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FOREWORD

At a time when hard-won progress can seem under threat CapX is proud to present this
groundbreaking collection of essays on the theme of Illiberalism in Europe.

This book explores the different challenges to liberal economies and societies across the
continent, from populism to protectionism, threats to free speech and the scourge of corruption.

Taken together, these essays provide a road-map to the continent’s current challenges - and how,
with a little imagination and focus, we might overcome them.

In our first essay, Hans Kundnani explains why the idea of a simple split between what we
might call ‘liberalism’ and ‘illiberalism’ may be false. Equally, ‘populism’ exists in numerous
guises and cannot be reduced to a single movement or phenomenon. Britain’s vote to leave
the EU perfectly encapsulates this complexity — on the one hand a cri de coeur from the post-
industrial heartlands, on the other a project of hyper-liberal neo-Thatcherites who want

to see a tax-cutting, deregulated economy unshackled from Brussels’ monolithic approach.
Things are rarely as simple as they seem.

The scene set, we dive into the detail. The EU’s cack-handed approach to regulation and
subsidies is the subject of Kai Weiss’ essay on the Common Agricultural Policy, in which he
details how trade has been distorted, billions of taxpayers’ money wasted, and how a more
liberal approach has worked far better elsewhere.

But Europe is more than the EU, and the future of the continent rests just as much on

its eastern borders. CapX editor John Ashmore travelled to Ukraine to find out how the
government of former comedian Volodymyr Zelensky is trying to turn a creaking post-Soviet
shambles of an economy into a dynamic, free-trading beacon - and the obstacles standing in
his way.

It’s not just in Europe’s poorest country where people are suffering from bad public policy.
In his essay, German MP Oliver Luksic sets out how a hopelessly misguided energy policy is
undermining the livelihood of German carmakers and threatening to puncture the country’s
entire economy.

But Illiberalism is not just about economics, of course. Stand-up comedian

Konstantin Kisin knows only too well that policing people’s speech has also become all
too prevalent. Born in the Soviet Union, Kisin brings both historical perspective and
insight rooted in personal experience to explore the rise of ‘wokeness’ and how it threatens
free speech.
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Emmanuel Macron was once hailed as the saviour of liberalism not just in France, but across
the continent. French commentator Anne-Elisabeth Moutet says the Macron project has
fallen well-short of those hopes, with the president’s top-down, bureaucratic approach
proving anything but revolutionary.

[f Macron is the posterboy of liberalism, the opposite is true of Viktor Orban. As Dalibor
Rohac argues, too many on the right have been willing to give authoritarians such as Orban
or Poland’s PiS the benefit of the doubt, even though their policies are inimical to both
freedom of speech and economic freedom.

Returning to the powerhouse of Europe’s economy, Germany, author and academic Rainer
Zitelmann explains how a centrally planned, statist approach to housing has pushed up prices,
undermined the market and threatens to rekindle the very worst policies of the old GDR.

John Hulsman then offers an exposition of the way Europe’s political elite has fostered and
fomented an illiberal climate by failing to respond to voters’ concerns. A combination of
perpetual low growth in the major Western European economies and a ham-fisted approach
to the migration crisis have discredited the liberal cause - opening a space for an illiberal
alternative, which, thankfully, has yet to truly assert itself.

Even one of Europe’s most successful economies has been pulling the wool over voters’ eyes,
argues Swedish academic Nima Sanandaji in his thought-provoking essay. By obscuring the
true nature of its taxation and welfare policies, Swedish governments have misled voters as
to how their country really works - and now they are starting to wise up.

Voters are also growing sick of having their personal habits policed by an elite who have
little understanding of their lives, argues author and lawyer Helen Dale. The nanny statism
typified by Denmark’s fat tax or Britain’s attempted Porn Laws is bringing liberalism into
disrepute because it’s the type of pettifogging technocracy that hits people at home.

Let’s not despair too much though, says Eszter Szucs in the final piece of our series.

In Eastern Europe, Generation Z activists who have little memory of the communist past are
taking the fight to intolerant populists, defending minority rights and making their voice
heard for a more open, liberal future.

Things may be under threat - but the best way to counter those threats is firstly to recognise
them for what they are, and then to apply the best of contemporary thinking to tackle them,
tempered by a knowledge of the past. The lights aren’t going out over Europe yet.

We would like to thank The Atlas Network, without whose generous support this project would
not have been possible.
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BEWARE THE FALSE CLASH BETWEEN
‘LIBERALISM’ AND ‘ILLIBERALISM’

BY HANS KUNDNANI

There is a widespread perception that politics throughout the West - and even beyond - is
now defined by a fundamental clash between liberalism and illiberalism. But this perception
is misleading.

Liberalism has a long and complex history, with multiple strands and all kinds of internal
tensions. The different elements of liberalism were linked by a concern with the individual -
in particular individual rights in relation to the state. But during the last three centuries, the
term has evolved and been used in multiple different and often contradictory ways. In short,
what exactly is ‘liberal’ and ‘illiberal’ is far from clear - and reducing the current moment to
a clash between an undefined liberalism and illiberalism is a dead end.

The narrative of a clash between liberalism and illiberalism is part of a broader prevalent
tendency to see politics in extraordinarily binary terms. Thus liberalism and illiberalism
are correlated with a series of other terms that are implicitly seen as synonyms for them

- ‘populism’ and ‘centrism’, ‘globalism’ / ‘internationalism’ and ‘nationalism’, and even
‘open’ and ‘closed’ visions of society and the world. Often, this clash is described in terms of
metaphors like ‘wave’ and ‘tide’ - which not only implies that this is a natural (rather than a
political) phenomenon but also suggests that it will somehow pass.

Brexit plays a central role in this narrative. It is often casually included, without explanation,
in a list of ‘illiberal’ phenomena around the world that includes Trump, Le Pen, the AfD in
Germany, Hungarian Prime Minister Viktor Orban and even Vladimir Putin. In foreign policy
debates, Brexit is widely seen as a comparable threat to the ‘liberal international order’.
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But whether or not you support it, can Brexit really be so straightforwardly described as
‘illiberal’? People voted to leave the European Union for many different reasons. But even
right-wing Leavers are often hyper-liberal - at least in economic terms. In fact, they wanted
to leave the EU because they saw it as over-regulated. For many of them, Brexit is a way to
create the conditions to complete the unfinished Thatcherite revolution of the 1980s.

A big part of the problem is the way that the concept of ‘populism’ has come to be the
dominant prism through which the current political moment is understood. In the last few
years, the concept has been applied to an extraordinary range of figures, movements and
parties in Europe - and even, in the case of Brexit, to a decision.

The effect of this inflationary use of the term has been to obscure the heterogeneity of
‘populism’. Analysts make misleading generalisations about the ‘populist playbook’ based

on selective examples that are taken as paradigmatic. The assumption is that ‘populists’

are ‘illiberal’ in every sense of the term. In reality, however, different ‘populist’ figures,
movements and parties are ‘liberal’ and ‘illiberal’ to different degrees and in different senses.

First of all, it is important to differentiate between kinds of ‘liberalism’ - in particular,
between economic liberalism and political liberalism. In each case ‘liberalism’ means
something quite different and it is perfectly possible to be ‘liberal’ in one sense and ‘illiberal’
in others - in fact, it is not just ‘populists’ who are actually mixtures of this kind. The
American sociologist Daniel Bell famously described himself as a ‘socialist in economics,

a liberal in politics, and a conservative in culture’. That kind of complexity seems to have
disappeared - you are now either a ‘liberal’ or you are not - and it is those who describe
themselves as liberals, as much as ‘populists’, who are responsible for this absurdly binary
debate.

It may be in part because of this lack of differentiation between economic and political
liberalism in particular that many Western analysts have been so wrong-footed by the
authoritarian turn taken by figures like Orban in Hungary, Recep Tayip Erdogan in Turkey
and Narendra Modi in India who they had previously supported. They looked at these figures
who seemed to be economic liberals - in particular because they seemed to be committed to
implement structural reforms - and assumed they were also political liberals. It is as if it did
not occur to them that people could ‘liberal’ in one sense and ‘illiberal’ in another.

Even establishing what ‘liberalism’ means in the economic or political sense is far from
straightforward. For example, who exactly is ‘liberal’ in economic terms? Economic
liberalism is now widely equated with neoliberalism - that is, the particular form of
economic liberalism that has been pursued in the last 40 years or so.

But it is possible to be an economic liberal while opposing neoliberalism. In particular,
some oppose neoliberalism precisely because of its authoritarian tendencies - the Pinochet
regime in Chile in the 1970s and 1980s is often seen as a forerunner of the economic policies
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that were subsequently pursued under under Margaret Thatcher in the United Kingdom
and Ronald Reagan in the United States. They talked of a ‘small state’ but in reality shifted
spending from the welfare state to policing and prisons.

The neoliberal turn that began in the 1970s can be understood as a reaction to Keynesianism
- and in particular to the crisis of Keynesianism, which had produced high inflation.
Certainly, anyone espousing Keynesian ideas and policies now - as many left-wing ‘populist’
figures, parties and movements do - is likely to be dismissed as ‘illiberal’. In an essay

called ‘National self-sufficiency’ written in 1933, for example, Keynes wrote: “Let goods be
homespun whenever it is reasonably and conveniently possible, and, above all, let finance be
primarily national’”. In other words, he was arguing for protection and capital controls. Yet
while he rejected the classical or laissez-faire liberalism of the nineteenth century, Keynes
was nothing if not a liberal (and a Liberal).

The ahistorical reduction of economic liberalism to neoliberalism has limited our debate
about economic policy. Anyone who advocates tariffs of any kind is seen as ‘protectionist’

- and therefore ‘illiberal’. Conversely, anyone who opposes tariffs is seen as ‘liberal’. Fifty
years ago, capital controls were the norm, even within Europe - and seen as completely
compatible with economic liberalism. Now, anyone advocating capital controls is dismissed
as ‘illiberal’ - though even economists at the International Monetary Fund now say they may
be appropriate to prevent and mitigate financial instability.

President Donald Trump is widely seen as a ‘mercantilist’ - that is, the opposite of an
economic liberal as the term is usually understood. He has been particularly critical of
German economic policy and has threatened tariffs on European automobiles. Yet liberal
economists have also been critical of Germany’s huge and persistent current account surplus
and often call the economic policy in support of it ‘mercantilist’ too. In short, the prism of
‘liberalism’ and ‘illiberalism’ doesn’t get us far in solving the world’s economic problems.

Political liberalism is similarly complex. In this context, ‘liberalism’ is now widely used as

a synonym for ‘democracy’. Thus there is a global struggle between democracy (liberal)
and authoritarianism (illiberal). To be fair, there has also been a debate about ‘illiberal
democracy’ - a more nuanced term first used by Fareed Zakaria in 1997 to describe non-
Western democracies that were “routinely ignoring constitutional limits on their power and
depriving their citizens of basic rights and freedoms” and since been applied to ‘populists’
within the West such as Orban. But when applied to cases like this, ‘illiberal democracy’

is often conceptually indistinct from (, or understood as simply a stage on the way to),
authoritarianism. Thus ‘illiberal democrats’ are not really ‘liberal’ in political terms.

Historically, liberal democracy emerged as a compromise between two elements that were
in tension with each other - that is, liberalism and democracy. Historically - for example at
the time of the American Revolution - liberal arguments tended to focus on the dangers of
the ‘tyranny of the majority’ and the need to limit popular sovereignty. What the ‘liberal’

capx.co 8 Illiberalism in Europe




CAPX

component of liberal democracy means today is checks and balances - for example in

the form of a written constitution that is hard to alter, even with a popular majority. In
particular, it means guarantees of individual and group rights, and independent (that is,
unelected) institutions such as supreme courts. Thus if democracy is understood as popular

sovereignty, liberalism actually constrains it.

Even those who see the current crisis of liberal democracy through the prism of ‘populism’
accept that it is, at least in part, a reaction to the growth of non-majoritarian institutions in
the context of neoliberalism and what Dani Rodrik has called ‘hyper-globalization’. Another
way of putting this is that, in political as well as economic terms, liberalism has gone too far.

Within in the EU, the shift from the ‘popular’ to the ‘constitutional’ pillar of liberal
democracy has gone even further than in the rest of the world in the last 40 years. Perhaps
the most extreme example of this is the statement by former German finance minister
Wolfgang Schéuble (at the height of the euro crisis) , that “elections cannot be allowed to

change economic policy”.

In this context, those who argue for a restoration of popular sovereignty relative to non-
majoritarian institutions are not necessarily ‘illiberal’. However unrealistic this may be,
they want to return to an earlier version of liberalism - or develop a new kind of liberalism
in which the balance between popular sovereignty and non-majoritarian institutions is
restored.

What liberals should be discussing is what this might look like in economic and political
terms. In other words, they should stop asking ‘Are you a liberal or not?’ and start asking
‘What kind of liberal are you?’
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THE CAP DOESN'T FIT - WHY THE EU’S FARM
SUBSIDIES ARE RIPE FOR REFORM

BY KAI WEISS

Richard Findlay is a farmer in the North York Moors National Park between York and
Newcastle. As the Financial Times reported last year, Mr Findlay garners a profit of around
£12,000 a year by grazing some seven hundred sheep. But even that £12,000 is quite a lot if
one looks closer. Indeed, if it weren'’t for subsidies delivered by the EU’s Common Agricultural
Policy (CAP), Mr Findlay would be facing a loss of £32,000. Simply put, this farm would not
exist if it were not for Brussels.

But Mr Findlay is far from the only farmer keeping his business alive through subsidies - the
same thing is happening all over Europe. In the UK, 61% of the average farm’s profit comes
from the EU’s direct payment scheme. On farms specialising in livestock farming, more than
90% of what is called ‘profit’ comes from subsidies.

The Common Agricultural Policy has been one of the most controversial parts of the EU’s
work for decades - and it has certainly been a bugbear for many Brexiteers, who have long
argued that it symbolises everything wrong with the way the bloc works.

When it was established in 1962 the original purpose of CAP was to secure that there was
enough food for Europeans on a continent that was still wrought from war - or, in more
technical terms, to achieve “food sovereignty”. And yet, as Europe became a continent of
peace and trade with the world increased, the arguments for food sovereignty began to
look a bit thin. Nonetheless, CAP was going nowhere. Not only did it stay in place, it actually
expanded. By the 1980s, CAP accounted for over two-thirds of the entire EU budget.
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While the share of the overall budget has since gone down - to 38% under the current six-
year budget - it is still the largest financial program of the union. In addition, despite having
decreased in relative terms, CAP payments still increased in absolute numbers until 2013.

At 38% of the budget, European taxpayers send more than €58bn to farmers each year - a
shocking amount if one considers that farmers only make up 3% of the EU’s total population
and are responsible for no more than 6% of its GDP.

Indeed, while the original goal of CAP was to enable farmers to feed Europe after decades
of conflict, now it’s Europe that is feeding farmers through its massive subsidies. Their
businesses often only survive because they are effectively bailed out - unlike big financial
institutions, these are not one-off bailouts, but day in, day out.

[f all of this sounds like protectionism and an illiberal economic policy it’s because that’s
exactly what it is. That much was also clear from the strongly expressed opposition to a
recent free trade agreement with Latin American countries from French President Emmanuel
Macron and his colleagues from Ireland, Belgium, and Poland - all countries where farmers
are profiting much from CAP. Politicians across Europe are fond of telling us that farmers
need “protection” from the scourge of cheap imports, as if consumers’ interest in cheaper
food were of no consequence at all.

And it’s worth looking at just how high the costs to consumers is. Even Oxfam, not exactly
famed for its opposition to government spending, calculated in 2006 that a British household
had to pay an additional £832 a year for food because of CAP (it should be noted that another
study for eastern and southern European countries that just entered the EU found a smaller
inflationary effect on consumer prices). Most hit are, of course, low-income households,
where higher prices on day-to-day goods have the greatest effect on their overall means.

Worse still, Brussels’ protectionism seems to explicitly favour big business over small and
medium-sized farmers. The Heinrich-Boll Foundation, a think tank associated with the
German Green Party, found that between 2003 and 2013, over 25% of farms in Europe went
out of business. And indeed, it is mostly small farms that vanish, while bigger corporations
get even bigger.

The figures certainly bear this out - more than 30% of the direct payments go to only 2% of
recipients and 80% go to 20% of farm businesses. These are not even necessarily farmers,
but include companies like Tate & Lyle, the British food and beverage supplier. You might not
expect a company that is included in the FTSE 250 and had £2.7 billion of revenue last year
to be in need of government help. Still, according to Farm Subsidy, they have received €896.2
million since 1999.

They are not the only ones. Nestle has received €625.9 million, the German sugar producer
Stidzucker has trousered €77.3 million despite taking in €7.7 billion of revenue, and the
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French producer of sugar, starch, and bioethanol, Tereos, despite revenues of €3.6 billion,
was eligible for €355.8 million.

Perhaps even more surprising, Queen Elizabeth II's country retreat in Norfolk, the
Sandringham Estate, has received £700,000 annually, the Windsor Castle £300,000, and
Prince Charles £100,000 thanks to CAP. Indeed, the Royals get about £1m a year in CAP
subsidies. Is this really what the EU was designed for, to redistribute money from taxpayers
to big companies and aristocrats?

But it gets worse. As has been well-documented, subsidising farms that would otherwise
have gone out of business inevitably leads to oversupply. In the early stages of CAP this
was perfectly depicted by the infamous “butter mountains,” where much more butter was
produced than was actually needed.

Today the butter mountains have been replaced by less visible byproducts of overproduction.
Excess European farm products, from milk to wheat, is sold to African countries for an
extremely low price made possible by the subsidies. The prices are often so low that they
make it impossible for African farmers to compete, driving those very farmers out of
business and destroying their already meagre incomes.

A German documentary details how the perverse incentive structure works in the case of
Senegal: local farmers are unable to compete with wheat imported from Germany - the local
products are often three times as expensive as the imported goods. That is partly because
African farmers have been unable yet to increase productivity to similar levels as in Europe,
but also because German companies are able to sell their goods at low prices because of
subsidies.

In one case, a Senegalese farmer had just found a new way to raise productivity significantly
- and, ironically, his work on the innovative project was financed by foreign aid from the

EU. Even with improved productivity, however, he was unable to find buyers for his goods,
because they were still twice as expensive as the subsidised European equivalent. As the
documentary correctly explains, “it’s absurd that the EU is sponsoring local produce on the
one hand, but preventing it on the other through its own trade policy”. It’s no surprise that
the EU has come in for criticism for this policy.

Of course, Europe is not alone in experiencing problems created by its own government-
sponsored programs. In the 1980s, New Zealand, which was largely dependent on its
agricultural exports, had a farm industry in which 40% of incomes came from subsidies.
Overproduction happened there too - in one year, some six million lambs were rendered
down because no one wanted them.

capx.co 12 Illiberalism in Europe




CAPX

As well as overproduction, New Zealand’s heavily subsidised farmers also sparked outrage
among their international competitors, who threatened to respond by imposing tariffs.

The response of the then Labour government was radical: in 1984 it decided to cut all farm
subsidies - yes, in their entirety. Unsurprisingly, farmers were up in arms and had to endure
economic hardship in the years that followed - prices that had been kept artificially high
thanks to subsidies quickly fell, as did the value of farmers’ land.

But after a while farmers adjusted. Now fully in charge of their own farming practices, they
responded to the new-found self-responsibility and freedom. They used fewer pesticides and
less water, meaning that ending subsidies was actually a boon to New Zealand’s environment.

What'’s more, the farming sector started to diversify. Though defenders of CAP sometimes
claim it supports an impressive breadth of products, New Zealand shows that niche areas can
thrive without government intervention. Under the subsidy regime, New Zealand produced
35 products based on milk, today there are 2,200. The country’s wine industry has also gone
from strength to strength.

Meanwhile, the incentives provided by an unfettered market have seen significant gains in
productivity. Nor did the farms that previously relied on subsidies suddenly fail. In fact only
1% of farms actually went out of business in the years after the subsidies were cut off.

Writing back in 2002, the then head of New Zealand’s Federated Farmers, Tony St Clair, made
the point clearly. Arguing for the EU to scrap the CAP, St Clair said that, far from destroying
New Zealand’s farms, removing subsidies had “transformed the country’s agricultural sector
into a world leader”.

Of course, the success of one country with a certain policy does not mean that the same
policy will work anywhere else in the world - Europe and New Zealand are very different
places. Nonetheless, a major rethink of the EU’s agricultural system is dearly needed, even
though it will be a long way to go to make actual changes.

After all, while some of the dire consequences of CAP are well known, very little has been
done to actually reform the system. This is not overly surprising if one considers that in the
European Parliament, most members of the agricultural committee have ties to the industry.

As The Guardian reported last year. Europe’s farm lobby is one of the strongest and most
cohesive forces in the political arena of the continent and any opposition, any questioning of
CAP, will be met with fierce and comprehensive counter-attacks. One such example has been
the outcry following the European Commission’s proposal to cut the CAP budget by 5% in the
next long-term EU budget and to put a cap on subsidies for recipients - it is not clear yet what
the result of this battle will be.
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And yet, this is the time - and this is one of the issues where one should - courageously step
up and argue for a fundamental rethink of a cronyist system that is long past its time (if there
was ever a time for it). The Common Agricultural Policy hurts consumers and taxpayers;

it puts small farmers in complete dependence of government welfare as they still lose out
against their dominant competitors, who themselves are propped up even more by receiving
hundreds of millions from their fellow citizens; it hurts farmers in developing countries

who are unable to compete with subsidized goods that are dumped on their countries; and,
indeed, it has led to the EU’s agricultural policy to take a life of its own which is in many
regards inimical to liberal democratic principles.

The market would prove a way out of this disaster. It is high-time to get rid of what is surely
the worst policy of all by the European Union.
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UKRAINE’'S GOVERNMENT PROMISES A FRESH START
- OR ANOTHER FALSE DAWN

BY JOHN ASHMORE

If you thought British politics had been chaotic recently, spare a thought for Ukrainians.

A country most in the West knew little about, save for the Chernobyl disaster, has been
thrust into the limelight; first, by Vladimir Putin’s military adventurism in Crimea, and
latterly thanks to what one might charitably call Donald Trump’s idiosyncratic approach to
international relations.

In most Western coverage Ukraine’s tumultuous domestic politics barely gets a look in. That’s
a shame, because the government of former comedian Volodymyr Zelensky is attempting no
less than a root-and-branch reform of one of Europe’s most dysfunctional economies. How
successful he is will have profound implications not just for Ukrainians, but for the balance of

power in Europe as a whole.

Arriving in Kyiv there is a sense of energy and a new-found national pride about the place
which is infectious. The Ukrainian flag flutters not just from official-looking buildings,

but from car dashboards. On Maidan Nezalzhnosti, the square made famous by the 2014
EuroMaidan protests, placards detail the heroes of 20th century Ukrainian nationalism: the
politician Symon Petliura, historian Mykhailo Khrushevsky and, most controversially, the
partisan leader Stepan Bandera, whom many accuse of collaborating with Nazi Germany.

Zelensky’s election, and his party’s subsequent landslide in this summer’s parliamentary
elections promises a new chapter in what has been one of Europe’s most maudlin national
stories. Even Ukraine’s name, roughly translated as ‘borderland’, speaks to its unenviable
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position in the middle of competing powers, with parts of what is now Ukraine having fallen
under the yoke of the Habsburgs, the Ottomans, the Poles, the Russia Empire and, latterly, the
Soviet Union. Putin’s annexation of Crimea and support for Donbas separatism are sadly in
keeping with the Ukrainian people’s history of constant interference and subjugation from
outside forces.

The nadir of the Ukrainian national experience was the forced starvation of the 1930s,
recounted in heartbreaking detail in Anne Applebaum’s Red Famine. As Applebaum sets out,
the extermination of millions of Ukrainians was not the result simply of cack-handed Soviet
administration, but a deliberate attempt to destroy the Ukrainian national movement. That it
claimed as many as 7 million lives and is still relatively unknown is a testament to the power
of the Soviet authorities’ cover-up in the subsequent decade (along with the acquiescence of
Western communist sympathisers willing to give Stalin the benefit of the doubt, or even deny
the famine had taken place).

And there are those who would still deny the Ukrainians their own nationhood, airily
dismissing them as ‘Little Russians’, or claiming their language is merely a dialect of the Big
Brother tongue. Even today, representatives of the farcical ‘Donetsk People’s Republic’ appear
on Russian TV proclaiming that Ukrainians will soon ‘remember that they are Russian’.

After the USSR

If the Soviet era was one of stagnation, penury and nuclear disaster, the years since
independence in 1991 have scarcely been much better. While other eastern European countries,
most notably Poland, have enjoyed rapid economic expansion, Ukrainians have endured feeble
living standards and an economy weighed down by graft and inefficiency, where a select

group of oligarchs exercise overwhelming political control. The average wage in is roughly
$200 a month, though that masks the kind of spectacular inequality that has become a post-
Soviet cliché.

It’s hard to overstate how endemic corruption is in Ukraine. From customs officers
demanding bribes, to the managers of state enterprises siphoning off public money. The
thinktank Chatham House describes this as a symptom of the country’s dysfunctional
government, rather than its cause, and argues that an overhaul of the civil service is
“essential”. So too is cleaning up the “deep underlying culture of corruption in the judicial
system”, where chequebook justice reigns supreme.

Faced with a system that offers few opportunities for advancement, many Ukrainians

have voted with their feet and left the country, a decision made easier by the association
agreement signed with the EU in 2017. There are estimated to be nearly 1 million working in
Poland alone, attracted by the significantly higher wages on offer.
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Enter Zelensky

Zelensky has made promises that match the problems he confronts - and he knows what will
happen if he does not deliver. Since independence, Ukrainians have had a habit of voting in
presidents on a wave of enthusiasm, only to dispatch them in a tide of disappointment and
anger a few years later. Indeed, former communist apparatchik Leonid Kuchma is the only
president who has ever succeeded in being re-elected.

Zelensky’s own story is a classic tale of life imitating art. A household name who went from
playing a president in a popular TV show to becoming the actual president of his country. The
name of the show, ‘Servant of the People’, is also the name of Zelensky’s neophyte political
party, which appeared almost out of nowhere once the president’s own political star had
begun to soar. They could best be described as an ‘internet party’ and only started to open
regional offices after already securing electoral success.

That Zelensky won such a crushing victory over Poroshenko this April was perhaps a little
harsh on the billionaire confectionary magnate, who had instituted a wide range of reforms.
The World Bank cites fiscal consolidation, reforming energy tariffs and simplying business
regulations among some of his government’s achievements. He was certainly an improvement
on his spectacularly corrupt predecessor, the ogreish Kremlin puppet, Viktor Yanukovych.
Mezhohoriya, Yanukovych’s grotesquely over-the-top wooden palace just outside Kyiv, is now
a tourist attraction, complete with its own zoo and a golden toilet.

Ultimately Poroshenko paid the price for failing to deliver on his promise to end the war

in the east of the country - which is now in its fifth year - and was easy to skewer as yet
another representative of the oligarch class. Zelensky, by contrast, appears fresh-faced and
full of energy. He will need it, given the scale of the task ahead of him. Chief among them is
resolving the rebellion in the East, where the self-appointed ‘Donetsk People’s Republic’ have
bedded in with Kremlin support, and the Minsk peace process showing little sign of bearing
fruit. Ukraine’s foreign minister, Vadym Prystaiko, has floated the idea of peacekeepers -
something not mentioned in the Minsk discussions so far - but at the moment that is more of
a suggestion than a concrete policy proposal.

Just as big a priority is improving the sluggish economy. Prime Minister Oleksiy Honcharuk
has talked a big game, promising GDP growth of 40% over the course of Zelenskyy'’s term,
equivalent to about 7% a year. That is a bullish but not entirely unrealistic target, given the
low base from which they are starting.

Nor is Ukraine without economic potential. Along with rich deposits of various minerals and
metals, it was the bread basket of the Soviet Union and remains one of the world’s leading
grain exporters. A well-developed IT industry is also reaping the benefits of ‘near-shoring’
with firms increasingly outsourcing work to eastern Europe, rather than the Far East. What'’s
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more, the fact Zelensky and his party have both the presidency and a thumping majority in
parliament gives them an unprecedented chance to undertake sweeping reform.

An ideological fudge

How will Zelenskyy go about releasing this potential? On the surface, his is an economically
liberal agenda - and he’s made great play since his elections of making it known that Ukraine is
open for business, touring the world on trade missions and underlining that his government will
protect foreign investment. That is part of a broader PR strategy designed to show Zelensky is

a new kind of politician, with a less formal style than his predecessors. He’s trimmed down the
presidential motorcade and done away with grandiose military parades on Independence Day in
favour of a ‘March of Dignity’ featuring public sector workers and children.

Another plank of that strategy has been touring the country firing officials accused of
corruption and graft in full view of the assembled press pack. In one memorable exchange,
he challenged Andriy Ivanchuk, a lawmaker in the western region of Ivano-Frankivsk,

to personally find $7m to repair a local road, a challenge he grudgingly accepted. When
Ivanchuk used a post on his Facebook page to backtrack, Zelensky popped up with a
comment: “No, Mr. Ivanchuk. You made a promise, so you should pay for it”.

This kind of crowd-pleasing populism aside, the tenor of the reforms so far has been
encouragingly liberal. That said, Zelensky and his party wear their ideological clothing
lightly. Although Servant of the People was initially billed as a libertarian party, Zelensky has
not been especially effusive about his own political views, beyond some slightly tokenistic
campaign promises to decriminalise cannabis and sex work.

Mykhailo Lavrovsky of the libertarian Ukrainian Economic Freedom Foundation describes
Servant of the People as a semi-liberal party with populist tendencies. “I'm a supporter of the
president but in terms of the party, it’s so-so...they have a lot people who don’t even know
what the word libertarian means,” he says.

That sentiment seemed justified when newly elected party chief Oleksandr Korienko issued a
comically vague statement about the party embracing a mixture of liberal, conservative and even

»n

socialist elements. “We have ‘human-centrism’,” Korienko explained. “If we look at our decisions,
we are moving towards people power, to increasing people’s opportunities. But the difficulty of

immediately building liberalism in Ukraine means there are conservative elements too”.

Taming the oligarchs

In place of a particular ideological platform, Servant of the People has made great play of

its deputies’ youth and lack of political experience - an asset in a country where politics is
virtually a byword for corruption. However, Zelensky has not entirely dispensed with the old
order. The controversial figure of Arsen Avakov, a veteran of the Poroshenko government, has
clung on as Interior Minister in the face of protests at his conduct.
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Even more controversial has been the return from self-imposed exile of oligarch Thor
Kolomoisky, the man some believe to be the power behind Zelensky’s throne - mainly
because he owns 1+1, the TV channel on which Zelensky first rose to prominence. Kolomoisky
left the country when the Poroshenko government nationalised his bank, PrivatBank, due

to a $5.5bn hole in its balance sheet and allegations of rampant fraud. Since Zelensky'’s
election however, Kolomoisky is back in town and had a well-publicised meeting with the new
president in September. The Prime Minister, Oleksiy Honcharuk, has also intimated he may
be willing to come to some sort of deal with Kolomoisky, who has launched multiple legal
actions to reverse the nationalisation and reclaim his frozen assets.

It’s essential that the government loosens the grip of the oligarchs, not just to curry favour with
voters, but to make clear Ukraine is somewhere foreigners can invest in with confidence. As
political analyst Olexiy Minakov explains: “The first obstacle is oligarchs, our economy is highly
dependent on oligarchs, a lot of spheres are monopolies or oligopolies. If you want to destroy
monopolies and create normal conditions and attract investors we should fight oligarchs.”

Maryan Zablotsky, a libertarian former thinktanker and lobbyist who is now a Servant of the
People deputy, insists that oligarchy is “completely incompatible” with the new government’s
plans. “We called them oligarchs because they used the state and state-run companies to
create their own business models and their business models rely only on preferences and
handouts from the state - that should be eliminated.”

Given his carefully cultivated image as a fresh, new kind of politician, it is striking how much
Zelensky seems to be keeping the big players close. Minakov sees this as an error of judgment
on the president’s part: “At the moment we see Zelensky has good relations with them, photos
with Kolomoisky, meetings with [Viktor] Pinchuk, speaking with [Rinat] Akhmetov. At the
moment Zelensky is in contact with them and I think it’s a mistake.”

An economic reformer?

While de-oligarchisation will likely be a lengthy and fraught process, a somewhat simpler
short-term priority is land reform. Since the early 2000s Ukraine has been one of the few
countries in the world where it remains illegal to buy and sell land, an honour it shares with
Venezuela, Cuba and North Korea. That partly reflects fears that the oligarchs would simply
buy up all the land and concentrate even more power, but it has meant stagnation for the
already desperately poor rural parts of the country.

According to the World Bank, reforming the land system alone could add as much as 1.5% to
Ukraine’s GDP. Still, the legislation does not go far enough for some, in that it does not allow
foreigners to buy land in Ukraine, leaving a potential opening for wealthy Ukrainians to have
their pick of the spoils.

Zablotsky says liberalising the sale of land will be just the start of a series of deregulatory
reforms aimed at removing the dead hand of the state from Ukraine’s economy. “We want to
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destroy state monopolies in several sectors, this mainly includes railways, gas extraction,
energy resources, so we want to move to the private sector as much as possible”.

He is clear that the government must move briskly, before the disillusionment that has
typified Ukrainian politics starts to set in. “It’s going to be relatively easy by the end of this
year because we have enormous public support and we have a genuine and true intention
to actually eliminate state monopolies and free up the economy,” he says. “We do assume
that after the new year as time progresses every politician’s public support fades, and this
will happen regardless of what we do because people get tired, even of good things - people
always require change.”

Liberalising reform also has the potential to root out some of the country’s endemic
corruption. As Zablotsky puts it: “If you have economic freedom you don’t have corruption.
If you have no licence there is nobody to take bribes for giving you a licence, if there are no
state subsidies, nobody to receive a kickback for those state subsidies”.

Of course, it’s not just the Soviet-style state monopolies that Zelensky needs to get to grips
with. His government recently passed a reform of the judiciary, part of which aims at
cleaning up the qualifications process for judges. Thinktank the Atlantic Council describes
the steps as “not ideal” but says the law “paves the way for fundamental reform”.

Putin’s nightmare?

Though Western coverage of Ukraine has understandably fixated on the Trump impeachment
process, in the longer term the success of the Zelensky government’s domestic agenda - and
whether it can fundamentally change the nature of Ukraine’s economy, could be much more
important.

For one thing, the idea of a thriving Western-style liberal democracy on his doorstep is the
stuff of Putin’s nightmares. Ironically, it is his brash military adventurism and interference
that has probably done more than anyone to forge a sense of Ukrainian identity. And no
matter how many tanks he sends in or ‘political technologists’ he employs, Putin can do little
to change the outlook of younger Ukrainians, those with little memory or attachment to the
Soviet past who are turned firmly towards Western Europe.

Few are under any illusions about the scale of Zelensky’s task, or the fickleness of Ukrainian
voters when they feel their politicians have failed them. Nonetheless, Ukrainians need only
look over the border to Poland to see that rapid economic expansion is achievable within a
short space of time.

Certainly Maryan Zablotskyy and his fellow deputies are in now doubt as to the urgency of
reform, and what is at stake for their country if they fail. “We know that maybe in the next 28
years no political party will have a majority as we do - and we know that if we screw this up
it will be for the next generation to bear the consequences”.
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DRIVING IN THE WRONG DIRECTION:
THE FOLLY OF GERMANY’S GREEN CAR AGENDA

BY OLIVER LUKSIC

To understand the current situation of the German automobile sector, you should turn to
this year’s [AA, the leading German automotive fair. The decade-old standard-bearer of the
industry has lost a lot of its glamour. Attendance is down, there are fewer exhibitors and,

on the opening day, the head of the industry association, Bernhard Mattes, declared his
resignation - with no successor in sight. Internal conflicts are joined by sinking sales figures
in China, the menace of a hard Brexit and a possible trade war with the United States.

Underlying the present uncertainty are fundamental changes to society and technology, with
society becoming increasingly connected, the environment a significant political topic, and
the rise of autonomous cars. Currently, no one can confidently say who will win this race for
the future and which car makers and suppliers will survive. A fair few experts see serious
competition from Asia and the United States up ahead. To put it bluntly: the mood in the
industry is bad and the greatest source of adversity is its own government.

Germany'’s key industry does not go along with the current “Zeitgeist”, which sees the car -
once the symbol for individual mobility, freedom and prosperity - as the ultimate bogeyman.
But this populist green thinking ignores technical and economic reality. Renunciation, bans
and regulations won’t make Germany a shining beacon for for achieving climate goals but
rather an example of how an economic and technological giant can swiftly and decisively
deconstruct itself.

So rather than go down this route, Germany should see that the dramatic developments

starting to happen in the sector - new propulsion technology, digital road networks,
autonomous cars - offer great opportunities for those clever enough to exploit them. If they
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can’t, Europe and Germany risk falling far behind the United States and China. The resulting
competitive disadvantage would be hard to reverse and lead to a substantial loss in wealth.

Driving for a planned automotive economy

The German government does its best to embrace the fashionable green “Zeitgeist”. Diesel
cars have been slapped with bans and locked out of inner cities, while aggressive EU CO2
targets will push the widely used combustion engine-powered cars from the roads. Given
the plans of the German government to increase the price of fuel, cars driving on petrol and
diesel will be most affected. In return, electric cars are being showered with subsidies, both
actively with purchase premiums and a range of tax benefits, as well as passively, via money
for the required infrastructure.

But such a green planned economy does not reflect the political-economic identity of
Germany. The country is a “social market economy”. The basic principle of this is that
instead of state control or laissez-faire, the state creates a framework for the economy and
is cautious about direct actions. But since the formation of the grand coalition in 2013, made
up of the Social and the Christian Democrats in parliament, more and more regulation has
gripped the country. The state grows more interventionist rather than providing the space
for innovation. Why? Because of an all-encompassing precautionary mentality.

The best example for this is the designation of battery-powered cars. Despite well-known
technical problems (and more of that later) politics has apparently made its decision. A big
chunk of the German government and the EU-institutions have set their minds upon ending
the combustion engine and on a glorious electric future. They plan to do this by using a
combination of both carrot and stick, offering incentives in the form of subsidies and setting
restrictions such as the EU CO2-fleet target.

This state-made corset gets tighter with every government move. Already it has created an
uneven playing field that artificially advantages of e-mobility. At the same time, the German
government officially touts its support for free choice and different propulsion technologies.
In reality the lion’s share of monetary and ideational support goes to e-mobility. With this
policy, Germany shuts itself out from other technological and economic opportunities. Other
countries are much less fixated only on e-mobility. Japan for example, like many experts, sees
e-mobility only as a transitional solution and favours fuel cells.

It’s clear that battery-powered cars have many advantages. But it is equally clear that e-cars
are not perfect and conventional cars not dysfunctional. It’s not for nothing that e-mobility
has been pursued since the invention of cars, yet has not seen a breakthrough, while
combustion engines have quite literally moved the world.

E-cars are at their best in urban spaces, where their relative lack of emissions and noise, and
direct translation of torque, make them a real addition to existing transport options. Yet
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they also have weaknesses compared to conventional cars: they are short range, have a long
charging time and are hampered by the lack of road and technical infrastructure required to
make them viable.

Hybrid cars (those with both conventional and e-propulsion) can remedy some of these
problems. The solution to the underlying problem though lies not in picking champions

but in enabling market forces and innovation, i. e. if they actually embraced being open to
technological development than just talked about it. Proponents of green planning may not
agree but, even with a sufficient charging infrastructure, conventional cars will still be
necessary for years to come. From existing vehicle fleets to heavy goods traffic, combustion
engines are often without viable alternatives. Add to this advances with fuel cells or
synthetic CO2-neutral fuels and it becomes impossible to say which technology will move us
in the future.

What does the state do?

The German government has been busily working on the breakthrough of e-mobility, even
against the forces of supply and demand. There’s up to a €4,000 purchase premium for
e-cars; introduced in mid-2016, the programme has just been prolonged because there’s

still money left over. This so called “environmental bonus” is to be further increased by a
reduction in company car tax for e-cars. There are subsidies worth millions being spent on
e-busses to charging points. Even the famed experts of German bureaucracy have lost a sense
of fiscal oversight in this jungle of financial aid.

Add to this ideational support from the government, when big national targets are announced
for the number of cars or charging points to be built in a set year. The proclamations are
meant to fill the citizens with belief in the eventual success of the planned green economy. It
doesn’t matter if the targets are actually met. The original goal of one million e-cars has been
rescheduled from 2020 to 2022, and the government commission “National Platform Future
of Mobility” (NPM) has even set a target range of 1.7 to 3.1 Million e-cars by 2025, and the
double that again by 2030.

Given the actual market penetration of e-cars, these goals as well as calls for a ban of
conventional cars by 2030 are simply illusionary. Bans and regulations are just as harmful
to a functioning market as lavish subsidies. The implementation of the EU air quality
directive 2008/50/EC in Germany has resulted in a ban for diesel cars, due to the tendency
of the assigned environmental offices to measure air quality straight from the exhaust. Even
more serious are the two EU CO2-fleet targets for 2021 and 2030. From 2021 onwards, the
average CO2 discharge of a car is to be no more than 95 grams per Kilometre. From 2030 this
value is to be lowered by an additional 37.5%. To put these goals into perspective, in 2017
Volkswagen had an average of 122 grams per Kilometre.
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These values were created in negotiations between EU member states and the EU Parliament.
Questions of technical viability were subordinated to political objectives. As a result, it is
presumably impossible to achieve these goals with improvements to combustion engines
alone. As the calculation of the fleet targets classify only e-cars as emission-free while
alternatives such as synthetic fuels do not fall into the same favourable category, car makers
have no way around electrification. For some this might be the solution, but it threatens to
move Germany to a planned economy under the veil of a Green agenda.

The price of green ideology

The cost of these requirements will become apparent over the next few years: price increases
for transport, loss of jobs and loss of wealth. Those underestimating the importance of

the automobile sector should read up on the following numbers: €426 billion in sales, over
800,000 directly employed in around 1000 companies and with an average hourly wage of
€42. The main loser of this development will therefore be the employed.

E-cars are more expensive than comparable conventional cars. As the margins are especially
narrow with cheap small cars, those making them will have an especially hard time. Despite
unbroken demand for small conventional cars, models such as the VW up, Ford Ka, Smart

or Opel Adam will be phased out and only partly be replaced by more expensive e-variants.
Big, heavy cars will be extensively electrified, as the margins make them more attractive for
producers and customers are more willing to pay extra.

When it is not supply and demand but politics that decide which cars are being build, we are
already in a planned green economy. Traffic won’t get more ecological because small cars are
being phased out and upper-range cars are being electrified only to appease some imaginary
balance sheet. One particularly apposite example of how car makers cook the books comes
from Fiat Chrysler, when they bought the Tesla balance sheet to balance their own petrol-
heavy fleet.

The result for the consumer of moving to a green planned economy will be that cars become
the exceptionally expensive. Such an economic model will mean that owning and driving

a car becomes a luxury and in the mid-term people with small incomes will hardly be able

to afford it. For industry too, driving the planned automotive economy towards battery-
powered cars will be a risky bet, especially in Germany. Apart from a much lower level of
vertical integration, which nullifies the current German advantage in production, China’s
control over the necessary resources such as cobalt and rare earths will hinder any German
dominance akin to the status quo. Even the big supplier Bosch has announced its retreat from
e-mobility and their competitor Continental has called battery production “entrepreneurial
negligence”.
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With such odds even the subsidies from the government seem to be unable to entice
sustained investments in a country with one of the highest energy prices around. The
deteriorating economic situation is already visible, with the bankruptcy of two supplier
firms and cut-backs in personnel and investments by many companies both big and small.
According to the ifo-institute over 600,000 jobs are directly linked to combustion engines in
Germany. That is about a tenth of all industrial jobs in the country. An outright ban of these
engines would damage the economy by the tune of around €48 billion.

The age of a planned green economy begins when the state takes over from supply and
demand. Instead of being open to technological development and a mix of different
propulsion technologies, battery-powered cars are suddenly - according to the state - the
only future for mobility. If Germany wants to benefit from the advantages of e-mobility while
avoiding the costs a planned economy, now is the last chance to turn things around.
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WOKE AUTHORITARIANISM STEMS FROM
A WORLDVIEW BASED ON LIES

BY KONSTANTIN KISIN

We live in extraordinary times and in an extraordinary place. For millennia, the devastating
evils of famine, disease and war plagued humanity. Today, the closest most of us in the West
come to any of these is watching a Netflix series.

Having seized the liberalising opportunities of the Enlightenment, we have built societies
based on science, reason and democracy, which are the most free, prosperous and open in
human history. This success story is based, first and foremost, on the shedding of dogma as
the basis of our thought. Instead of seeking answers from scripture, the great thinkers on
whose works we base our morality, our systems of law and our economies pursued the facts
by gazing into the vast expanse of the unknown with an open mind and the scientific method.

As religion’s grip on the Western world loosened, we began to question dogmas and
traditional structures of every kind. The emancipation of women, the end of legalised
discrimination against ethnic and sexual minorities and a growing tolerance of each others’
differences have been just some of the positive benefits of this process.

And yet today, we find ourselves in the grip of a new zealotry. The arrival of “social justice”
as the preeminent ideology of our cultural institutions signals a regression, the purpose of
which is to drag us back into the age of unenlightened dogma.

[t comes with all the trimmings of religion: blue-tick Twitter priests who sermonise to the
ignorant masses about their original sin of racism, sexism and homophobia; purity tests.
inquisitions and, most crucially, the idea that the tenets of this new religion must be accepted
on faith alone.
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As someone who grew up in the Soviet Union, I am intimately familiar with the horrific
crimes we can be driven to commit when we embrace utopian ideologies that seek to replace
God with Man in the pursuit of that ever-elusive goal of equality of outcome.

But while it’s often tempting to sneer and ridicule “snowflake millennials” and wonder why
they are so attracted to failed socialist ideology, it’s worth thinking about why so many
young people seem drawn to the likes of Bernie Sanders or Jeremy Corbyn.

More than ever in living memory, young people are locked out of the one form of capital
historically available to the ordinary person in the street: housing. As house price rises
continue to outpace wage growth, more and more people live with parents or in shared
accommodation into their late 30s and early 40s, many with no hope of ever owning their
own home. It is naive to expect my generation to be capitalists when they have little prospect
of owning capital.

A consistent failure to build more homes, control immigration and discourage the use

of housing as an investment from governments of all stripes is one of the biggest factors
driving discontent among younger people with our current economic model. Set against this
backdrop, the rising popularity of socialism both here in the UK and the US should surprise
no one. Economic theories based on the magic money tree and free stuff for all will always
capture the imaginations of with those who feel it is their only chance to do better.

And as Marxist economic theories become more appealing to the masses, cultural Marxism
spread through our educational system by leftwing professors has secured extraordinary
success. Known as the Long March through the Institutions, the process of transforming
our cultural space into a leftwing monoculture has been largely unimpeded. The shock and
outrage at the outcome of the Brexit referendum and the election of Donald Trump in 2016
are a symptom of the university-indoctrinated elite’s complete unawareness of the mood
among ordinary people.

My own experience of this creeping new orthodoxy was thrust into public view last year
when I refused to sign a “safe space contract” for a university comedy show. A group of SOAS
students who saw me perform at a London comedy club invited me to be part of their charity
event. They saw fit to attach to their invitation a contract which stipulated that “all jokes must
be respectful and kind” as well as explaining that in the interests of creating a safe space

for comedy they had a zero tolerance policy on racism, sexism, classism, ageism, ableism,
homophobia, biphobia, transphobia, xenophobia, Islamophobia, anti-religion and anti-atheism.

It was clear from the ensuing media storm that the vast majority of the public found this
baffling and ridiculous, while a minority of woke comedians and media types were incensed
by my decision to turn the contract down. Within 24 hours of the story breaking, a radical
feminist comedian (if such a thing is not a contradiction in terms) called me “Alt Right” and
insinuated that I was a Nazi on national radio.

capx.co 27 Illiberalism in Europe




CAPX

Documenting this bizarre experience was the basis for a successful run at the Edinburgh
Fringe this summer, where my show, ‘Orwell That Ends Well’ received an overwhelmingly
positive response from the public. (I had considered calling the show ‘Jewish Nazi’ in homage
to our feminist friend’s misplaced put-down).

If my experiences have underlined anything, it’s that a lot of people are sick to the back teeth
of being told what they can and can’t say, what they’re supposed to think and what they're
allowed to believe.

Nor is concern about the increasingly intolerant monoculture that has metastasised through
our cultural institutions limited to one side of the political spectrum. My audiences in
Edinburgh were always a healthy mix of people from the left, right and centre - and those
with no particular political affiliation. We can all see where ‘woke’ culture leads and now
even President Obama has recently voiced his concerns about the way things are going.

So where does this obsession with identity politics originate? In one sense. the delineation
of groups in society according to their levels of oppression is the old Marxist trick of pitting
the classes against each other. The Soviet slogan, “Workers of the World: Unite!” has been
replaced with multi-lettered acronyms such as BAME and LGBTQI+ which are supposed to
bring together vulnerable groups. Few will acknowledge the underlying reality that tensions
are far more pronounced between the various members of these groups - look at the current
battleground between feminists and trans activists - than they are between the supposed
oppressors and the supposedly oppressed.

The problem with Marxist theories, of course, is that despite their appeal they do not work.
The idea of taking from each according to his abilities and giving to each according to his
needs is fundamentally incompatible with human nature. We evolved to compete for status
and resources and form tribal hierarchies. As I witnessed first-hand in the USSR, attempts
to flatten the hierarchy result only in the emergence of a new one, which is far more corrupt,
arbitrary and unfair than the one it replaced.

And as we plunge further and further down the wormhole of intersectionality, we will
discover that the ideological foundations on which these ideas are based are as unsound

as Marxist economics. The recent scandal in Canada with a trans-woman who sued female
beauty salons for refusing to wax her male anatomy, and the ongoing battle between Muslim
parents and LGBT activists in Birmingham are just some of the opening salvos of a broader
cultural struggle that is still in its infancy.

It is the inherent contradictions of the Woke position which explain the growing unease
around the issue of free speech. If as a society we imbibe ideologies that are fundamentally
flawed yet universally enforced as the one true faith, we return to the dogmatic straitjacket
of medieval religiosity. If we have to publicly believe things which we know to be untrue, the
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options left to us are silence, submission or rebellion. In the words of George Orwell, “in a
time of universal deceit, telling the truth is a revolutionary act”.

It is for this reason that “free speech” is now considered in some quarters to be a “far right
dogwhistle”. If you insist, as I do, that freedom of expression is a cornerstone of Western
civilisation, it is suspected that what you really want is to be nasty to people. I am regularly
described as a “free speech advocate” which is genuinely baffling. Why not “oxygen-breathing
advocate” or “anti-death activist”?

As someone who grew up in a society where you were punished for saying what you think,

[ cherish the opportunity to do so here in Britain. My affinity for freedom is not a political
position in the same way that the belief that the Earth revolves around the Sun is not. While
talking about this can often feel like a losing battle, the reality is that the silent majority

of the public agree. Indeed, a recent study found that almost three quarters of Brits think
political correctness has gone too far.

The tenets of progressive narrative are so contradictory that an enforced silence is the only
way to advance this ideology. Rather than convincing and persuading through argument, a
growing number of mainstream media, politicians and cultural figure simply tell others to
accept their narratives or else. The police now put out statements on Pronoun Day, arrest
and prosecute people for making jokes and call people to tell them to “check their thinking”.
Thousands are arrested every year for comments made on social media.

This creeping authoritarianism is not an accident, it is a necessity of a worldview based

on lies. The smearing of people who speak out against it is no accident either, it is the only
way to suppress those who challenge falsehoods. To quote Orwell once more: “The further a
society drifts from the truth, the more it will hate those that speak it”.
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EMMANUEL MACRON -
FRANCE’S FAILED LIBERAL SAVIOUR

BY ANNE-ELISABETH MOUTET

When Emmanuel Macron left for a short holiday in August, battered by eight months of
Yellow Vests street riots, his once favourable poll numbers under 30%, he enjoined his
ministers to “keep fear in their belly” - this was not the time for complacency.

Two weeks on the Riviera and one Biarritz G7 summit later, the French president is had
planned to have his favourite ex-Cabinet minister wrest Paris from her Socialist Mayor,
hoped to broker peace between America and Iran, and announced that France will bring
Russia back into a European alliance of interests.

These lofty concerns play well among the urban elites, who vote for Macron’s La Republique
en Marche anyway, but not with the rest of the country. The Yellow Vests movement may have
dwindled into near-irrelevance — the number of demonstrators by mid-September totalled
fewer than 5,000 across the entire country - but France at large is no happier: a tinderbox
with a short fuse and many conflicting and unrealistic expectations.

The Economist might swoon over the “degree of hard-nosed thinking & ambition about
Europe’s future - not just the next five years but the next 50 - taking place in French
circles that [ haven’t encountered in Brussels or Berlin. If Europe has a de-facto capital,
these days it’s Paris”, but French voters on both ends of the spectrum are bewildered
by tax cuts immediately followed by tax increases; a ballooning national debt and the
highest government spending ratio to GDP in Europe (56% compared to Italy’s 48.6%);
unemployment still stuck at 9.1%; and an atomised political landscape where both the
traditional Left and Right now barely reach voters in the double-digits.
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It’s become harder than ever to pinpoint a specific “Macron line”, but whatever it is, it isn’t

a liberal one. The latest security Bill to pass the National Assembly after last December’s
Yellow Vests excesses, only two years after Francois Hollande’s 2016 quasi-Patriot Act
(aresponse to the terrorist attacks against Charlie Hebdo, the Bataclan and Nice) now

makes it possible to preemptively detain people suspected of being about to take partin
demonstrations, and allows investigating magistrates to tap phones and messaging without a
judicial authorisation.

The president’s idea for modernising France’s industry is a mix of high-handed,
interventionist industrial policy and a brushed-up reliance on top-down sectoral choices
reminiscent of every single one of his predecessors, from de Gaulle onwards. In his most
important economic policy speech to date, Macron declared that: “Europe should...re-
establish rules for competition that are compatible with [our] industrial sovereignty, and...
assess champions in the light of the...global market across all its sectors”.

In late September, he announced €5bn investment into Le French Tech from well-coaxed
institutional investors, with the aim of creating “25 French unicorns by 2025”. (The irony of
having a government programme dedicated to create privately-held tech start-ups valued
above $1bn seems to have escaped him).

French mandarins have decades of form when it comes to such pointless initiatives. There
was the Plan Calcul (1966-1975), which was supposed to give birth to a French indigenous
technological and information industry (it ended with American conglomerate Honeywell
buying up most of the would-be champions from receivership).

Then there was the Plan 3T that was supposed to push back Japanese intruders like Sony
and Mitsubishi and create a French and European consumer electronics industry in a
government-sanctioned alliance between Thompson, Philips and Grundig. Among other
proprietary technologies they were meant to promote a new video standard called V2000,
which ended up being superseded by Betamax and VHS. France’s 1970s nuclear energy
project was more successful, but it faced in effect no competition, since the government
would never allow the likes of Westinghouse into the French market.

Macron seduced France two years ago by vowing to battle entrenched interests, reform the
country’s creaking welfare system, and foster more equality between the haves and have-
nots. He was young, he was optimistic, he had displayed a can-do attitude in government (the
better to make his rivals look antiquated); he had the aura of competence of France’s uber-
mandarins.

The fact that he had never run for local or national office in his life and had only served 16
months as Economy Minister was actually a powerful positive: in France as elsewhere, voters
wanted to kick the incumbents out. Macron’s programmatic opus, an early 2017 best-seller,
was modestly entitled “Revolution”.
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Macron’s 2.0 democratic credentials were burnished by his spectacularly successful
grassroots initiative: over 200,000 volunteers crisscrossed the country, ringing doorbells
and engaging in campaign debates. They, too, made “normal” political parties look old and
creaky. A general election followed the Presidential one, and 304 largely inexperienced En
Marche MPs were sent to the National Assembly (out of a total of 577). Macron cherrypicked
a number of experienced cadres from both the Socialists and Republicains to act as
permanent whips, thereby simultaneously weakening the “classic” parties and guaranteeing
himself a docile Parliament.

As a result, actual opposition in France was to be found in the streets and on social media.
Macron’s opponent in the presidential runoff, Marine Le Pen, may poll a clear plurality of 36%
in a PR vote, such as in the recent European elections; but she represents a tame protest vote,
as not even her own troops, or the Yellow Vests themselves, believe in her basic competence.

The president’s policies oscillate according to polling and estimated image gains. As a result,
the supposedly “courageous” reforms promised two years ago are now being watered down.
Changes to the emblematic pensions reform, which was supposed to flatten some 40%
different schemes into a single pay-as-you-go system (the French default), are in the process
of being leaked to various media, after which pollsters determine what will be political
poison and what can fly - a process that encourages protest itself.

[t is hard at this stage not to think of Jacques Chirac, a president whose forceful manner hid
terminal domestic policy indecision. Six months after his 1995 election, a two-month general
strike protesting against a sweeping pensions reform brought the country to a halt from
which Chirac’s programme never recovered. To compensate, with his Foreign Secretary (later
PM) Dominique de Villepin, Chirac threw himself into high-profile foreign policy activism,
reviving the Gaullist notion of France as a non-aligned country, supporting the Palestinian
leadership and culminating with his opposition to the Iraq war.

Nominally a right-winger, Chirac - an ENA elite government school graduate like Macron -
had Macron’s technocratic government sensibility. Unlike Macron, this chateau-owning scion
of the bourgeoisie, married to an aristocrat, has an unparalleled common touch, which makes
him, to this day, one of France’s best-loved elder politicians. That sets him apart from Macron,
whose perceived arrogance makes him a lightning rod for protest.

Macron believes sincerely in his top-down, high-tech plans for a more modern France, but

he has no room for manoeuvre, especially as the protesters’ demands have become largely
unrealistic. Over half the French population believes that the country is riven by deep
inequalities. In reality, salaries in the band above the 10% poorest and under the 10% richest
range from 1 to 7. More important, once the comprehensive French redistributive system has
been at work, this drops to 1 to 2.5, making France a country more egalitarian than Sweden.
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A regional Prefet who had received delegations of angry Yellow Vests during last winter’s
unrest said the chief demand was a ceiling to all monthly salaries at €2,000. The President
knows perfectly well that such a measure would make it impossible to fund the country’s
redistributive welfare system, but he cannot say it, since his enemies’ tag of “le president
des riches” has stuck. All he can hope for is that good photo ops with international leaders
whom the French believe he dominates, from Donald Trump to Boris Johnson, will revive his
popularity. That may end up being popular, but revolutionary it certainly isn’t.
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VIKTOR ORBAN AND
THE CORRUPTION OF CONSERVATISM

BY DALIBOR ROHAC

During the early 1960s, the conservative movement in the United States underwent a deep
transformation, largely thanks to the leadership of William F. Buckley Jr., the editor of
National Review. Initially, the magazine was sceptical of federal efforts at desegregation,
on the grounds of defending the rights of US states to govern themselves. For Buckley, that
position became untenable in the light of the actual policies that Southern states were
pursuing. “I once believed we could evolve our way up from Jim Crow,” he said in a 2004
interview. “I was wrong. Federal intervention was necessary.”

Buckley famously purged the magazine, and with it much of the conservative movement, of
anti-Semites, racists, conspiracy theorists, and kooks - and enabled it to thrive as a healthy,
intelligent stream of Western intellectual life for decades to come.

Today, the conservative movement is in dire need of a similar cleanse. The dividing line is no
longer the issue of the rights of individual US states but includes more broadly the questions
of globalism, global governance, and local control. Unlike the distinctly American controversy
of the 1960s, it affects conservatively-minded individuals on both sides of the Atlantic. Yet
the underlying substantive issues are strikingly similar. At what point does the defence of the
nation state vis-a-vis expansive forms of international cooperation become an apology for
racism, arbitrary state power, authoritarianism or anti-Semitic tropes?

Many conservatives will recoil at the suggestion that the two categories are in any way
connected. But supporting Donald Trump means accepting, reluctantly or enthusiastically,
his bigotry, just as embracing the cause of Brexit meant making peace with the anti-
immigration demagoguery of some on the Leave side.
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But whatever positions one took in 2016, the problem has grown much deeper since. Too
many conservatives have defended budding authoritarians who claim to defend conservative
values against progressive overreach - most prominently with the governments of Poland
and Hungary.

Last year, Heritage Foundation’s Mike Gonzalez wrote that the Trump administration
“must befriend Hungary’s populist leader,” Viktor Orban. “Hungary shows the West the
path to survival,” claims one headline in The American Conservative magazine. Even more
careful thinkers, such as Sir Roger Scruton, extended a considerable degree of deference to
Hungary’s Prime Minister, claiming that he was “not the kind of demagogic tyrant that the
liberal establishment in Europe want to make him out to be”.

But authoritarianism is not a “matter of degree” or a question of Orban’s throwing “his
weight around more than most Western politicians would,” as Sir Roger - who called
himself “neither a friend nor an enemy of Orban” - put it. Authoritarianism is the defining
characteristic of the political system the Hungarian Prime Minister has been consciously
building since 2010, with a considerable degree of success.

Don’t take my word for it. Orban said so himself, in his speech on July 26, 2014 in Baile
Tusnad in Romania. There, he singled out Singapore, China, India, Turkey, and Russia as
“stars of international analysts”, touted the idea of illiberal democracy, and suggested that
Hungary needed to part with Western European “dogmas” — especially with the liberal
notion that people “have the right to do anything that does not infringe on the freedom of the
other party”.

When Freedom House downgraded Hungary from “free” to “partly free” last year, it
prompted ire from the Hungarian government. The government’s spokesperson, Zoltan
Kovacs, accused the organisation of double standards, called its methodology politically
motivated and blamed the result on George Soros.

Yet the steady erosion of governance and political freedom can be observed in a variety
of other data sources that are immune to similar criticisms. Those include not only the
Worldwide Governance Indicators (WGI) published by the World Bank - which takes a
decidedly technocratic approach towards matters like institutions, the rule of law, and
governance - as well as metrics developed by right-of-centre organisations such as the
Heritage Foundation and the Cato Institute.

Hungary has dropped 14 places since 2010 on Heritage Foundation’s Index of Economic
Freedom, with particularly alarming scores on measures of judicial effectiveness and
government integrity. Or consider the Human Freedom Index, published by the libertarian
Cato Institute, which measures both personal and economic freedoms. There, Hungary took a
plunge from 28th to 42nd place between 2010 and 2016 (the most recent year for which data
are available).
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To those familiar with the extent of graft and cronyism in the Hungarian economy, this
should not come as a surprise. Hungary, like other Central European countries, depends
heavily on the inflow of EU funds. In Hungary’s case, those accounted for 4.6% of GDP over
2006-15 — the most of any member state — and for 80% of all public investment.

If the EU funds have been a mixed blessing throughout the region, this has been especially
true in Hungary because of the poor procurement rules and the concentration of decision-
making authority over disbursement of funds in the prime minister’s office.

For instance, Hungary relies heavily on unannounced “negotiated procedures”, which

allow the government to strike a deal with any company without going through an open
competition. And even on open tenders, the highest rates of procedures involve only a single
bidder. As a result, the EU’s anti-fraud office, OLAF, routinely recalls funds for irregularities
and fraud. In fact, irregularities were found in all 35 projects that OLAF reviewed in Hungary
between 2011 and 2015. The government was ordered to repay €283 million for a new metro
line in Budapest. Last year, OLAF announced it would seek to recover more than €40 million
for overpriced municipal lighting projects, awarded to a company owned by Viktor Orban’s
son-in-law, Istvan Tiborcz.

Included among other prominent examples of graft is Lérinc Mészaros, the mayor of Felcstt,
Orban’s home village. A former gas engineer, he is the eighth-richest man in Hungary

and with his wife owns some 121 companies. In 2017, his wealth tripled to $392 million,
according to Forbes. Eighty-three per cent of Mészaros’ family companies’ earnings

are believed to come from EU funds. When asked to what he owed his success, he once
responded: “God, luck and Viktor Orban.”

Such cases, as well as the frequent sales of public land exclusively to supporters of Fidesz, are
not isolated but instead represent a quasi-official policy of using patronage to entrench the
power monopoly of Orban’s party. A new idiom has even appeared in everyday Hungarian:
“Fidesz-kozeli cég,” meaning “a near-to-Fidesz company.”

Though important, corruption is only one dimension of Orban’s authoritarian project.
Another one is the systematic dismantling of checks on political power. Last year, a separate
administrative court system was created, under direct political control, to deal with a wide
range of public law matters: police oversight, tax law, public procurement, local government,
competition law, public protests, and election and media issues. The judges in the new system
- headed by a staunch Fidesz loyalist - are appointed directly by the justice minister, who
will also make decisions about their remuneration and promotion, shedding any pretence of
independence.

In 2011, Orbdan rushed a partisan reform of the constitution through parliament. The new
Fundamental Law, which came into force on January 1, 2012, was drafted by a small group
within Fidesz and was adopted exclusively by the votes of Fidesz, which at the time enjoyed a
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two-thirds majority in parliament. Since then, the Fundamental Law has been amended seven
times and a new practice of adopting so-called Cardinal Laws has been introduced, allowing
for brisk changes of the constitutional system.

In 2011-13 alone, parliament passed 32 such laws. A 2013 constitutional amendment
stipulates, for example, that the right of freedom of speech may not be exercised in such

a way as to violate the dignity of the “Hungarian nation or any national, ethnic, racial or
religious community”. A nebulously phrased 2018 amendment, in turn, specifies that “the
exercise of the freedom of expression and assembly cannot entail the invasion of the private
and family lives of others or the trespass of their homes”.

Under a different amendment from 2013, the Constitutional Court has lost the power to
review budget and tax laws passed when the debt-GDP ratio exceeds 50%. If, for example,
a tax infringes on constitutionally guaranteed rights or applies selectively to an ethnic or
religious minority, the Court does not get to have a say - ever.

The new “Fundamental Law” also paved the way for reducing the retirement age for judges
from 70 to 62 years, instantly removing the most senior 10% of the judiciary, including 20%
of the Supreme Court judges and more than half the presidents of all appeals courts. That was
declared illegal by both Hungary’s Constitutional Court and the EU’s Court of Justice. But by
the time those rulings were issued, most of the judges had already left.

Hungary’s turn towards authoritarianism has opened the way to Russian interference.

The country’s relationship with Ukraine has worsened significantly, to the point where
Budapest sought to exclude Ukraine from participating in the 2018 NATO Summit in Brussels.
Hungary’s government also refused to extradite two suspected Russian arms dealers,
Vladimir Lyubishin Sr. and Vladimir Lyubishin Jr., to the United States on the basis of an
existing extradition treaty. The two are suspected of organising arms shipment to Mexican
drug cartels (including advanced missile systems) and of trafficking cocaine to the United
States, where they could face jail time of up to 25 years. Hungary’s Ministry of Justice decided
instead to honour Russia’s extradition request, filed later, and flew the two individuals to
Moscow.

Shortly after it effectively expelled the George Soros-funded Central European University
from Budapest, the government of Hungary concluded an agreement with the International
Investment Bank (IIB), a relic of the Cold War-era currently based in Moscow, to move its
headquarters to Budapest. Besides Russia, which owns almost one half of the bank’s capital,
the IIB’s membership includes five current EU and NATO nations (Czech Republic, Slovakia,
Hungary, Romania, and Bulgaria), Vietnam, Mongolia, and Cuba.

Given the [IB’s status as an international organisation, Hungary will have to allow all
“advisors and experts acting in the Bank’s interest” to enter the country - and therefore the
Schengen Area. But those can include Russian nationals currently included on sanction lists.
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[t is not difficult to imagine how this might strain diplomatic and economic relations between
Budapest, Brussels, and Washington. The IIB could extend loans to projects that involve
entities sanctioned by either the United States or the EU - not to speak about the possibility
that it serves simply as a cover for Russian intelligence operations in Europe.

Ignoring the reality of Hungarian authoritarianism, or seeking to excuse it because of the
real and imagined threats posed by George Soros or the European Union, is much more than
just a blemish on the conservative movement. It is a sign of a deep rot that needs addressing
ruthlessly, lest conservatives are to survive as a credible intellectual force. In fact, the
challenge is even more urgent than that.

We now know that segments of the political left, not least the leader of the Labour Party, are
comfortable with a variety of tyrannical regimes and even terror groups, as long as those are
the other side of the barricade than the supposedly imperialist West. If conservatism applies
similar double standards to autocrats paying lip service to conservative values, it deserves
(and eventually will be confined to) a place in the dustbin of history alongside Jeremy
Corbyn’s regressive left. Let us hope that it is not too late to prevent such an outcome.
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ILLIBERAL AND ECONOMICALLY ILLITERATE
- GERMANY’S NEW HOUSING POLICY

BY RAINER ZITELMANN

The dramatic rise in house prices is one of the stories of our time. Between 2000 and 2010
low interest rates fuelled house price bubbles around the world. In the U.S, it was this bubble
bursting that led to the subprime crisis, which in turn triggered the global financial crash.
Only very few developed countries seemed to be immune to spiralling house prices and rents,
one of which was Germany, which remained a place of peace and stability with rents and
prices barely rising in the years leading up to 2010, in stark contrast to other countries.

Rising rents and house prices

After 2010, the situation changed. The German housing market experienced sharp rises

in house prices and rents, especially in major cities such as Berlin, Munich, Frankfurt and
Hamburg. These developments were driven by a number of factors. Most importantly, more
and more people started moving to German cities. Initially, the newcomers came from other
cities and regions across Germany. But as the euro crisis gripped the continent, growing
numbers of southern Europeans also arrived in Germany. And finally, starting in 2015,

a large influx of immigrants began arriving as a result of Angela Merkel’s policy of open
borders. Over a million migrants arrived in Germany in 2015 alone, both war refugees and
immigrants who came for economic reasons. In each of the following years, many hundreds
of thousands followed in their footsteps.

capx.co 39 [lliberalism in Europe




CAPX

With such high levels of migration into Germany’s major cities, large numbers of new
apartments needed to be developed. Unfortunately, this did not happen. The number of new
dwellings built was nowhere near enough to satisfy the sharp rise in demand. The main
reasons for this substantial shortfall are Germany’s strict building regulations and slow
approval procedures. In Berlin, for example, it currently takes 12 years to draw up a land-use
and development plan, which in many cases is a prerequisite for any new construction. In
addition, ever tighter environmental regulations have made construction more expensive.

Driven by a lack of supply and rising construction costs, rents and house prices have risen
sharply.

Development of house prices in Germany from 2000 to 2018
{2015 index = 100)
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The rapid decline in yields in the rental housing sector was also accelerated by the European
Central Bank’s zero-interest rate policy. | know the effects of this personally: in 2004, I
bought an apartment building in Berlin-Neukolln at a price-to-rent ratio of 6.8. Ten years
later, I sold it at a ratio of 24. Today, I would be able to sell the same property at a ratio of
over 30.

Rental price brake

Politicians initially reacted to rising rents by introducing what they dubbed the “rental
price brake” in 2015. Until then, rent adjustments had only been limited in law for existing
tenancies - landlords were not allowed to increase in-place rents by more than 15% over
any three-year period. However, when an existing tenant moved out, the landlord was free
to negotiate a higher rent with the new tenant. The CDU/CSU and SPD coalition government
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changed this when they passed a new law in 2015: when re-renting apartments, landlords
were only allowed to charge a rent that did not exceed 110% of the “local comparative rent”.
The new legislation did allow one major exception: newly constructed apartments. Without
this concession, the construction of new housing would have completely stalled. However,
the legislation contained a number of ambiguities - for example, the term “local comparative
rent” was not defined. There were numerous lawsuits and a host of court rulings. However,
rents continued their upward spiral because the underlying causes of the housing shortage
had not been eliminated and many landlords did not adhere to the new law anyway.

As with all state intervention, thoughts quickly turned to even stronger regulation. This is

a textbook example of the “spiral of intervention” described by the economist Ludwig von
Mises 90 years ago: when state intervention fails to achieve the desired results or, as is often
the case, actually makes the situation worse, demands for even stricter regulations follow.
And this is exactly what has been happening in Germany for some years now. Lawmakers
started by tightening the rental price brake and, before the ink was even dry on the newly
amended version, calls emerged for even tighter restrictions. This process is aptly described
using the example of the Berlin, which has become the focal point of the housing policy
debate in Germany.

Why Berlin is rediscovering socialism

First, rent and property price increases have been particularly strong in Berlin, which is
largely due to the fact that they started from such an extremely low base compared to other
German cities. In 2010, the average rent for an existing apartment in Berlin was an incredibly
low €5.21/sqm per month. Even with recent increases, it is still only €6.72 today.

Second, Berlin is governed by a coalition of three leftist parties - the SPD, The Left and the
Greens. Senator Katrin Lompscher, who is responsible for construction, is a leading figure in
The Left party - the successor to the communist SED, the ruling party in East Germany. She
joined the SED in 1981 and one of the first things she did upon becoming Berlin’s Building
Senator was to appoint Andrej Holm as Secretary of State, a man who had previously made

a name for himself as a great admirer of Hugo Chavéz and Venezuela’s housing policy. Holm
was soon forced to resign when stories about his past role with East Germany’s infamous
Stasi secret police started to emerge. Nevertheless, he continues to advise the government on
housing policy to this day.

Berlin’s Senate has done little to nothing to address the true causes of the city’s housing
shortage. On the contrary, the number of development plans has actually halved during
Senator Lompscher’s term in office. Investors were vilified and everything was done to put
obstacles in their way. Naturally, the housing crisis got worse and rents and prices continued
to rise.
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This is when the “spiral of intervention” began. Ever larger swathes of Berlin were
designated as “social protection areas” - there are now 57 of them in total. In these areas,
property owners’ rights are severely restricted. In fact, they need advance permission from
the authorities for almost any and every modification to the property they own. Even the
installation of a second wash basin or an extended bathroom can be deemed a “luxury” and
forbidden. In addition, the state has increasingly been exercising its right of first refusal and
using taxpayers’ money to buy apartment buildings at massively inflated prices. In the past
three years alone, 49 apartment buildings have been bought with tax proceeds in order to
“remove them from the open market”, as politicians have said.

But that was just the beginning. In 2018, activists launched an initiative to demand the
expropriation of all housing companies in Berlin that own more than 3,000 apartments. If
successful, more than 200,000 apartments will be effected. The initiative started a petition
to call for a referendum - a move that was enthusiastically welcomed by many Berliners -
and also attracted support from one of the governing parties, The Left. Kevin Kiihnert, the
chairman of the SPD youth organisation (the Jusos), has gone as far as to call for a general
ban on privately-owned rental apartments. The initiative’s supporters are united by a single
conviction: only state-owned apartments are good apartments. The initiative has openly
declared that it wants to “expel” investors from the city.

Parallel to the expropriation initiative, Berlin’s government has announced plans to pass a
drastic law that it hopes will put an end to rent increases and could even force landlords to
lower rents that are deemed “too high”. The law has not yet come into effect, but the main
points have already been set out in a state government resolution.

According to their plans, all rent increases would be prohibited for an initial period of five
years. Even in-place tenancy agreements that contain provisions for annual rent increases
will no longer apply and landlords will be forced to cut rents. And because the proposed law
does nothing to limit the cost to landlords, letting will become less and less economically
viable every year. And once the law comes into effect, it is highly unlikely that it will be
repealed after the initial five years.

The strategy is clear: any rental housing that is not formally expropriated will be effectively
expropriated. The rights to own and make use of private property are being increasingly
eroded. On paper, a property’s owner will still be the owner - but with nothing more than

a measly legal title. The power to dispose over the property will increasingly be held by the
state.

Lessons from East Germany

The two basic components of Berlin’s new housing policy - a rent freeze and expropriation
- are nothing new: they were last seen in socialist East Germany (the GDR). The idea of
freezing rents actually has an even longer history in Germany - the country’s first rent freeze
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was announced on Hitler’s birthday, 20 April 1939, as a gift to the German people. In the
socialist GDR, the rent freeze continued - until the country collapsed in 1989. The results
were nothing short of catastrophic:

e In 1989, 65% of apartments in East Germany (including 3.2 million built after World War II)
were coal heated

e 249% didn’t have their own toilet
¢ 189% didn’t have their own bathroom

e 40% of multi-family houses in the GDR were severely dilapidated; 11% were completely
uninhabitable

A total of 200 historic town centres in eastern Germany were on the brink of collapse.
Citizens had to wait many years to be allocated one of the country’s highly coveted
prefabricated apartments. By the time the GDR collapsed, so many period apartments in
pre-war buildings in Leipzig, Dresden, East Berlin and other East German cities were in
such an extremely run-down state that billions of taxpayers’ money needed to be spent on
making them habitable again. And it wasn’t only older buildings, but also the GDR’s post-war
prefabricated buildings that had to be renovated on a grand scale. What’s more, the large-
scale construction of new housing was also necessary to eliminate the housing shortage in
eastern Germany. A total of 838,638 apartments were completed in the new federal states
and East Berlin in the 1990s with the help of tax incentives - at a cost of €84 billion.

Despite the catastrophic consequences of such policies in the GDR, housing policy in the
Federal Republic of Germany is increasingly coming to resemble a planned economy. The
lessons of history are being ignored by ideologists. And many citizens, buckling under rising
rents without recognising the true causes of their suffering, are coming out in support

of these policies. Of course, politicians’ moves towards a planned economy will at best
provide fleeting relief to the ailing housing market. In the long run, the problems will only
be aggravated. And the predictable response as the problems intensify? Even stronger state
regulations and restrictions on the freedom to own and dispose of property. Sadly, housing
policy in Germany stands as a classic example of the spiral of intervention described by
Ludwig von Mises all those years ago.
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EUROPE’S POLITICIANS FIDDLE
AS LIBERALISM BURNS

BY JOHN C. HULSMAN

“They have learned nothing, and forgotten nothing.” - Talleyrand on the Bourbon elite

Introduction: The end of the grand consensus

The current fear of European illiberalism - that the venerable continent’s hard-won gains of
the second half of the twentieth century are in the process of being destroyed from within -
is both hysterical and prescient at the same time. On the surface, the answer as to whether
the liberalism will hold in the centre of Europe (France, Italy, and Germany) is an easy one:
‘Of course it will.

Following the nightmares of the first half of the twentieth century, and succoured by the
security umbrella provided by NATO, the centre of Europe—West Germany, France, and
[taly—underwent a startlingly successful transition to places of peace, prosperity and
amazing political consensus. Parties in all three countries, from both the centre-left and the
centre-right, reached overall agreement about the championing of European liberalism.

In practice, this meant a united, committed defence to individual liberties, backed by a
fervent desire not to let anti-democratic forces-either from within like the Italian Red
Brigades, the German Red Army Faction, or the French OAS, or from without like the USSR—
unduly threaten their budding democratic systems.

The new consensus also centred around a belief in a (relatively) open form of capitalism as
the motive force for their economies, constitutionally-limited governments, and democratic
accountability through the practice of regular elections. Now, this sounds obvious, boring,
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and simply ‘the way things are.” But it amounts to nothing less than an intellectual revolution,
as the new consensus had never been ‘the way things are’ until this hinge point of history had
been reached.

A quick political tour of the Big Three makes it eminently clear that the grand consensus
is presently holding. In France, able President Emmanuel Macron-despite the yellow vest
protests which threatened his presidency-is now firmly back in charge. Better still, in his
Jupiterean, neo-Gaullist manner, Macron has modestly taken it upon himself to pose as the
world’s leading politician defending liberal values. Even Marine Le Pen, his principal far-
right, nativist, protectionist opponent does not break with liberal political traditions. She
is patiently waiting for the next French presidential election in April 2022 to wreck her
revenge.

Likewise, in Germany, even in the do-nothing sunset years of Chancellor Angela Merkel, that tired,
vanishing symbol of European liberalism, none of her genuine rivals espouse overtly illiberal
policies. While there are many in the far-right AfD and some in the far-left Linke who might not
so secretly dream of a world without the Bundestag, their party leaders are concentrating on
winning power at the ballot box, and not through anti-democratic, illiberal means.

In practice, all the parties that might be at the heart of the next German coalition-the centre-
right CDU, the centre-left SPD, and the rising (once populist) Greens-are all firmly wedded to
basic liberal precepts. So there seems no immediate cause for worry.

Even chaotic Italy has just shed the first populist government in the centre of Europe, with
the new tie-up between the populist Five Star movement and the establishment centre-left
PD conducted entirely by parliamentary means. Strikingly, it is the aggressive populist leader
Matteo Salvini—often seen as the face of Western European illiberalism—who is howling
about how the voters have been deprived of a chance to go to the ballot box, anointing his
party as the dominant force in Italy. The irony mustn’t be lost that this purveyor of populist
fear is demanding more democracy, not less of it.

And yet, beneath all this there is indeed something rotten. While Europe’s post-1945 peace is
easily holding in the centre of Europe, the economic boom and the social security it allowed
for - what the French call Les Trente Glorieuses (1945-1975) - has given way to a Europe
unable to grow at the necessary economic rate to avoid strategic decline as well as societal
dislocation.

This is the fuel for the fire that has directly led to the dramatic collapse of the Western
European centre-left and centre-right parties—the defenders of the grand liberal
consensus—who have dominated the heart of Europe since the end of the Second World War.
With their dominance now gone, and in many cases with their very survival far from assured,
the continuance of the liberalism that is their greatest achievement seems more in peril than
at any time in the past.

capx.co 45 [lliberalism in Europe




CAPX

As its elite fiddles, Europe burns

Across the geopolitical spectrum, Europe (and its elites) finds itself imperilled. The continent
as a whole finds is becoming ever more strategically and militarily peripheral, as defence
spending slips to comically inadequate levels (with the exception of France and the UK).

The continent is increasingly economically sclerotic, with persistently Depression-era levels
of youth unemployment in Italy and much of the south, as well as insufficient rates of growth
over the past two decades. For example, Italy still finds itself with a smaller economy today
than it possessed in 2008, before the start of the Great Recession.

While the past two decades have seen China rise to Great Power status and the US maintain
its position as the most important economy in the world, Europe has slouched down the slope
of decline, unable to keep up with the fast pace of globalisation. If we set 2% growth of GDP
per year as about the rate at which advanced industrial societies must grow in the modern
era to be healthy, the story becomes clearer. In 2018, the US grew at a robust 2.9%, while
Germany and France managed a lacklustre 1.5%, with Italy limping in a 0.9%.

At present, fully 90% of future world economic growth lies outside Europe. Today, the EU
countries comprise 7-8% of the world’s population, account for roughly 25% of global GDP,
but consume a staggering 50% of the planet’s social spending. Something obviously has to
give here, but mainstream EU politicians, the defenders of the liberal order, have no answers
to this obvious existential problem; worse, they have yet to even raise the question.

The demographic problem is especially stark. The worsening old age dependency ratio—the
relationship between the number of pensioners in a society versus the size of the working-
age population—cannot be wished away. The numbers are especially alarming in Germany,
the undisputed economic motor of Europe. The old-age dependency ratio was 33% in 2018
and is expected to rise to a crippling 52% by 2030. Over this period of time, the number of
German pensioners will skyrocket by 5 million, even as the number of workers declines by 6
million.

The broad policy responses to Europe’s demographic and economic challenges are as clear
as they are unpalatable. Increase taxes (hardly possible), decrease benefits and raise the
retirement age (hardly popular), or take in significantly greater numbers of immigrants
(given the societal strains exposed in Germany by the recent refugee crisis, hardly likely).

In the honest but telling wail of Jean-Claude Juncker, then Prime Minister of Luxembourg, and
now outgoing EU Commission President: “We all know what needs to be done, we just don’t
know how to get re-elected once we’ve done it.” This European policy and political failure is
what has set the populist cat amongst the establishment pigeons
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Europe also finds itself intractably politically divided: East-West over migration issues and
North-South over the endless Eurozone crisis. In the face of these daunting policy challenges,
its establishment centre-left and centre-right leaders—the champions of the liberal order—
have so far offered precious little in the way of policy solutions to these existential problems.

Elite failure opens the door to the populists

Literally every political entity throughout history has had an elite; most are arrogant,
self-centred, and (to a degree at least) corrupt and un-meritocratic, as they are jealous to
preserve their rank and privileges. This has been true for all societies since the Athenians

Those unattractive qualities are usually put up with by the rest of the people if that elite
delivers for the society as a whole, some mixture of peace, prosperity, a safeguarding of the
polity’s overall status in the world, and the vague idea that the elite keeps the polity whole.
But beyond the peace largely delivered by NATO, Europe’s current elite has clearly failed on
all the rest of these counts, opening the door to anti-establishment parties of all sorts who
can rightfully criticise their doleful record.

The political difference in Europe is not just that the continent’s elites have failed on nearly
every single count, it is that they continue to behave badly. But today’s failed elites are

not tolerated in the same way as yesterday’s successful elites were in Europe from the
1950s-1970s, when the continent was the fastest growing part of the world.

The example of Francois Fillon, the scandal-plagued centre-right Gaullist candidate for the
French presidency in 2017, is instructive. After-in time-honoured French tradition-placing
several members of his immediate family on the public payroll despite the fact they did little
or no work, Fillon just could not understand why the whole of his country was making such a
big deal out of what had until recently been common practice. His hopeful campaign quickly
sank without a trace. Failed elites are just not going to be given the same societal latitude as
successful elites managed in the past.

If Germany, France, or Italy, had even marginally successful growth numbers of 2% of GDP,
there would be no populist, anti-establishment problem; however, endemic failure to solve
problems relating to its economic decline mean populism, and the threat to the liberal-
championing establishment, is here to stay.

Along with this across-the-board economic malaise, the other cause for popular disquiet with
the European elite is its signal failure to craft a common refugee policy. Years before the rise
of Salvini, Italian governments begged both the EU and the other major European powers for
help with the influx of refugees from Africa. Receiving precious little, it is no wonder Salvini’s
popularity skyrocketed as gave up hope of help and took it on himself to brutally deal with
the problem.
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Likewise, Angela Merkel blithely taking in a staggering 1.1 million (mainly Syrian) refugees
in 2015, without the ghost of a coherent policy for assimilating them, looked like madness to
many ordinary Germans, with the Chancellor unwittingly rejuvenating the fading far-right
AfD. By making a policy mess of the common liberal view of the free movement of people,
Europe’s tarnished elites have called many of their own sacred cows into broader question.

The three dangers

At the broadest political level, what’s happening in the heart of Europe now makes a great
deal of sense when looked at through the prism of dramatic establishment party decay. In
[taly, the old centre-right (Berlusconi’s Forza Italia) is merely the handmaiden of Salvini’s
League. The old PD centre-left has been bounced into a ‘coalition of the desperate’ with the
populist Five Star party to avert even further electoral decline.

In France, Fillon’s centre-right Gaullists and the centre-left socialists have all but collapsed
in favour of the centrist Macron and the rightist, populist Le Pen. Even stolid Germany has
begun to wobble, with Merkel and the centre-left SPD experiencing their worst election
results last year in decades, as the formerly populist Greens and the rightist, populist AfD
gain on them.

There is a common process at work here; an arrogant, out of touch liberal elite—which has
failed and is so far gone it barely recognises this—decadently making little effort at self-
criticism, let alone self-renewal and policy reform. It is unsurprising that the liberal creed
espoused by this common French, German, and Italian elite has also suffered, becoming
increasingly discredited even as true illiberal forces have yet to take their place.

The problem isn’t that the illiberal barbarians are at the gate; it is that liberal elites are not
even bothering to man the walls in its defence.
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SWEDEN’S GREAT TAX HOAX
— A STORY OF FISCAL ILLUSIONS

BY NIMA SANANDAJI

Why is it that people in Sweden, as well as other parts of Europe, are willing to pay such high
taxes?

Tax revenue as share of GDP are around 45% in places like France, Denmark, Belgium and
Sweden. This is considerably higher than places like Ireland, the United States, Australia and
Switzerland where taxes make up less than 30% of GDP.

Throughout the world, proponents of big government point to European countries, not
least Sweden and its Nordic neighbors, as the proof that high tax policies are workable. The
reasoning goes that if only politicians in places such as the United States would have the
courage to finance generous welfare systems with taxes, people would soon accept a much
higher tax burden.

There is of course some truth to this. People in countries with higher tax burdens are
willing to pay more in tax, since they receive more services from the government. But there
is another explanation: high tax countries tend to hide the true level of taxation from the
general public.

Ask a Swede why people with normal wages are paying around half of their income to the

tax man and you might be rewarded with a puzzled face. Most Swedes think that normal
earners are paying around a third of their income in taxes. Only recently have campaigns
from advocates of limited taxation begun to spread the knowledge about the true tax burden.
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These campaigns in turn can explain why attitudes towards taxation are shifting in Sweden,
with the current social democrat government slashing the 5% top marginal tax rate.

A historical perspective can help us understand the development of hidden taxes in the
Nordics. Before policies steered to the left in the late 1960s, the tax levels in the region were
around 30% of GDP—quite typical of other developed nations at the time. Until then, most
taxation occurred through direct taxes, which showed up on employees’ pay stubs. However,
politics started changing. Over time, an increasing share of taxation was to be raised through
indirect taxes.

The most important form of indirect taxation is the employer’s fee. This is a tax on labor,
which has a very similar effect to income tax. The difference is that it is called a fee rather
than a tax, and that its name suggests that the employer rather than the employee is paying
it. In effect, when somebody receives a wage of 10,000 kronor in Sweden, the employer has
to pay an additional 10,000 kronor to the government. Half of this is the tax on labor, and
the other half is the employer’s fee. On their pay stubs people see that their official wage is
around 15,000 kronor, out of which 5,000 have been paid in taxes. The other 5,000 kronor,
which has been paid to the tax authority, is often not even included on the pay stub.

Of course researchers and government records acknowledge that the employer’s fee is an
indirect tax on labor, but people who don’t know the fine print of the tax system are largely
unaware of the fact that both direct and indirect taxes on labor exist. Thus, many ordinary
citizens think the tax on labor is around a third of the income (5,000 kronor out of 15,000)
rather than the actual rate of around half the income (10,000 kronor out of 20,000).

Another form of an indirect tax is the value-added tax (VAT). In the United States, a sales tax
is added to sold goods and services. Nordic countries used to have the same system. Over
time they have moved toward a VAT, wherein the tax is hidden in the final price of the goods
or service.

The graph below shows the evolution of taxes in Sweden. The OECD historical tax data
starts in the mid-1960s, at a time when the total tax burden in Sweden was just above 30%.
Then gradually taxes rose to 50% of GDP, before falling somewhat as governments on both
the right and the left realized that the high tax policy was seriously hindering economic
development. But a closer look shows that it is the hidden taxes, namely mandatory social
security and VAT, that have risen over time.

A fiscal illusion has been created, wherein the rising level of taxation has been kept hidden
from the voters. In Debunking Utopia: Exposing the Myth of Nordic Socialism, | show that the
same overall trend is true for the Nordic countries as a whole. Politicians in this part of the
world did not introduce large welfare states by raising the direct taxes. Instead they hiked
revenues by expanding indirect taxes.
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Evolution of taxation in Sweden
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Compare this with the United States, where the total tax level has risen recently, but

remained broadly at around 25% for the period as a whole. Hidden taxes have grown
somewhat in the US over time, but remain at a low level.

Evolution of taxation in the US
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So far this might all be dismissed as anecdotal reasoning. Can we find an overall international
trend? I have calculated the hidden taxes, as share of total taxation, for 23 modern economies
based on OECD tax data. The following graph shows the relationship with hidden taxes at one
axel, and the total tax burden at another. There is a clear correlation, with countries that rely
less on hidden taxation (mandatory social security and VAT) having a lower overall tax burden
than countries that rely less on these taxes. Denmark is the clear outlier, having high taxes
without significant share of the taxes being hidden.
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Hidden taxes refers to the sum of mandatory social security and VAT tax. Countries
of Anglo-Saxon legal tradition are marked with blue and of Nordic legal tradition with
orange. Source: OECD Tax Database and own calculations. Data for 2017.

There is a theoretical literature which supports the notion that hiding the tax burden works
as a strategy for implementing larger taxation than voters might otherwise have accepted.
Interestingly, this policy strategy was predicted a long time before it linked to a massive tax
raise in countries such as Sweden. In 1903 Italian economist Amilcare Puviani explained that
politicians would have incentives to hide the cost of government by levying indirect rather

than direct taxes. By doing so, the public would be fooled into underestimating the true cost of
having a large public sector

Nobel Prize winners James Buchanan and Bertil Ohlin have also written on the subject,

describing how the Social Democrats in Sweden had realized that the general public were not

keen on embracing higher taxes, and had thus chosen to hide the true rate.
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In a survey conducted in 2003 by my brother Tino Sanandaji and his co-author Bjorn Wallace,
the Swedish public was asked to estimate the total amount of taxes they paid.

Respondents were reminded to include all forms of direct and indirect taxation. On average
Swedes believed that taxes on work and consumption amounted to 40% of the wage of an
average worker. The true level at the time was 60%. In 2015 the survey was repeated, this time
through a study that I wrote for the Confederation of Swedish Enterprise. At this point the tax
level of Sweden had been reduced to 52%. In the survey, after having been reminded to include

all taxes, the average respondent believed the level to be 34%.

So, both surveys found that a third of the actual tax burden was hidden from the general public.
This all shines a new light on Nordic-style social democracy. It is only a half-truth that the
people in this part of the world are willing to put up with high taxes in return for generous
welfare. If politicians hadn’t hidden the tax bill, they would likely have been unable to raise the

revenue to its current rate.

During recent years, campaigns by think tanks and business organizations have aimed at
informing the Swedish people of the true level of taxation. As a result, the public’s perception
of taxation is gradually changing, and currently a government led by the social democrats is

cutting the 5% top marginal tax rate.

When taxes are simple to understand, voters can exercise pressure to keep them low. Those
with an interest in expanding the size of government can turn towards the strategy of fiscal
illusion (hiding taxes from the paychecks of the employees) as well as fiscal obfuscation
(naming a tax, which is levied mainly on the wage of employees, as employers tax) - thus giving

the false sense that it is not a tax on wage.

Such obfuscation is disingenuous but as Sweden’s experience shows, it’s something that works.
Proponents of liberty and streamlined states should take note, and work to expose the true

burden of government in the much-lauded Nordic model.
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FOR LIBERALISM TO SURVIVE,
WE MUST RENOUNCE TECHNOCRACY

BY HELEN DALE

I'm old enough to remember when people who were wheeled out as experts on panel shows
could make the most whackadoodle predictions and never wear any comeback for it. This
happened even when their “expert forecasts” led ordinary members of the public to take the
claims seriously and lose out (financially and otherwise) as a result, a phenomenon political
scientist Philip Tetlock documented over a 30-year period.

Tetlock was writing in 2005, however. These days, it's become much, much harder to be

a serial “expert bullshitter”, as people from biologist Tim Flannery and political adviser
Alastair Campbell to entities like the Bank of England and StrongerIn could no doubt confirm.
This is one of the quiet but profound ways that the Internet generally and social media
specifically has changed civil society and political debate.

In other words, Tetlock’s discovery that purveyors of dud advice weren’t held accountable
because people didn’t remember what they’d predicted is no longer true for the same reason
that outlets like Buzzfeed can fossick up rude tweets celebrities made when they were 16:
there’s only one Internet, and we're all trapped there for the rest of our lives.

Tim Flannery can’t open his mouth on climate change without people reeling off all his
sweeping (and wrong) predictions that Sydney’s dams would run dry. Alastair Campbell has
a sign reading “dodgy dossier” hanging around his neck like Coleridge’s albatross, and it will
never be in his power to take it off. “Project Fear” probably undermined the standing of the
economics profession and “independent, arms-length institutions” like the Bank of England
as much as the Global Financial Crisis did.
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Of course, people will tolerate expert rule and take expert advice as long as peace, order,

and good government continues. And there has indeed been quite a lot of that in Western
countries since 1989. That is why western governance elites — what Donald Trump calls “the
swamp” and Michael Gove “the blob” — exist. Voters have limited tolerance for incompetence,
however, particularly when it comes with the realisation that experts don’t always know
what they’re doing (Iraq War, Global Financial Crisis, austerity, etc). The point of handing the
levers of power to experts is that expertise is meant to lead to skilled manipulation of those
levers.

But when scientific experts (in particular) are wrong repeatedly, their failures can call their
successes into question. This has happened — with alarming consequences — to vaccines
and GM foods, and forms the basis of pseudoscientific “anti-vaxx” and “frankenfood” claims.
Non-scientists—even well-educated non-scientists — are often unaware of how the weight
of evidence supporting different scientific findings varies, and struggle to draw meaningful
distinctions between “science says vaccinate your children” and “science says eating red

meat causes cancer”.

This is why Gove’s “people have had enough of experts” quip got so much traction, even
though — if you watch the interview — it’s clear he was also making a wider point about
political self-interest and rent-seeking. That said, the sort of politicised expertise that led us
into Iraq or failed to see the Global Financial Crisis coming explains only part of the reason
for the now-widespread dismissal of expertise.

Running in parallel to high-level, expert-led government and institutional cockups like these
is an activity undertaken by a different group of experts: advising (and often telling) us how
to live. As the state has retreated from policing human sexuality, the impulse to muscle in
on people’s private lives and consumption habits has manifested itself elsewhere, often in
strikingly invasive ways. This is commonly called nanny-statism and often decried as an
infringement of civil liberties. These arguments are well-rehearsed, even dull.

My point here is a different one, and much simpler than the standard nanny-state critique.
Most expert “lifestyle” advice in areas like public health is unproven. Sometimes, it’s plain
wrong and simply blows up on implementation — Denmark’s fat tax or the UK’s attempts to
introduce age verification for online porn come to mind. And it is bringing liberalism into
disrepute because it’s the type of technocracy that hits people at home.

You don’t have to be some sort of Marxist to notice how much nanny-statism involves policing
undertaken by the upper-middle-classes of activities typically engaged in by minorities,
many of them poor. Think attacks on alcohol, cigarettes, and sugar (working class men);
attempts to ban kosher and halal slaughter (Jews and Muslims); attacks on sex work (poor
women); attacks on vaping (people who quit smoking using “non-approved” methods). In
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other words, the ex-commies over at Spiked have a point when they suggest a great deal of
modern populism amounts to people outside the bubble telling some posh, mouthy feminist
to bog off and leave their porn-watching habits alone. Remember the recent ban on gender
stereotyping in adverts? The Great British Public laughed its collective arse off because this is
ridiculous and ridiculous things ought to be ridiculed.

Nowhere is the hubris of our technocrats more apparent than in HMGov’s willingness to
export their pettifogging coerciveness to other countries, in a woke re-run of old-time
colonial policies designed to pacify conquered populations. Last week, it emerged that —
sheltering under the UK'’s foreign aid budget umbrella — was a “research unit” set up to
reduce the amount of salt Chinese people add to their food when they’re cooking at home, a
project in India using text messages to persuade people to drink less alcohol, and a program
that paid Bangladeshi imams to use Friday sermons to tell their congregations to stop
smoking.

Tellingly, the organisation responsible for digging up this splendid bit of dirt (the Institute

of Economic Affairs) took aim at the misuse of foreign aid, dodgy science, and wastage

of taxpayer money. However — because the IEA, like the rest of us, has marinated for so

long in technocratic rule — it did not address the most alarming aspect. That is, HMGov
facilitating the sort of population-level micromanagement that technologically developed but
authoritarian states can use to grind their citizens into the dirt.

The extent to which Parliament, the upper echelons of commerce, and the civil service are
deeply unrepresentative of the wider electorate is often shunted aside simply because the
claim can seem strange. Most people (legitimately) point out how similar bodies across
Europe now include many women and members of ethnic minorities.

However, sexual and racial diversity among elites can be both misleading and superficial.
Half of Clement Attlee’s Cabinet in 1945 had previously held blue-collar jobs, for example,
while by 2017, the percentage of MPs who had held blue-collar jobs had fallen to just three
per cent — half the number of those who’d once been lawyers — and none were in Cabinet.
And before you say, “but we have a Tory government,” it’s wise to remember only a single
Blair Cabinet minister in the late 1990s had ever worked in a factory. This means rule by
highly educated and liberal people whose backgrounds and outlook differ fundamentally
from those of the average citizen.

[t’s comforting to believe that while the political preferences of others may be driven
primarily by prejudices, emotions, superstition, and ignorance, the positions of well-educated
or highly intelligent voters are shaped by “the facts.” His thought is redneck, the logic goes,
while yours is doctrinal, and mine is deliciously supple.
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Yet the cognitive science literature suggests that the highly educated, intelligent and
rhetorically skilled tend to be significantly less likely than most to revise their beliefs or
adjust their positions when confronted with evidence or arguments that contradict their
priors. This is because they are typically better equipped to poke holes in data or arguments
that contradict their views. When [ made a spectacularly wrong 2017 general election
prediction (in the pages of a national newspaper, no less), my notes and drafts (I still have
them) disclosed my ability to take other people’s polling analyses to bits and a complete
inability to apply the same scepticism to my own efforts.

It was this experience of utter wrongness in 2017 — after I'd picked both Leave and the
election of Donald Trump in 2016 — that forced me to (a) pay attention to what I'd done when
I'd been right and (b) pay even more attention to how I behaved when [ was way off the mark.

[ learnt that those with higher education levels and academic aptitude tend to be less attuned
than most to ambiguity, complexity, and limitations in their own knowledge — and less likely
to innovative or creative thinking. Even worse, people tend to grow more politically doctrinaire
as their scientific literacy and numeracy increases, while deploying scientific studies or
statistics in the context of political arguments seems to polarise debate even further.

Tellingly, many highly educated people tend to be only a little more informed than most with
regards to substantive facts, and more worryingly often lack even rudimentary knowledge
about civic institutions and processes. Lawyers may be an exception to the latter because

our work is intensely procedural, but that doesn’t mean we escape the other cognitive
disadvantages that appear to come via university education. In fact, research suggests that
highly educated people are less self-aware of their own political preferences than most
people — typically describing themselves as more left-wing than they are in reality. Educated
women seem especially prone to this; men and those with higher-incomes are more likely to
think that they are right-wing and to be measured as such.

It’s been an accepted truism of political science since classical antiquity that an educated
population makes for greater civic literacy and (in democracies and constitutional republics)
better governance. Evaluating evidence is indispensable for effective policymaking if our
societies are to reap the benefits of policy-relevant science. However, without the parallel
trait of “science curiosity,” the intellectual advantages associated with science literacy

can actually impede public recognition of the best available evidence and deepen cultural
polarisation.

What'’s needed are intellectually curious people, expert or otherwise. Consuming a varied

media diet seems to be crucial here: afforded a choice, low-curiosity individuals read
material consistent with what they already believe; high-curiosity folk, by contrast, prefer to
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explore novel findings, even when the information contradicts their group’s political or policy
position. Dining on a richer diet of information, high-curiosity people form less one-sided and
hence less polarised views.

No-one really knows how to use science curiosity to overcome political polarisation, although
in his more recent work (2015’s Superforecasting), Tetlock improved accuracy in the narrow
fields of political and economic forecasting by training people — whether highly educated

or not — to gather evidence from a variety of sources, think probabilistically, work in teams,
keep score, and be willing to admit error and change course.

Relatedly, there’s little evidence that adding women or ethnic minorities to governance elites
changes decision-making processes or outcomes much: classic “pissing in a wetsuit policy,”
as my father used to say. “It feels good but doesn’t show”. However, I'm willing to hypothesise
that including those who haven’t attended university may improve the quality of decision-
making among governance elites precisely because these are people who are statistically less
prone to political polarisation.

In any case, technocracy is incompatible with liberalism simply because “liberty” is at the
core of liberalism. Giving China’s authoritarian capitalist state yet another thing to use as
part of its terrifying “social credit” system represents — or ought to represent — a terminus
ad quem for a set of policies and practices that should never have been entertained by any
liberal democracy.

If you're in the business of helping China breathe down Mrs Wong of Beijing’s neck when

she uses too much MSG in her chow mein then you need to step away pronto, followed by
spending a month watching every single news story coming out of Hong Kong and Xinjiang.
And, frankly, if liberals continue not only to engage in this behaviour but provide intellectual
cover for it both here and overseas, they should think about changing their name.
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COMMUNISM IS GONE, BUT THERE IS STILL A
BURNING DESIRE FOR CHANGE IN EASTERN EUROPE

BY ESZTER SZUCS

The Berlin Wall didn’t just come down in one place in 1989. It came down in thousands of
smaller ways in the minds of millions of people.

For me, it came down that year in the living room of my family’s small country house in the
Hungarian countryside. I was 11 years old, it was summer and we were on vacation. Normally
we would have all been outside, but instead my entire family was glued to the TV. That is how
[ knew the news was significant. Prime Minister Imre Nagy was being buried.

A prime minister’s burial would be news in any country, but Nagy had been executed and left
in an unmarked grave in 1956 after the Soviet Union invaded Hungary and bloodily crushed
the Hungarian revolution. Though not uncontroversial, he represented a connection to a part
of our past that had been walled off. As we watched the television, a charismatic 26 year-old
activist took the stage on Budapest’s Heroes’ Square, and described Nagy has a man who
pushed back against the “blind obedience to the Russian empire and the dictatorship of a
single party.” His name was Viktor Orban.

Thirty years later much of the unbridled optimism of 1989 is gone, and countries in Eastern
Europe now find themselves again on a frontier. In Hungary and Poland, the governments
have worked to restrict civil society, with people like Orban leading the way. Meanwhile
Romania has struggled to successfully prosecute corruption cases, Slovakia has seen the
rise of far right extremists, and the Czech Republic has dealt with continuing controversy
concerning its prime minister’s business interests.
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Despite these challenges, as a new generation comes of age that never experienced 1989,
there are reasons to be hopeful. Generation Z, born stating 1997, is far from apathetic or
uninterested in public issues. According to the report on Attitudes in Central and Eastern
Europe 30 Years After the Fall of the Berlin Wall, this generation is aware of the danger
democracy and the rule of law are facing. But that interest doesn’t always translate into
traditional politics.

What we have seen, though, is a global blooming of issue-specific movements for change. In
those movements—including #Metoo and the People’s Climate March—young people have
taken the lead, including in the former communist counties of Eastern Europe. For many, it is
their interest in one specific issue that first brings them into progressive politics.

One example that makes me hopeful is the town of Banska Bystrica in Slovakia. It is a centre
for far-right politics in the region, and in 2013 Marian Kotleba was elected governor after
targeting Roma in his election campaign and calling them “parasites”.

In response, young people took the lead in the local chapter of Not in Our Town, which was
first set up in Billings, Montana in 1995 to fight hate crimes. Some of those who started
coming out to join were so young that the organisers asked them to get their parents’
permission first. Other young people came after leaving far-right organisations. Not In Our
Town included all of them, providing a venue for inclusion and progressive activism that
organised events to bring different populations in the city together. In 2017 they celebrated a
major victory when Kotleba lost his bid for re-election.

Having worked with community organisers for years, that example shows me how far youth
enthusiasm can go when coupled with experience and organisation. When those elements
come together they can yield surprising results, as they did in the Hungarian town of Szeged
when LGBTQI youth activists came together to deal with the shortage of places where LGBTI
youth could go and be safe.

Working with a well-trained organiser, they created a network of restaurants, cafes, bars and
other public spaces in Szeged that welcomed LGBTI people. They faced hurdles, including a
community centre the refused to allow them to hold their meetings there, but overcame them
both creating the network, and successfully bringing a case to the Equal Treatment Authority
against the community centre, and winning.

These principles of combining enthusiasm and experience also work on a larger scale. In
October this year, the opposition took back Budapest when Gergely Kardcsony became mayor.
That was possible because activists played a major role in pushing for organising the first
opposition primary, which allowed one candidate to be put forward in the election, and win.
There too the enthusiasm of the young combined with the know-how of experienced activists
delivered results.
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That is what [ see as one the most important connections between and 1989 and today. Young
people still care and want change, but they need the skills to achieve it. If remembered that
way, the fall of the wall is not just about a historic event, but a reminder of the tools that
made it possible, and how to hone them.
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