
STARING INTO THE ABYSS: A SPECIAL REPORT ON THE FUTURE OF EUROPE



On the cover
Silvio Berlusconi's terrifying
legacy: leader, page 13.
Italy-and a continent-in
crisis, pages 30-34. Our
special report argues that
Europe is heading towards
compromise and decline,
after page 56. Nicolas
Sarkozy, austerity-lover,
page 59. Greece in torment,
page 58. Those pesky
European voters,
Charlemagne, page 62

The Economist online
Dailyanalysis and opinion from
our 19 blogs, plus audio and video
content, debates and a dailychart
Economist.com/blogs

E-mail: newsletters and
mobile edition
Economist.com/ email

Print edition: available online by
7pmLondontime each Thursday
Economist.com/print
Audio edition: available online
to download each Friday
Economist.com/ audioedition

••
First published in September1843
to take part in "a severe contestbetween
intelUgence, which pressesjorward, and
an unworthy, timid ignorance obstructing
our progress. If

Editorial offices in london and also:
Atlanta, Beijing, Berlin, Brussels, Cairo,
Chicago,Hong Kong,Johannesburg, LosAngeles,
MeXlco Clty, Moscow, New Delhi, New York, Paris,
San Francisco, Sao Paulo, Singapore, Tokyo,
Washington DC

Leaders
13 Italy and the euro zone

That's all, folks
14 America's deficit

Large it up
14 Airline alliances

Open the skies
16 The Middle East

Confronting Iran
18 Elected mayors

Big cities, small plans

Letters
On population growth,
the Nobel peace prize,
Edward Lear, Chinese
texts, business in India,
weather and economics,
blondes, mind-reading

Briefing
30 Berlusconi's departure

Addio Silvio
32 Europe's debt crisis

Rushing for the exits
34 Italy's economy

That sinking feeling

United States
35 The politics of the South

Hunting for votes
36 Ohio's referendum

Kasich gets a black eye
38 The supercommittee

Hints of a deal or a false
dawn?

38 Christmas trees
Atax too far

38 Philadelphia's mayor
Michael, more

40 Herman Cain
Anonymous no longer

40 Water in Texas
The thirsty road ahead

41 California's pensions
Not so retiring

42 Lexington
The elusive progressive
majority

The Americas
45 Security in Colombia

Top dog down
46 Cuban business

A risky venture
46 Human rights in Mexico

Friendly fire

Asia
47 China and Tibet

Nomercy
48 Imran Khan

Second coming
49 Afghanistan and the

Taliban
Collateral damage

49 Asia-Pacific trade
Dreams and realities

50 South-East Asian
summitry
The happening place

52 Banyan
One dam thing after
another

Middle East and Africa
53 Iran and Israel

War of nerves
54 Libya and its allies

Alltoo friendly
54 Chad, Mali and Niger

Just deserts
55 Egypt's military leaders

Not doing well
55 Africa's amputees

Taking part
56 Nigerian politics

Groping forwards

Special report: Europe
and its currency
Staring into the abyss
After page 56

Europe
57 Germany's economy

Acase of the sniffles
58 Greece

Tomorrow and tomorrow
58 News in ex-Yugoslavia

Broadcasting to the
Balkans

59 France's public finances
The belt-tightener-
in-chief

59 Azerbaijan
Howto spend it

60 Nagorno-Karabakh
Conflict on ice

62 Charlemagne
Europe against the
people?

Iran Its nuclear ambitions
must be stopped: butIsrael
bombing itis not the right
answer, leader, page 16. A
game-changing report by the
UN'S nuclear watchdog could
bethe prelude to an Israeli
strike on Iran, page 53

The battle forthe South The
president tries to shore up his
fragile electoral gains in a
region that is getting ever
more Republican, page 35. An
alternative strategy forthe
Democrats: Lexington page 42

Britain's elected mayors The
plans to unleash more Boris
Johnsons pointin the right
direction, butaretootimid:
leader, page 18. The country's
few elected mayors have, by
and large, worked well. But
that doesn't mean other cities
will vote forthem, page 63



Contents The Economist November 12th 2011

South Korea's economy
Tooutsiders, the country's
heroic ascent is a template for
success. But now it has almost
caught up with the developed
world it must change its
approach, pages 79-81.
China's state-owned
enterprises are on the march,
page 71

..~ '. .v..•••, • _
Airline alliances Regulators
have been too soft on the big
transatlantic carriers. It is
time to toughen up: leader,
page 14. Three alliances cover
most ofthe world-where do
they go next? Page 76

Dino dining Even in their
heyday, dinosaurs were not
quite as dominant as popular
myth makes them outto be,
page93

Britain
63 Reforming local

government
The mayors show

64 Uncontrolled borders
Waving them in

65 London 2012
Fun and games

65 Cheap toys
Buy early, buy often

66 Bagehot
Why Britain has centrist
politics

International
67 International marriage

Herr and Madame, Senor
and Mrs

Business
71 State capitalism in China

Of emperors and kings
72 Big ships

Economies of scale made
steel

73 Diamonds
Anglo buys De Beers

73 The Oppenheimers
Swapping gems for cash

74 Sexual harassment
Nasty, but ra rer

74 The Olympus scandal
Big trouble in Tokyo

76 Airline alliances
The airmiles-high clubs

76 Dynegy
Avery odd bankruptcy

78 Schumpeter
Whyfirms go green

Briefing
79 South Korea's economy

What do you do when you
reach the top?

Finance and economics
83 The euro crisis and

emerging markets
Bringing it all back home

84 Buttonwood
The EUshoots the
messenger

86 Too big to fail
Fright simulator

86 Networking and pay
Women do worse

88 Rice
The impact ofThailand's
floods

88 Private equity
Fee high so dumb

90 Economics focus
The world's current-
account surplus

Science and technology
93 What ate dinosaurs?

Old erocs
94 Astronomy

Throwing money into
space

94 What dinosaurs ate
The belly of the beast

96 Asteroid 2005-YU55
Acosmic near-miss

96 The Rorschach test
Afew blots in the
copybook

Books and arts
97 The cold war

George Kennan, a life
98 Russia and the West

Slip and slide
98 Jim Thompson

America's way of war
99 Jeffrey Sachs

Turning his eye on home
99 Leonardo in London

Deciphering the da Vinci
code

100 American art
FromWalmartto wall art

108 Economic and financial
indicators
Statistics on 42
economies, plus a closer
look at global business
confidence

Obituary
110 Philip Gould

Architect of New Labour

L
Blair's brain Our obituary of
Philip Gould, architect of New
Labour, page 110

Prindpal commerdal offices:
25 StJames's Street, London SW1A1HG
Tel: 020 7830 7000

Boulevard des Tranchees 16
1206 Geneva, Switzerland
Tel: 4122 566 2470

750 3rd Avenue, 5th Floor, New York, NYlO017
Tel: 1212 541 0500

60/FCentral Plaza
18 Harbour Road, Wanchai, Hong Kong
Tel: 852 2585 3888

Other commercial offices:
Chicago, Dubai, Frankfurt, Los Angeles,
Paris, San Francisco and Singapore

Subscription service
For our latest subscription offers, visit
Economist.com/offers
For subscription service, please contact by
telephone, fax, web or mail at the details
provided below:
Telephone: 1800456 6086 (from outside
the us and Canada, 13144478091)
Facsimile: 18668568075 (from outside
the us and Canada, 1 3144478065)
Web: Economistsubs.com
E-maiL: customerhelp@economist.com
Post: The Economist Subscription

Services, P.O. Box 46978,
St. Louis, MO63146-6978, USA

Subscription for 1 year (51 issues)

United States US$138
Canada CN$189
Latin America US$270

~
r:»EFC'
PEFC/29-31-75

PEFCcertified

This copy of The Economist
is printed on paper sourced
from sustainably managed
forests certified by PEFC
www.pefc.org

orecycle

() 20ll The Economist Newspaper limited. AUrights reserved. Neitherthis publication nor any part of it maybe reproduced, stored in a retrievatsystem, ortransmittedin any form or byany means, electronic, mechanical, photocopying, recording or
otherwise, without the prior permission ofThe Economist Newspaper limited. The Economist (ISSNOO13~0613)is published every week, except for ayear-end double issue, by The Economist Newspaper limited, 750 3rd Avenue, 5th Floor, NewYork, NY10017.
The Economistisa registered trademark of The EconomistNewspaper limited. Periodicals postage paid at NewYork, NYand additional mailing offices. Postmaster: Send address changes to The Economist, P.O.Box 46978, St. louis, MO.63146-6978, USA.
Canada Post publications mail(Canadian distribution) sales agreement no. 40012331. Return unde~iverable Canadian addresses to The Economist, POBox 7258 STNA,Toronto, ONMsW1.>:9.GSTR123236267. Printed by RROonnelley, Strasburg, VA.22657

mailto:customerhelp@economist.com
http://www.pefc.org

