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HMRC has rules on tax avoidance
From Mr Giles Bergne.

Sir, Surely the manipulation of
transfer prices between divisions
in the same company (or companies
in the same group) purely to
minimise tax bills is a tax avoidance
scheme (report, January 4). As such
it comes under the UK’s general

anti-avoidance rules, so HM Revenue
& Customs should be notified in
advance and give its approval;
otherwise, the company must suffer
the consequences (fines and tax
recovery).
Giles Bergne,
Farningham, Kent, UK
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LETTERS

Longterm valuations: where we are
From Mr David Brief.

Sir, In your editorial “The risky
heights of US shares” (January 6),
you note that “long-term stock
valuation is controversial”. This is
not quite right. Long-term stock
valuation is only controversial
because short-term conclusions are
drawn from it by commentators.
Valuations are not at a level “where
share prices would usually be
expected to start falling” but at a
level where it is pretty safe to say

that long-term real returns from
equities will be well below average
and worse the higher equities go
from here. The bull market that
followed Alan Greenspan’s warning
in 1996 showed the failure of
cyclically adjusted price/earnings
multiple (Cape) as a short-term
indicator of value but its peak
ushered in a dreadful period for long-
term real returns.
David Brief,
Norwich, Norfolk, UK

Any apologies for Vietnam war should come from Hanoi
From Mr Allan Wendt.

Sir, David Pilling, in “Shunning
Yasukuni would be one way of
saying sorry” (January 2), invokes
wartime atrocities going back to 1919
committed by Britain (in India),
Japan, and Germany and whether or
not apologies were forthcoming. He
then takes the US to task for not
apologising for the Vietnam war.
This is a preposterous distortion of
history.

US involvement in Vietnam began
with the Kennedy administration,
which had 16,000 armed military
advisers in Vietnam. The US entered

the Vietnam war on a large scale in
1965 at the invitation of a sovereign,
widely recognised government in
South Vietnam going back to the
Geneva Accords of 1954, which
divided Vietnam into two sovereign
entities. Independent South Vietnam
sought to resist communist
aggression from North Vietnam,
supported on a large scale by
communist China and the Soviet
Union. The so-called Vietcong
guerrilla movement in the South was
essentially wiped out in the 1968 Tet
offensive, which revealed that the
Vietcong enjoyed no popular support

among the South Vietnamese.
Thereafter, the war in the South was
fought by North Vietnamese troops
infiltrated from the North down the
Ho Chi Minh trail or across the 17th
parallel. This veritable invasion
continued in flagrant violation of
agreements signed by Hanoi with
South Vietnam and the US in early
1973. If any apologies are due, they
should come from Hanoi for the
huge destruction and loss of life
inflicted on the South in a clear-cut
war of aggression.
Allan Wendt,
Washington, DC, US

Spendthrift approach has been tried many times
From Mr Alasdair Macleod.

Sir, Lawrence Summers concludes
that to avoid what he calls secular
stagnation the US must “raise the
level of demand at any given level of
interest rates” (“Washington must
not settle for secular stagnation”,
January 6), and he proposes this
should be accompanied by
maintaining government spending
and employment, and by stimulating
private spending.

Like all Keynesians, Prof Summers
promotes a solution while ignoring
both the cost and empirical evidence.

His spendthrift approach has been
tried many times and failed. He
glosses over escalating levels of
government debt, including the net
present value of future welfare
commitments, presumably believing
like the gambler that if you bet
enough money enough times you
will eventually win.

The idea that the central bank has
the ability to manage the level of
demand through interest rate policy
is a joke as old as the Fed itself.
Instead the Fed presides over ever-
increasing bubbles while progressively

losing control over demand with
every successive credit cycle.

Prof Summers’ solution is old
Keynesian hat, and if implemented
will eventually destroy the currency.
The only solution to the US’s
economic ills is to face up to the
painful reality that government
profligacy must be abandoned and
the currency stabilised with sound-
money policies.
Alasdair Macleod,
Head of Research,
Net Transactions,
St Helier, Jersey, CI

Willingness to pay
is a f luid concept
From Dr Andreas Hinterhuber.

Sir, Ira Sohn (Letters, January 3)
suggests that asset values are
determined by cash flows. He
dismisses the intuition of his
students “that rents associated with
the Empire State Building are high
because the value of the building is
high” as incorrect. A qualifier is, I
fear, due.

For commodities, asset values, in
fact, tend to reflect cash flows, if
markets function properly. Prof
Sohn’s point here is well taken: the
price of a cow is equal to the
discounted sum of expected milk
flows plus any residual value. But
prices of differentiated products or
services reflect the subjective
willingness to pay of market
participants: any marketing
professional worth his or her salt
knows that willingness to pay is a
fluid concept, subject to creative
manipulation (Apple seems to have
digested this notion superbly well).
Rents in the Empire State Building
are high precisely because the
building has a high value, which
reflects its uniqueness and beauty.

Let us be clear: subjective
perceptions determine asset values
for differentiated products. That
nearly all products can be
differentiated is then the subject of
another lesson.
Andreas Hinterhuber,
Partner,
Hinterhuber & Partners,
Innsbruck, Austria

Social dumping is
making us poorer
From Mr Erik Østergaard and
Mr Søren Hyldstrup Larsen.

Sir, You report (“German meat
industry stirs debate on low pay”,
December 28) on the plight of low-
paid workers in the German meat
industry. It is far from being the
only industry facing these social
problems.

For several years, especially during
the financial crisis, it has become
obvious that further and untamed
liberalisation can result in making
us poorer within the EU. This is a
new orthodoxy. And one that only a
few would have dared to express just
a few years ago. Your report is but
one example; a recent joint letter to
Siim Kallas, Europe’s transport
commissioner, from seven European
ministers for transport and logistics,
is another. The signatories are the
German minister for transport and
ministers from France, Italy, Spain,
Finland, Belgium and Denmark.

On the matter of “social dumping”
– using cheap labour from poorer
countries at the expense of local
workers in richer nations – and
regarding dysfunctional rules for
liberalisation of foreign trucks’ rights
to shift loads within countries they
are visiting (so-called “cabotage”),
the ministers claim, rightly, that
“currently, national transport
industries in many parts of Europe
are under pressure because of the
differences in social conditions
between the member states.
Cabotage is one of the prime
contributory factors.”

With sky-high and alarming figures
on unemployment, especially among
the younger generations in the EU, it
should be close to common sense
that Europe has to realise that
creating new jobs is important and
necessary – but it is plain stupid if
you do not at the same time protect
the jobs you already have from
social dumping. Your report and the
joint letter illustrate that more and
more countries seem to realise this,
whether in the meat industry or in
transport.

The ministers make it clear that in
order to prevent social dumping
where the market is not harmonised,
enforcement of existing provisions
plays a crucial role. They point to
the current situation in transport,
where the national industries in
many parts of Europe are under
pressure because of differences in
social conditions between member
states.

The ministers suggest a number of
necessary and important steps that
can be taken for road transport: for
example, preventing the
circumvention and misinterpretation
of the present regulations; that only
honest and genuine transport
operations be given access to
cabotage operations; uniform
enforcement across the EU; and
prevention of social dumping in the
area of transportation.

We should salute these ministers
for addressing this important matter.
This is a huge step forward in the
fight against social dumping and the
erosion of fair and regulated
conditions for European business. If
this fight is lost, Europe will
continue to move in the downward
spiral described in your report, with
a workforce deteriorating under
socially unacceptable conditions and
companies forced to break rules and
regulations in order to compete.
Erik Østergaard,
CEO, Danish Transport & Logistics
Association; Chairman, Nordic
Logistics Association
Søren Hyldstrup Larsen,
CEO, Nordic Logistics Association

Democracy is one of the walking dead
From Mr Bob Nelson.

Sir, I fear Tony Barber is behind
the times and beside the point (“To
revive trust in Europe, rebuild faith
in democracy”, January 3). There is
a profound political consequence of
our modern “knowledge explosion”
that has yet to be widely recognised,
as exemplified by Mr Barber’s blithe
assumption that more democracy is
always better.

The founders of our “modern
occidental world” – France’s
philosophes, Britain’s “Members of
the Royal Academy”, America’s
Founding Fathers – were men (and a
very few particularly enterprising
women) who “knew everything”. If
you Google “the last man who knew
everything” you’ll find several
candidates, but none is modern.

Human knowledge has vastly
outstripped the capacity of any
single human. It takes decades of
study and practice to acquire
expertise in each field of knowledge
and there are dozens.

“No one can know everything”
seems like an obvious statement, but
it is in fact quite a recent situation.
The men who wrote the Constitution
of the United States of America
“knew everything”. As a group, they
held all human knowledge:
economics, physics, medicine,
geology – everything! When those

men decided policy, they could – by
themselves – take account of “all”
human knowledge.

Back then, any determined person
could collect all the knowledge
needed to competently understand
the policy decisions that a
government might be called to make.
Not incidentally, human population
and human technology were still
such that the Earth could digest any
negative consequences of erroneous
decisions. Democracy could be
effective, back then, because the
“demos” could be competent.

That is no longer true. The demos
has absolutely no chance of being
competent on all the complex and
interlocking topics of today’s world.
If an incompetent demos tries to run
the world, the inevitable result is
erratic, erroneous policy with no
basis in fact: Tea Party America.

“We” are not competent to decide
policy. Yet there is no public debate
on how best to choose the experts
who inevitably must decide and
manage policies. Choosing our
mandarins is all that the demos can
hope to accomplish with any degree
of competence.

I fear that democracy is a zombie.
Walking dead. And we have yet even
to begin to discuss its replacement.
Bob Nelson,
Calais, France
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Notebook

An ever closer call
for Britain’s union
The day the union between England
and Scotland came into force, May 1
1707, was marked by a gruesome
event in Edinburgh. James Douglas,
Duke of Queensberry – known as the
Union Duke for his role in creating
the United Kingdom – was away
celebrating the union in London
when his mad son escaped, killed a
kitchen boy, roasted him on a spit
and was discovered as he sat down
to his repast. Scots said it was
judgment on the father for his part
in the union.

That tragedy aside, while there
was rejoicing in London, the mood in
Scotland was sombre. Many felt their
leaders had been bullied and bribed
into submission. More than 300 years
on, Scottish voters will be asked in a
referendum on September 18 2014
whether they want their nation to be
independent again.

The chances are they will vote No.
Recent polls have averaged 31 per
cent Yes, 49 per cent No and just
over 20 per cent don’t know; it is
hard to see what might change this.
But it is worth reflecting on how

Alex Salmond, first minister in the
devolved Scottish government, has
taken his pro-independence Scottish
National party from a marginal force
to being the governing party in a
generation.

For decades, it seemed like an anti-
English movement driven by
grievance. It was formed in 1934
when the National Party of Scotland
merged with the Scottish Party.
Douglas Young, SNP leader from
1942 to 1945, was jailed after refusing
to be conscripted in the British army
and campaigning for others to do so.

A breakthrough came in 1967 when
Winnie Ewing won the Hamilton by-
election. At the October 1974 general
election the SNP polled almost a
third of the votes and returned
11 MPs to Westminster, boosted by
claiming that newly discovered
North Sea oil was “Scotland’s oil”.
That surge later faded.

Billy Wolfe, leader in the 1970s,
developed the SNP as a left-of-centre
party to take on Labour, but there
were ideological struggles with right-
leaning colleagues. Members of the
79 Group tried to push it further left
and were briefly expelled, including
Mr Salmond. When he became leader
in 1990, the party had only four MPs.

The creation of the Scottish
parliament in 1999 gave the SNP a
platform. Mr Salmond has broadly
maintained its social democratic
stance while wooing more
conservative voters, such as small
business owners. He has promoted
optimism about Scotland’s future
rather than anti-English sentiment,
helping him to form a minority

government in 2007 and a majority
in 2011.

Even if he loses this referendum,
many believe the SNP could still do
well at the 2016 elections to the
Scottish parliament at Holyrood
because the opposition is weak. That
does not mean a second
independence referendum will
quickly follow, though there might
eventually be another. Quebec had 15
years between its two referendums
on secession from Canada, in 1980
and 1995 – both resulting in a No,
but the latter very close.

Business brains
Entrepreneurs’ brains really are
wired differently, according to
experiments by Peter Bryant and

Elena Ortiz-Terán of IE Business
School, Madrid, reported in a
Harvard Business Review blog.

Sixty people, half of them
entrepreneurs, were shown images
on which the names of colours were
written in discordant colours. For
example, the word red might be in
blue. Participants had to distinguish
between the word and the colour.

Brain activity was measured. In
the initial stage, entrepreneurs were
quicker to respond, while the others
tried to resolve more of the
ambiguity before continuing. In later
stages, the entrepreneurs thought
more intensely about the problem
after they had already embraced it.

This is seen as supporting the view
that entrepreneurs frequently seize
an opportunity without fully
analysing it. So are entrepreneurs
born rather than made? Not
necessarily. The authors say they
believe that, while there is a genetic
component, early learning and adult
experience in decision-making play a
role. “The brain is not hard wired, it
is richly complex,” they add.

Ashes to ashes
Could this widen cricket’s appeal?
Church of England priests play the
Vatican, including priests from India,
Pakistan and Australia, at Lord’s in
London next September. Suggestions
that the umpires could be Muslim or
Jewish are being played down: their
faith will not matter as long as they
are seen as fair.

brian.groom@ft.com

Brian Groom

Osborne raises
the deficit bar
Chancellor should not fetishise pursuit of a budget surplus

Britain’s next general election is
not due for another year and a
half, but George Osborne is
already on manoeuvres, busily
drawing up dividing lines between
the ruling Conservatives and the
other political parties.

In his first speech of 2014, the
chancellor insisted that, if the
Tories are re-elected, they will
reduce public spending further,
including £12bn in further cuts to
the welfare budget. Provided that
growth does not disappoint, these
savings would ensure that Britain
ran a budget surplus by 2018-19.
The chancellor would then make
good on his aspiration –
announced last September – that a
Tory administration would bring
the public accounts back into the
black by the end of this decade.

The political calculations behind
Mr Osborne’s pledges are not hard
to discern. He wants to outma-
noeuvre Labour as well as his coa-
lition partners, the Liberal Demo-
crats. Mr Osborne hopes that his
opposite number, Ed Balls, will
not match the commitment to bal-
ance the books as quickly. This
would leave the shadow chancel-
lor open to the accusation of being
a reckless spender. And while the
Lib Dems are eyeing a budget sur-
plus before the end of the decade,
they want to get there by raising
taxes as well as cutting spending.
Nick Clegg, deputy prime minis-
ter, immediately attacked the
Tories’ proposals as “unfair”.

It may make political sense for
the chancellor to frame the debate
around the management of the
economy, where polls show the
Conservatives are stronger. By
advocating steeper cuts to the wel-
fare budget, he is also striking a
chord with the electorate which
has become increasingly impatient
with the cost of Britain’s safety
net. However, the economic logic
underpinning this plan is less com-
pelling. Take, for example, the
promise to bring the public
accounts into the black by 2020.
Since the UK still borrows more
than £100bn a year, continuing to

reduce the deficit is a sensible
direction of travel. A budget sur-
plus would help to cut Britain’s
large national debt, allowing the
government to spend less on inter-
est payments. However, it would
be wrong to fetishise this target if
the economy disappointed. The
chancellor would then need to
wield his axe more brutally, dam-
aging growth.

Mr Osborne’s view that a signifi-
cant proportion of future savings
should come from the welfare
budget is also contentious. The
main problem here is that the Con-
servatives are mainly targeting
working-age benefits. True, there
is no formal commitment to pre-
serve the ringfence the coalition
has erected around the free perks
enjoyed by the elderly regardless
of their income – for example the
winter fuel allowance. On Sunday,
however, David Cameron, prime
minister, pledged to protect the
“triple lock” on state pensions.
Under a Tory administration, these
would rise by at least 2.5 per cent a
year until 2020.

This leaves Mr Osborne with
only about half of the £200bn wel-
fare budget to cut from. Squeezing
a further £12bn from this will not
be easy. More sensible – and gener-
ationally equitable – would be to
spread the pain across all benefits,
including pensions. There is also a
case for reviewing some depart-
mental spending. The pledge to
ringfence some departments – for
example health and international
development – looks increasingly
anomalous.

Throughout this parliament, Mr
Osborne has been caricatured as a
stubborn and ideologically driven
politician. In reality, he has dis-
played considerable flexibility,
allowing his deficit targets to slip
when pursuing them would have
posed too big a risk to demand. As
he prepares the ground for the
next election, Mr Osborne should
not abandon his pragmatism. The
economic outlook is still too uncer-
tain to make commitments that
could prove impossible to deliver.

The Common Man
takes on India’s elite
Country heads for a turbulent and uncertain election

A general election in India, the
world’s largest democracy, is
always remarkable to behold – and
this year more than ever. This is
not just because India now has
nearly 800m eligible voters, an
electorate more than double the
entire population of the US. It is
also because India is heading for
one of its most uncertain national
polls in decades, one set to be dom-
inated by public anger over crony-
ism in government and the coun-
try’s appalling public services.

For the past 10 years, India has
been ruled by the Congress party,
the centrist reference point of
India’s democracy. But under
Prime Minister Manmohan Singh,
Congress has become mired in cor-
ruption scandals and lacklustre
economic management. For
months, the assumption has been
that the man to beat in poll, which
must take place by May, will be
Narendra Modi, prime ministerial
candidate for the Bharatiya Janata
party, India’s Hindu nationalist
opposition. He presents himself as
a new strongman of Indian poli-
tics, one who would run India as
effectively as he has run his home
state of Gujarat.

However, victory for “the Lion of
Gujarat” is not completely guaran-
teed. In recent weeks there has
been an unexpectedly strong show-
ing by the Aam Aadmi – or Com-
mon Man – party, an anti corrup-
tion movement. Its stunning per-
formance in state assembly elec-
tions in New Delhi has led
pollsters to wonder whether the
AAP might ultimately block Mr
Modi’s chances of forming a gov-
ernment. It is too early to know for
sure. But the sudden emergence
centre stage of a political party
formed just one year ago signals
how much the Indian middle class
wants the status quo to change.

If India’s voters are angry, much
of this is directed at Congress and
the out-of-touch Gandhi dynasty.
Manmohan Singh is an erudite and
morally upright figure. But in
recent years he has been appall-
ingly passive in the face of ram-
pant corruption inside his govern-
ment. Rahul Gandhi, now the most
likely prime minister candidate for
Congress, is nowhere near demon-
strating the political energy

needed for the job.
India’s voters are also incensed

about the state of the economy.
India’s once vibrant growth rate
has fallen by half in recent years
to 5 per cent per annum. Some 10m
Indians enter the workforce each
year with little hope of a job. Wide-
spread fury over the dire state of
infrastructure and services is one
of the main reasons why the Com-
mon Man party is surging.

But despite that success, the big
question at this election is whether
Mr Modi will be the man to capital-
ise on public dissatisfaction. He
remains the central figure in
Indian politics, the one dominating
the national conversation. His
appeal has much to do with his
economic success in Gujarat,
which has seen GDP growth of
about 10 per cent a year since he
came to office in 2001 (higher than

India as a whole). His supporters
say that record of success can now
be exported across India.

Yet huge questions hang over Mr
Modi. First and foremost is the
pogrom against Muslims in
Gujarat that happened on his
watch in 2002. He has not been
found guilty of any crime but has
rarely shown any remorse for it.
There are, moreover, real doubts
about whether he can be an effec-
tive leader at a national level,
given his reputation as an auto-
cratic loner who rarely delegates.

India needs a leader who will
give the country a new direction,
build public confidence and sweep
out corruption. But it is a complex
and heterogeneous country of 28
states and needs a prime minister
who can also unify the nation.
Indians may be tired of the passive
figure of Mr Singh and have an
unclear picture of what Congress
now stands for. But Mr Modi must
prove in the coming campaign that
he has a vision for India beyond
aggressive Hindu nationalism.

Fury over the dire state
of infrastructure and
services is why support
for the party is surging
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Neuer Stempel
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LETTERS

The ‘people’ have
largely caused the
pensions problem
From Mr Alan H Schechter.

Sir, In “Day of reckoning”
(Analysis, December 30), you present
a thorough analysis of the extent of
the crippling pension exposure
confronting US states and
municipalities.

These pensions resulted from
unions pressuring over-sympathetic
politicians into granting benefits that
were far beyond the government’s
ability to fund.

You end with a quote from a
municipal worker in the city of
Chicago, commenting that “the city,
the county, the state, the Feds – they
didn’t do what they were supposed
to do”; which is true, in that
government did not refuse to
guarantee unrealistic retirement
benefits far in excess of its capacity
to fund those benefits.

The municipal worker goes on to
say: “The people who earned the
pension – they did everything right.”
Unfortunately, this leads your article
to the wrong conclusion.

The “people” were to a great
extent the cause of the problem, in
that unions engineered the election
into office of politicians who were
thus obligated to them and
predisposed to granting incredible
retirement benefits. These benefits
created decades-long financial
liabilities that were completely
out of proportion to the
employment tenure and salaries
of the workers.

Europe is no stranger to this
problem. It is now obvious that it
exists to a devastating extent in the
US as well.
Alan H Schechter,
New York, NY, US

Another confusing
American habit
From Mr GB Dawe.

Sir, There is a perfectly good word
in the vocabulary of cricket that
makes it unnecessary to import
“backstop” from baseball (Letters,
December 23 and 30 and January 2).
That word is “long-stop”.

Your correspondents might now
move on to consider and oppose
another American habit which
impedes understanding: the
identification of “few” and “several”.
“Few” is the right tool for some jobs
and “several” for others, and
Financial Times writers are among
those who don’t always remember it.

Neither word implies a particular
quantity (of years, events, objects or
whatever) but to an English speaker
“few” suggests that the number is
small and indeed tending to
insignificance, whereas “several”
indicates something more substantial.
Therefore when an American
reviewing the state of the world
writes of some recent development
as having occurred over “the past
several years”, the English reader is
likely to be uncertain of what he
really means, or positively misled.

As a New Year resolution, how
about giving up “decade”? This
wretched word has become modish
in newspapers and broadcasting. It
appears most frequently as a
measure of time and offers nothing
except an illusion of learnedness. It
has to be brought to earth by a
hurried arithmetical translation, and
I should not be surprised to find that
a large number of citizens never get
as far as that because they aren’t
sure what “decade” means anyway.
GB Dawe,
Bushey, Herts, UK

Who knew a cow
was a valuable
educational tool?
From Prof Ira Sohn.

Sir, I was not too surprised to
learn that the rates of return on
owning cows in India were negative
as reported in a study cited by Sir
Samuel Brittan (“Cattle look good
on gift cards, but look like poor
investments”, December 27), as I was
reminded of an amusing story about
a gift horse that was presented by
an Arab notable to Dr Chaim
Weizmann, the first president of
Israel. The president instructed his
staff to thank the sheikh for the gift,
but in the end the horse had to go;
as he explained, “a gift that eats is
not a gift”.

On the subject of determining
asset values, I always ask my
students if the price of the Empire
State Building is high because the
rents are high, or vice versa, the
rents associated with the Empire
State Building are high because the
value of the building is high?
Invariably, most initially choose the
latter. For reasons that are
inexplicable to me, when I ask them
the same question but substitute
“cows” for “the Empire State
Building” and “milk, manure, and
calves” for “rents”, their responses
immediately reverse: asset values are

determined by cash flows, not the
other way around. I never knew
cows could be such a valuable
educational tool, especially with
students who most likely have never
seen a live cow!
Ira Sohn,
Professor of Economics and Finance,
Montclair State University,
Upper Montclair, NJ, US

Weizmann: horse was not a gift

It seems there’s simply no satisfying your cranky Mr Clark
From Mr Robert Gallagher.

Sir, Andrew Clark’s “Three score
and two variations” (December 27),
on András Schiff at the Wigmore
Hall, was one of the most
exasperating reviews I’ve ever read.

Schiff is “at the peak of his
powers”; “thrilling”; pulled off the
programme “effortlessly”; showed a

“playful fluency”; sounded
“impeccably crisp”; and “always
communicated a musicianly sense of
line”.

But all that was not enough
for Mr Clark. The performance was
missing “a touch of humanity”.
What was Schiff supposed to do to
convey that “humanity” – hit a

wrong key now and then?
To say that Schiff was “putting

himself on a pedestal, basking in his
own glory” and “emphasising self-
satisfied virtuosity” sounds just plain
cranky.
Robert Gallagher,
Thomson Reuters,
New York, NY, US

Unfair tax burden is to blame for gross inequality
From Mr John Read.

Sir, Reading Michael Meacher’s
letter (January 2) regarding his ideas
of reducing the extraordinary
disparity of earnings between the
highest and lowest paid workers
gives the impression that he has
little idea about how an economy
works.

Placing the blame for this situation
on capitalism while ignoring the ever

changing and distorting effects of
rules and regulations on its
operation, including an increasingly
complicated and onerous tax system,
is rather like blaming runners for
running more slowly when you force
them to run uphill.

Sadly, Mr Meacher’s views will
tend to be widely approved by lower-
paid employees who cannot earn as
much as they should because of the

burden of taxation on what they
earn and spend while the wealthy
can adjust what they do to optimise
their incomes both here and abroad.

Until we have a fairer playing field
for the interests of landowners,
labour and capitalists, real
improvement is likely to be a
mirage.
John Read,
London NW11, UK

Not such a great
challenge after all
From Prof Costas Milas.

Sir, In “Mapping out 2014”
(December 31), FT journalists are
trying to predict the answers to 13
questions. The challenge seems a big
one but, as it turns out, it is not.

Twelve out of the 13 questions
require a mere yes/no answer (only
the question related to the winner of
this year’s World Cup is a rather
tricky one). Therefore, assuming
purely random draws, FT journalists
have a 50 per cent chance of getting
the 12 questions correct (that is, six
out of 12) and therefore at least a 46
per cent chance (six out of 13) of
“predicting” 2014 correctly. Arguably,
the “predicted” performance of the
FT is somewhat disappointing since
the newspaper is the world’s leading
financial/political affairs voice.
Costas Milas,
Management School,
University of Liverpool, UK

US insurers are
going to require
huge subsidies
From Mr Robert M Sussman.

Sir, Your report “Obamacare faces
milestone problems” (December 30)
deals with the issues with the law
over the next six months but fails to
address the bigger problem: the law
is unworkable without huge
subsidies to insurance companies.
Such subsidies would violate the
president’s pledge that the Affordable
Care Act will not increase the deficit
one dime.

It’s already obvious that young and
healthy people will not sign up for
Obamacare in the numbers needed to
subsidise the law. Why would men,
or women who are not child-bearing,
want to pay for lactation or
maternity benefits? Without younger
and healthier citizens paying for
benefits they don’t want and don’t
need the insurance companies will
suffer from adverse selection and
lose billions of dollars participating
in the exchanges. This will force the
federal government to subsidise
insurers to maintain their presence
in the exchanges.

Equally as ominous is that
Obamacare reduces spending on
Medicare and Medicaid by $455bn,
which will necessitate cutting
payments to doctors and hospitals to
unacceptable levels. People in these
two programmes are finding it
increasingly difficult to find doctors
to see them and the problem will get
much worse. Consumers are already
discovering that their doctors are
either not included in their plans or
have converted their practices to a
concierge system which will exclude
them.

The bottom line is that the
Affordable Care Act was poorly
conceived, understood by few
Democrats who supported it, and
disastrously rolled out.
Robert M Sussman,
Paradise Valley, AZ, US

New York Notebook

Let’s treat the
jobless like animals
I know there are those among you
who think that the US is a heartless
country. After all, because of
congressional inaction, we cut off
long-term unemployment benefits a
few days ago for 1.3m jobless people.

But let’s look on the bright side.
This misfortune is only falling on
one segment of our idle population –
the kind with two legs. We can be
quite caring as a society when it
comes to looking after the wellbeing
of workers who walk on all fours.

Just consider the crew that was
entrusted last year with some of the
toughest landscaping jobs in the
territory around Chicago’s O’Hare
International Airport. These
groundskeepers focus on the thick
scrub in areas that are hard to reach
with conventional mowers – and that
provide breeding grounds for birds
and other wildlife that can pose
hazards at an airport.

Theirs, though, is seasonal work,
and when the weather turns wintry,
there is little demand for their
services. Yet their employers are
making sure they will be in fine

fettle for the spring. During their
months of down time, they receive
regular medical care, shelter from
the elements and all the food they
can eat – which, in the case of some
of the bigger appetites in the group,
is about 40 pounds of grub a day.

Such levels of sustenance make
sense because these workers are a
bunch of animals – several dozen
goats, sheep, llamas and burros (as
small donkeys are known) hired by
the Chicago Department of Aviation
to graze on 120 hard-to-maintain
acres. They did their thing from
August until mid-November and will
resume their activities later this year
when the growing season begins,
according to a news release issued
by the aviation department.

The O’Hare grazers are now
enjoying a leisurely winter at their
home in a “no-kill” animal shelter
called Settlers Pond. The facility –
run since 1998 by a couple called
Pinky and Roland Janota on a 60-
acre farm in Beecher, Illinois, about
an hour’s drive south of Chicago –
supplied animals to the company
with the landscaping contract.

I called the Janotas this week to
see how their landscapers were doing
and got an update from Mrs Janota.
“All they do is eat, sleep and poop,”
she says. “These animals are loved –
and they know it.”

As is generally the case with
labours of this sort, the work
requires considerable sacrifices on
the part of the Janotas, who are
providing sanctuary for hundreds of
animals – ranging from the camels,
Bonnie and Clyde, to kangaroos and

the O’Hare crew. Asked how they
fund their animal rescue efforts,
Mrs Janota says: “Beg, borrow and
steal.” In addition to money raised
from donations and events and sales
at the shelter, she estimates that the
couple spends most of her husband’s
salary from his job at the
Commonwealth Edison utility on
their four-legged wards.

But the airport project shows that
when Americans extend themselves
in this way, their love produces
dividends. Productive uses are being
found for animals that in many cases
were once little more than nuisances.
Some were pets whose needs
overwhelmed their owners (a
particular problem for city slickers

who buy rural homes and think they
should own animals). Others were
abandoned. The burros were adopted
under a federal programme for
managing wild horses and burros on
US public lands.

The grazing fields of O’Hare have
demonstrated that, with the proper
encouragement, all these animals can
work together as a team. For
instance, Mrs Janota says, the goats
are relatively lazy, preferring to eat
only the tops of weeds, while the
more patient sheep will “manicure”
plants so thoroughly that hardly
anything at all will be left standing.

The llamas and the burros (the
biggest eaters, by the way) also do
their share of grazing. But there are
far fewer of them at the worksite;
their utility is in scaring away the
coyotes that in recent decades have
grown more numerous in the
Chicago area. “They are the muscle
that prevents the others from being
eaten by predators,” says Mrs
Janota, using terminology that will
be easily understood in the nearby
city of the broad shoulders. “They all
complement each other.”

If I might throw in my two
cents’ worth, I would suggest that
the work being done by people such
as the Janotas is worthy of
emulation in Washington. As
Congress gets back to business next
week, it is my hope that our
legislators will come to view
unemployed Americans as if they
were animals. It would be an
improvement.

gary.silverman@ft.com
‘More austerity, more war,

more twerking’

Gary Silverman

Southeast Asia prizes its Chinese ties
From Mr Pierre Kiecolt-Wahl.

Sir, I appreciated Jeremy Grant’s
article “Marubeni sets sights on
Asean” (December 16). Michihiko Ota
is clearly an experienced individual
and Marubeni one of the Japanese
conglomerates most capable of
capturing opportunities presented by
the region.

However, Mr Grant’s observation
that Marubeni’s Asean shift comes as
Tokyo is ramping up a broader
political and economic tilt towards
southeast Asia – as a counterweight
to Beijing – suggests that Japan may
be failing to recognise a crucial
characteristic in the economic fabric
of the region: it is Chinese-origin
entrepreneurs that account for a
significant proportion of production
in the Asean economies.

This is revealed by simply
examining the companies mentioned
by Mr Ota as potential Marubeni
clients in Mr Grant’s article: “ . . . the
Astra and Salim groups in Indonesia;
Charoen Pokphand, the Thai
agribusiness; San Miguel of the
Philippines and YTL Corporation in
Malaysia.” All but one of these large
and successful conglomerates can
trace their origins back to an
immigrant entrepreneur from
mainland China. And anyone who
has visited the corporate offices of
these companies will realise that

their leaders remain attached to
their Chinese heritage.

Furthermore, as seen with Charoen
Pokphand patriarch Dhanin
Chearavanon’s $9.4bn purchase of
HSBC’s 15.6 per cent stake in Ping
An Insurance Group, these
companies are more likely to view
mainland China as a key strategic
focus, versus Japan. China will
undoubtedly be aware of the
origins of the founders, and may
therefore seek to encourage deeper
economic links precisely for the
purposes of securing greater political
influence back in their home
countries.

Thus, herein lies one of the key
challenges for Japan (and also the
US) when it comes to a strategy of
seeking to counter China via
increasing influence in southeast
Asia: key economic actors in the
region, not to mention large portions
of the general population, may be
more predisposed to China than to
Japan and the US as a result of
historical, cultural and, increasingly,
economic ties. In time, these will
probably manifest themselves
politically, which could play to
China’s benefit.

Both Japan and the US have their
work cut out for themselves.
Pierre Kiecolt-Wahl,
Sentosa Cove, Singapore

Russialed union
risks new divisions
The EU should aim to make two trade blocs compatible

In Vladimir Putin’s first two terms
as president, he set about turning
Russia into an “energy super-
power”. When the rise of shale gas
and oil in North America dented
those ambitions, he switched to
restoring Russia’s great-power sta-
tus by making it once again the
centre of a regional bloc. This is a
customs union of former Soviet
states that already includes Bela-
rus and Kazakhstan, which is due
to deepen into a Eurasian Eco-
nomic Union (EEU) in 2015.

Reintegration in the former
Soviet space is not an inherently
bad thing. International econo-
mists have agreed it could bring
benefits. The planned Eurasian
union, as its name suggests, is
aping some structures and even
regulations of the EU. Its officials
bristle at suggestions that the EEU
is a neo-Soviet project.

But the Eurasian union differs
from the EU in important respects.
The EU is a normative project,
based on freedom and respect for
basic rights, and market democ-
racy. Its post-Soviet counterpart
has no such aspirations. Indeed, its
membership looks more like a club
of dictatorships, or at least of the
kind of cronyist, soft authoritarian
regimes that now dominate the
former Soviet space. As such, the
EEU could bolster a new division
in Europe: between established
and aspiring democracies to the
west, and “sham” democracies, or
worse, to the east.

Also unlike the EU, which seeks
to restrain larger countries from
becoming overpowerful, it is clear
Mr Putin sees Russia as the leader
of the Eurasian bloc. At a summit
in October, Kazakhstan com-
plained of excessive Russian influ-
ence. When Armenia recently
switched from signing an associa-
tion and free-trade deal with the
EU to joining the ex-Soviet cus-
toms union, it was announced at a
Moscow meeting with Mr Putin,
and after intense pressure from
Russia.

This points up another issue.
The Eurasian bloc competes, in a
way Brussels never anticipated or
intended, with the EU’s Eastern
Partnership – a project to promote
European-style values in six ex-So-
viet states by offering them free

trade in return for reforms. Since
their trade rules are incompatible,
joining both blocs is impossible.

Ukraine is on the front line here.
It appeared to be swinging west,
until Russia dissuaded it – spark-
ing mass demonstrations – with
trade sanctions and later $20bn in
loans and cheaper gas prices.

In appealing to former Soviet
countries, the EU lacks the coer-
cive tools, or willingness to use
them, of Mr Putin’s Russia. It must
rightly rely on the attractiveness
of its model of society and govern-
ance. The danger is that this
model may appeal to a majority of
the population – as, polls suggest,
in Ukraine – but not to entrenched,
corrupt leaderships. The result can
be confrontation.

The EU is right to promote its
values further east, and to offer
non-members the chance to inte-

grate more closely with it. But it
should have a more clear-eyed
understanding of Moscow’s likely
response. It should offer greater
aid to offset Russian trade retalia-
tion. And it should not shy away,
as it has so far, from offering East-
ern Partnership countries the pros-
pect of future EU membership, pro-
vided they satisfy the conditions.

At the same time, the EU should
try to prevent these two blocs from
becoming mutually exclusive, by
examining ways of making their
trade rules compatible. When the
situation is calmer in Ukraine, the
EU should also consider joining
three-way talks with Russia, as
Kiev and Moscow have proposed.

This issue must be approached
with great care. European states
cannot be seen either to be bar-
gaining with Moscow or giving it a
veto over Ukraine’s future. But
Europe spent several decades
divided between competing blocs.
The EU should do everything in its
power to avoid reinforcing a new
division of the continent.

Brussels should do
everything in its power
to avoid reinforcing a
new division of Europe

Science must win
when setting rules
New health regulations are too often driven by emotion

Governments across the world
always come under political pres-
sure to impose regulations on busi-
ness to combat new health haz-
ards, whether those dangers hap-
pen to be real or imaginary. Law-
makers rarely manage to reconcile
completely the interests of groups
that are lobbying for and against
any proposed new rule.

Yet as 2014 begins, senior gov-
ernment officials in many states
might consider a new year’s reso-
lution to assess the evidence of
health risks in a more coldly scien-
tific manner than they currently
do. Too often, emotions and
entrenched political views trump
scientific objectivity when it comes
to the setting of rules.

Take the vexed issue of the neon-
icotinoid pesticides blamed for the
worldwide decline in bee popula-
tions. A partial ban of these pesti-
cides recently took effect in
Europe, and environmental cam-
paigners are pushing for similar
action in the US. Yet the scientific
case against “neonics” is far from
convincing. Yes, they kill bees
under some conditions but there is
no convincing evidence that they
are the main cause of the decline.
Many factors are putting bees
under pressure, including disease
and the declining floral diversity
of the countryside as a result of
modern agriculture. The possible
downsides of losing neonics
include lower crop yields and
increased use of older pesticides
that might be more harmful to
bees in the long term.

The rapid growth in popularity
of e-cigarettes provides another
recent example of the need for
science to guide regulation. The
evidence suggests that “vaping”
offers an excellent option for
stopping people smoking and
therefore tackling the catastrophic
pandemic of tobacco-related dis-
ease. E-cigarettes deliver nicotine
without the far more toxic mixture
of other chemicals generated by
smouldering tobacco.

Even so, many regulators are
banning e-cigarettes or encumber-

ing them with so many restrictions
that they are unlikely to be taken
up on the scale required to cut
significantly the number of smok-
ers. Some seem to feel, in an
almost puritanical way, that smok-
ers must stop inhaling completely
rather than being offered a safer
alternative to cigarettes. Others
are put off by the fact that big bad
tobacco companies are selling
e-cigarettes. A more scientific
solution would be to regulate
e-cigarettes in a way that ensures
quality control and monitors their
health effects, but enables manu-
facturers to compete with tobacco
on price and availability.

Pharmaceuticals are one of the
most important regulated sectors.
And here, too, some scientific
rebalancing is certainly required.
This is needed to reduce the regu-
latory costs involved in developing
new medicines such as antibiotics,
where there is a huge need for
innovation but the potential finan-
cial reward for companies is rela-
tively modest.

Research into personalised medi-
cine should also have an impact on
regulatory practice. This is
because it is beginning to show
who is most likely to benefit from
and, conversely, most likely to be
harmed by specific drugs. This
should make it easier to avoid the
total withdrawal of a medicine
when unexpected side-effects
appear. Instead, regulators should
be more willing to inform patients
and their doctors about a drug’s
risks and benefits, leaving them to
decide whether to use it.

Emphasising a scientific rather
than a crudely political approach
to regulation does not necessarily
imply less rulemaking. But in any
evaluation, the first step should
always be to determine whether a
proposed rule really does benefit
public health. At the same time,
authorities should take a long hard
look before adding another thread
of regulation that would be diffi-
cult to remove once woven into the
ever-thickening fabric of commer-
cial law.
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