, bone disorders and
cancer. An obese person’s annual medical costs are more than
$700 greater than those of a comparable thin person. The total
medical costs of obesity surpass $200 billion a year in America,
which is higher than the bill for smoking. These costs are not all
borne by the obese. When health-care costs are shared, obesity
becomes a burden for everyone. Thanks to government health-
care plans such as Medicare half of America’s obesity-related
health costs land on taxpayers. In private employer-sponsored
health plans the slim pay similar premiums to the overweight.

But would a fat tax affect behaviour? Numerous studies have
shown a relationship between the price of food, especially junk
food, and body weight. As fast food has become relatively cheap-
er, so people have become fatter. A new paper* from the RAND
Corporation, another think-tank, suggests that taxing calories
could have a sizeable, if gradual, effect on people’s weight. The
authors of the study look at changes in the weight and heightof a

large group of Americans aged over 50 between 1992 and 2004.
They then calculate food-price indices that are skewed towards
calorie-dense foods (so a change in the price of butter has more
impact than a change in the price of vegetables). By controlling
for individual and environmental influences on weight, such as
income and health, they then measure whether food-price
changes affect body-mass index (8m1). Bm1, the ratio of weightin
kilograms to the square of height in metres, is a common, if im-
perfect, gauge of whether someone is over- or underweight.

A person’s BMI turns out to be hard to shift in the short term. A
10% increase in the calorie-heavy price index is associated with a
small decline, of 0.22, in BM1 within two years. But the effects are
greater over the longer term. A 10% increase in the price of calo-
ries resultsin a fall in Bm10f one to two points over 20 to 30 years.
Such a drop would eliminate about half of the observed increase
in obesity in America since1980.

Even so, the idea of tackling obesity via the tax system has
some serious flaws. First, there is the question of what to tax. Sug-
ary drinks may not be nutritious, but hamburgers contain some
protein along with their fat. More important, junk food is not it-
self the source of the externality—the medical costs that arise
from obesity, Unlike smoking, or excessive gambling and drink-
ing, eating junk food does not directly impair the well-being of
anyone else. And because obesity is determined by lack of exer-
cise as well as calorie intake, its ultimate relationship with health
costs is more tenuous than that of, say, smoking. It is possible to
eatalotof fatty food, exercise frequently and not generate any ex-
ternalities. A more direct, though controversial, approach would
simply be to tax people on the basis of their weight.

Fat chance

The distance between junk food and the medical costs of obesity
means thata calorie tax could have unintended consequences. A
new theoretical paper in the Journal of Public Economics even
suggests that a tax on junk food could increase obesity, especially
among physically active people. If junk food, which is quick and
easy to obtain, becomes relatively dearer, people will spend more
time shopping for fresh ingredients and preparing food at home.
That could leave less time for exercise.

Evenif perverse consequences of this type lookimprobable,a
junk-food tax may have less impact than its advocates expect.
New studies on the effect of cigarette and alcohol sin taxes sug-
gestheavy users are less influenced by price changes than others.
An analysis of data from the National Longitudinal Study of Ado-
lescent Health shows that American teenagers who smoke more
than five cigarettes a day are only one-third as responsive to ciga-
rette prices as lighter smokers. A complementary study of data
from America’s Health and Retirement Survey shows that alco-
hol taxes are far less effective for the large minority of heavy
drinkers. The biggest consumers of fattening food may prove sim-
ilarly resilient to price increases, so a fat tax may do little to im-
prove health, at least for today’s junk-food addicts. If these same
consumers are poorer on average, it would also be regressive.
One reason for this is that in some poorer neighbourhoods there
may be little fresh food on sale. If junkis all there is, putting up its
price will reduce real incomes and make little difference to eating
habits and health. Like the foods they aim at, fat taxes look appe-
tising but can have nasty effects. m

* A full tist of sources is available at Economist.com/fattaxes
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Morality and colour

Dark for dark
business

The association of white with virtue
and black with sinfulnessis deep

HE virtuous are often said to be as

“pure as the driven snow” while vil-
lains are frequently described as having
hearts of coal or blackened souls. And the
metaphor is made flesh (or, atleast cloth) in
many plays and films where the baddy
wears black and the goody white. Buthow
deep does the metaphor actually run, psy-
chologically speaking?

That is the question which was asked
by Gary Sherman and Gerald Clore of the
University of Virginia. They were ponder-
ing a well-known tendency, called the
“Macbeth effect”, for people to want to
clean themselves physically if they have
acted unethically or even had thoughts of
corrupt behaviour. (The name comes from
the scene in Shakespeare’s play in which
Lady Macbeth desperately tries to wash
phantom bloodstains from her hands after
encouraging her husband to murder the
king.) This association of cleanliness with
moral probity is further bound up with the
now well-established link between moral
disgust (eg, at unusual sexual practices)
and physical disgust (eg, at handling dirty
objects or eating polluted food). The re-
searchers’ ponderings led them to wonder
if the moral roles of black, which is roughly
the colour of dirt, and white, which shows
up the dirt so well, were connected with
the Macbeth effect.

To explore this, they devised an experi-
ment involving 27 Caucasian, six Asian,
three African-American and two Hispanic
students at the university. The students
were all asked to state the colour of words
that they were presented with as quickly
as they could.

Such a technique is not new. Psycholo-
gists have long known that if people are
presented with, say, the word “blue”
printed in a blue font, they will be able to
state the colour of the font much faster
than if the word “red” is printed in the
same blue font.

The study conducted by Mr Sherman
and Dr Clore presented words of moral
goodness, like “virtuous” and “honesty”,
and of badness, like “cheat” and “sin”, in
either black or white fonts on a computer
screen. As they report in Psychological Sci-
ence, the two researchers found that when
“good” words were presented in black it
took the participants about 510 millisec-
onds to state the colour of the word. When
these same words were presented in white
it took roughly 480 milliseconds—a signifi-
cant difference. A similar effect was seen

Improving scientific publishing

Huddled maths

EE N —

An academic journal provides haven for rejected work

PAUI.I.AUTEIBUR, the father of mag-
netic-resonance imaging, had his
seminal paper rejected when he first
submitted itto Nature, Peter Higgs, epo-
nymous predictor of physics’s missing
boson, faced similar trouble with Physics
Letters. But Lauterbur went on to wina
Nobel prize for his work, and Dr Higgs is
an odds-on favourite to get one soon. A
good, rejected paper.then.isby no
-means an oxymoron.

And that observationi&the basisof
Rejecta Mathematica, an
academic journal that recen!
online. Asits name suggests, {
journal publishes only papers lhat.like
Lauterbur’s and Dr Higgs's, have been

wmt

Second time lucky for Dr Higgs

with “bad” words. Responding to white
ones took around 525 milliseconds, where-
as black ones needed only about 500.
These results are remarkably similar to
those found when words are printed in
colours that clash with their meaning.
Besides illuminating an interesting cor-
ner of the Macbeth effect, Mr Sherman and
Dr Clore suggest that their findings may
have implications for understanding racial
prejudice. Given that their work hints that
blackness and immorality are psycholog-
ically connected, and that the labels
“black” and “white" are often applied to
race, dark skin might thus easily be associ-
ated with immorality and impurity.
Because most of the study group were

previously submitted to, and rejected by,
others. With Annals of Mathematics, one
of the best, denying entry to more than
300 last year alone, Rejecta could be busy.

Rejecta was conceived three years ago
by four graduate students at Rice Univer-
sity, in Houston, Texas. Two of its foun-
ders, Michael Wakin and Christopher
Rozell, had just had a paper on card
counting in blackjack rejected. Good
work, said the reviewers, but find some
other place for it. When they could not,
they, along with Mark Davenport and
Jason Laska, decided to cutoutthe mld
dle man and found their own journal.

If Rejectais a joke, itis a well-executec
one. The serious aimis to highlight pa-
pers that, although perhaps ﬂmd.may
still be interesting. It manages that well.

The inaugural issue twwmejecta.mg)
includes topics r fromimage en-
hancement to wndlﬂnnnumbemof
matrices (don't ask). All come with an
“open letter” in which the paper’s author
outlines in lay terms why the work was

rejected (extra points awarded for bitter-

ness), what has been done since and why
trsullhasmie:;;u A

Rejecta’s purpose, then, may be
:h light jab at i:tadenﬂawhuhs bureaucracy and

e rigmarole to itis necessary to
submit in order to get published. Wheth-
er conventional journals are necessary in
thenﬂmetagemamattemfadive
debate. Refereeing maths papers, in
particular, requires serious expertise that
few have. Those who do, usually receive
no pay for their refereeing services. Mis-
takes can be made. Academia as a whole,
some say, could do a better job. But peer
review is still necessary. And yes, the
editors claim that they too have had to
reject some submissions.

white, and only three black, there is no
way of detecting from the original data
whether black people react in the same
way as others, and thus whether the link
between colour and disgust is indepen-
dent of race. As a result, the two research-
ers are now conducting a follow-up study
to look for racial differences.

That study is not yet complete but, ac-
cording to Mr Sherman, “initial results are
suggesting that this effectis not confined to
Caucasians”. Perhaps, then, one reason
that so many black Americans get a bad
rap is not just that their skin colour differs
from that of the majority, but that their psy-
chology, being the same as everybody
else’s,doesnot. ®
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The US-Mexican border

A battle of wills and water

A cult writer explores the secret world of migrant workersin America

TEN years in the making, William Voll-
mann’s latest book, “Imperial”, weighs
in at a back-cricking four pounds (1.8kg).
Were the author to devote the same atten-
tionto all the other 3140 countiesin Amer-
ica that he has to Imperial County in the
extreme south-eastern corner of Califor-
nia, the result would stretch to more than
4m pages. Even for Mr Vollmann, that
would be a tall order.

But perhaps nothing is impossible for a
man who, despite being only 50, has al-
ready written around 20 books, including
a seven-volume history of the idea of
violence, which he promptly republished
in a condensed version that runs to more
than 700 pages, and who churns out nov-
els as well as his peculiar blend of history-
cum-reportage-cum-philosophy (he is still
at work on “Seven Dreams”, a cycle of
seven novels about different aspects of the
settlement of the Americas).

Is all this a symptom of logorthoea or
of genius? Possibly both. The reader’s first
impression on opening “Imperial” is that
the publisher really ought to have assigned
an editor to Mr Vollmann. Written in a
mishmash of typefaces, its chapters alter-
nately sprawling over 60 or 70 pages or just
a couple of lines, “Imperial” leaps back
and forth in time and geography like a
maddened ping-pong ball. One has to
wonder in what sense it really is a “book”
at all, as opposed to the collection of jot-
tings, musings, notes, documents and in-
terviews that an author might assemble
before settling down to the arduous busi-

Imperial. By William T. Vollmann. Viking;

1,306 pages; §55

ness of selection and structuring involved
in actually writing a book. It is, in short, a
tall order to read.

But persevere. Skip huge tracts if you
want to, dip in, dip out and don’t WOoITy
about disrupting the narrative; there isn't
one. Mr Vollmann has penetrated the soul
of a place that is like few others on earth,
but whose hardships and triumphs tell
you something universal about the dura-
bility and ambition of the human spirit.

“Imperial” (and its companion volume
of 200 pages of photographs that Mr Voll-
mann took as part of his research) is about
two vast battles: the struggle for water, and
the struggle for work. The struggle for wa-
ter is the anterior theme. Until the Alamo
canal, commissioned in 1901 and later re-
placed by the All-American Canal, brought
water from the Colorado River to this arid
inland part of southern California, pre-
cious little would grow there and only a
few hundred exceptionally hardy settlers
were able to eke out a living. The county
now numbers160,000 souls.

Water, its supply and its rationing, runs
through the book. WATER IS HERE, Mr
Vollmann interjects in capital letters from
time to time. Butitis on this subject that the
disjointed style is most problematic. The
development of canals and irrigation and
the consequent explosion of farming in
the near-desert call for something much
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more linear than the author is constitu-
tionally capable of providing.

Mr Vollmann's other big theme is the
struggle for jobs and for a better life by
Latino people on both sides of the border.
Itis here that his ability to talk, it seems, to
anyone, stands him in best stead. Mr Voll-
mann has a well-known fascination with
the seamier side of life, and “Imperial”
gives him plenty to work with. Drug-
runners and prostitutes, people-smugglers
and border patrol-guards, sweatshop
workers and private detectives fill his
pages as he boldly goes where none of
those who write the lawsin faraway Wash-
ington, pc, has dared to tread. The best
parts of this rambling opus are the ones
where Mr Vollmann gives full vent to his
conversations with other people.

Although “Imperial” is centred on the
county of that name, it is not limited to it.
Given that one of the author’s themes is
the arbitrariness of lines on a map, that is
appropriate. So Mr Vollmann extends Im-
perial northward to the Salton Sea, a stink-
ing lake sustained only by polluted run-off
from the irrigation channels of Imperial
County, and westward as far as Los Ange-
les. Most important, he ranges south too,
into the Mexican borderland. He is con-
stantly struck by the disparities that this
particular artificial line creates. As an
American he can cross the border as freely
as a bird. For everyone he meets on the
Mexican side the corresponding journey
north is fraught with danger and obstacles.
On the “Southside", as he calls it, Mr Voll-
mann walks “like a lord”. On the “North-
side” Mexicans slink like fugitives.

Profound though the author’s sympa-
thies are for the Mexicans he meets in the
cities of Calexico and Mexicali, which
straddle the Imperial County-Mexico bor-
der like lopsided twins, Mr Vollmann is an
impressively honest observer. One of the
best longer sections in the book is his in-

67

vestigation of the maquiladoras, factories
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» her subject-matter gets looser. If Ms Roy
believes, as she writes, that a good portion
of Africa’s “contemporary horrors” are
caused by America's “new colonial inter-
ests”, she would do well to pay a visit to the
continent.

So entrenched is the anti-globalisation
that informs her world view, she would be
tough to dissuade. But what alternative
strategies does she advocate forimproving
India? Hard to say. A rare suggestion for
better governance—the formation of a
shadow parliament “that keeps an under-

ground drumbeat"~does notseem terribly
serious. On economic policy, Ms Roy has
even less to offer—other than to slam re-
cent governments for aspiring to rapid eco-
nomic growth. This is a “project” she con-
siders to be “encrypted with genocidal
potential”. For a more measured analysis,
Ms Roy should perhaps turn to the finance
ministry's recently published Economic
Survey. There she would read that, “High
growth is critical to generate the revenues
needed for meeting our social welfare ob-
Jectives.” Ms Roy should take note. m

Rwenzori Sculpture Foundation

African bronze

RWENZORI MOUNTAINS, UGANDA

The challenge of building central Africa’s first arts foundry

THE Rwenzori mountains straddling
Uganda and Congo are dark green and
shrouded in rain clouds and mists which
partonly rarely to reveal dazzling equatori-
al glaciers. There is plenty of clean water
rushing down from the peaks and the
loamy valley floors are thick with banana,
coffee, cassava—and silver-backed gorillas.
On one of the foothills on the Ugandan
side, not far from the town of Kasese, an
impressive architectural project is begin-
ning to take shape.

A London firm, Cullum and Nightin-
gale, has won a competition there to de-
sign and build central Africa’s first foundry
for casting bronze sculptures. Once fin-
ished, it will also include an art gallery, a
café, housing for visiting artists and a med-
ical clinic to serve the needs of the local Ba-
konjo people. Richard Nightingale, who
was born in Kenya, says his firm is best
known for its architecture on sensitive
sites and its attention to eco-design, as well
as the care it takes in trying to replace im-
ported cement and corrugated iron with
locally sourced building materials—mud
bricks and roofing made out of fuel drums.
The firm has experience in Africa, having
built the well-received British high com-
mission buildings in Nairobi and Kampala.

On a recent visit, workers were pains-
takingly cutting a platform the size of a
football pitch out of a hill using handpicks
and shovels. The foundry will sit there,
with panoramic views over the Rift Valley.
The shape of an upturned galleon (see the
model, pictured right), it will have a metal
oof made of used oildrums beaten flat,
and a keel-like beam running the whole
length of the building, from which sculp-
tures can be moved about on rails, The in-
tention is to make the building dissolve
from a distance into the black and green
hillside, “like an elephant dissolves in the

bush”, Mr Nightingale says. Besides the
views it offers, the site was chosen for the
opportunity to buy copper from a local
mine, the promise of reliable power froma
nearby hydroelectric project and the
chance of attracting tourists.

The foundry has been commissioned
by the Rwenzori Sculpture Foundation, a
British charity which aims to improve the
quality of sculpture in Uganda and else-
where in Africa, particularly bronzes. The
main force behind the project is Rungwe
Kingdon, who runs the largest bronze
foundry of its kind in Europe, together
with his wife, Claude Koenig. Their Cots-
wolds foundry, called Pangolin (after the
scaled African anteater with a bronzy pati-
na) has worked closely with some of Brit-
ain's leading sculptors and conceptual art-
ists including Phillip King, Jon Buck, Ann
Christopher, Damien Hirst and the late
Angus Fairhurst.

Mr Kingdon’s fascination with bronze
dates back to his childhood growing upin
Uganda, the son of a noted English zoolo-
gist and artist, Jonathan Kingdon. As an
eight-year-old boy, he was given permis-
sion to help pour a first casting in the art
department of Makerere University in

— = s S

Kampala. “I remember it like a film," he
says fondly. After making a success of Pan-
golin, Mr Kingdon and Ms Koenig decided
to try to put something back into Uganda.

A number of British artists have sup-
ported the venture. Mr Hirst recently trav-
elled with Mr Kingdon to Kampala and do-
nated a sculpture that was sold for £313,250
($514,300) to help fund the building costs.
‘Mr Buck is one of the foundry'’s first resi-
dent artists. Mr Kingdon says the plan is to
build something on the scale of Pangolin,
“but belonging wholly to Africa.”

A first step has been to train Ugandans
in bronze casting, mostly skipping silicon-
rubber treatments in favour of more tradi-
tional beeswax models. Several students
were chosen from the same art depart-
ment at Makerere where Mr Kingdon was
first inspired. Having served a three-year
apprenticeship in England, they recently
returned to Uganda to build the first rudi-
mentary foundry on the Kasese site.

Uganda has no tradition of sculpture:
nothing like Kenya's popular Kamba carv-
ings, still less the sophisticated wood and
stone sculptures of Benin or elsewhere in
West Africa, which brought bold lines into
the work of Constantin Brancusi and other
modernists. The Ugandan tradition, in-
stead, is in music. The Buganda people
have musical signatures for each of their 52
clans. The clans also have a visual repre-
sentation in the form of animals, plants,
and even dung. Mr Buck is working with
the Ugandan apprentices to make sculp-
tures of some of the clan symbols. The
hope is to sell these small bronzes to oil-
rich Bugandans in Kampala for a few hun-
dred dollars. Other early commissions
have included a crested crane, now in
Buckingham Palace, and trophies for BBC
television awards.

Whether the foundry, which is 450km
by road from the capital, succeeds in at-
tracting enough interest to make it com-
mercially viable remains to be seen. The
long-term aim, however, is to use it to train
a group of world-class African sculptors.
By introducing a casting process that few
Africans have seen and fewer still can af-
ford, the foundry’s backers hope to inspire
and give employment to hundreds more
local people. m

Looking for bronze in them hills
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Courses

Teaching French to adults for 39 years ===y
[[INSTITUT DE FRANCAIS

v

q Overlooking the Riviera's most beautiful bay
= A UNIQUE IMMERSION PROGRAM
ORI GLOBAL 8i/: hrs a day with 2 meals. 8 levels : Beg. 1 to Adyv. 11
TR BIO-ENTREPRENEURSHIP ACCOMMODATION IN PRIVATE APARTMENTS
COURSE Next 2-4 week course starts August 31, September 28 and all year
06230 Villefranche/Mer, France. Tel,.+33 493 01 88 44  Fax +33 39376 92 17
e WWW.institutdefrancals.com

A one-week comprehensive course in

bio-entreprencurship and business MA Applied Strategy and International N

denlopmetealdpnton oot Security at the University of Plymouth - <

professionals situated in countries with ‘(’ ‘.;'
LR

emetging biotechnology industries. The
course provides a content-rich overview of
the life sciences industry, entrepreneurship,
parmerships and venture financing. It
incorporates cases and projects throughout
the course to build the skills and expertise

of the individuals o became leaders in Encompasses the study of strategy and contemporary security issues, offering
policy-focused courses which give students an insight Into the kinds of lssues
which challenge governments. armed services, and international organisations.

For further degils call 01752 585500 or visit www.plymouth.ac.uk/ssb

their opportunity arcas,
October 18-23, 2009

For more information, please visit
www.qb3.org/globe or contact:

Agnes Buenaventura, GloBE Coordinator
(415) 514-4824
Agnes.Buenaventura@uocsfiedu

AT
UGsr - 1k k2 UNIVERSITY

flan Frarcinee : OF ABERDEEN

Appointments

== University of Aberdeen
Business School

The Unlversity of Aberdeen is the UK fifth oldest university,
with a distinguished history dating from 1495 and a driving
ambition to be one of the world’s top 100 universities. The

! Business Schoal within the University is continuing to expand
following a strong research performance in the RAE 2008.

To develop our research strengths further we are seeking to

P R 0 V E Y O ’ appoint outstanding scholars to the following positions:
U « Chair in Finance
+ Chair in Management
P R E P A R E D - Senior Lecturer/Lecturer in Finance
. ! « Senior Lecturer/Lecturer in Accountancy

« Senior Lecturer/Lecturer in Management

|
] + Senior Lecturer/Lecturer in Energy Economics
and Finance

You will either have an outstanding research profile or be
able to demonstrate the potential to build such a research
profile. The appointments at Chair level will be expected to
demonstrate strong academic leadership qualities and a
successful track record on research grants and PhD

Today's world demands higher standards in risk § APRINION: : AT
management, Earn the certification _I'E'ng_ﬂ!_'lﬂd . ;‘he En;ve;‘slt);géf.abergeen is a charity registered in
by tinancial professionals worldwide, - cotland, No SCO13683. .

. : R - For further information on this position and to view all
) current vacancies at the University visit:

www.abdn.ac.uk/jobs

; _ T Promoting Diversity and Equal Opportunities - § T
= — throughout the University

The Economist August 1st 2009

—



—— e —

6002 157 3snbny 3stwou0d3 3yl

600Z 1SNONV 0Z :suopnedijdde 104 s1ep Buiso|d

“HIO"DUONSWDIW A 18 31IS g3M S,DHIN HSIA aseaid
‘sjie3ap uoned|dde pue uondinsap qof ‘uoieuwojul 104

-sjuauodwo? jeuoibal sii
pue 1afoid ay3 jo uswabeuew pue UOI1RUIPIO-0) ||BISA0 341
o031 poddns pue adiApe juswabeuews pue uopRIIp |BAULIR} JO
uoisinoid 3yl Joy 3|qisuodsas 3q ||1M JOSIAPY [E21ULIBL 31D ayl

SELE]]
Asepunogsuel} pue [euoljeu ‘jeuoibal je pajuawsaidwi aq |IIM
pafoid ayy sajdpund WYL A9 papinb ‘s1sfoid juswdolsasp
saninosal Jajem Juedijiubis Jo Joiei|ide;) e se ajod SOHIN ysi|geisa
pue a10|dxa pue ‘uiseg BucHaN 18MOT AL} ul WM Joj Kieded
pue jiomawiel) ayl uayibuains |im 1afoid WHA-Buoyaiy 8yl

dd 0e1 auenusIA Ul paseq "s-1 od
paloid yuswabeue
saninosay Ja1ep pajesbajuj-buoysin

HOSIAQY TVDINHIAL 43IHD

e Bupjaas st Jele1aNas DY “uiseg BuoXa

ay1 O $37IN0S3J Pajeja) Pue J31eMm 3} JO UOHBAISSUOD pue
Juswabeuew ‘uopesinn quswdo[aAsp 3|qeuleIsns 4O Spiat} lie
uj uonesado-0d ajowosd pue ajeulpio-0d 03 st DU 30 ajod ayl

UOISSIUWI0) 4241y SU0NIW
3

QdN

oSz

2

L.}]} FEEEN CEO FEEEE

'sqo(/B10°qIR" MMM 31ISCIM INO UO
puUNO} 3Q UBD SSPUEIEA JURLND ||y

ueg
aunsaau]
ueadouny

‘0ZMMME0DS 12GLUNU 2IUBIBJD1 U0 PIP pue sqol
/Bio~qi'mmm 0} o6 2seald ‘sjiejap aiow o) pue Aidde oy

'S3llIAI}DE pue SaAleiul
sapijod AB33e11S UOHEIIUNLULLOD |BLIIXS S| Bunuawz|dun
pue Buidopasp Aq sapijod pue ABarens sdnoin g3
ay1 a1es1unwWwod pue 1oddns ||1m s31epipued [Nyssaddns auy L

juawaedaq
uoneduNWwWo) ay} jo peay Aindag

juawiedag
uonedIuUNWWOo)) 3y} Jo pesH

: (§/w) Banoquuaxn
ui siarenbpeay sy 32 334 03 Bupjaas si

yueg JuawsaAu| ueadoing ayl

2l Illl%
sty lUEWitsam] upbORInE ey LR UNEdBIn]

RUPy Ui ah ) Hehd

yueg
‘sqol/Bao‘qIa'Mmmm a1ISgam JUBLLSOAU| I I ‘
JNO UD PUNOj 3 WD SIDUBIRA JUALND (I ueadouny
‘paLiels ALY suonEnobau UoisSaNIe M UM LIM S3|UN0D 31ep|pued
10 LIS DWW Uojun ueadoing e Jo sjeuoleu aq 1snw siuedyddy
S LMMMG040 J2gLUnU 99U313ja1 uo
$}aup pue sqof/birorgia'mmm 01 ob asea|d ‘sjejap as0uW I10j pue Ajdde o
‘1810 3yl Jo
puewiwod poob e pue Lpuald Jo/pue ysibu3 Jo abpajmouy ua|@ox3 &=
N3 3wt 2pisino Ajgessyaid ‘sadnies Aaueynsuod
jo uocisiasadns  so/pue uoneluawsjdw Ul PIOIBIPEN  USAOL] &=
saunpadosd paje|Iosse pue sapuNod Bujdojaasp
s0 uomsuesy Ul Auande BUIPUN-IOUOP YUM XU [eimye|
- o [eiiejiq B uj auspadxe jeuoissajosd sieah G 15eI| Iy &
vafqns patejas
ssausng e 1o Hupaaubus ‘mej 'FuruUY SORLIOU0IS U aaibap Aysianun &
1suonedyjend
suoneiado ] Jo s1Jadse (eI PUE [EHURLY ‘SANBASIUILIPE aupnos
(j© Jo dn-mojj0) 2yt ybnoiy uoibai (dIW34) uesuelisipaw EMEEENT Bl
(L) IURISISSY |E2IULIA] 3L 01 BINQLILOD (|IM arepipued (nyssanins ayL

125430 dUR)SISSY |edIuYddL

: Banogquiaxn’ uj

siaysenbpeay sii Je Juf) SOURISISSY [E2IUYI3L - SIS Aiosiapy
sy nuouod3 uswdojpaag - (g sdo) uolun ueadoiny a3 apisino
suoneiadp Buipuat 10§ 9181032310 S) 104 3NII1 03 Bupjeas si

yueg JUSWISaAU| ueadoing ayl
LI AEEEE UEY PEEEE COES SEER

WA TMBWINIAE] UNRARIR Y

¢ aEawITeAU] SRaBEing - AUER LUBGIBAU] URFDDINT =

is1eA[p Buiniea pue Ajijenbe o papjliuoy
z6 108z (59810) uo suoydass) Aq Jo Iz LXO
‘piojx0 'aenbs uOIBUIBM | ‘@SNOH Aeimay 30ANO 18 1UEID of s
peuoo asesid ‘isod Aq sienoped Jsuuny sul asnbas o ‘ssusnb Aue
ey nok § 'un'oexo‘pa;uoa@auuos.lad o} 600z 1snBny Lz Aepud uey
JajE| OU @S 3q pjnoys suonednddy ‘S8IOUBIBANNIE X0 PAJUOD MMM
WOy PapeojumMOp 8Q UBD wuoj uofedlydde ue pue signoied sauund

quawdoaasp (eucissajold pue {euosiad Joj safjiunuoddo pue abeyoed
uogeosja: snosausb ‘awsyss uojsuad fiejes (eul e siago AysISAlUN SUL

‘aBajjon BBojey 18 diysmolia4 |BIDLI0 UE §I LM
sawen jsod ay ) Jayeaiay) 8qissod Se UOOS SE Jo '800Z J2qojeQ | W) aq
Jiam juawuiedde ay | uswiedag syl Ui sioRsia fandaq 2y} Jo U0 SE BAleS
osie |[iM BUS ‘Apoq 1USpms SWil-|nj [EuoHipes aul puoksq oedwi s Ausenun
ay) 2oueyua O] 'syibuans Y2IESS3a) SPIOIXO UO Bumesp Ag Apenoed
‘uoneanpa pue Juswdojanap {euo|ssajoid Buinuyuod Ul SBNIATIOR s Aussamun
auy Jo} ajgisucdsal aq [iim JSpioyY 1sod au) "Aeuonewsiul pue Ajjeuopeu
‘Ayjeoo] senunuoddo mau Buikjnuapt u| Jiey pue espidisiua B|geISpISUoD
aAey (W noj ‘uoneonpl Buinuguod Jo uswiyedag 2y Ul juswdoeaad
[BUOISS)0.d Buinuuo jo Jojoaliqg 8q O sawiweiboid pajusuo-Ajeuossajold
Jo swabeuesw u| puncibyoeq fuons e ym sajepipued Buneas aje am

‘Buiiea| Buojajj pue uonEdNps Buinuyuod Ul }Jom S)i pue
‘diysiopes| Aajod 'sefagoe |eunauaidanus sy 'diysieioyos pue yoseasal
s Jo sy auyl ubnosyy SaluNULIoD [euoiba) pue ‘[Buofeu ‘[euohEuIBIUl
Buiyolue ‘suoissajoud 8y} pue ssauisnq ‘Asnpul yum sdiysuonejes
Buipjing ) uswywwoeo Buojs e sey pue saljisiealun |[eunauasdanue
pue aAljeAcuul jsow sadoing jo euo si piopxQ 0 Ausisaun 8yl

ed 00L'LS3 18 SHE)S ajeos Aiejeg
uopeonp3 Bummuyuoy 1o} juswyedaq
juawdojaAa( |euolssajoid
Buinuiuo) jo 1o3d3id

AIOAXO ¢4

sqolpin o X0’ MMM

sjuawiutoddy v

’——_—______—=.
-~




Appointments

CHIEF, SERVICES DEPARTMENT

ITU, Geneva, Switzerland

TheInternational Telecommemication Union (ITU) s inviting
applications for the post of Chief, Services Depantment,
Telecommunication Standardization Bureau (TSB), at MU
headquarters i Geneva, Switzerland, Standards: from
the ITU are at the heart of modern information and
communications technolomes. For mare information see:
rttp e itu sntATU-TAnfo

The successful candidate should have an excellent
knowledge of the ICT industry and ICT tools. Familianty
with ITU and its products would also be an advantage

The serior managemont level (Director Leved in the United
Natipns system) post demands $trong  organizationasl
skills and diplomacy. The successful candidate will work
in an international, multi-cuttural envirenment, directing
an experienced team for the delivery of 4 range of
sdministrative  supporn  servicey involving  operaticnal
planning, budget/finance semvices, procurement, meeting
and Ipgistic services. He/She will direct the bureaus IT
programmes, including the maintenance of current tools,
databases and applications and tevelop new electronic
services and progects.

The challenge of the rolé will be to maintain TU-TS role as
\eadet in global ICTs with the development of innovative
working methads and best practices for the improved defvery of senaces to the ITU-membership
and {he world telecommunication community al large.

An attractive package of salary (approximately USD 177,700 with dependants, USD
164,260 without dependants) plus international all es and benefits is offered,
The closing date for applications s 2 October 2009,

A detalled vacancy notice and application form including remuneration can be downloaded
at wwwiitu intlemployment Applications wsing the form must be sent to recrutment@itu
it or by post 1o ITU Human Resources Administration Division, Place des Nations, CH-1211,
Geneva 20, Switzerland

n Investing in our future
) The Global Fund
To Fight AIDS, Tuberculosis and Malaria
The Global Fund to Fight AIDS, Tuberculosis and Malaria, an international
financing institution, invests the world’s money to save lives, To date, it has
commitied US$ 15.6 billion in 140 countries to support large-scale prevention,

treatment and care programs against the three diseases. The Global Fund is
managed by a Secretariat based in Geneva.

OFFICE OF THE INSPECTOR GENERAL (0IG)

The Office of the Inspector General (OIG) at the Global Fund is looking for
an experienced Senior Legal Adviser, who will be based in Geneva. The OIG
Senior Legal Adviser will repart to the Inspector General, but is expected to
coordinate closely with the Global Fund Office of the Legal Counsel.

1. Senior Legal Adviser - Vacancy CD/09/IRC272
(closing 13 August 2009)

The incumbent will:
« Provide advice in connection with audits and investigations carried
out by the OIG; including advice on the merits of particular cases.
*  Provide support to relevant national investigatory ‘authorities and
public prosecutors.

Essenfial: Law degree. Admission to the bar, lawyer's association.

Experience: At least 10 years experience (public prosecutors office, criminal
and civil litigation in a legal office, financial fraud). Significant experience
working with investigators and auditors in fraud and corruption matters.

Terms and conditions: The Global Fund offers a competitive compensation
package net of tax.

Further information on key responsibilities, qualifications, technical
skills, competencies and the application process can be obtained on:
hittp://www.theglobalfund.org/en/employment/

TRIBUNAL INTERNATIONAL DU DROIT DE LA MER

The International Tribunal for the Law of the Sea, an international
court with its seat in Hamburg, Germany, has the following vacancy:

| Senior French Translator/Reviser -
Head of Linguistic Services (P-5)

| For qualifications and experience required, as well as further details,
| please see the vacancy announcement on the Tribunal’s website
(www.itlos.org).

Remuneration: An initial two-year fixed term contract (renewable),
‘ attractive tax-free salary with United Nations benefits and allowances,

| Closing date for applications: 15 September 2009.

| INTERNATIONAL TRIBUNAL FOR THE LAW OF THE SEA

|
|
|

Business & Personal

NEW AUTHORS

PUBLISH YOUR BOOK
ALL SUBJECTS INVITED
WRITE OR SEND YOUR MANUSCRIPT TO:

QUEEN'S HOUSE, 2 HOLLY ROAD,
TWICKENHAM TW1 4EG. ENGLAND
e-mail: inffo@athenapress.com

www.athenapress.com

ENERGY EFFICIENCY
BUSINESS

Start your own business as an
Energy Management Consultant

energy consumption in commerce &

Industry seeks overseas distributors,
Tel: +44 (0) 1872 223000
Contact: www.somars.com

For further information

UK Manufacturer with range of cutting edge
technologles proven 1o significantly reduce

(icto?

8 Council of nf &C tion Tachoology

ictQATAR, the Supreme Council of Information & Communica-
tion Technology, is connecting people to the technologies that
enrich their lives, drive economic development & inspire
confidence in the future. As Qatar's independent telecommuni-
cations regulator and the Government's technology advocate
and facilitator, ictQATAR is setting the nation’s ICT agenda.
ictOATAR's Regulatory Authority is seeking highly qualified
and motivated personnel to join our dynamic team in the
following positions:

p Section Manager Market
& Competition Analysis and Cost Studies, Job Code RA 1

b Regulatory Specialist - Licensing and Policy, Job Code RA 2

P Regulatory Specialist —
Cost Modeling and Regulatory Accounting, Job Code RA 3

Full job descriptions are available online at www.ictQATAR.qa in

the Careers Section. All positions require a minimum of 5 years of

experience in the international telecommunications field, with the
Section Manager position requiring 7 years of experience.

ictQATAR offers competitive, international tax-free packages.
Please send your CV and cover letter to careers@ict.gov.qa,
indicating the job code.

The Economist August 15t 2009

75




600z 35T 3snbny 3stuiouody ayjl

. . 4T1 SANINSIS
WOO'BPEUEINY MMM SV G HOLVHOTWNISNINSIS NATA
SE— WO NOILVESINNISTNINSIS AWM
L8EL'ZBY ALY’ 1Y WS WOYNYD N ST0
“djey ueo wuy SEINTUTHING

F SHOUSIAM 04 JINIOSIH INPNVINLIL »
LW
AOM | SYSIA SEINSNE / WHSNVEL ZIVHOJH0D »
SHIAMY] NWICYINYD ONY 5 OSSN0 =
NOLLYHDINWI NYIGYNYD / 'S'N

men voprafiwy uepeue)
pajoadsas 2 'YELO0IY § SWRIGY

iepeued 0} ajelbiwiu)

woy puesiupuanbmmm

woojojealasuogejded mmm

*pueiq inok
ubisap 011uem |

W09'1S|WOL02a @ )| WSapjAEp

262¢ 6862 (298) L - yuws '3 piaeg
Buoy Buoy

Woo'IS|Wounsa @ Jeqnyyleq
0050-11S (212) ‘8L - 19anH yied
HICA MON

{ADVINOD ‘NOILIIS
a3iHISSV1D JHL NIHLIM 3SILY¥IAAV OL

WO09'}S|WOU0a @ 18je|sianl|o
80¥8 952 (02-pp) 8L - J818IS JBAIO

uopuos
ISTUIOU02]
sy

Jeuosiad B ssauisng

NOILVN ¥V ONIQTING ‘Savod LSnr LON
B0 TEUU B EUBIRIRTENUSAY (|w-3 '6222/v0LL U3
‘002$/001PL0SZ-110 ¢ "Ud'SL0 OLL- U180 MaN "BYIem( '0L-10108S ‘9% 59
IVHN ‘(f19j25) WO :UoNEJUNWIWOY JO) SS3IPPY
‘AU BIISqeM BUI Lo pelsoy aq pinom Aue j ‘wnpuebiuog/siuswipusaiuy
OICTEUUTRAM 911SQeMm |YHN 01| Papeojumop

-3
2 10 ssaippe Bumol|o] sul Lo PAUEIGO 8q ABL JUBLUINOOP ddH 818|dwod By

(1Ls1 0091 01dn) 60°80'vZ | UoISsSIWNS 0} 8jeg eng

(1S10041) 60'80°20 | @ousisjuo) [esodoud-aid

“e|pu| 'gL0 009 -TeuueyD ‘jediemy ‘pEOY [BLIWEYISES '9/LL
‘panwry |rey one freuueyd 'Aing |epseds uo 18aW0

"LONBIYI[END-81d J0j UOHENAU| BUi |0 S|IEI8p 10}
uj'AcB-||Bi0N8WBLUUBYD MMM 10 upAoB-u)’'siepual MMM 1ISIA B5e8|d

(LsI) sinoy 00" Lk
oidn ‘600z Jequeides gz Si uoissiwANg 10} 1ep anp aul pue (1s))
1IN0y 0O LL 18 6002 1snBny gL uo pajnpeyss ueaq sey Bunesw Od eld

‘oS [BUUBYD
10) Ajddns pue Bunssl 'Buunjoejnuewl 'ubisep %00is Buijjos sabuassed
10} seiuRdwIod ¥oois Bujjjos peousiadxe pue usladiiod wolj uonespjenb-aid

(1S1 0011) B0'80"PZ ©1 60°L0°VE WO juswinoog d4H o anss|

10) suoneodde salaul Bpu| ‘lRULEYD ‘Pelw|T IBY OB [BUUBHD

RIPU] ‘PANWIT [IBY OAJJA TRUUAY) @

Jepun se s| 8|npeyos eyl 'siseq (0480)
uopeiedQ pue asueul ‘ping ‘ubjsag uo (ddd) diusieuned aleAld 3119nd
1apun syo0foid AemyBiy 1euopep jo sebes uopeiedo pue UOHONIISUOD
quawdojeasp Bupnp siugnsuo) Ajejes jo sjuawubisse oyl Joj siseq
(sg00) uopoales peseg 1so) ¥ AenD U0 paID8jes UsUl pue paisii-loys
Bumab Jo] suopeziuebio /sl paousyedxe eyl woi) sjesodosd sajiaul [YHN

J8iseq 048Q vo s18old ddd.
10} sueynsuo) Aisjes jo Buysii-uoys
(Buippig 2annadwog [euonBUISIU|)
SIVSOd0OHd HO4 NOILY.LIANI

(sAemyBiy pue podsuel] peoy jo Ausiuin)

wipuy Jo Ayrioyny sAomybiy jpuorjoy

WO SpHGOMYLE % b 1‘1.'11' JaBjuoh)

s10-ow/ap-Ajuoigne-pod-Dinguiet mmam Jisia asea|d uogELUIOjUl BIOW 104

BanquieH Jo o4 $S920.d uoe3NSUOD 1} IEN

‘yod |esianiun e se uonisod s Binguie 812pl|osuo el
sauISNpuUI JO Xiw aAldeie ue Buunsus pue sqol pajjys
Buneaso ‘Bujpuey obied apisiaiem u| seibisuis Buiouey
-Us Uo 8n20j Jenaiued aoejd 03 Wi BAA JUNCD9E Ol
AuiqeuipiSns aininj pue SUOHEISPISUOD [BIUBLILIOIAUD
Bupie) ajlym Apuaioye alow s ayy @sn 0] Jebiey anQ

A|Buipioode [euiLB] mau au) ubisap pue
siuswWwainbal sullLIBIap 0} SN ajqeus | ainpasoad siy|

sjuedippied jesew pue suadxa Jo 8410 |euoiEuIBiul "PROIG

e jo suonsabbns pue seap| 8y Aq pasdsul ss2004d uonelNSu0d

1osew e osfoad sumoannseyu) enbiun sigy ul dais 181y 3y

‘sanpasosd aannadwos e u) Jojesado sumny e

108|8s 0] pUe 31is 218308y §Z| Syl aunjonnysas 0} Bujuued Agusiind
SI (Y H) Auoyiny Hod BinquieH '(S10) 4epiemulalg [eululia]
[enues ay) :BiNquIBH JO LO4 B3 Jo Leay ayj je Jybu pa1eoo’

j2aning ayy Buideys ul sn ujop

SI9puad) o




" g : - 3 The Ec ist August 1st 2009
Economic and financial indicators il
Dt o Output, prices and jobs
There was some good news from America’s s sl
housing market. Sales of new single-family Gross q::lmﬂc product production Consumer prices Unemployment
homes increased by 11%in Juneto anannual latest __gtr 2000t 20101 latest latest _yearago 20091 _ratet, %
rate 0?384.000. However, this was still UHM States -2.5m -5.5 -2.7 +2.0 —-13.6 Jun -1.4 Jun +5.0 -0.4 9.5 dun

2 2 Ja‘?an _-Bam  -14.2 -6.1 +1.0 2340w =11 My +1.3 -1.1 5.2 May
21.3% lower thanin June 2008. The prices of P R g e o S gt

houses in the 20 largest cities rose by 0.5% Bm o e b 55 .

: < X 602 =3 -3, ) 183t +3.8
in May, according to the s&p/Case-Shiller i Y ﬁ to‘;a E a5t
index, the firstincrease since July 2006.

Prices were 17.1% lower than a year before,

Anindex of American consumer confidence
fellto 46,6 in July from 49.3in June, said the
Conference Board, a research group.

New orders for durable goods in America
| declined by 2.5%n Juneto $158.6 billion, N300 _J4_ 3L 02

ey oA ety SRR St RS SO TS S ]

| gestdeclines were in orders for transport i T T I e I S N X E Y

equipment. Orders for other durable goods Norway S R s ST e b 3 s A

increased by 1.1%. Poland 080 a0 15 43 . 435w 46 25 10.7 3untl]
| Russia . 0m 01 na 10 425 121k 1100w #152  +121 833wt
| Japan'sindustrial output wentup by 2.4%in  Sweden Es0r 3 TR WAL <210 May | 0.6 443 . -0.3 9.8 3unit
| June. Although this was the fourth monthly  Switze 2401 ~16. =22, . =10 Jun

riseinarow, output was 23.4% down ona urkey 13, 5.6 +2.2 AMay  #5.7 0un

year earlier. i . \ : 36m  +L502

Britain’s 6op fell by 0.8%in the three
months to June, having declined by 2.4%in
thefirst quarter. The economy shrank by
5.6%in the year to the second quarter, the
largest contraction since comparable records
beganin 1955.

158 2008"* N3

The annual rate of consumer-price inflation
in South Africa fell to 6.9%in June from 8%
in May.

Hungary’s central bank lowered its key BRI 8.2 % A28
interest rate by a percentage pointto 8,5%. ~ Venezuela  _ s03a  na AL -2.1

Egypt +4.3 M na +4.0 +3.8 ;
Israel 0.6 <36 =10 46 o8Ny ..
Saudi Arabla +4.2 2008 na -1.0 +3.1
South Africa -13m —6.4 -2.2 +3.1 -17.1 May +6.9 Jun +12.2 +6.6 23.5 Martt
*3% change on pravious quarter, annual rate. TThe Economsist poll or Economist Intelligence Unit estimate/forecast. {atioral definitions.- SRPTinflation
| fate <16 #n Juite. * *Voar ending June. ¥ Latest three months, Hhot Ay ndjusted. ** *Centred 3-manth avorage

The Economist commodity-price index

2000=100
- % change on
one ane
Jul21st  Jul28th* month  year
_ﬂueamuuntsofmmal, ohm Dollar index ;
. hbmwhhl&moaammmm Alitems 1831 1867 _ 2.0 =256
, ﬁ2tf1!l"ﬂ:1»iiltwmragnﬂ'i,?"%ﬁmf otel ' food 196.8 197.7 =28 <218
|  fori Industrials
' All 165:5 1726, #4102 305
' Nal 1368 1304 4126 -31.4
Metals 181.1 1919 +9.3  -30.2
Sterting index
Allitems 168.7 171.9 #2.0  -10.5
I a.s%permrbetWeenM' 17. Euro index ' .
Growthmpo’denﬁalmtpﬂvéllmmge Allitems. 1190 11238 10 -182
3.1%"159!5 Poland, and 2%in Gold
) : 3 | $ per oz 949.00 953.65 +1.7 +3.9
 WestTexas Intermediate
Sperbarel 6478 6731  -38 449
*Provisional ! Non-food agriculturals.
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A
LIFE. CULTURE. STYLE.

Summer issue on sale now

! 2009=19847 ccrv ovir rurom

Subscribe to Intelligent Life for only €22.50

and save 25% on the cover price.

Subscribe online at www.economistsubscriptions.com/intlife and enter: TBJF

orcall+44 (0)114 220 2404
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