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The world this week
Politics
Sep 11, 2025 03:38 PM



Poland shot down Russian drones that had entered its air space, the most far-reaching intrusion ever into NATO territory. The Netherlands assisted Poland. Donald Tusk, the Polish prime minister, said the incursion brought NATO closer to "open conflict" with Russia. Poland had earlier decided to close its border with Belarus while Russia conducts its Zapad war games there, which simulate an attack on NATO. Analysts think the previous Zapad manoeuvres in 2021 were a training ground for Russia's invasion of Ukraine. Mr Tusk said a Belarusian spy had been arrested and a diplomat would be expelled.

At least 24 pensioners queuing to collect their benefits were killed by a Russian air strike on a village in Ukraine's Donetsk region. Russia has carried out its largest attack across Ukraine since the start of the war, hitting the north, south and east of the country with a blitz of drones and missiles and setting the government's main building in Kyiv on fire. 
Mr Macron's political fixer

Emmanuel Macron appointed Sebastien Lecornu as the next prime minister of France, after Francois Bayrou lost a vote of confidence in the National Assembly over his plans to cut spending. Mr Lecornu, previously the armed-forces minister, is Mr Macron's seventh prime minister since 2017. Adding to the upheaval, "Block Everything" protests broke out across France. Markets are unimpressed. The government's borrowing costs on ten-year bonds continue to hold above those of Greece, as investors bet that Mr Lecornu will also struggle to get a grip on France's fiscal crisis.

Sir Keir Starmer, Britain's prime minister, found himself on the back foot again about his political judgment. He was forced to sack Peter Mandelson as Britain's ambassador to America after more revelations emerged about a past friendship with Jeffrey Epstein, a deceased sex offender. The opposition Conservatives had raised questions about why Lord Mandelson was appointed in the first place. A few days earlier Angela Rayner resigned as deputy leader of the Labour Party for underpaying tax on a new home--she had been in charge of the government's housing policy. 

Norway's Labour Party won another term in office in an  election, at which the anti-immigration Progress Party doubled its number of seats in parliament and support for the centre-right collapsed. The prime minister, Jonas Gahr Store, will now rely on an alliance of smaller left, green and agrarian parties to pass key legislation.

Israel bombed a villa in the Qatari capital, Doha, where it said senior Hamas officials were meeting. Six people were killed but their identities remain unclear; Hamas insists none of its leaders was among them. Qatar, which hosts an American base and has been facilitating talks over a ceasefire in Gaza, said Israel's attack was "state terrorism". American officials denied they knew about the strike in advance. Donald Trump said that he felt "very badly" about the attack and that it did not assist Israel's or America's goals. Meanwhile, Israel carried out further strikes on the Houthis, an Iranian-backed militia in Yemen.

Israel ordered all residents of Gaza city, around a million people, to evacuate ahead of its anticipated ground offensive, Gideon's Chariots II. Binyamin Netanyahu said recent air strikes on the area, which have killed scores of Palestinians, were only the beginning of the main "intensive operation" to capture what he says is Hamas's last stronghold.

Palestinian gunmen killed six people at a bus stop in Jerusalem. The Qassam Brigades, the military wing of Hamas, said it was responsible for the attack.

The UN atomic agency claimed to have reached a deal with Iran that would give it access to Iran's main nuclear sites. Doing so might allow international inspectors to assess the damage done by American and Israeli air strikes in June and check Iran's stockpile of enriched uranium, according to the agency. Iran's foreign minister said that it had not yet agreed to allow inspectors to visit the sites.

Jihadist terrorism continued to plague Africa. The Allied Democratic Forces, which is linked to Islamic State, killed at least 50 mourners during a vigil at a church in eastern Democratic Republic of Congo. In Mali an al-Qaeda-linked group tried to block fuel from reaching Bamako, the capital; the military responded with air strikes. In Mozambique a wave of Islamist attacks in the Muidumbe district of Cabo Delgado province has displaced 1,319 people since August. Almost 100,000 have fled the violence so far this year.



Charlie Kirk, a conservative podcaster and activist in America, was shot dead at a college event in Utah. He was 31. Police hunted for the killer, a lone shooter. Utah's governor called it a political assassination. Donald Trump, who has faced two assassination attempts himself, blamed the rhetoric of the radical left for comparing "wonderful Americans like Charlie to Nazis and the world's worst mass murderers".

America's Supreme Court decided that immigration officers could continue their expansive raids in Los Angeles, lifting a lower court's blocking of the operations because of concerns over racial profiling. Other litigation is pending, but one of the justices on the Supreme Court said that for now, the officers could use ethnicity as a "relevant factor" in whom they decide to question. 
Another one bites the dust

Ishiba Shigeru resigned as Japan's prime minister. His position had become untenable following the loss of the upper house in an election in July. He was in the job for less than a year. The ruling Liberal Democratic Party will hold an election probably on October 4th to decide who Japan's fifth prime minister in five years will be. The front-runners include Takaichi Sanae, hoping to become the country's first female leader, and Koizumi Shinjiro, the son of a former prime minister.

At least 19 people were killed during anti-corruption protests in Nepal. K.P. Sharma Oli resigned as prime minister, but that did little to quell the violence. The palace that houses the prime minister's office was set on fire and senior politicians were physically attacked. A curfew was imposed in Kathmandu, the capital.

Anutin Charnvirakul was elected as Thailand's new prime minister by parliament following the dismissal of Paetongtarn Shinawatra by the Constitutional Court. Mr Anutin leads the Bhumjaithai party and must call an election within four months, according to the agreement with the opposition People's Party that pushed him into power. Thaksin Shinawatra, father of the ousted Paetongtarn, was sentenced to a year in prison after the Supreme Court decided that his spell in a police hospital did not count towards his previous sentence for corruption.

In Argentina, Javier Milei's Libertarian party was trounced in a legislative election in Buenos Aires province by the Peronist opposition, indicating that the president faces a tricky midterm congressional election on October 26th. Stockmarkets fell and the peso slumped, as investors fretted that Mr Milei's tough-love reforms may be in jeopardy. Acknowledging the defeat, Mr Milei vowed to "accelerate" his programme of fiscal rectitude.

Forty-five soldiers who had been taken captive in Colombia were released without harm. It was the latest incident of troops involved in anti-drug operations being held by locals, often under pressure from dissident rebels who are involved in trafficking. In August 34 soldiers were snatched and also set free without incident.

The final results from an election in Jamaica showed that the Labour party had won another term, though the opposition People's National Party doubled its seats in Parliament. Andrew Holness, who has been  prime minister since 2016, campaigned on a platform of reducing taxes, increasing the minimum wage and reducing crime.
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The world this week
Business
Sep 11, 2025 02:32 PM



The Murdoch family reached a settlement on who will head Rupert Murdoch's media empire when he dies, bringing an end to a decades-long succession battle. Lachlan Murdoch, Mr Murdoch's eldest son, emerged as the winner. He will take a controlling stake in Fox, which covers television and broadcast news, and News Corp, which publishes the Wall Street Journal, the New York Post, and in Britain the Sun and the Times, when his father, who is 94, passes away. Lachlan already runs the companies, but formally handing him the reins fulfils the elder Murdoch's wish that they continue to promote a "conservative voice".
What AI bubble?

Oracle's stock jumped by a third in value thanks to an "astonishing" quarter in which its expected revenue from future contracts for cloud services rose by 359%, year on year. It also emerged that Oracle will supply OpenAI with data-centre capacity in a $300bn contract. Larry Ellison, Oracle's founder, has seen his net worth grow by $191bn this year, to $383bn. He is now vying with Elon Musk for the title of world's richest man.

Anthropic's recent $1.5bn settlement with a group of authors in a copyright lawsuit was roundly criticised by the judge overseeing the case. The suit alleges that the AI startup downloaded books from pirated websites to train its models. The judge called another hearing for September 25th, to "see if I can hold my nose and approve" the agreement.

The European Commission fined Google EU2.95bn ($3.5bn) for favouring its own display advertising technology to the detriment of its rivals. Google has 60 days to tell the commission how it will remedy the situation, or else face the possibility of being ordered to sell part of its ad business. Google said the fine was unjustified and that it would appeal against it.

China's exports grew by 4.4% in August, year on year, the slowest pace by that measure since February. The value of goods sent to America plunged by 33%, but exports to South-East Asia were up by 22.5% and to the EU by 10%. Meanwhile, China fell back into deflation in August, as the consumer-price index dropped by 0.4%, year on year.



America's Bureau of Labour Statistics reported that 911,000 fewer jobs had been created in the 12 months ending March than had been thought. The revision is based on new census data and updated information from businesses. The head of the BLS was recently sacked by Donald Trump after a big downward correction to payroll numbers for May and June. The president had claimed those figures were "rigged". Meanwhile, data for August suggested that only 22,000 jobs were created that month.

A federal judge decided that Lisa Cook could continue to serve as a governor at the Federal Reserve while she fights Mr Trump's attempt to sack her. The judge ruled that because Ms Cook's alleged transgressions in filling out a mortgage application occurred before she became a governor it did not meet the threshold of "sufficient cause" that the president had used to justify her firing. The decision means that Ms Cook will get to vote on interest rates at the Fed's meeting on September 17th.

Anglo American announced that it will merge with Teck Resources, a Canadian mining company, to become a giant in the production of copper. Mining companies have tried to consolidate in recent years, though few have succeeded. Anglo fought off a bid from BHP last year and Teck rejected an offer from Glencore in 2023. Anglo Teck will have its headquarters in Vancouver, but will keep its primary share listing in London, with secondary listings in Johannesburg, Toronto and New York.

Klarna's IPO on the New York Stock Exchange made a splash. The Swedish fintech company's stock was up by 15% by the close of trading, giving it a market valuation of $15bn.

Apple unveiled the iPhone 17 and the iPhone Air, its thinnest phone yet with a width of 5.6mm. That is even thinner than Samsung's Galaxy S25 Edge, which came out earlier this year. The iPhone 17 is roughly the same price as last year's model, despite Apple's warning that it faced huge disruptions to its supply chain because of tariffs.
Slimming down

Novo Nordisk decided to cut 9,000 jobs amid intense competition in the market for weight-loss and diabetes drugs. It also issued its third profit warning of 2025. When sales surged of its Wegovy and Ozempic treatments the Danish firm increased its workforce by 75% to 78,400. But with Eli Lilly eating into its market share investors have lost their appetite for Novo's stock, which is down by 45% this year.
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The world this week
The weekly cartoon
Sep 11, 2025 03:46 PM



Dig deeper into the subject of this week's cartoon:

The Kremlin's plot to kill NATO's credibility
Putin's dangerous drone probe is a moment of truth for NATO
Would Vladimir Putin attack NATO?

The editorial cartoon appears weekly in The Economist. You can see last week's here.
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Electoral volatility 
Is British politics broken? Its centre is cracking
The two traditional parties of government are under siege as never before
Sep 11, 2025 02:31 PM



WHEN SIR KEIR STARMER was elected just over a year ago, Labour ministers warned that their government was Britain's last chance to see off populism. The political centre has sprung a leak even sooner than they feared. Just one in five voters now supports the government; Sir Keir's personal ratings as prime minister are dire. On September 5th Angela Rayner, his deputy, resigned over unpaid taxes, prompting a wide cabinet reshuffle.

The extremes, meanwhile, are all fired up. Whereas the Conservative Party is moribund, Nigel Farage, the leader of the hard-right Reform UK, told his party conference that he would be prime minister as soon as 2027. Although Reform has just four MPs, he is not delusional: were an election held tomorrow, Reform would have a coin-toss chance of a majority. Other insurgents sense their moment, too. Zack Polanski, a self-styled "eco-populist", is the new leader of the once-fusty Green Party, with a pitch to be the Farage of the left. Jeremy Corbyn, whose self-belief is undented by four and a half calamitous years as the Labour Party's leader, is running a new hard-left outfit.

Britain is not the only democracy where the centre is crumbling. On September 8th France's centrist government fell over spending cuts, caught in a pincer of the hard left and right. In Germany the established centre parties have steadily lost votes, as the political system has fragmented. The middle is hollowing out in America, too, as voters are polarised between MAGA and a mob of fight-the-oligarchy lefties. The difference is that Sir Keir still has a commanding majority in the House of Commons. He must use it.

Some believe the problem he faces is that British politics is plunged into incoherence. Voters, sick of low growth and failing public services, have become grouchy and fickle, ready to follow any party that lets them vent their frustration. The other theory is that Britons, fed up with immigration, are suddenly lurching towards nativism. Accordingly, Labour's stock is falling and Reform's is rising because voters are shifting en masse from the centre-left to the radical right. Neither theory is correct.

In fact, the Brexit referendum of 2016 accelerated a trend in which age and education, rather than class, are the best predictors of voting behaviour. Work by the British Election Study, a research project, shows how this is splitting left-leaning young graduates from right-leaning pensioners. At the same time, voters see political parties as clustered in two ideologically distinct blocs, on the left and the right.

Most of the volatility comes from Britons switching among parties within "their" bloc, not from one bloc to the other. Labour is losing voters to parties to its left; the Tories to Reform. In the general election of 2024, the two old parties won a combined vote share of 57%. That was the lowest since 1910, but it was a triumph compared with today's polls, which give them a total of just 39%.

An injection of fresh competition into Britain's stale two-party system should be healthy. Voters have been badly served; no wonder they are shopping around for something better. In practice, however, it could make Britain much harder to govern. When electoral fragmentation meets Britain's ancient first-past-the-post voting system, it produces unpredictable results. Small shifts in votes can produce huge differences in each party's tally of parliamentary seats. First past the post inflates the importance of tactical voting, further distorting the relationship between how people vote and the governments they get. When support for a party subsides after an election, many more MPs fear that their seat is in danger. This dampens the willingness to take risks. Hence, Labour is like a beached whale: it has a vast parliamentary majority, yet as its support has ebbed it has become paralysed.

For most of the 20th century, the tendency of elections to be won from the centre ground by parties with broad, stable coalitions was a force for moderate, reforming governments. But when the centre crumbles, the fringes call the shots. Prime ministers panic. They keep their bases sweet with giveaways or empty gestures. And they spend political capital to rally their base against the enemy--which is why Sir Keir is eagerly pumping up the prospect of Prime Minister Farage.

These short-term measures have tactical advantages for the centre, but they are strategically self-defeating. When governing parties put off painful reforms that take time to pay off, they forgo the progress that ultimately boosts their chances of re-election. Consider the Tories, who spent a decade seeking to outbid Mr Farage. In doing so, they turned the issue of Europe into a shrill electoral dividing line, and embarked on a senselessly "hard" Brexit. The far-reaching discontent that this caused has only fuelled Mr Farage. The Conservatives gambled their reputation for serious government to try to build a coalition that could keep winning. They ended up with neither.

That should be a warning for Sir Keir. Labour's long-term interest, and the country's, is in pursuing reforms that help revive Britain's anaemic growth and ease public anger. There are signs Sir Keir understands this. He has entrusted planning to Steve Reed, a loyalist whose mantra is "build, baby, build"; Pat McFadden, a Blairite, will encourage underemployed young people to take jobs.
The centre cannot fold

Since most of Labour's losses are to parties to its left, Sir Keir will face pressure at the Labour conference later this month to turn that way. Any cuts to welfare will face fierce opposition. Trade-union backers are growing restive. Senior Labour MPs elected on a manifesto of strengthening the mandate of the Office for Budget Responsibility, an official fiscal watchdog, are calling for it to be sidelined, so they can borrow and spend more. Take that course, and Britain's economic malaise will deepen and the causes of voters' unhappiness will go unresolved. Rather than emerging as the fixer of Britain's broken centre, Sir Keir will have wasted the best chance to save it. #

For subscribers only: to see how we design each week's cover, sign up to our weekly Cover Story newsletter.
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Burnt fingers
What if the $3trn AI investment boom goes wrong? 
Even if the technology achieves its potential, plenty of people will lose their shirts 
Sep 11, 2025 02:31 PM



IT ALREADY RANKS among the biggest investment booms in modern history. This year America's large tech firms will spend nearly $400bn on the infrastructure needed to run artificial-intelligence (AI) models. OpenAI and Anthropic, the world's leading model-makers, are raising billions every few months; their combined valuation is approaching half a trillion dollars. Analysts reckon that by the end of 2028 the sums spent worldwide on data centres will exceed $3trn.

The scale of these bets is so vast that it is worth asking what will happen at payback time. Even if the technology succeeds, plenty of people will lose their shirts. And if it doesn't, the economic and financial pain will be swift and severe.

Investors always flock to promising technologies, but the AI rush is more extreme than many past booms. Boosters say that artificial general intelligence (AGI)--models that are better than the average human at most cognitive tasks--could be only a few years away. The first firm to achieve it could reap unimaginable returns. Investors and innovators know they may not be backing the right model. But if they spend slowly and cautiously, they may as well not bother to spend at all.

Consequently, a relentless investment race is under way, with big tech firms splurging on the computing power needed to build the biggest models. A growing cast of extra players, from property developers to electricity generators, has been drawn in. Oracle is the latest to join the party. Its value surged on September 10th after it published an ambitious forecast for its AI-related cloud business, briefly turning its boss, Larry Ellison, into the world's richest man. 

No matter what happens, many investors will lose money. In the rosiest scenario AGI will arrive and usher in a new world of economic growth of perhaps 20% a year, as we wrote in July. Some shareholders would enjoy astronomical returns; many others would face big losses.

More mundane scenarios should also be considered, however. The technology may evolve in ways that investors do not expect. When alternating current eventually prevailed in America in the 19th century, for instance, direct-current electricity firms were overshadowed and forced to consolidate. Today investors reckon that the probable AI winners are those that can run the biggest models. But, as we report this week, early adopters are turning to smaller language models, which could suggest that less computing capacity may be needed after all.

Or the road to widespread adoption could be slower and bumpier than investors expect, giving today's AI laggards a fighting chance. Niggles in the technology, the difficulty of quickly supplying electric power, or managerial inertia could mean that take-up is more gradual than first hoped. As they revise down their expectations for AI revenues, many investors and creditors could become less willing to countenance huge investments. The flow of capital could slow; some startups, struggling under the weight of losses, could fold altogether.

What would such an AI chill be like? For a start, a lot of today's spending could prove worthless. After its 19th-century railway mania, Britain was left with track, tunnels and bridges; much of this serves passengers today. Bits and bytes still whizz through the fibre-optic networks built in the dotcom years. The AI boom may leave a less enduring legacy. Although the shells of data centres and new power capacity could find other uses, more than half the capex splurge has been on servers and specialised chips that become obsolete in a few years.

The good news is that today's financial system could probably absorb the blow. Some technological busts have been brutal; after Britain's railway bubble burst in the 1860s banks were left with big losses, leading to a credit crunch. So far, however, much of the investment in data centres has been bankrolled from the deep well of big-tech profits.

Although firms including Meta are turning to debt to help fund their latest investments, their lucrative businesses and robust balance-sheets mean they are well positioned to finance a technological boom. Among the keenest to provide that credit are private-market funds, which are typically funded by rich individuals and institutions rather than ordinary depositors. AI startups tend to be financed by well-capitalised venture and sovereign-wealth funds that could withstand losses.

However, trouble spots could still emerge. The more the investment boom spreads, the more financing structures could get riskier, and the more indebted firms could be drawn in. Power companies are desperate to increase their investments to supply AI with the electricity it needs; a heavily indebted utility could easily become overextended.

America's economy, too, would suffer a nasty shock. By one estimate, the AI boom has contributed 40% of its GDP growth over the past year--a staggering figure for a sector that accounts for just a few per cent of total output. If investment projects are scaled back, or ditched altogether, that will translate into economic pain as fewer data centres are built, and fewer workers are employed to build them.
Fear the burn

To make matters worse, falls in the stockmarket could cause asset owners to cut back on their spending. Because the valuations of AI-related companies have rocketed, portfolios today are dominated by a handful of tech firms. And households are more exposed to stocks than they were in 2000; if prices fall, their confidence and spending could take a knock. The poorest would be spared, because they tend to hold few stocks. But it is the rich who have fuelled consumption in America over the past year. Robbed of its sources of strength, the economy would weaken as tariffs and high interest rates take a toll.

The bigger the boom gets, the bigger the knock-on consequences of an AI chill could be. If the technology ends up fulfilling the extravagant promises that have been made for it, a new chapter of history will open. However, the story of its frenzied pursuit will make the textbooks, too. #

For subscribers only: to see how we design each week's cover, sign up to our weekly Cover Story newsletter.
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The Middle East
Israel's Qatarstrophic error 
Its extra-territorial campaign against terrorists has to have limits
Sep 11, 2025 03:35 PM



AFTER THE massacres of October 7th 2023, Israel's prime minister, Binyamin Netanyahu, promised to hunt down the leaders of Hamas "wherever they are". Israel pursued them in Gaza, Iran, Lebanon and Syria. But Qatar, where Hamas's grandees have long enjoyed a comfy exile, seemed off-limits. On September 9th that changed. Israeli warplanes bombed a villa there that was said to be hosting Hamas officials. Six people were killed, though it is uncertain if any Hamas leaders were among them. The strikes may have had tacit American approval. They are a grave error, making it harder to end the Gaza war, harming America's position in the Gulf and undermining the Abraham accords, which offer the region a better future.

It is legitimate to strike terrorists who pose a threat and enjoy sanctuary in a state that is unable or unwilling to take action against them. Israel's attacks on Hizbullah's leaders in Lebanon are a case in point. But the Doha hit does not fall into this category. Though Hamas's leaders abroad are probably involved in its terrorist operations, Israel has tacitly approved Qatar's role as their host. With America's blessing, Doha has mediated indirect talks between Israel and Hamas. The Mossad and Israel's army opposed Tuesday's strike.

After the operation, the war in Gaza is more likely to drag on. Given that peace could bring down his hardline ruling coalition, that may be why the hit appealed to Mr Netanyahu. Talks will stall in the near term (though the Qataris say they will keep trying). As Hamas's external leaders are killed, the balance of power will shift to its isolated military command in Gaza. As Israel fights on, its generals say that further battlefield gains will be marginal. But the fighting will have devastating consequences for Palestinians.

Qatar plays a double game, selling gas to the West and making investments there, while cosying up to Hamas and the Muslim Brotherhood. That approach has backfired this year, as it has been attacked by Israel and Iran. Nonetheless Qatar hosts an American military base. If Donald Trump knew of the strike in advance, he has in effect endorsed an attack on a state under American protection. If he did not, it shows that America cannot constrain Israel. Other Gulf states may conclude that American security promises are weak. The country stood aside when Iranian drones crippled Saudi Arabian oilfields in 2019, and when drones hit the United Arab Emirates in 2022.

The biggest casualty may be the reconciliation between Israel and the Gulf states, through the Abraham accords, the fifth anniversary of which falls this month. Qatar is not a signatory but Bahrain and the UAE are--and Saudi Arabia has considered a deal with Israel. The accords promised deepening economic ties and security co-operation to deter attacks by Iran and its proxies. Israel's repudiation of a two-state peace deal with the Palestinians has stretched the accords to breaking point. Now it is asserting the right to use its military power to strike its enemies in sovereign states with which it co-operates in other respects. That is an intolerable prospect for any would-be ally.

With America's enduring military support, Israel has become a regional hegemon that has crushed Hamas, defeated Hizbullah and humbled Iran. Yet in Qatar it has simultaneously isolated itself further and jeopardised America's position, with ramifications that may last well beyond Mr Trump. Hitting Hamas may serve Mr Netanyahu's political purposes and show off Israeli might. But it has weakened Israel's position and pushed the region closer to chaos. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.




This article was downloaded by calibre from https://www.economist.com/leaders/2025/09/11/israels-qatarstrophic-error



	Previous
	Articles
	Sections
	Next





	Previous
	Articles
	Sections
	Next



Europe's air space 
The Kremlin's plot to kill NATO's credibility
The alliance needs an emphatic response to Russian air incursions 
Sep 11, 2025 03:35 PM



RUSSIAN DRONES have hit NATO countries before. One, presumably destined for Ukraine, landed in a field in Poland just last month. But what happened early on September 10th was the most serious incursion into NATO territory since the alliance began in 1949. Nineteen drones were fired, largely from Belarus, a client state where Russian troops freely operate. They ended up deep in Polish airspace, where some were shot down. Others crashed, fortunately with no loss of life.

Russia says the drones veered off course because they were confused by electronic jamming. Defence experts say this is unlikely, but even if it is true it indicates that Russia is behaving with provocative recklessness. Much more likely is that Russia was deliberately probing Poland, and NATO, for weakness, both military and political, and doing so with just the sort of ambiguity and deniability in which the Kremlin delights. The alliance, and above all America's president, now face a moment of truth. Unless the response is immediate and unequivocal, weakness is exactly what Russia will surmise.

Since the invasion of Ukraine in 2022, NATO has welcomed Finland and Sweden into its ranks and set a new target for defence spending of 3.5% of GDP. But it has also tolerated years of abuses: the cutting of submarine cables; airspace and naval violations; assassinations and sabotage. The drones in Polish skies are the Kremlin's latest test. All too often, Western officials have sought to avoid "escalation". But now European citizens may fear their borders are not safe. And escalation has already come--from Moscow. If NATO signals timidity, the risk of sleepwalking into a larger war will grow.

So far the signals are mixed. European leaders have sounded appropriately outraged. President Donald Trump has sounded bemused. "What's with Russia violating Poland's airspace with drones? Here we go!" he said on social media. This is feeble. NATO should state that all incursions in Poland and other front-line states will be intercepted, overturning the practice of playing these down. It should deploy more aircraft on Baltic and Polish air-policing missions, and shift air-defence systems, providing this does not denude Ukraine. NATO should also mount a forward-defence, shooting down drones and missiles inside Ukrainian and perhaps Belarusian airspace if these are bound for NATO airspace. And NATO should strengthen Ukraine's ability to strike drone-production facilities deep inside Russia. That will involve the transfer of intelligence, components and, if needed, long-range systems.

Much of this will require more spine from Mr Trump. Despite having promised to end the war in Ukraine in a day, he has let Vladimir Putin lead him by the nose. He insisted on a ceasefire, but then dropped the idea; he threatened harsh sanctions on Russia but did not impose them; he called for Mr Putin to sit down with Ukraine's president, Volodymyr Zelensky, but then went silent on that idea, too. Mr Trump claims to hate bloodshed, but has remained passive as Mr Putin has intensified his drone strikes on Ukraine. Mr Putin's answer to Mr Trump's peace initiative is 800 drones a night.

Joe Biden promised America would defend "every inch" of NATO territory. Mr Trump has mused about abandoning allies who do not "pay their bills". His ambiguity about America's position is a gift to the Kremlin, which aims to sow doubt about American resolve. It also emboldens others, including Israel's prime minister, Binyamin Netanyahu, whose raid into Qatar on September 9th made a fool of Mr Trump, undercutting his efforts to end the war in Gaza.

The task before Mr Trump is simple. He must find the words that have long failed him and declare that America will uphold its treaty obligations, and defend its allies. Anything less will invite further aggression, not only from Russia but from autocrats elsewhere. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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The futility of drug wars
Nitazenes: another failure of drug prohibition
As countries crack down on fentanyl, a new synthetic opioid takes off
Sep 11, 2025 02:31 PM



ACCORDING TO BRITAIN'S National Crime Agency, there has never been a more dangerous time to take drugs. In a review of the British drug market in 2024, the agency reported a steep increase in the use of cocaine; an explosion in imported cannabis; and the spread of a new synthetic opioid.

As we report in this week's Science & technology section, drug authorities around the world are increasingly worried about nitazenes. Developed in the 1950s, these drugs are so powerful that they were never approved for medical use, meaning that far too little is known about them. The vast majority of nitazenes are much stronger than heroin and some appear to be even more potent than fentanyl, a synthetic opioid that helped kill nearly 50,000 Americans last year.

Since emerging on the illicit drug market in 2019, nitazenes have been detected all over the place. Clusters of overdoses have been reported across Africa, the Americas, Australia and, in particular, Europe. Often they are sold as other products; in Ireland they have appeared as "Chinese heroin" and in Australia they have been found masquerading as MDMA, a party drug better known as ecstasy. They also frequently turn up as contaminants or additives--in West Africa, for instance, they have been found in cannabinoid products.



Why now? Synthetic opioids suit illicit drugmakers. They are easier to make than heroin, which depends on growing opium poppies and the whims of those who control the fields. Because their chemical structures can easily be tweaked, producers can circumvent bans on specific compounds. Because they are so potent, smugglers can pack more lucrative highs into smaller, lighter packages. That is why fentanyl has long been popular with traffickers. And as drug cops everywhere have cracked down on it, many crooks have switched to nitazenes.

The timing is suggestive. Fentanyl has been controlled under a UN convention since 1964, but America stepped up its efforts in 2018 and banned all fentanyl analogues. China, the main producer of fentanyl, followed in 2019 and local production plunged. In 2021 the Taliban seized power in Afghanistan and banned opium production, possibly disrupting Europe's heroin supply. Market conditions have thus been ripe for the emergence of a new, uncontrolled class of synthetic opioid.

This makes nitazenes an example of the Iron Law of Prohibition, proposed by Richard Cowan, a drug-legalisation activist, in 1986. Banning one compound opens the door to a new, stronger alternative--just as Prohibition in America led to a shift from beer to spirits, which are easier to smuggle and more dangerous. Indeed, some argue that America's current opioid crisis can also be understood this way. A clampdown on prescriptions of opioid painkillers left masses of patients unable to get their fix legally. So many of them turned to illicit dealers and got hooked on stronger drugs, such as fentanyl.

Better detection and treatment are needed. Overdose patients and street drugs should be tested, to reveal how and where nitazenes are being taken. Rich countries should share information about new nitazene structures with poor ones. Naloxone, an antidote to opioid overdoses, should be made more available to users' friends and family. If it is to hand, an overdoser is more likely to survive.

In the long run, governments should seek ways to discourage innovation in the illicit-drug market. Simply banning every new drug is not the answer. Nitazenes are probably too dangerous to legalise. But the best way to reduce harm to drug users and revenues for criminal gangs is to allow addicts regulated access to better-understood opioids, including heroin. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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Peak human
Don't panic about the global fertility crash
A world with fewer people would not be all bad
Sep 11, 2025 02:32 PM



IN "THE POPULATION BOMB", published in 1968, Paul Ehrlich, a biologist, wrote that humans were breeding so fast that food would inevitably run out and "hundreds of millions" would soon starve to death. Having toyed with the idea of "interstellar transport for surplus people", he advocated strict birth control, "by compulsion if voluntary methods fail".

Many people still worry about overpopulation. But an increasing number, especially in rich countries, fret about the opposite: a population implosion. "Low birth rates will end civilisation," predicts Elon Musk, a father of many.

Though the number of people is still rising, the fertility rate--the number of babies a woman can expect to have in her lifetime--has been plummeting. And not just in the rich world: two-thirds of people now live in countries where it is below the "replacement rate" of 2.1--the standard estimate of what is needed to maintain a stable population. Bogota, Colombia, now has a lower fertility rate (0.91) than Tokyo (0.99).

The global population will peak at 10.3bn in 2084, says the UN's central estimate. But as we report this week, its assumptions are questionable. It assumes a sudden change in momentum, starting now: that fertility rates in many low-fertility countries will stop falling or rebound, and that plunging rates in high-fertility countries will fall more slowly. If it is wrong, peak human is much closer. If current trends continue for just ten more years before the UN's more optimistic assumptions kick in, the global population peaks at 9.6bn in 2065, then tumbles to 8.9bn by 2100. Even that may be too optimistic.

Regardless of when the peak arrives, sub-replacement fertility implies that the global population will shrink slowly at first--and then dramatically, in a mirror image of the exponential growth that made it soar from 1bn in 1800 to 8bn today. Such a prospect alarms many.

One type of fear is broad and economic. Fewer people means fewer brains, so the pace of innovation would slow. It means less scope for specialisation and division of labour. (If only 1,000 people live in your city, good luck finding Ethiopian food or a club for your niche hobby.) Rapid shrinkage could be hugely disruptive. Heavy public debts would suddenly fall on fewer shoulders, many of them ageing. Megacities might be fine, but small towns could hollow out as the last school closes.

Another kind of worry is narrower and nationalistic. Fertility rates vary a lot between countries and groups. So some people fear a future with too few people like themselves and too many they see as culturally alien or threatening. That is one reason why populists all over the West favour bribing families to have more children, and Donald Trump has promised to be the "fertilisation president".

Demographic forecasts are an odd mix of the certain (all the people who will be 50 in 2070 have already been born) and the unknowable (how many nippers will today's 20-year-olds choose to have?). On a long time-scale, exponential shrinkage looks astonishingly fast. However, during the initial phase, which is when societies must grapple with the problem, the speed of change ought to be manageable.

There are several reasons to doubt the doomsayers. Artificial intelligence may be hyped, but it is plainly advancing faster than populations are likely to shrink. So it, or another as-yet-unknown technology, will surely ease the drag on innovation from dwindling numbers of human boffins.

Another cause for optimism is that healthy human lifespans keep stretching, allowing people to stay productive for longer. In a 41-country sample, a 70-year-old in 2022 had the same cognitive abilities as a 53-year-old had in 2000. Perhaps such progress will end. But as long as it continues, it will slow the shrinkage of labour forces, giving societies crucial extra decades to adapt. Countries that waste human capital may find ways to waste less of it, by feeding and educating young minds better, and removing barriers to women working. In sum, a declining population need not mean a poorer one. Japan has been shrinking for nearly two decades, yet living standards have risen markedly.

The nationalists are right that the world's make-up will change. Even the UN's projection has China's population collapsing by more than half by 2100. India will hold steady longer. Europe and America may postpone shrinkage via immigration--or they may choose not to. The future will be more African than the present, but there, too, fertility is plunging. Big, gradual geopolitical and cultural shifts are normal. The world has coped with them in the past, and can surely cope again.

Pro-natalists hope to counter these tectonic trends by using public money to boost birth rates at home. They will fail. Governments have a role in making life easier for families, but trying to pay people to have more children than they otherwise would is either staggeringly expensive or does not work. Even Hungary, which spends a colossal 6% of GDP on pro-natal policies, still has sub-replacement fertility, and some studies suggest that its bloated baby bonuses have mostly affected the timing of births, not the total.
Go forth and divide

Shrinking, and thus ageing, populations will eventually require big economic and social adjustments. The very old will need caring for (even if they are no costlier than the young, who often spend two decades needing support). The old are more likely to vote, so their views will shape politics. That could make it harder to raise pension ages in line with life expectancy, but sooner or later governments will have to.

Adapting to an emptier planet will not be easy, but it will be doable. None of the predictions of demographic disaster seems plausible this century, and 2100 is so far away that forecasts beyond it seem pointless. Who knows? By then parents may have technology that makes child-rearing less exhausting, and families may expand again. But that is mere speculation. For now, there is reason to pay attention but not to panic. #

For subscribers only: to see how we design each week's cover, sign up to our weekly Cover Story newsletter.
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A selection of correspondence
British agriculture is the bedrock of food and drink
Also this week, Jair Bolsonaro, meritocracy, China's military parade, Gen Z, spies
Sep 11, 2025 02:32 PM



Letters are welcome via email to letters@economist.com
Find out more about how we process your letter

Down on the farm

The Economist rarely misses an opportunity to plough a furrow through British agriculture, clearly viewing it as a legacy industry with scant prospects and little purpose other than to vacate the fields for built infrastructure ("Change in the land", August 30th). Farming may contribute directly only 0.6% of gross value added to British GDP, but that is largely a reflection of the invidious position in which it finds itself, caught between the race-to-the-bottom global commodity markets, retailers demanding champagne for lemonade prices and domestic consumers who expect cheap food to get ever cheaper. It's a wonder we produce anything at all.

Indirectly, British agriculture is the bedrock of food and drink, Britain's largest manufacturing sector. It provides the barley to support the jobs at the brewery in Suffolk you mentioned. And in a world of increasing climatic and geopolitical uncertainty, domestic agriculture provides Britain with something rather more fundamental than economic multipliers: the insurance policy of three meals a day, even if the premium continues to shrink.

Joe Stanley
Head of sustainable farming
Allerton Project 
Loddington, Northamptonshire

The development of urban parts of Suffolk should be designed so that people who live in this new housing can move around and connect with the local community with good modern public transport, cycleways and walkways. Planners continue to approve housing developments on the edges of towns that follow the same pattern of encouraging car use, are not properly connected to the urban centre, and don't use smart-energy solutions. This is not a good outcome over the long term.

Gareth Byatt
Bury St Edmunds, Suffolk

Brazil's trial and tribulations

I agree with your reading of Donald Trump's defence of Jair Bolsonaro's trial ("What Brazil can teach America", August 30th). Only in 2025 could shielding a coup-plotter be dressed up as defending democracy. You captured well the risks of polarisation and the unusual power of Brazil's supreme court. But you overlooked how the corruption history of President Luiz Inacio Lula da Silva is equally a source of division.

I am no Bolsonarista. As a Brazilian living in Australia, I see how more equitable societies function. From that distance it is clear how Brazilians became trapped between a strongman who threatened institutions and a president who once emptied the coffers. Lula went to prison for corruption, then returned as if nothing had happened. The rise of Lula's son hardly inspires faith in Brazil's institutions.

If Brazil is to escape its cycle of populism, reforms must confront both extremes of Mr Bolsonaro's authoritarianism and Lula's entrenched cronyism. Brazil's tragedy is not just one man in epaulettes or one in prison stripes, but a system that forces its people to choose between the two. Until that false choice is broken, no trial, coup or otherwise, will restore faith in Brazil's democracy.

Jose Guedes
Sydney

I agree that the judiciary is right to hold Mr Bolsonaro accountable. And that is precisely why I think the supreme court should have set the highest standards for his trial, instead of relying on a fake-news probe with a dubious legal basis. And by insisting on this shady inquiry, the supreme court eroded its own legitimacy. It fuelled the Bolsonaristas' claims and amplified polarisation and mistrust in public institutions.

Today's level of polarisation in Brazil is unprecedented. People framed the issue as a stand-off between the supreme court and Mr Bolsonaro. I see the opposite. It is precisely because Mr Bolsonaro needed to be punished that the court should have operated strictly according to the rule of law.

J.P. Bastos
Research assistant
Free Market Institute
Texas Tech University
Lubbock, Texas

The justices on Brazil's supreme court are notoriously partisan. Of the five justices sitting in judgment on Mr Bolsonaro, four were appointed by Presidents Lula da Silva and Dilma Rousseff from the leftist Workers' Party: Carmen Lucia, Luiz Fux, Cristiano Zanin and Flavio Dino. Mr Zanin was Lula's lawyer, who successfully achieved the annulment of Lula's convictions for corruption and ended his prison sentence. Mr Dino was Lula's justice minister.

The fifth justice, Alexandre de Moraes, was appointed by President Michel Temer, but previously worked for Geraldo Alckmin, Lula's vice-president, during his tenure as governor of Sao Paulo.

Brazil will remain a very bitterly divided nation.

Andrew Roberts 
London

Making chips

Your discussion of "All-American silicon" (August 23rd) missed one important part of the menu. Building semiconductor fabs alone does not solve America's chip-security problem if the silicon goes back to Asia for assembly. The Biden and Trump administrations focused on the silicon fab alone and ignored the required ecosystem that includes substrates in chip assembly. Without investment in the full supply chain neither the security issue nor the supply-chain problem will be solved.

E. Jan Vardaman
President and founder
TechSearch International
Austin, Texas

The meritocratic class

The Telegram column asked if globalisation was ever a "meritocracy", referencing the word's positive connotations (August 23rd). Michael Young popularised that term in "The Rise of the Meritocracy", published in 1958, to describe a future dystopia. It was originally intended as a satirical warning. In his chilling vision, a society that rewards "intelligence plus effort" creates a privileged elite that  uses its control over education to confer "merit" upon its own families and acquaintances. This self-perpetuating cycle leads to a vast power imbalance and a starkly unequal society. The great irony is that we now use meritocracy to describe an aspirational goal, even as Young's prophetic vision of a system where opportunity is controlled by a select few seems to be materialising. Perhaps it is time to retire the term or, at the very least, use it with a wry smile.

Bill Young
Arlesheim, Switzerland

How to get a baby boom

America's fertility crash has reached a new low, you report, highlighting how pro-natalists in the Trump administration are searching for ways to incentivise higher birth rates ("Baby slump", August 9th). Such incentives include reserving college places for those who have more children earlier in life and supplying larger homes to those with bigger families. Indeed, Mr Trump is considering a proposal that awards medals of motherhood to women with large families.

However, a key issue laid out in my book on natalism, "Nationalising Sex", is that seemingly rational incentives at the macro level do not match the actual micro-level decision-making of individuals. There is plenty of evidence suggesting that a couple's decision to have a child is entirely uninfluenced by the prospect of winning a medal, securing a space in college or by tax breaks. Governments need to understand why, at the marginal level, a couple decides to have only one child instead of a second. It should then target the factors that actually sway such decisions, especially for those who would actually be influenced by external incentives. Otherwise we should expect to see more floundering policy and wasted taxpayer funds on programmes that fail.

DR Richard Togman
Thunder Bay, Canada

Parading power

We have just seen an interesting juxtaposition in policy styles between Xi Jinping and Donald Trump ("Marching orders", September 6th). China's leader holds a massive display of force accompanied by his allies, Russia and North Korea, following a seeming rapprochement with India. Mr Trump responds by renaming America's Defence Department the Department of War. The contrast is striking, but no amount of postmodern politics, wordplay and linguistic manoeuvring can counter the geopolitical shift away from America's global dominance that Mr Trump is causing.

Peter Haas
Professor emeritus
Department of Political Science
University of Massachusetts Amherst

As a retired lieutenant-colonel in the American army, I watched the Chinese military parade in awe and wondered how many months did those poor troops practise for this spectacle. It is absolutely true that American forces are bad marchers, mainly because we do so little of it, and for good reason. It is a waste of time when the troops should instead be in the field honing their skills for war. I remember how impressive the East German military looked at the country's 40th anniversary parade in 1989. Within a year East Germany was no more.

Kevin Dunn
Dieburg, Germany



A wronged man

I read your review of the #MeToo adaptation of "The Crucible" ("From hero to zero", August 16th). It should be noted that Arthur Miller's character of John Proctor in that play, a fictional account of the Salem witch trials, was based on a real person who was executed for witchcraft. The affair with Abigail Williams, who led the accusations of witchery, was a dramatic device invented by Miller. In fact, some of the motivation behind Proctor's prosecution may have been that he was outspoken in defending his wife, who was also accused of practising the dark arts before him. If not an outright hero, Proctor stood up for truth and rationality at the cost of his life. The fact that his name and reputation are being assaulted in "John Proctor is the Villain" in the name of the latest witch hunt is truly ironic.

Kevin DeLorey
Poulsbo, Washington

Miserable teenagers

I was struck by the finding that Generation Z is unhappier than previous generations ("Teenage angst", August 30th). Especially by comparison with the Silent Generation, born from 1929 to 1945. Which suggests that a global economic depression and war are better for you than social media.

Nick Wills-Johnson
Perth, Australia

Free Exchange in the August 9th issue examined whether income or happiness will make your life better. It reminded me that since my late teens I've been absolutely baffled that so few people consider the value of their time when choosing how to live their life. Most agree that more money will make you happier. But on your death bed, will you regret that you spent so much of your life working?

Henry David Thoreau asked these questions almost two centuries ago. In Walden he wrote that the cost of a thing is the amount of life required to be exchanged for it, "for a man is rich in proportion to the number of things which he can afford to leave alone". No wonder most people live lives of quiet desperation.

Jon Godfrey
Gilmanton, New Hampshire

The spy who loved me

"On His Majesty's Stretched Service" (August 30th) noted that one of the tasks facing MI6 is "catching spies working for foreign services, ideally by penetrating them". It appears that James Bond's methods are still relevant after all.

Mark Schofield
London

I wonder if the task of MI6 agents catching spies by penetrating them is as much fun as it sounds. At the very least I hope they start by taking them out to dinner.

Duncan Broe
Wellesbourne, Warwickshire
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Trouble agents
AI agents are coming for your privacy, warns Meredith Whittaker
The Signal Foundation's president worries they will also blunt competition and undermine cyber-security
Sep 11, 2025 02:32 PM



SOON WE WILL all have robot butlers, an army of AI agents anticipating our needs and fulfilling our desires. At least, this is the tech promise of the moment. From booking a restaurant to asking your crush on a date, we'll be able to put our brain in a jar while a bundle of AI systems does our living for us. Why waste time on wooing when you can leave it to your botservant to turn on the charm? In pursuit of this future, the companies that dominate this market are busy injecting AI agents into the nervous system of the digital world. But as in fairy tales, so in life: relying on magical fixes leads to trouble.

An AI agent is a complex system including AI models, software and cloud infrastructure. For the system to do its thing--summarising your email or spending your money--it needs near-total access to your digital life. This is not the familiar request for permission to see your contacts; it is akin to giving "root" access to your entire device. Your browser history, credit-card details, private messages and location data are all poised to become AI fodder--heaped in an unsecure pile of undifferentiated data "context".

The push for AI agents comes as the industry is still struggling with profitability. Markets are twitchy, because despite high revenues the huge cost of AI development means pressures are mounting to break even. This helps explain the phantasmagoric promise of agentic AI. It also explains why basic lessons in privacy and digital security are being discarded.

In one sense, the problem is fundamental: there is a powerful tension between privacy and security, on the one hand, and the vision of letting a complex system with broad access to your data do whatever it wants, on the other.

Although the full agentic future has not yet arrived, the harms are already clear. Researchers have shown that AI agents can be coaxed into revealing sensitive data they have access to or tricked by hackers into taking harmful actions--from extracting sensitive code to creating havoc in homes by activating smart appliances.

Worse, the threat to communications privacy is real. Security researchers recently exposed Siri transmitting voice transcripts of WhatsApp messages to Apple servers as a part of the rollout of Apple Intelligence, an AI system developed by the firm. This undermines WhatsApp's end-to-end encryption--adding Apple as another "end" and thus breaking the guarantee that only those sending and receiving communications can access them.

In addition, the way agents are being rolled out is a threat to competition, part of a rush to acquire data by AI giants. Agentic systems are bypassing APIs (short for Application Program Interfaces)--the "front door" for accessing data from third-party apps and services. Instead of paying, these agents could potentially extract competitors' data in other ways, such as directly accessing whatever is being displayed on their users' screens. The companies controlling these agents are positioned to aggregate such interface-level data across billions of agentic deployments, generating market insights that those building apps and services understandably don't want to hand over to rivals.

The threats to privacy, security and competition are heightened by the fact that agents are not being offered as optional apps we can choose to ignore. Operating-system (OS) developers--namely Apple, Google and Microsoft--are integrating them into the core of their platforms, making them all but mandatory.

To put it bluntly, the path currently being taken towards agentic AI leads to an elimination of privacy and security at the application layer. It will not be possible for apps like Signal--the messaging app whose foundation I run--to continue to provide strong privacy guarantees, built on robust and openly validated encryption, if device-makers and OS developers insist on puncturing the metaphoric blood-brain barrier between apps and the OS. Feeding your sensitive Signal messages into an undifferentiated data slurry connected to cloud servers in service of their AI-agent aspirations is a dangerous abdication of responsibility.

Happily, it's not too late. There is much that can still be done, particularly when it comes to protecting the sanctity of private data. What's needed is a fundamental shift in how we approach the development and deployment of AI agents. First, privacy must be the default, and control must remain in the hands of application developers exercising agency on behalf of their users. Developers need the ability to designate applications as "sensitive" and mark them as off-limits to agents, at the OS level and otherwise. This cannot be a convoluted workaround buried in settings; it must be a straightforward, well-documented mechanism (similar to Global Privacy Control) that blocks an agent from accessing our data or taking actions within an app.

Second, radical transparency must be the norm. Vague assurances and marketing-speak are no longer acceptable. OS vendors have an obligation to be clear and precise about their architecture and what data their AI agents are accessing, how it is being used and the measures in place to protect it.

These mitigations are the minimum necessary. They should be accompanied by changes in the design of operating systems that improve their ability to shield data from agents and harden their security guarantees, and by serious investment in security research to increase the chances of anticipating, rather than reacting to, vulnerabilities. Without these protections, we risk creating a future in which a few powerful companies decide that the convenience of leaving restaurant-booking or prioritising tasks to AI is more important than cyber-security, healthy competition and the right to private communication. #

Meredith Whittaker is the president of the Signal Foundation, the non-profit parent organisation of the Signal messaging app.
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The Draghi report, one year on
A finance minister on what Europe must do to please Mario Draghi
A single market is not enough. It must also drive growth, writes Kyriakos Pierrakakis
Sep 11, 2025 02:32 PM



IT HAS BEEN a year since Mario Draghi, a former Italian prime minister and European Central Bank governor, presented his report on European competitiveness--a landmark effort to chart a course for growth. His message then was clear: without bold reforms, Europe risked a "slow agony" of relative decline. One year on, the sense of urgency has only deepened, hence the continued ringing of alarm bells by Mr Draghi, including a recent speech in which he warned that Europe must make "massive investments...now, when we still have the power to shape our future".

Among the many recommendations Mr Draghi set out, completing the single market--the project to ensure the free movement of goods, services, capital and people within Europe--remains the most important. It is the key to unlocking the continent's next phase of growth.

The push to complete the single market must, however, go hand in hand with reigniting competitiveness. The European Commission is right to target persistent barriers that fragment the continent's economies. But although regulatory convergence is necessary, it is far from sufficient.

The importance of completing the single market is underlined by stark statistics: intra-EU barriers act as a de facto tariff of 44% on average in goods--three times higher than trade barriers between American states--and an even steeper 110% in services, according to the IMF. Lowering these barriers should be a priority. Nevertheless, a new burst of European growth will require pursuing two additional, critical shifts.

First, we need to be more strategic about where we pool our resources--sector by sector. Take telecommunications. It is a capital-intensive industry with declining margins, yet essential for digital competitiveness. In Europe today, telecoms operators face 27 different regulatory regimes and have had to navigate 27 separate 5G-spectrum auctions. This patchwork drives up cost, slows deployment and makes it harder to achieve scale.

By contrast, America has a single regulator, the Federal Communications Commission, and a single spectrum-allocation process. Meanwhile, China has gone even further, allocating the spectrum administratively to operators, rather than auctioning it, in recognition that 5G's value lies not in auction revenues but in the applications and services it enables.

Europe's position in this broader geopolitical context has been paradoxical. In recent years, global competition over digital infrastructure has evolved into full-fledged strategic rivalry. Whereas the European Union has lacked a cohesive response, European companies have often been at the centre of the most important developments--as leading providers of 5G infrastructure, standards and innovation. In other words, Europe held many of the tools but lacked the common policy to turn them into long-term industrial strength.

In my own country, Greece, we tried to respond to this challenge at the national level. We retained 25% of our 5G-auction proceeds to establish a special fund to invest in companies building 5G-enabled applications. This reflects a recognition that in the digital era infrastructure alone is not enough. Innovation on top of that infrastructure is what drives growth.

Had Europe instead adopted a co-ordinated or even singular regulatory approach, a unified auction framework and a common funding mechanism for strategic tech investment in 5G applications, it might have positioned itself more convincingly as a global leader in 5G-enabled innovation. The opportunity cost of fragmentation is measured not only in missed efficiency, but also in lost competitiveness.

The second required change is to align regulation with the growth priorities of the future, not the past. Take procurement, which in Europe runs under what is known as the Public Procurement Directive. Here traditional construction projects tend to move forward much more swiftly than digital or innovation-driven projects. That discrepancy is not merely procedural--it reflects the growth priorities of an era in which physical infrastructure dominated strategic thinking.

Today the shelf-lives of digital projects are often measured in months. In Europe, however, the timelines to commission and deliver them are measured in years. If it takes longer to procure a digital-identity system or a public e-health platform than it does to resurface a motorway, the institutional framework is clearly exerting a drag on ambition.

This is not just a matter of simplification. It is a matter of direction. The question we should be asking is not "How do we make procurement easier?" but "What do we want procurement to achieve?" The answer must be growth and innovation. That means rewriting rules to be fit for agile development, public-private technology partnerships and rapid deployment in areas like AI, cyber-security, energy transition and advanced manufacturing.

Let us, by all means, eliminate the invisible tariffs that fragment Europe's internal market. But let us also ask ourselves: what kind of economy are we enabling once those barriers are gone?

The answer cannot be "more of the same". It must be an economy that innovates, competes and grows--with an institutional architecture designed not just to manage risks, but to catalyse Europe's potential. #

Kyriakos Pierrakakis is the finance minister of Greece.
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Shrinking without sinking
A contracting population need not be a catastrophe
The economics of a shrinking world
Sep 11, 2025 02:31 PM



ACCORDING TO ELON MUSK, the world's richest man and the father of at least a dozen children, the greatest potential risk to the future of civilisation is population collapse. Taking a very long-term view, he is right. If the world's population declines indefinitely, humanity will eventually disappear. But just as population growth has not exhausted the world's resources and caused mass starvation, as catastrophists have confidently predicted for centuries, shrinkage is not a calamity on the timescales that normal people use.

A shrinking population will have profound consequences. It will turn expectations about everything from housing to greenhouse-gas emissions upside down. A contracting labour force and a dwindling number of consumers will force a repricing of many goods, services and assets. Governments will need to rethink how they fund pensions and health care, and work out how to shrink cities and towns neatly. In many ways, the transition from the old to the new will be messy.

But messy is not the same as catastrophic. The insinuation of those who see population decline as a disaster is that human societies cannot flourish without expanding. The evidence for that is flimsy.

Population pessimists tend to focus on three potential problems. First, they point out that countries, and especially their governments, have some fixed costs--notably government debt. If the number of people declines, the cost per person rises. Second, they note that shrinking societies are also old ones, and that the cost of caring for the elderly becomes unaffordable because it is spread across an ever diminishing number of workers. Finally, they worry that smaller populations generate fewer good ideas and thus will have lower productivity growth, putting an obvious solution to the first two problems out of reach. But none of these problems is as thorny as it seems.

Take debt. All other things being equal, fewer people does indeed mean less economic growth. Less growth, in turn, tends to mean lower tax receipts and so can make government debt harder to sustain. But there is another variable to consider: interest rates. Keeping debts stable as a share of GDP depends not just on the size of the economy but on the cost of borrowing. In effect, the scale of the debt problem caused by a shrinking population would depend on the saving and spending patterns in the smaller, older society, which in turn would determine the interest rate.

One theory is that governments will coddle the old with handouts, initiating a grey-haired spending binge. That would send interest rates soaring, and debt-to-GDP ratios with them. But many economists are more sanguine. People around the world tend to save for their dotage because they do not trust governments to look after them. The IMF reckons the ageing societies of the future will do the same. Older workers will save more for their retirement. A relative scarcity of investment chances in a shrinking economy will force them to accept lower returns, so interest rates will decline. That would let governments service their debts more easily.

In other ways, too, an elderly population is not quite as heavy a burden as it may at first seem. There is no question that as populations contract the share of people who are of working age will shrink and the proportion who are old and in need of care will rise. In fact, that is already happening: in most middle- and high-income countries, the share of working-age adults is close to its peak or has begun to fall. That will suppress output per head.

Happily, however, there are ways of coping. The critical factor, economically speaking, is not the number of people, but the number of people in work. That is not simply a function of the working-age population, but also of the participation rate--the proportion of working-age people in or seeking work. In all rich countries, at least, the number of people in work is much smaller than the working-age population. Roughly 9m of Britain's 43m working-age adults were neither in work nor in full-time education in 2024, for example.

Raising the participation rate could compensate for a big contraction of the working-age population. What is more, economies tend to cope surprisingly well with fluctuations in the participation rate, which suggests they could also endure a shrinking population. Between 1990 and 2024 the out-of-work population in Britain has increased by 15%. In contrast, the Office for National Statistics reckons that by 2100 the working-age population will have contracted by just 7% from its peak.

Another way to cope is for retirement ages to rise. Again, this is already happening. A recent study by Goldman Sachs found that the typical worker in a rich country is now toiling four years longer than he or she did in 2000. Older workers, remarkably, are also becoming more productive. The average 70-year-old in 2022 had the same cognitive abilities as a 53-year-old in 2000.

Young people impose burdens on society, too. Youth typically lasts longer than in previous decades, as protracted educations delay young people from joining the workforce until their 20s. That has made them mightily expensive for governments in the rich world. The British state spends more each year on the average person below 25, mostly on education and health care, than it does on health care and pensions for a typical old person.

Fewer people will lessen the pain of lower growth. Investment will indeed be depressed in economies with shrinking populations, as there is little need for new capital formation. But such places nonetheless benefit from "capital deepening" as the capital stock per person rises, which should push up productivity. In a paper published last year, David Weil, an economist at Brown University, modelled the wider economic effects of consistently low or high fertility rates. Consumption per person differed little, regardless of whether the population was growing or shrinking. Even taking into account the upkeep of the young and the old, living standards flourished in both scenarios.

Then there is the question of how shrinking populations would affect innovation. That is critical, since ideas drive productivity, and greater productivity is the most obvious way to compensate for fewer workers. Larger populations tend to generate more research and set up more businesses. The slowing growth of America's labour force accounts for around a third of the recent fall in the creation of new businesses there, economists reckon. Over time such trends are bound to leave markets more concentrated and economies less efficient.

Yet the world seems a long way from exhausting its capacity for innovation. Israel, the country that employs a greater share of the workforce in research and development than any other, still devotes only 1% of workers to it. That suggests that, even with a shrinking pool of labour, a sizeable proportion could still focus on research. In developing countries such as Pakistan, where fewer than one in 10,000 people works in technology or research, the main obstacle to innovation is not the number of people, but the poor education system and business environment that prevent them fulfilling their economic potential.



Furthermore, technology could make new ideas easier to find. Research so far has captured artificial intelligence's use in helping humans perform only routine tasks, such as handling data. But some think AI could do more. In 2020 Charles Jones and Nick Bloom, both economists at Stanford, documented how researchers were making fewer discoveries than in the past. The speed of innovation, they found, was slowing. Now Mr Jones thinks that AI could aid the search for frontier ideas.  Ever optimistic, some AI firms reckon that by 2028 the models will be overseeing their own development.

Such breakthroughs open tantalising possibilities for the world economy over the next 75 years. Against them, the question of whether there are a few million extra academics churning out research slowly seems insignificant. Mr Jones may be proved wrong. But it seems likely that AI will help to determine whether the world has enough ideas in the next decades.
The threat of gerontocracy

The world's population is not falling fast enough to kill innovation or bankrupt governments. Mr Musk, along with other worriers, thinks the only way to avoid disaster is to reverse the trend by encouraging billions of births. But if policies to trigger a baby boom exist, governments have yet to find them. And they would produce a population bursting with young people, which is no less of a fiscal headache than a perpetually greying society.

What can governments do to prepare for the great shrink? Much will be done for them. Over the next years, as societies age, there will be more pensioners voting and consuming.  Fertility fell for much of the 19th and 20th centuries as the Industrial Revolution raised Western living standards. Then, the need to provide for oldies led to innovations like state pensions and modern retirement homes. The same forces should push governments and entrepreneurs to find solutions for ageing societies.

But as schools close, cities become less friendly places for young feet and politicians concentrate on the old, the young may be left behind. The real danger is not economic disaster. Rather, it is that, in the process of ageing, the world could become a worse place to have children. In 2024, according to the UN, roughly as many people have more children than they would like as have fewer. But without many parent peers, and with little state support, fewer couples may choose to procreate, creating a cycle of falling fertility and unfulfilled desires to have children.

Rather than worry about an economic catastrophe that need not happen, or trying in vain to raise the birth rate, governments need to prepare for old societies and the new lives still to be born into them.#
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Electoral science
The new battle for Britain
Once elections were fought between left and right. Now the main fight is within these camps
Sep 11, 2025 02:31 PM | Stevenage 



STEVENAGE, A COMMUTER town north of London, exemplified an era of British politics dominated by two parties. Its mix of rural lanes, smart suburbs and scruffy estates make it a microcosm of England, and an electoral bellwether. Since 1974, whichever party won this parliamentary constituency also won the keys to Downing Street. And victory, the old model dictated, lay in a tranche of voters swinging between the Conservatives and Labour like a pendulum. In 2024 Labour Together, a partisan think-tank, coined "Stevenage Woman" for a genus of practically minded suburbanites who disdain "grand abstractions and vague promises".

But the old model is disappearing. New rules are asserting themselves. The Brexit years have reshaped the British electorate. In place of two old parties, new ones jostle for dominance. And where once elections were fought on a fault line running between the forces of left and right, now they are decided by contests playing out within both camps. This new order is perilous for the old parties and has profound consequences for any would-be government. Welcome to the new battle for Britain.

Labour won a landslide in the general election of 2024, with 411 MPs--including Kevin Bonavia, who triumphed in Stevenage. It was unusually volatile, with more than four in ten voters choosing a different party from the one they did in the election of 2019. Small parties surged; at 57%, Labour and the Tories won their lowest combined vote share since 1910. But this volatility was not random "like a pinball machine" says James Griffiths, the lead author of a recent paper drawn from the British Election Study (BES), a long-running survey. Rather, voters made "carefully selected choices from an acceptable list of alternatives." The findings help explain much of the turmoil in the government today, as well as how future elections may unfold.

First, the BES team found, cleavages in the electorate along demographic lines were hardened by the Brexit referendum of 2016. Young, better-educated and pro-European voters skewed to liberal parties, while older, less well-educated and eurosceptic voters favoured conservative ones. Second, in the minds of voters, those parties now sit in two ideologically distinct "party blocs", reflecting their positions on Europe, immigration and redistribution. In one bloc are clustered the Labour Party, the Liberal Democrats, the Greens and the nationalist parties; in the other, the Conservative Party and Reform UK.

Third, critically, the volatility arose more from voters shifting within those two blocs than between them. More than 25% moved to another party within the same bloc--say, from Green to Labour, or from Conservative to Reform--between 2019 and 2024. Just around 12% shifted between blocs--say, from Tory to Labour. Stevenage is home to Britain's first pedestrianised shopping centre, and locals say that elections have long had a consumerist, what-can-you-do-for-me flavour. These days the competition among political brands is fiercer and, like all discerning shoppers, when voters are dissatisfied with one, they try its most similar rival. 

Amid this churn, Labour's victory lay in tactical voting, which is rewarded in Britain's ancient first-past-the-post electoral system. Supporters of the left bloc readily supported each others' candidates to defeat Tories in local races, according to a paper by Marta Miori and Jane Green of the BES. There was no such co-ordination on the right: in Stevenage, the Conservative vote collapsed by 27 percentage points, while Reform gained 18 points.
We will bury you

Since the general election this volatility has continued. Labour's support has fallen from 34% to 21% today, according to our polling tracker, while Reform has surged from 14% to 31%. That has led some to talk of a mass exodus of Labour's working-class voters to Nigel Farage's ranks. Yet the pattern of 2024 persists: most of the churn is voters shifting within the blocs of left and right, according to a BES analysis published on September 3rd (see chart 1).



Of the total of Labour's vote in 2024, 9% has gone to the Lib Dems, 8% to the Greens, and 21% to a pool of voters who are undecided, but who say they dislike the right-wing parties above all. In all only 8% have gone to Reform. Roughly speaking, for each Labour defector who has shifted to the right bloc, you would expect that at least four are liable to remain in the left bloc. Meanwhile, the bulk of Reform's gains have come either from deserting Tories, or from habitual non-voters.



The Economist's deeper analysis of the data shows how entrenched and cohesive the blocs have become. First, in the past decade the share of Labour voters who say they are open to supporting another liberal party has surged while the proportion open to backing the Tories has fallen (chart 2). Second, in favourability surveys, voters tend to say they look warmly on the other parties in their bloc, and strongly dislike those in the opposing camp (chart 3). Third, when voters are presented with choices of prime minister, those supporting the left bloc overwhelmingly back Sir Keir Starmer over either Kemi Badenoch, the Tory leader, or Mr Farage; for voters on the right, the inverse is true.

Given the blocs' emergence, the question is which party will best manage them at the next election--and which bloc's supporters will be prepared to vote tactically to defeat their rival bloc.

Sir Keir is attempting a grand balancing act as he tries to rebuild his fractured electoral coalition. He is courting Reform defectors by promising to halt illegal migration. At the same time, Labour hopes the bigger tribe of left-wing voters will return through a combination of improving living standards and dislike of Mr Farage. That balance was revealed in a cabinet reshuffle on September 5th: he made Shabana Mahmood, a migration hawk, home secretary, while David Lammy, an ebullient pro-European, became deputy prime minister. 

In Stevenage Mr Bonavia mirrors that strategy. He hopes a record of finding practical fixes to local problems, including shorter hospital waiting lists and closing a local hotel for asylum-seekers, will hold his broad coalition together. Labour recently won a council ward by highlighting Mr Farage's policies, which rallied left-wingers.



But in an age of party blocs, leaders who attempt to straddle the gulf may only alienate their own side, says Mr Griffiths. "This polarisation means the people in one camp have very strong opinions about people in the other," he adds. A recent paper by Stuart Turnbull-Dugarte of the University of Southampton found that Sir Keir's swaggering immigration speech in May which described an "island of strangers" dented Labour's support, without touching Reform's. Becca Watts, a Green candidate, detects a surge in support from Labour voters: "They're like, 'every time you switch on the news, there's some new disappointment'."

Liam Byrne, a Labour MP, wants a change of strategy that would tread more carefully on immigration and welfare reform. Twenty years ago he wrote a report urging Labour to focus on aspirational middle classes and ignore the complaints of "urban intellectuals". No longer, he says: "The electorate has moved on. You're in a very different kind of game."
Ms Badenoch, tear down this wall

On the right, the Tories and Reform may lose again unless their voters can emulate the tactical voting that the left mastered in 2024. Yet they are in direct competition in more seats: in 97 constituencies they each won over 20%. Ms Badenoch says she'll never do business with Mr Farage.

But Alex Clarkson, the Tory candidate in Stevenage, favours a pact--possibly giving Reform a free run locally, while the Tories focus on nearby Welwyn Hatfield. The blocs are here to stay, he says. Brexit "split everyone down the middle. The old rules kind of went." The question is who will master the new ones.#

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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No working-men's club
Labour has become the party of Britain's rich
New data also reveal which voters are driving Reform UK's surge
Sep 11, 2025 02:31 PM



IT STILL PAYS to have working-class credentials in the Labour Party. The father of Sir Keir Starmer, Britain's prime minister, was a toolmaker; Sir Sadiq Khan, London's mayor, had a father who drove a bus; and the party's former deputy leader, Angela Rayner, grew up on a council estate. But--in politics as in life--those loudest about their humble origins might just have something to prove.



New data published by the British Election Study (BES) show that Labour's support has collapsed among the least well-off. Researchers at the BES surveyed over 30,000 Britons between May 2nd and 22nd of this year. The sample size allows The Economist to dig into granular data which showed that only 18% of voters with a household income under PS30,000 ($41,000) would vote Labour were an election held tomorrow, down from 33% at the 2024 election.

This is the first such study conducted since Nigel Farage's hard-right Reform UK party surged into first place in polls earlier this year. It finds that his party's support comes mostly from Tories and non-voters, who make up 42% and 33%, respectively, of Reform's new recruits since the general election. The party is particularly popular with older voters and those who did not attend university. Less than one in 20 supporters are non-white (the lowest share of any party) and 57% are men. Converts from Labour, who occupy an outsized place in political debate, account for only one in six of Reform's new backers.



Labour's challenge is that it is losing voters of all kinds, in all directions (though twice as many to parties of the left as the right). The BES data show that the party's supporters who live in social housing or did not attend university are leaving primarily for Reform. Gay voters and students are defecting primarily to the Green Party. Unemployed and disabled voters are leaving disproportionately for the Lib Dems. 

Those voters who have stood by Sir Keir represent an increasingly narrow section of the electorate. The party's vote has held up relatively better in London and among ethnic minorities. And for the first time ever, the ratio of Labour's vote share among the richest voters (earning over PS70,000) to the poorest voters (earning under PS30,000) is larger than any other major party. Sir Keir likes to say he has returned the party to its working-class roots. The electorate aren't so sure.#

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Mob rule
A British island infested with wallaby invaders
Conservationists are asking if it's time to kill them
Sep 11, 2025 02:31 PM | Ballaugh Curragh



IF YOU GO looking for wallabies around the Ballaugh Curragh, a mossy wetland on the Isle of Man, you will almost certainly find them. They will cautiously look in your direction, hopping away only if you step on a twig or get too close. A wild population of red-necked wallabies, named after their distinctive patch of rust-coloured fur, has lived on the island since the 1960s, when a few escaped from a wildlife park. Some conservationists feel the time has come to intervene.

The marsupials, native to Australia, have adapted well to the Isle of Man's temperate climate. Drone surveys show around 1,000 feral wallabies living on the island, far more than previous estimates of up to 200. Over time, they have become part of the island's identity. A stuffed wallaby is displayed in a glass cabinet at the Manx Museum.

Though cute, the "mob" (as wallabies are collectively known) poses a threat to the Isle of Man's ecology. "Island ecosystems are always fragile," says Graham Makepeace-Warne, CEO of the Manx Wildlife Trust, a charity. The wallabies nibble native vegetation, stripping back ferns and wild flowers, and disrupt local wildlife. They also damage fences as they roam, causing livestock to escape.

The wallabies' welfare is a concern, too. The population, descended from just a few animals, probably suffers from a "genetic bottleneck", says Arno Wuenschmann, a professor of veterinary pathology at the University of Minnesota and a regular visitor to the Isle of Man. They are vulnerable to health complications from inbreeding. A pilot study conducted by Dr Wuenschmann and the Manx Wildlife Trust suggested that some of the wallabies suffer from visual impairments caused by a parasitic infection. Farmers worry they might pass on diseases to livestock.



Options for managing the mob include a cull, fencing them into specific zones or sterilising them. All are problematic. Culling is controversial. Fences often don't work because wallabies are skilled escape artists. And sterilisation requires specialist skills not routinely available on the island.

"I don't personally think that wallabies have a place on the Isle of Man," says Laura McCoy, curator of natural history for Manx National Heritage. She believes the island should learn from Australia and New Zealand, which are "very effective" in educating people about ecology and supporting native biota. In New Zealand wallabies are seen as a pest and culls have taken place.

Though the Isle of Man's mob is almost certainly the biggest in Britain, it is not the only one. Perhaps the best-known was in the Peak District, which survived for decades after escaping from a private zoo during the second world war. Though this colony probably died out around 2008, it lingers in the local imagination: a wallaby sculpture trail opened in the area this summer. Wallabies have been spotted in recent years in Devon, the Chiltern Hills, Cornwall, Nottinghamshire and Inchconnachan, in Scotland.

A warming climate will make Britain a more favourable habitat for wallabies in years to come, believes Anthony Caravaggi, a biologist at the University of South Wales. "The dynamics of nature in the UK are changing rapidly," he says. "And wallabies are just one part of that."#

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Out of time
The BBC's best programme loses its star
Melvyn Bragg is retiring from "In Our Time"
Sep 11, 2025 03:56 PM



TO UNDERSTAND ALL that is now wrong with the British Broadcasting Corporation (BBC) and what was once so right with it, listen to "Slime Moulds", first broadcast in January of this year. You might have thought that having decided to produce a programme with that title, the BBC would try to sex it up. You would be wrong. "Hello," said the presenter. Slime mould is "a single-celled organism that scientists have struggled to categorise". The programme went on to explain different slime moulds' life cycle (revolting); their appearance (often like "dogs' vomit") and their preferred habitat (often dung).

And people around the world listened. Because the hello-ing host was Melvyn Bragg and the series was "In Our Time". In its time--it first appeared in 1998-- the series has become one of the BBC's most well-known and downloaded programmes. There are "In Our Time" books and there is an "In Our Time" appreciation website ("the Braggoscope"). It has attracted the attention of international newspapers, which approach it with almost anthropological interest as an English oddity ("aggressively uncommercial" felt the New Yorker) and national ones (the Times ran a league table of its most-frequently appearing guests). It is adored. Or rather, it was. On September 3rd Lord Bragg announced that, after 26 years, at 85, he is retiring.

This, for the BBC, is worrying. Partly because "In Our Time" is so very good. But also because so much of the BBC is now not nearly good enough. It has amputated much of its intellectual output (the World Service recently announced a further 130 job cuts); cloaks history in crummy comedy; and winces at seriousness. Programmes like "Newscast", a politics show, will issue a "geek alert" before interviewing such apparently recherche figures as trade experts. "In Our Time", by contrast, unapologetically offered an entire episode on David Ricardo, a 19th-century economist.

The BBC will hire someone else to present the show. It will struggle to replace Lord Bragg, a grammar-school boy from Cumbria who left the north but kept its vowels--and his autodidactic zeal (he has also written several books). His programme, which was first commissioned for just a six-month run, reflected that. Each week, he grilled three academics on a particular topic that had to be academic, in every sense. Where other programmes strain to be topical, he was determined his would be "never knowingly relevant".

He succeeded. Among its 1,000-episode archive are programmes on "Hildegard of Bingen", "Feathered Dinosaurs" and, of course, "The Ontological Argument" ("Hello. In the late 11th century..."). "In Our Time" didn't merely achieve the BBC's early Reithian ideal to "Give the public something slightly better than it now thinks it likes". It far exceeded it--for who would ever have thought they were interested in slime? And yet they listened and, for 45 minutes, they were. #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Home truths
Fixing Britain's broken property-tax system will take courage
The Labour government is unlikely to go there
Sep 11, 2025 02:32 PM



FOR BRITISH politicians, handling property taxes is like playing Minesweeper, the 1990s video game in which one wrong move can mean game over. Angela Rayner, Britain's former deputy prime minister, became the latest casualty on September 5th, resigning after revelations that she underpaid stamp duty, a transaction tax, on a second home. Next up to play will be the chancellor, Rachel Reeves, as she prepares for the budget in November.

This time the mines will not be ethical lapses but government policy choices. Ms Reeves must find PS18bn-28bn ($24bn38bn) in annual tax rises or spending cuts to meet her fiscal rules, estimates Capital Economics, a consultancy. She is said to be considering additional property taxes, including a capital-gains tax on people's main homes and a nationwide proportional tax on property values, which would replace council tax.

Some of these proposals are clearly explosive--bad economics, worse politics. Others are better-disguised mines: economically desirable, long overdue, but liable to trigger outrage among some voters. For the chancellor, the politically safest approach would be to do nothing. But Britain's property-tax system needs fixing.



Britain levies the highest property taxes of any OECD country, relative to GDP (see chart 1). This is not a problem in itself. Assuming the system is well-designed, it makes sense for a government to focus tax collection on property. Because land supply is fixed, taxing it should not reduce consumption or production (unlike taxing sales and income). Land is also immovable, meaning property taxes avoid the flight risks that wider wealth taxes bring.

Unfortunately, British property taxes are not well-designed. Rather, they distort the housing market and undertax the most valuable homes. Consider council tax, an annual levy that raised PS41bn in England in 2024-25 to fund local services such as social care and bin collection. Charges vary by local authority, with houses allocated to one of eight bands, A to H, according to their market value in 1991.



Even back then, this system favoured richer homeowners; band H homes were worth over eight times more than band A ones, but paid only three times the tax. Band H is an enormous category, running from large but middle-class homes (worth PS1.5m or more in today's values) to the royal residence in Buckingham Palace, which means that mansions are undertaxed. Since 1991 diverging house prices and the unequal financial fortunes of councils have made things worse (see chart 2). The owner of a two-bed flat in Hartlepool today pays more council tax per year (band C, PS2,218) than someone with a ten-bed mansion in Westminster (band H, PS2,034).

If council tax is unfair, stamp duty--paid whenever a house changes hands--is growth-sapping. Although it raised PS15bn in 2024-25, at over PS40,000 on a PS1m home it makes moving house very expensive, resulting in fewer transactions. Because people often move to take higher-paying jobs, inhibiting such moves means less-productive workers, undermining growth.

A botched fix would worsen these problems. Take the proposal to tax capital gains, currently not charged on primary residences, on houses worth over PS1.5m. Faced with large tax bills on sale, older home owners would be even less likely to downsize. It is unclear whether the move would even raise revenue, given the potential stamp-duty losses from fewer sales.

More sensible would be to scrap council tax and the hefty stamp duty on main homes altogether, replacing them with an annual levy, calculated as a percentage of a property's up-to-date value. In one stroke, the previous problems would disappear. Transactions would surge in stamp duty's absence. The unfairness of council tax would be replaced by higher bills for pricier homes. Think-tanks across the political spectrum have backed this approach; places like America and Denmark have versions of such a tax.

Admittedly, when wonks unite, politicians should be wary. There are two major impediments to this reform. The first is loser's wrath. Research by the Institute for Fiscal Studies (IFS), a think-tank, has shown that replacing council tax with a single proportional property tax would have far more winners than losers, with 10m households gaining over PS200 annually. However, the richest 10% would see their bills rise by PS750 per year on average. These losers would be disproportionately older and southern and would be louder than the silent winning majority. 

The second problem is the difficulty of raising extra cash. Despite its many losers, the IFS proposal is revenue-neutral. Making such a change palatable would probably require introducing costly safeguards, such as deferring tax payments until houses are sold. If the chancellor actually wanted to raise money during this parliament, it would require a higher tax rate, which would create even more losers. However sound the economics, this mix of political pain and no fiscal gain is unlikely to tempt a struggling politician.

Yet even if Ms Reeves is inclined to tread cautiously as she navigates the budget minefield, she could make small changes. Introducing new council-tax bands, with higher rates for the most expensive properties, could raise hundreds of millions annually, which could be used to cut stamp duty. Such changes would be largely cosmetic, but would at least signal the government's commitment to making the system fairer and more pro-growth. At some point though, politicians will need to find the courage to fix the system. When they do, the wonks will be waiting. #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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London's strikes
Rebellious tube drivers have less bargaining power than before
Rent-seeking meets route-planning
Sep 11, 2025 02:32 PM

Striking out

A FIVE-DAY STRIKE by London's tube drivers has seen the city's streets awash with bicycles. At busy intersections riders formed elongated pelotons: many pedalled to work for the first time, others cycled to and from overground stations, which remained open. Lime, an e-bike hire firm, reported use on Monday was up by 58%. The RMT union, representing transport workers, says it wants higher pay for drivers, whose starting salary of PS68,000 ($92,000) is more than twice that of teachers. But the city becoming easier to bike around may mean that a union once able to bring the capital to a standstill now has less bargaining power. #

For more expert analysis of the biggest stories in Britain, sign up to Blighty, our weekly subscriber-only newsletter.
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Bagehot
A reshuffle and a raucous conference show the misery of power
What happens when nothing matters?
Sep 11, 2025 02:31 PM



A DEMONSTRATION OF the difference between being in government and opposition hung from the ceiling at Reform UK's  party conference, which kicked off in Birmingham on September 5th. "Are you safe from the wealth tax?" asked a sign looming over delegates, alongside a grinning picture of Nigel Farage with a gold coin. It was paid for by Direct Bullion ("Recommended by Nigel Farage"), a gold dealer whose relationship with the Reform leader has earned Mr Farage some PS280,000 ($380,000) in the past year.

About 150km away in Downing Street, Sir Keir Starmer was reshuffling his cabinet after Angela Rayner, the deputy prime minister, resigned for underpaying PS40,000 in stamp duty--a form of wealth tax--on a second home. A hefty reshuffle, with half the cabinet changing jobs, was the result. In government, everything matters. In opposition, nothing does. If anything demonstrated this simple rule of politics, it was the collision of Reform's hubristic conference and Labour's last-minute reshuffle.

It took a week of headlines about Ms Rayner's taxes for the truth to come out. Though Mr Farage was happy to advertise ways to lower tax bills in Birmingham, he was less keen to explain how much stamp duty he had paid on a home in Clacton that he claimed to own himself, but which was in fact bought by his partner. ("How dare you!" replied Mr Farage, with genuine affront, when a journalist asked if he wanted to clear things up.)

Still, sins in government are overlooked in opposition. Outright greed has been a facet of Labour ministers. Their lust for freebies marred their first few months in office. Labour ministers will do anything to stay in power, except forgo free seats to Sabrina Carpenter. Reform attracts little opprobrium for being greedy. And so a few yards from the Direct Bullion stand, Mr Farage began offering a signed Reform FC football shirt (RRP PS39.99) and photo with the leader for PS100 a pop.

Fresh arrivals in Sir Keir's cabinet have already been sent begging for forgiveness from businesses upset by the first year of Labour's government. Peter Kyle, the new business secretary, is off to America this week to remind investors not to overlook Britain. Out of office, Labour husbanded a pro-business reputation; in office, it shed it almost instantly, by raising taxes on employers.

Similar threats from Reform are, so far, happily ignored. In Birmingham Richard Tice, the likely chancellor in any Reform government, emerged in a cloud of hairspray to warn those investing in renewable technologies not to--whether long-hated wind turbines or newly despised batteries. For any lobbyist in the audience who may have missed his message, he demonstrated what he would do with such contracts by ripping up a piece of paper.

Making friends is more straightforward in opposition, too. Yvette Cooper, the new foreign secretary, has the task of maintaining cordial relations with Donald Trump's government. Mr Farage and his party took a short-cut. The Reform leader curried favour with the White House by inviting an anti-vax crank called Aseem Malhotra, a favourite of Robert F. Kennedy junior, Mr Trump's health secretary, to address the conference. Dr Malhotra warned a gasping conference hall that covid-19 jabs might have given members of the royal family cancer. That guaranteed some bad headlines (even the most Reform-friendly newspaper becomes queasy at such a suggestion about the health of King Charles). But it was worth it for more favours from Trumpland.

Labour has a new justice secretary in David Lammy, the former foreign secretary. Britain's prisons are full. Backed-up courts mean people wait years for trials. Who can Reform turn to to fix it? How about, in the words of the compere, "Britain's favourite political prisoner". Lucy Connolly, a 42-year-old mother from Northampton, was sentenced to 31 months in jail for tweeting "Mass deportation now, set fire to all the fucking hotels full of the bastards for all I care" in response to the murder of three children in Southport. On Saturday she emerged on stage in a bright-pink suit, offering to help Reform after her ten-month visit to the slammer. "Wasn't she utterly incredible?" asked Reform's conference host.

Prisons may be a nightmare, but they are nothing compared with Britain's ever-increasing welfare budget. Pat McFadden, formerly Sir Keir's ministerial fixer, must overhaul it. Labour tried and failed to remove PS5bn (0.2% of GDP) from disability benefits, triggering a revolt. Mr McFadden must make the savings without any screaming. Lee Anderson, Reform's plain-talking welfare spokesman, has an easier gig. Rather than lay out how Reform would trim Britain's welfare budget, Mr Anderson pledged to "reward the workers, not the shirkers". The audience cheered.
Poetry versus prose

"Discipline!" shouted Mr Farage, closing the conference in the same spot on stage where the previous day Dame Andrea Jenkyns, Reform's mayor for Greater Lincolnshire, had emerged in a sequinned trouser suit belting out a song she had written, entitled "Insomniac". Local elections are due in 2026 across England--including London--and national elections are due in Scotland and Wales. Reform is set to do well.

The party thinks it is heading for greater office and has begun to celebrate early. On Friday night front pages such as "Nightmare on Downing Street" began to land while, just outside Birmingham International Airport, two of the three still-living members of the Jackson 5 began to play "Blame It On The Boogie" to phone-toting middle-aged Reform members. If an election were held tomorrow, Reform would probably win a majority. That is a remarkable feat for a party which barely existed at the start of 2024. Hubris is already breeding inside Reform. One day Brits may notice the sort of people leading it. Whether that happens after the party enters office or before is the question. Nothing matters; until it does. #
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Europe on a knife-edge
Putin's dangerous drone probe is a moment of truth for NATO
Poland's prime minister warns of "open conflict" with Russia
Sep 11, 2025 03:56 PM | KYIV



IT WAS THE most serious incursion into NATO territory since the foundation of the alliance in 1949. Nineteen Russian drones breached Poland's airspace between 11.30pm on September 9th and 6.30am the next morning. Polish fighter jets, along with Dutch F-35s deployed to Poland earlier this month, shot down some of them. Others crashed. One fell 300km deep into Polish territory. Within hours Poland's government invoked NATO's Article 4, triggering immediate consultation with allies. The Polish army denounced it as an "act of aggression". Donald Tusk, the country's prime minister, noted that it was the first time Russian drones had been shot down over NATO territory. Poland, he said, was at its "closest to open conflict since the second world war".



Russian drones and missiles have frequently breached NATO airspace in the past. Indeed, Ukrainian officials have complained that their allies have chosen to turn a blind eye to previous incursions. In late August a Shahed drone crashed in a cornfield in eastern Poland, some 120km from Warsaw. A Russian Kh-101 missile briefly appeared over Poland in early 2024. Russian drones apparently aimed for Ukrainian ports on the Dniester river have, Ukrainians insist, been intercepted and even landed across the river in Romania. Finland recently accused Russia of violating its airspace with military aircraft twice, in May and June, with Estonia making a similar accusation earlier this month.

Read more of our recent coverage of the Ukraine war


But the scale of the latest incursion far surpasses Russia's previous violations. The drone barrage forced Polish airports to close. Karol Nawrocki, the president, called it "an unprecedented moment in the history of NATO and Poland." In a speech to parliament, Mr Tusk called for the "full mobilisation" of NATO members, and reprimanded those prone to criticise European countries rather than Russia over the war in Ukraine. 

More may be to come. Starting on September 12th, Russia will hold its Zapad ("west") military exercises in Belarus, just across the border from Poland. On paper, 13,000 soldiers will be involved. The real number is expected to be considerably higher, as it was during the last Zapad exercise in late 2021, which amassed some 200,000 troops. Russia attacked Ukraine five months later.

Poland has been taking no chances. On September 9th Mr Tusk announced that the country would close its border with Belarus ahead of the exercises. Russian drones began to appear over the country's skies hours later. Many of them entered Poland directly from Belarus. In a statement, Belarus claimed the drones "had veered off course" because of the use of electronic warfare equipment by Russia and Ukraine.

Russia, too, says the event was unintentional. The country's defence ministry said the drone incursions were inadvertent during an attack on Ukraine, and that it had not targeted any sites in Poland. The ministry said it was "prepared to engage in consultations on this subject with the Polish defence ministry".

Analysts dispute that explanation. "It's hard to believe as many as 19 drones could have gotten out of control," says Marek Swierczynski, a security expert at Polityka Insight, a think-tank in Warsaw. "We can consider this a deliberate incursion." A senior Western military official with detailed knowledge of the incidents says that the incursions appeared to be intentional. Russia may be probing Polish air defences for holes, a mission for which drones are routinely employed in Ukraine.

Poland's government has responded much more decisively than in the past, but it has stopped well short of invoking Article 5, NATO's collective-defence clause. That requires an "armed attack", a threshold that is not formally defined but was deemed to be breached on September 11th 2001, the only time the founding treaty's crucial article has ever been employed. Poland appears to be keeping its powder dry, in anticipation of further and even broader Russian aggression. "We're leaving ourselves some room for manoeuvre," says Mr Swierczynski, "for later on." Article 4 has only been invoked seven times before, most recently in 2022 after Russia's full-scale invasion of Ukraine.

For its part, Russia seems to be testing the willingness of Poland's NATO allies to react collectively to a vivid provocation. Vladimir Putin has long aimed to break the solidarity of the alliance by demonstrating that its members are unwilling to honour the guarantees enshrined in their charter. The alliance's leaders are conscious of the risk. Mark Rutte, NATO's secretary-general, demanded Russia "stop violating allied airspace" and warned that "we will defend every inch of NATO territory." Mr Tusk said he had spoken with the leaders of Finland, Denmark, Norway, Sweden and the Baltic states, countries which, he said, "see the Russian threat clearly."

Mr Rutte called the incursions reckless and dangerous, but said that allied intelligence services were still analysing them to determine whether they were intentional. Mr Putin will be watching to see whether any serious consequences ensue. Donald Trump for a moment suggested that they might. "What's with Russia violating Poland's airspace with drones?" he posted on Truth Social. "Here we go!" But no further statement followed, let alone any action. A failure by NATO to react to an unprecedented violation of a member's airspace will bring Mr Putin a step closer towards his goal of dividing the Atlantic alliance. #

To stay on top of the biggest European stories, sign up to Cafe Europa, our weekly subscriber-only newsletter.
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Last-chance saloon in Paris
France gets a new prime minister
President Emmanuel Macron's latest pick, Sebastien Lecornu, may need to compromise to survive
Sep 11, 2025 05:16 PM | PARIS



FRENCH POLITICS took an absurdist turn this week, after parliament voted on September 8th to bring down a government for the second time in nine months. This time the victim was the centrist Francois Bayrou, whose minority government collapsed after a crushing defeat at a vote of confidence over his unpopular deficit-cutting budget. Last December parliament also toppled his predecessor, the centre-right Michel Barnier, also over the budget. Undeterred, President Emmanuel Macron on September 9th named a close ally, the defence minister Sebastien Lecornu, as his next pick--his fifth prime minister since 2022. Mr Lecornu's task is to try to break the cycle of parliamentary deadlock that has thwarted almost all government business, and turned domestic politics into a sorry repetitive spectacle.

Mr Macron has told his new prime minister to consult widely among France's political parties before forming a government. He wants him to put together a budget for 2026 that can, this time, secure parliamentary approval in advance. Upon taking office on September 10th Mr Lecornu vowed to be "more serious" about working with the opposition, and promised "ruptures" of substance as well as style.

A fierce loyalist, the 39-year-old Mr Lecornu (pictured) is an unusual figure in Mr Macron's inner circle. The son of an aerospace technician and a medical secretary from rural Normandy, he is not a technocrat, nor has he had the elite education favoured by France's  establishment. A former Republican, he was not a founding member of Mr Macron's original centrist venture. Asked to describe his politics, someone who knows Mr Lecornu well calls him a "Gaullist", a term that tends to mean a belief in a strong and independent state.

Yet Mr Lecornu has earned the trust of the president, served in every one of his governments since 2017, and become a valuable source of political insight. Mr Lecornu "is obsessed by politics", comments another source, who says the pair periodically share views over a late-night whisky. Mr Lecornu talks to those whose views he does not share, including not only the Socialists but the hard-right Marine Le Pen. A reservist in the gendarmerie, which reports to the defence ministry, he has been a respected defence minister, not least for having protected the military budget.

The best hope is that such skills can help him achieve what Mr Macron's two previous prime ministers failed to do: find common ground among not only the centrists and the centre-right but the centre-left, too. In a lower house split into three hostile blocs, this means, at a minimum, peeling the Socialists away from their left-wing opposition grouping.

The price for securing even a non-aggression pact with their party would involve big concessions. One could be over the scale of the planned fiscal consolidation. Mr Bayrou wanted EU44bn ($51bn) of budget savings to curb the deficit to 4.6% of GDP in 2026. Olivier Faure, the Socialist leader, wants half as much. Another could be over a wealth tax on the super-rich, something Mr Macron has so far resisted. Mr Faure argues for a 2% minimum annual tax on fortunes over EU100m. Such a plan would undermine Mr Macron's record of supporting wealth creation and business. But, asks a centrist deputy, "does the president have a choice?" He may well decide that things have changed, and that stability now matters more.

The trouble is that, even if Mr Lecornu proves to be a more skilful negotiator, he will still face the same divided and recalcitrant parliament. By themselves the Socialists hold only 66 seats in the 577-seat assembly; he needs to win round a dozen other members too, while keeping the centre-right Republicans party onside. Meanwhile both the extremes are delighting in the disorder. On the hard left, Jean-Luc Melenchon is enraged by Mr Faure's willingness to talk, and wants Mr Macron to resign. On the hard right, Ms Le Pen said that by appointing Mr Lecornu the president had "fired the last bullet of Macronism". She wants fresh elections, which she thinks will take her party and its friends into government.

France is facing a period of triple trouble: as well as political uncertainty, it is contending with market edginess and popular restlessness. France's borrowing costs are already higher than those of Greece. On September 10th an amorphous movement under the banner "Bloquons tout" (Let's block everything) tried to bring the country to a standstill. It failed, though sporadic blockages affected some parts of Paris and other cities, and over 500 people were arrested. A day of strikes is planned for September 18th.

When Mr Macron launched a broad centrist movement in 2016, his core idea was to bring together moderate politicians of all stripes to build a bulwark against the extremes. That project now looks more fragile than ever. Mr Lecornu may have one last chance to make it work. #

To stay on top of the biggest European stories, sign up to Cafe Europa, our weekly subscriber-only newsletter.
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Alarm bells
Might Bosnia be about to break up?
A referendum and an election beckon
Sep 11, 2025 02:31 PM



THE CITIZENS of Bosnia--Bosnia and Herzegovina, to give it its correct full name--would like to know when a president is not a president. On August 6th the country's Central Election Commission stripped Milorad Dodik of the presidency of the Serbian autonomous half of the country, known as the Republika Srpska (RS), a decision that has since been upheld on appeal. Yet Mr Dodik refuses to accept this. Thirty years after the end of the Bosnian war, the country lurches from crisis to crisis. But even by Bosnian standards, this one looks exceptionally grave.

Bosnia's post-war settlement saw it comprised of two autonomous "entities" and a weak central government. But, left over from the agreement, there is also a foreign-appointed "High Representative" who has a lot of power, should he choose to exercise it. More than a thousand troops from an EU-led force, mandated by the UN Security Council, are also stationed in the country to help with security.



One of the entities is home mostly to Bosniaks (Bosnian Muslims) and Croats. The other, the RS, is home mostly to Serbs. Mr Dodik, who first came to power in 1998, has long flip-flopped between saying he wants independence for his statelet or instead a return to the basics of the original peace deal of 1996, which would mean the central government having even less power than it does today.

The election commission's action came in the wake of Mr Dodik's conviction and ban on holding public office for six years, for flouting rulings by Christian Schmidt, the (German) High Representative. Backed by Russia and China, Mr Dodik says that Mr Schmidt's appointment was illegal and that he does not recognise his authority. Despite this, Mr Dodik paid a fine to avoid jail. He is now appealing to the Constitutional Court in a bid to overturn his conviction. He is doing this to eventually take his case to the European Court of Human Rights. This is ironic, given that the original dispute began after the RS passed legislation stating that the Constitutional Court no longer had jurisdiction in its half of the country.

Mr Dodik has called a referendum for October 25th asking whether RS citizens accept his removal from office. Already under American sanctions, Mr Dodik has been courting the administration of Donald Trump, so far to no avail. He visited Moscow on September 9th to ask for Russian support. The country is "occupied" and "the last colony in Europe", he says. Opposition parties in the RS are weak and divided, and anyone who dares run in the new presidential election set for November 23rd will be branded a traitor.

Milos Solaja, an analyst in Banja Luka, the RS capital, says few Serbs will vote in the election but that it is "very, very likely" that Mr Dodik will win his referendum. He warns, however, that this is a moment of "absolute uncertainty". What could happen is that Bosniaks and Croats who live in the RS will turn out to elect, in the absence of many Serb votes, a candidate who will be recognised by them and by Western countries, but not by most people in the RS. After this, says Mr Dodik, "the conditions will be created for holding a definitive referendum on independence. And I think this is an unstoppable path." 

Depending on how much support Mr Dodik can garner in the coming weeks, domestically and abroad, he will have to make a decision on whether to quietly step back or go for broke, with all the risks that breaking up Bosnia could entail. #

To stay on top of the biggest European stories, sign up to Cafe Europa, our weekly subscriber-only newsletter.
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Old money
A crisis in long-term care of Europe's elderly
The costs of neglect are huge
Sep 11, 2025 02:30 PM



IN A PRETTY six-storey building in Bad Laer, a small town in Lower Saxony, Jina Reye spends seven hours a day washing dirty hands, spooning food into mouths and soothing tempers. Ms Reye is not dealing with tricky toddlers. She looks after people with advanced dementia, who she says "go back to being like a child". Some are reluctant to follow instructions; others respond aggressively. There is roughly one staff member for every two patients, but Ms Reye says that is not enough.



Europe's population is ageing rapidly. The median age for the continent is 43, compared with the global median of 31. By 2050 6% of the EU's people will be older than 85, more than double the current share. Western European countries like Germany are better off than most. It is in southern and eastern Europe that the population is oldest and young people are leaving fastest. In Italy, Europe's oldest country, the median age is 49; in 2021 alone 2.8% of its university graduates aged between 25 and 34 emigrated. In Greece, Lithuania and Latvia, similarly "old" countries, the working-age population will decrease by 20% from 2023 to 2050, according to Bruegel, a think-tank in Brussels.

The need for long-term care (LTC) services, a term for the support given to those unable to carry out daily activities by themselves (such as the elderly or the disabled), will balloon as a result. In Germany, 79% of LTC services already go to those aged over 65. The EU's research centre estimates that the number of people over 50 with LTC needs will increase from 19.7m in 2020 to 27.1m by 2050.

Although public spending on health care is high in most European countries, the share spent on LTC varies. In 2022 Sweden, the Netherlands and Norway spent more than a quarter of their health budgets on LTC. In contrast, few southern and eastern European countries spend more than 10%. Labour supply is dwindling. LTC workers make up 7% of the total workforce in Sweden, but less than 1% in Romania, Cyprus and Greece. In Bulgaria services are almost non-existent. Zornitsa Karagyozova of Alzheimer Bulgaria, a civil-society association, notes that there have been no official statistics on dementia diagnoses for ten years. Medical degrees in university do not even offer specialisations in gerontology, she says.

Care workers find themselves underpaid, overburdened and spread thin. "We want to do more preventive work in the future," insists Martina Horvat, the national co-ordinator for community nurses in Slovenia. But since the covid pandemic, blood testing, wound care and catheter-changing responsibilities have been transferred from physicians to her nurses, making it even harder to provide preventive care. 

Politicians often reckon that spending more on care for the aged will blow up their already-stressed budgets. But there are also considerable costs to not doing so. Informal carers need to reduce their working hours or quit their jobs entirely, and their work at home does not contribute to state pensions or private savings. Jonathan Cylus, a researcher at the European Observatory on Health Systems and Policies, argues that insufficient spending now will create more problems down the line: "By not investing now, you're basically penalising another generation."

Spending more generously on preventive care would also keep elderly citizens active in the economy for longer. The "ageing in place"' approach, increasingly adopted in Nordic and western European countries, aims to keep older people in their homes for longer. LTC workers can do the housekeeping, cooking and laundry while prompting patients to be independent where they can. Daily activities like shopping, child care or volunteering keep them active in the economy and society. Mobility exercises are less expensive than trips to the hospital.

Some countries are already biting the bullet when it comes to LTC spending. In July Slovenia implemented a mandatory LTC contribution which takes 1% of salaries (or net pensions for those no longer working), or 2% of earnings for the self-employed. Italy made changes to its benefits programme in January. Those above 80 years old who have serious illnesses and are unable to provide for themselves will receive a total monthly allowance of EU1,380 ($1,600) to cover LTC expenses. The aim of these allowances is to reduce the use of residential care homes and ease the burden on public systems.

Europe offers an early warning sign for the rest of the world. Over the next three decades, as life expectancy rises, the number of older people in Latin America and the Caribbean will more than double, and in Africa it is expected to more than treble. Public health-care spending in both regions is low compared to Europe's, and very few countries have started thinking about LTC. If they want to blunt the fiscal strain of ageing, they should start investing early.

For Europe, the shift towards an LTC system that can keep up with demand will be a mad scramble. But it is essential as the voting population ages. Other countries should not wait too long. Old age will creep up on all of them eventually. #

To stay on top of the biggest European stories, sign up to Cafe Europa, our weekly subscriber-only newsletter.
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Sweet and sour on Vladimir Putin
Italy's coalition sends mixed messages on Ukraine and Russia
Italian voters are ambivalent, so the government is too
Sep 11, 2025 02:31 PM | ROME

Sartorial sycophancy

MATTEO SALVINI, Italy's populist deputy prime minister, is again beating the drum for Vladimir Putin. At a meeting of the European Parliament in Strasbourg in 2015, the leader of the hard-right League party famously wore a T-shirt emblazoned with the Russian president's face. He also once said he would like to have Mr Putin as Italy's prime minister "tomorrow". But on joining Giorgia Meloni's avowedly pro-Ukrainian coalition government in 2022, eight months after the invasion, Mr Salvini had to tone down the hero-worship.

However, since Donald Trump's return to power the League has been exploiting public fatigue with the war. With a string of regional elections scheduled over the next three months, the party is looking for ways to differentiate itself from Ms Meloni's Brothers of Italy (FdI). Should it fail, it risks electoral collapse. Polls put support for the League at around 9%, with Ms Meloni's FdI at 29%.

Read more of our recent coverage of the Ukraine war


Many on the Italian right have long admired Mr Putin's anti-gay policies and professed belief in the traditional family. With Mr Trump back in the White House, Mr Salvini now seems emboldened. He says Ukraine cannot win the war, and calls on Volodymyr Zelensky to negotiate with Mr Putin without "getting touchy". Last month he sparked a diplomatic spat with France by opposing the deployment of European troops in Ukraine. "You go there if you want. Put your helmet on, your jacket, your rifle and you go to Ukraine," he told reporters, mockingly referring to President Emmanuel Macron.

Mr Trump's return to office and his periodic criticism of Mr Zelensky have given Mr Salvini licence to be more outspoken, says Daniele Albertazzi, a political scientist at the University of Surrey. "Public opinion in Italy is much more sceptical of NATO's role in the world," he notes. "A lot of people in Italy don't believe it is all Russia's fault and many voters don't like the idea of Italian involvement which could lead to conflict with Russia."

Seven of Italy's 20 regions are expected to hold elections by year's end. A recent survey by Youtrend, an Italian pollster, found that six in ten League supporters oppose giving Ukraine a security guarantee, compared with only a third of Ms Meloni's voters. Mr Salvini is also fending off pressure from his rival and deputy party leader, Roberto Vannacci, an outspoken former general who said last year that "between Putin and Zelensky, I choose Putin." 


In a move seen as a concession to Mr Salvini, Ms Meloni last month nominated Stefano Beltrame, his former diplomatic adviser, as ambassador to Moscow. Mr Salvini's efforts to stake out a contrasting position on Russia mean tension in the coalition is likely to continue. But he will probably stick to provocative yet symbolic statements, rather than threaten the unity of the coalition.

Indeed, the League denies that any shift towards Moscow has occurred. "We have not become more pro-Russian, but we appreciate Trump's efforts to reach a peace agreement," says a party spokesperson. The party has always voted in favour of measures supporting Ukraine,  and the coalition is not at risk. The League, he says, is simply "against military engagement by our soldiers". #

To stay on top of the biggest European stories, sign up to Cafe Europa, our weekly subscriber-only newsletter.
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Charlemagne
Europe has an urgency deficit
The continent has gone soft in the heat of crisis
Sep 11, 2025 03:56 PM



DEFICITS ARE like cheeses: both come in many varieties, are something of a European speciality, and become problematic if left to fester too long. A deficit in government spending, the hardy perennial of European politics, has a proven ability to topple governments from Athens to Paris at a single whiff. A demographic deficit in most European countries brings into question the long-term viability of its welfare system--a problem as hard as an aged comte to scrape away. There are sectoral trade deficits, for example in manufactured goods with China or tech services with America, both of which make for geopolitical dependencies that leave European politicians bluer in the face than a vein of gorgonzola mould. Critics of the European Union's institutions highlight the democratic deficit, whereby citizens across the continent have little idea what Eurocrats who are meant to be representing their interests in Brussels are churning on their behalf.

But these days one deficit trumps them all: the urgency deficit. Europe is a continent in peril. Its economy is souring; its geopolitical position crumbling like aged feta. Ideas for how to solve this are plentiful, yet the ardent will to enact them seems eerily absent. The gap between the diagnosis of the continent's problems and the production of solutions has become a continental chasm. Can Europe find a whey forward? The continent's languid mindset was once a tolerable foible, the inevitable upshot of dozens of countries building an ever-closer union, one issue at a time. In the age of a revanchist Russia lobbing drones into EU territory and a flaky America imposing lopsided trade deals, it feels like an unaffordable luxury. Europe's geopolitical rivals move--if not always in the right direction--at the speed of presidential edicts and proclamations. In contrast, while the world burns, Europe's urgency melts away like a reblochon on a hot day.

Take the continent's economic growth, currently as soft as a ripe camembert. September 9th marked the first anniversary of the release of Mario Draghi's report on EU competitiveness, commissioned by the bloc as a blueprint to escape a two-decade economic morass. The verdict from the former president of the European Central Bank was suitably damning. Alas, a year later little of what it recommended in its 400 door-stopping pages has been enacted. A much-publicised bonfire of EU red tape strangling businesses is itself partly caught up in the red tape needed to get it through the bloc's legislative process. Hopes for a rapid expansion of the single market to areas like banking are pondered endlessly, yet appear as unattainable as ever. Mr Draghi's vision presupposes a much larger EU budget, perhaps to be funded by debt that is jointly issued by its 27 member states. Yet when a proposal for even a moderately bigger budget was put forward by the European Commission in July, Germany shot it down within hours. Europe is left with a grating sense of deja vu.

Perhaps even more alarming than Europe's economy is its security. NATO members agreed in June that they would allocate 3.5% of GDP to core defence spending--but gave themselves a leisurely decade to get there (with Spain proudly announcing it probably never would). Boosting local arms-makers was once an urgent priority for the EU. The "European Defence Industry Programme" was devised to resolve a decades-old problem of duplication and inefficiency in procurement. Announced with much fanfare in March 2024, the plan remains mired in negotiations between EU member states and the European Parliament. After six weeks of a well-earned summer holiday, negotiators for both sides are back at it; optimists hope they will finish by the end of the year. Until then, the bold ploy that would help rearm Europe is being churned endlessly, producing plenty of froth but no butter.

A follow-up scheme whereby EU member states could use a EU150bn ($176bn) joint credit line for financing weapons purchases was unveiled by the commission in March. Member states have indicated they are keen. Alas, the European Parliament is taking legal action to have it blocked on procedural grounds, even though it says it supports the measure. European governments first mooted the possibility of putting boots on the ground in Ukraine over a year ago. A "coalition of the willing" has been in talks for over six months to flesh out the details as part of a peace deal with Russia. But the plan has more holes in it than a slab of emmental: it remains unclear how many countries would be willing to join the effort, let alone how many troops they would send.
Cheddar late than never

How did Europe become the continent where urgency goes to die? Messy politics is part of it. Charles de Gaulle moaned about the difficulty of governing a country with 246 kinds of cheese. Europe has thousands. Worse, what is considered a delicacy in one is dismissed as indigestible in another. Moving forward on any major EU policy, from imposing sanctions on Russia to deepening the single market, requires the agreement of governments often stuck in the morass of domestic politics. Any idea of boldly reforming the bloc in the past year was put on hold while Germany picked a new chancellor and Poland a president. Now it is the curdled political situation in France that is the most pungent problem.

Bemoaning the EU's cumbersome ways might seem as useful as crying over spilt milk. Nonetheless the president of the commission, Ursula von der Leyen, in her annual state-of-the-union speech this week pleaded that the state of the world today requires a renewed sense of urgency from European citizens and politicians--again. "Does Europe have the stomach for this fight?" she asked. "Do we have the unity and the sense of urgency?" These are the right questions. For if the EU continues to age like a cheese left unattended, its legacy will be like a forgotten brie--destined for the compost heap. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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Beyond debate
Charlie Kirk challenged liberals until the day he was murdered
The activist embodied a fiery style of conservatism and energised young voters
Sep 11, 2025 03:35 PM | Washington, DC



CHARLIE KIRK always contended that it was better to challenge bad ideas, as he saw them, than to swallow them. His professional life was devoted to this belief. At the age of 18 he dropped out of university to launch what would become America's most prominent conservative youth organisation, Turning Point USA (TPUSA). On September 10th Mr Kirk was shot dead at a college campus in Utah doing precisely what had brought him fame, purpose and, to MAGA supporters, great acclaim: debating liberals.

Police have yet to arrest or name a suspect. On social media President Donald Trump called Mr Kirk "legendary", adding that "no one understood" young Americans like he did. The murder follows a spate of politically motivated attacks in recent years including, of course, two attempts on the president's life last year.

Mr Kirk accomplished much in his 31 years. In the early days of TPUSA, Republican donors whom he tapped for cash must have been taken aback. Here was a gangly teenager who barely knew how to knot a necktie. Yet soon they were writing cheques, charmed by his bulldog tenacity and fierce commitment to the cause of free markets and small government. They bet on the right horse. Mr Kirk proved a formidable organiser; today TPUSA is a juggernaut. By 2023 the total revenue of TPUSA and its lobbying arm was $92.4m, according to the New York Times. It has chapters at 850 colleges and hosts buzzy events featuring big names from the political right, Mr Trump included.

Mr Kirk's influence also stemmed from his reputation as a tribune of the right, someone who was unafraid to defend conservatism against an imagined horde of blinkered libtards. Among TikTok users under 30 who voted for Mr Trump in 2024, Mr Kirk was the most trusted individual on the platform, a survey by TikTok found. He may have helped Mr Trump retake the presidency. In last year's election Kamala Harris's margin of victory among young voters was 12 points lower than Joe Biden's in 2020, a bigger swing than for any other age group. Mr Trump reportedly credited Mr Kirk for contributing to his improved showing among young voters.

Mr Kirk could easily have used his influence as a springboard to elected office. Certainly he demonstrated an aptitude for shaping the Republican Party. TPUSA spent tens of millions of dollars on a get-out-the vote campaign last year and Mr Kirk helped force out the chair of the Republican National Committee. After Mr Trump was re-elected, Mr Kirk helped vet prospective appointees to the cabinet. He had become a power-broker.

Yet Mr Kirk always maintained that he was not interested in running for office. He had something more consequential in mind. He believed that "wokism" threatened to destroy the country. America would be saved not at the ballot box but in the crucibles where culture is forged, like college campuses. A devout Christian, he wanted to carry on travelling from campus to campus, ripping the blinkers off liberal students' eyes, educating them about the evils of critical race theory and gender ideology and urging them to start families and reclaim America for Jesus Christ.

Mr Kirk was bellicose and fiery on the stump, reflecting an age defined by partisan rancour. Americans' growing mistrust of and even hatred for their political opponents has been accompanied by a disturbing increase in assaults, near-misses and threats in recent years. These have included an arson attack targeting Josh Shapiro, the Democratic governor of Pennsylvania; a thwarted plot to kidnap Gretchen Whitmer, the Democratic governor of Michigan; and another to kill Brett Kavanaugh, a Supreme Court justice. In 2022 a man broke into the home of Nancy Pelosi, the then speaker of the House of Representatives, and bludgeoned her husband with a hammer. In June a state representative from Minnesota and her husband were murdered at home. Mr Trump was lucky to survive being shot at an open-air campaign rally in Pennsylvania.

Americans overwhelmingly reject political violence. Surveys suggest that less than a tenth endorse it and that support is roughly the same on the left and right. But in a country awash with guns, it only takes one person to commit a heinous, attention-grabbing act. "People who are looking for a purpose, who want to claim a historical mission, are moved by a public conversation that says 'you'll get attention, you'll be lauded if you hurt someone in a public way'," notes Rachel Kleinfeld of the Carnegie Endowment for International Peace, a think-tank. This applies equally to attacks against politicians as to the murder of a health-care executive last year.

Two factors tend to influence support for political violence. When elites condemn it, citizens listen: people have a follow-the-leader instinct, says Robb Willer, a sociologist at Stanford University. A second factor is partisans' perception of what the other side thinks. Both Democrats and Republicans hold exaggerated ideas about how much their rivals tolerate violence when in fact both sides mostly abhor it. This fuels misperceptions all around.

Approval of political violence is not high in absolute terms, but it is still too high, says Mr Willer. Fixing that comes through engagement. Mr Kirk acknowledged this himself. Once a woman frostily asked him why he had come to her campus. He replied firmly, "When people stop talking, that's when you get violence." #

Stay on top of American politics with The US in brief, our daily newsletter with fast analysis of the most important political news, and Checks and Balance, a weekly note from our Lexington columnist that examines the state of American democracy and the issues that matter to voters.
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Bye-undai
The ICE raid at Hyundai was a massive own goal
Georgia spent years wooing the foreign carmaker
Sep 11, 2025 02:31 PM | Ellabell



THE PRESIDENT is fixated on America's Democratic cities. Going after places that welcome immigrants has become a favourite policy. Yet on September 4th his administration arrested 475 foreign workers at a Hyundai electric-car factory just outside Ellabell, Georgia, a sleepy rural town deep in Republican country. Over 400 agents fanned out across the plant, ordering workers to present their papers or be carted off. Most of the people detained were South Korean nationals with the wrong kind of visas. Homeland Security declared it the biggest worksite raid ever conducted in the department's two-decade history. 

At first glance this makes sense. Donald Trump has made clear his goal of arresting and deporting as many illegal immigrants as possible. But he is also a president who wants to bring back manufacturing and entice foreign companies to invest in big projects on American soil. In Georgia, Hyundai was doing exactly that.

More than a decade ago the state of Georgia, the city of Savannah and four surrounding counties teamed up to woo a big firm to breathe life back into agricultural counties near the coast that did not have enough jobs to keep high-school graduates from leaving. Brian Kemp, the governor, travelled to South Korea to negotiate a deal and eventually secured a $12.6bn investment from Hyundai for a plant that promised 8,500 new jobs. The local economic-development group worked tirelessly to make the rural region attractive to Korean executives: it helped rezone land to allow for more single- and multi-family homes and encouraged voters in a referendum to endorse the construction of more schools. Since the project began in 2022, state and local governments have spent over $350m to improve the roads. They also made the area's ports deeper and wider to accommodate ships bringing parts in and cars out.

The project has been a smashing success. The factory celebrated its grand opening in March. Cars and T-shirts that day were decorated with "Made in Georgia" stickers. Although the big bosses are foreigners, the suppliers are mostly locals. Within an hour's drive of the plant 20 companies that sell materials or component parts to Hyundai have popped up. Locally sourced products will make up more than 90% of the finished vehicles. The project is bringing more economic benefit to Georgia than the Atlanta Olympics did, says Trip Tollison, the head of the Savannah Economic Development Authority. Where there were Dollar Generals and barbecue joints there are now Korean grocers and high-end hot-pot restaurants.

The raid puts Mr Kemp--not Mr Trump's favourite Republican, but an influential Republican nonetheless--in an awkward position. The governor sees the factory as his biggest economic achievement, defending it even when members of his party criticised him for backing Joe Biden's green-energy agenda. Now Mr Kemp is mostly staying quiet, perhaps partly because the state clearly played a role in the raid. Georgia troopers blocked off roads before the feds went in, and Georgia Department of Corrections buses took the foreigners away.

Mr Tollison is confident that the immigration raid will not put the Hyundai deal in jeopardy. It could, however, make other companies more skittish. Cho Hyun, South Korea's foreign minister, flew to Washington on September 8th, returning just weeks after his president negotiated a 15% tariff cap with Mr Trump. South Korea wants more legal visa options for Korean workers who have specialised skills. Those working at the Hyundai factory illegally were subcontractors flown over to install and inspect line equipment. Korean firms have long complained about lengthy visa waits, which delay construction.

The Savannah economic-development team is working to set up advanced manufacturing programmes at local colleges. They are even teaching the basics in primary school. One day, perhaps, Ellabell will have enough skilled workers to do all the jobs that need doing. But that will do nothing for the region's, and the country's, carmaking ambitions now. #

Stay on top of American politics with The US in brief, our daily newsletter with fast analysis of the most important political news, and Checks and Balance, a weekly note from our Lexington columnist that examines the state of American democracy and the issues that matter to voters.
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Swab tests
The pitfalls of being a non-profit that is beholden to government
Planned Parenthood and the consequences of defunding it
Sep 11, 2025 02:31 PM | NEW YORK



WHILE REPUBLICANS in Washington have stalled on trying to ban abortion nationally, they are having success in cutting funding to America's largest abortion provider. The pressure campaign against Planned Parenthood offers a case study of how non-profits dependent on federal money and out of step with MAGA priorities can be as vulnerable as universities to financial upheaval.

Congress, the Supreme Court and the federal bureaucracy have all taken actions that have blocked federal funds, Planned Parenthood's largest source of revenue. It is an "assault coming from all sides and all branches of government", says Alexis McGill Johnson, the organisation's head; it amounts to "a backdoor abortion ban, while also denying services" like contraception, STI testing and cancer screenings. She says that a third of Planned Parenthood clinics are at risk of closure if it is permanently cut off from federal funds.

Planned Parenthood has a distinct role in American health care. One in three women and one in ten men have sought care at a Planned Parenthood clinic. There is no other similar organisation that has such a breadth. Planned Parenthood reports that in 2024 it provided more than 9m services, including 5m STI tests (for comparison, the safety-net programme which provides reproductive care, known as Title X, offered 4.6m STI tests in 2023).

The organisation's management is decentralised: local affiliates are responsible for the day-to-day running of networks of clinics. Though federal law blocks Planned Parenthood from using government funds for abortion care, its largest source of financing is Medicaid, a government health programme for the poor, because of the other kinds of treatment it provides. That has made it vulnerable. Conservatives have long yearned to defund the organisation. Mike Pence, then an Indiana congressman, first introduced an amendment in Congress to do so in 2007. Those dreams are finally becoming reality.

Planned Parenthood faces three funding challenges. The first comes from the One Big Beautiful Bill (BBB) Act, the Republican megalaw. It establishes a one-year ban on federal Medicaid payments to abortion providers which received more than $800,000 in 2023. Although not all Planned Parenthood clinics provide abortions, they could be blocked from Medicaid even if they are just part of a network that does. This would be "a devastating blow", says Alina Salganicoff of KFF, a non-partisan health-research organisation. For now enforcement is on hold while Planned Parenthood sues.

The second challenge arose from a Supreme Court ruling in June in Medina v Planned Parenthood South Atlantic. The court decided that states can block certain providers from their Medicaid programmes, clearing the way for state-level bans. Whereas the BBB's provision hits Planned Parenthood affiliates in states where abortion is legal, Medina's impact will be felt in states that have long been hostile to the procedure and are seeking to block the provider further. At least 14 states have already tried to block Planned Parenthood from state Medicaid programmes in the past decade. And whereas the defunding provision in the BBB is set to expire after a year, state bans are likely to last much longer.

The third blow has come from the Trump administration's decision to pause payments under Title X. It is currently withholding funds from just under a fifth of all Title X grantees, including 144 Planned Parenthood clinics.

All this upends Planned Parenthood's funding model. The organisation estimates that because of the BBB, 200 of its clinics are at risk of closure. And because the federal government pays 90% of the cost of family-planning services, as state budgets are squeezed by other federal cuts, "it becomes much more difficult, even in a state like California, to try to kind of fill that gap," says Ms Salganicoff. Planned Parenthood has already announced the closure of over 30 clinics this year.

Where will this lead? When Texas blocked Planned Parenthood from a state family-planning programme in 2013, fewer people got contraception and there was an increase in the share of births covered by Medicaid. Though public hospitals and other safety-net clinics will meet some of the demand, they will struggle to scale up quickly enough to catch all Planned Parenthood's patients. "There will be people who fall through cracks," warns Ms McGill Johnson. An uptick in births is one reason that the Congressional Budget Office, a non-partisan scorekeeper, expects the defunding of Planned Parenthood to end up costing the federal government $52m. #

Stay on top of American politics with The US in brief, our daily newsletter with fast analysis of the most important political news, and Checks and Balance, a weekly note from our Lexington columnist that examines the state of American democracy and the issues that matter to voters.
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Schumpeter
In French business, boring beats sexy
To find solace from France's corporate malaise, look away from the glamorous
Sep 11, 2025 02:32 PM



FRANCE IS THE land of haute cuisine and haute couture. Of elegance and aesthetics. Of sophistication and sex appeal. This stereotype extends to business. The largest French companies, LVMH and Hermes, are purveyors of luxury to the global elites. Yet as the country enters another political crisis following the collapse on September 8th of the second government in less than a year, it is a rather duller side of France SA that is outshining the rest.

The latest crisis was precipitated by the minority government's effort to start plugging a widening fiscal hole. This is necessary--and in keeping with the pro-market instincts of the centrist president, Emmanuel Macron. It is also predictably unpopular. A nascent social-media movement wants to "block everything". Protests erupted on September 10th. The sole, unhappy concession to stability is French GDP, which despite Mr Macron's reformist efforts has not moved much since he was re-elected in 2022.

Bond markets are on edge. So are other investors. Venture capitalists have just had their quietest French quarter in more than five years, according to PitchBook, a data provider. Buy-out barbarians spy few gates worth storming. France's CAC 40 is dead-last among the rich world's blue-chip indices over the past year. It has risen by 4%, barely more than a third as much as Britain's FTSE 100 and America's Dow Jones Industrial Average, the other two stragglers. Japanese stocks have jumped by a fifth, Canadian ones by a quarter and Hong Kong's by half. German, Italian and Spanish share prices are up by a third or so.

The resulting existential dread enveloping many French boardrooms would make Jean-Paul Sartre seem chirpy. Even LVMH and Hermes are looking tattered. Frayed by Donald Trump's trade war and the Chinese bling-buyers' increasingly Sartrean gloom, they have shed nearly EU200bn ($235bn) in value since mid-February, equivalent to 30% of their combined market capitalisation. If this formidable duo are suffering malaise, having long been the main exception to it among French businesses, what hope is there for anyone else?

A fair bit, in fact--so long as you avert your gaze from high fashion, high tech, high finance and other glamorous industries du jour. Look instead at the unsexy, and France has lots to offer.

The first unsexy French exception can be found among perennial corporate disappointments. Examples include Danone, France's yogurt champion; Orange, its biggest telecoms operator; and Societe Generale, its fourth-largest bank by assets. By January this year anyone who had bought shares in any of them at the start of 2020 saw virtually no net returns (and that is including dividends). Since then all three have been some of the best-performing large firms globally in their respective sectors. Their share prices have shot up by 15%, 40% and 100%, respectively.

Danone is finally skimming the cream from its decision a couple of years ago to ditch its obsession with stakeholder value and focus on shareholders. Societe Generale, too, is cashing in on a two-year-old turnaround plan, which has involved deep cost cuts, sales of non-core units and a refocus on domestic retail banking. JPMorgan Chase, a bank, expects a "break-out year" for Orange, as it reins in capital spending on network expansion and takes advantage of European regulators' new-found tolerance for consolidation to snap up a rival or two.

The second source of solace comes from France's smaller publicly traded firms, which lack the cachet of the CAC 40. Being more exposed than multinationals to the European economy, they have suffered disproportionately from its prolonged sluggishness. But this also makes them less vulnerable to global disruption brought about by Mr Trump's witless trade policy and the protectionist responses it is eliciting from other countries.

So far this year the MSCI index of France's listed minnows has climbed by 15%, three times as much as the CAC 40 and not far off Germany's DAX, the rich world's second-hottest major index of 2025 behind the sizzling Hang Seng. The small French fry have also outshone their American opposite numbers in the Russell 2000, susceptible to Mr Trump's erratic economic policymaking. They have even got one over on the NASDAQ, full of frothy artificial-intelligence (AI) stocks.

A third group of French winners are the least chic of all. Since 2019 the operating profits of Engie and Veolia, two boring utilities, have more than doubled, growing at twice the compound annual rate of a typical global rival. Their return on capital is higher, too. The net profit of Saint-Gobain, which churns out building materials, leaves most peers in the dust. Vinci boasts the highest operating margin among the West's big builders (and with a market capitalisation of $73bn is far and away the most valuable). Since 2019 Schneider Electric and Legrand have outgrown most rival makers of electrical components in terms of sales.
The discreet charm of the bourgeoisie

If the luxury sector is the product of France's sharp dress sense, these dull businesses are testament to the country's knack for producing sharp engineers, remarks Gerry Fowler of UBS, a bank. Like Societe Generale, Orange and the minnows, they are benefiting from lower reliance on global markets. Europe's embrace of decarbonisation, with its attendant infrastructure needs, provides a helpful tailwind.

France has some game left in glamorous sectors. Mistral, a Parisian startup, is the most coveted AI model-builder outside America and China; it has just secured a EU1.3bn investment from ASML, a Dutch chip-industry star. Franco-German Airbus flies rings round Boeing. French admen are the world's canniest. LVMH and Hermes remain peerless in luxury, recent stumbles notwithstanding. But elsewhere in French business, dull is the new black. #

Subscribers to The Economist can sign up to our Opinion newsletter, which brings together the best of our leaders, columns, guest essays and reader correspondence.
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