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It is time for sanctions on Germany
if it won’t stop buying Russian gas

Capitalism is
not to blame
for climate
change
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Despite Extinction Rebellion’s
claims, environmental damage is
worse in countries where the state
holds most power over economy

T

‘No other
industrial
civilisation
for so long
poisoned its
land, air
and people’

Rainer Zitelmann is a German historian and
author of the books “The Power of Capitalism” and
“The Rich in Public Opinion”

he gas is still flowing through the
pipelines across Europe. The oil
is still being unloaded at the
refineries. And €800m (£662m) a day
is being sent straight to Moscow.
Germany and to a lesser extent Italy
are effectively funding Vladimir Putin’s
brutal assault on Ukraine. Shelling of
innocent civilians, mass rapes, and the
destruction of whole cities is being
financed by European consumers and
industry.
True, Germany is debating cutting
off the gas. It is setting targets for
winding up the payments to Russia
and exploring alternative supplies that
would keep the lights switched on.
And yet, for now it has decided the
cost to German industry would be too
high, but that is completely
unacceptable.
If the Germans don’t want to make
that sacrifice it is up to them.
Yet there is no reason why the rest of
the world should tolerate that. The
moment is surely close for sanctions to
be imposed on Germany.
Anyone buying German goods is
funding the war – and while stopping
energy imports would not end it
immediately they would make it a lot
shorter and save tens of thousands of

‘Anyone
buying
German
goods is
funding
the war
in Ukraine’

Germany has decided that would cause
too much economic pain. There would
be “social unrest”, warns the economy
minister Robert Habeck.
There could be a catastrophic loss of
competitiveness according to the
German chemicals industry, with
major manufacturers warning that
they might have to close plants for
several months.
An “emergency gas plan” drawn up
in Berlin warns of potential rationing,
and return to working from home, and
offices and factories switching to three
days a week. It is not, the German
government has concluded, worth the
pain it would cause.
In reality, that is debatable. Plenty of
independent assessments have
concluded that even closing down
Russian gas completely would cause
only a mild recession. It might amount
to 2pc or perhaps 3pc of output lost,
and even that amount would be
recovered in a year or so.
Germany is one of the richest
societies in the world, and, at 60pc, has
one of the lowest debt-to-GDP ratios,
and could add 10 points to that to pay
for the damage without anyone even
really noticing.
It would be less expensive than
dealing with Covid-19. It is simply that
the German government and its
industrial leaders have decided it is not
a price worth paying.
Germany is free to make that
decision if it wishes, but there is no
reason why the rest of the world
should accept it. In effect, anyone
buying German cars, chemicals,
machine tools or electrical equipment
is paying for Russian gas. And that
Russian gas is paying the soldiers
shelling cities in Ukraine.
The solution? It is not hard to figure

out. As more atrocities by Russian
soldiers are uncovered, surely the
moment has arrived to put sanctions
on Germany as well.
That could work in a variety of
different ways.
There could be temporary tariffs
imposed on Germany exports, with the
money sent to Ukraine to pay for its
war effort and to help the millions of
refugees (admittedly, that would be
illegal under EU law, but there would
be nothing to stop the UK, US, Canada,
Australia and many others).
We could impose a six-month ban on
German exports, and keep extending it
until the war was over, or the gas
pipelines closed down.
Alternatively, we could organise
consumer boycotts. After all, anyone
buying a new BMW or Volkswagen is
indirectly paying for Putin’s army – a
point worth keeping in mind when
choosing a new car.
There wouldn’t be much of a cost.
Sure, Germany is one of the world’s
leading manufacturers.
But, of course, we can buy cars from
France, or Japan, and chemicals from
South Korea or the US.
There is nothing it makes that can’t
be relatively simply sourced
elsewhere. The impact in Germany,
however, would be dramatic. Cutting
off the gas would hurt its industries.
But so would not cutting off the gas.
In fact, the hit from keeping the
pipes open would probably be worse.
The equation would change
dramatically.
True it wouldn’t end the war
overnight. Putin might struggle on
with his failing campaign for a while.
But it would shorten the war, save
thousands of Ukrainian lives – and that
is surely a step worth taking.
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he first time I ever heard of Extinction
Rebellion was three years ago when I
visited London. I almost missed an
appointment because the entire city was blocked.
In recent weeks, Extinction Rebellion has been
demonstrating again in London. One of this
group’s central dogmas is that capitalism is to
blame for climate change and environmental
degradation – and that capitalism will ultimately
lead to the extinction of humanity.
This conviction is not only shared by the
followers of this doomsday cult, but by many
people who would otherwise reject such beliefs
and disruptive methods of protest.
“System change not climate change” has
become one of the key slogans among climate
change activists, who believe that the world
needs to overcome capitalism because they
blame the pursuit of profit by capitalist
companies for climate change.
But what is the true relationship between
capitalism, environmental degradation and
climate change? For more than 20 years,
researchers at Yale University have been
publishing the Environmental Performance
Index (EPI), which ranks countries according to
their environmental health and ecosystem
vitality. An interesting comparison can be made
between the EPI and the Heritage Foundation’s
Index of Economic Freedom, which has been
measuring economic freedom around the globe
since 1995. The Index, which is also referred to as
the capitalism index, analyses the level of
economic freedom in 178 countries.
The Heritage Foundation’s researchers
compared the two indices, Yale University’s
Environmental Performance Index and their own
Index of Economic Freedom. They found that the
countries with the highest levels of economic
freedom – and thus the most capitalist countries
– also had the highest EPI scores, averaging 69.8,
while the “mostly free” countries averaged 66.8.
There is then a big gap to the “moderately free”
countries, which were rated much lower (49.3
points) for their environmental performance.
The “mostly unfree” and “repressed” countries,
namely those that are least
capitalist, registered by far
the worst environmental
performance (37.5 and 36.6
points in the EPI,
respectively). If an economic
order based on private
property, competition, and
freely set prices were the
cause of environmental
pollution, then, logically,
there would have to be less
pollution in countries that
do not have these, which is not the case.
Anti-capitalist climate activists such as Naomi
Klein want to establish an economic order in
which the state has disproportionately greater
power than under capitalism. In her book This
Changes Everything: Capitalism vs The Climate,
Klein writes about the need for government
guidelines on “how often we drive, how often we
fly, whether our food has to be flown to get to us”.
The anti-capitalist prescription for dealing
with climate change and pollution is more state
planning. However, in countries where the state
has held the most power over the economy, levels
of environmental degradation were not lower.
On the contrary, they were far higher than in
any other countries. Divided Germany provided a
solid basis for comparison, with a market
economy system in the West and a planned
economy system in the East. The German
historian Hubertus Knabe, a leading expert on
GDR history, observed: “One of the world’s
biggest climate killers was, in fact, a country that
had abolished capitalism – the GDR.” In 1989, the
GDR emitted more than three times as much CO2
for each unit of GDP than the Federal Republic.
Other comparisons also confirm that
abolishing capitalism leads to more rather than
less environmental degradation. In 1988, the
GDR emitted 10 times as much sulphur dioxide
per square mile as the Federal Republic (124.5
tonnes vs. 12 tonnes per square mile).
The worst environmental destruction
occurred in non-capitalist countries. In their
book Ecocide in the USSR, Murray Feshbach and
Alfred Friendly Jr conclude that “no other
industrial civilisation so systematically and so
long poisoned its land, air, and people”.
Many people will concede that socialism is
even worse for the environment than capitalism,
but they are still left with reasonable doubts: isn’t
economic growth in general bad for the
environment? There is one argument that seems
logical, at least at first glance. Because the earth’s
raw materials are finite, infinite growth is
impossible. This leads many to conclude that,
somehow, growth must be curtailed.
But based on numerous data series, the
American scientist Andrew McAfee proves in his
book More from Less that economic growth has
decoupled itself from the consumption of raw
materials. Companies are constantly looking for
new ways to produce more efficiently, ie to get by
with fewer raw materials. And innovation,
another characteristic of capitalism, has
promoted a trend we call dematerialisation.
One example of this trend is the smartphone.
Just consider how many devices are in your
smartphone (a telephone, camera, calculator,
voice recorder etc) and how many raw materials
they used to consume. There is a very strong
argument that, even in terms of climate change
and environmental degradation, capitalism is not
the problem – it’s the solution.

Berlin is helping to fund
Putin’s war to the tune of
€800m a day – but we do
not have to tolerate this

innocent lives. In response to the
invasion of Ukraine, the UK, the United
States, and of course the European
Union have imposed round after round
of sanctions. Yachts belonging to
Putin’s corrupt gang of cronies have
been seized in the ritzier resorts
around the Mediterranean.
Football clubs have been put into
trust to be sold to more acceptable
owners. Some, but not all, of the
Russian banks have been frozen out of
the financial system, and, with a
handful of shameful exceptions, most
Western companies have closed down
their operations in the country.
All of that will have a significant
impact on the Russian economy. Its
GDP is estimated to drop by 10pc to
20pc this year. That is going to cause
real pain.
There is a gaping hole in the
package, however, and it hardly takes a
microscope to see it. Europe is still
importing vast quantities of Russian
gas, and to a lesser extent oil, with
most of it flowing into Germany and
Italy. Even worse, the soaring price of
natural gas since the invasion means
the amount paid to Moscow has
doubled in the last year.
Europe is sending Putin a cheque for
€800m a day.
We can sequester yachts and cut off
Netflix if we want to. And yet the blunt
truth is that the regime in the Kremlin
can simply shrug all that off.
There is still plenty of money to
keep the economy going, and to
finance even the catastrophic losses of
men, machinery and ammunition
suffered by an inept, poorly led
Russian army. Only an immediate ban
on Russian gas would make a real
difference.
Here’s the problem, however.

China can no longer be certain of overtaking America
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Beijing’s economic rise
over the last decades is in
danger of crashing over its
dystopian Covid policy

T

he 19th century belonged to
Britain. The US thrashed all
comers in the 20th. And, for a
couple of decades there, it looked like
the 21st was China’s for the taking.
Maybe it still will be. But Beijing’s
totally disastrous zero-Covid policy is
highlighting some huge structural
weaknesses in the world’s secondlargest economy that suggest such an
outcome is by no means guaranteed.
For much of the last couple of
decades, China’s inexorable rise
appeared inevitable. A huge
population, long-term planning and
the efficiencies of a command-andcontrol economy seemed to give the
country huge advantages over the
messy compromises and structural
short-termism inherent in moribund
western democracies.
The Chinese Communist Party was
able to bank on an annual growth rate
of between 6pc and 8pc. A good chunk
of that ever-expanding GDP was spent
on strengthening by far the world’s
largest military and investing in the
Belt and Road initiative that has
already pulled around half the nations
on Earth into Beijing’s orbit.
A distinct lack of scruples with
regards to ripping off Western
intellectual property was helping

China become less reliant on foreign
technological know-how. All we in the
West could do was look on in awe, try
and grab hold of the dragon’s tail and
perhaps take a stab at learning
Mandarin.
But that narrative is looking
increasingly shaky as omicron
outbreaks test China’s anti-Covid
strategy to destruction. For much of
the pandemic, it looked like Beijing
had made the right calls, helping China
achieve a lower per capita death rate
and speedier economic recovery than
most other countries.
Now videos are emerging from
Shanghai of residents shouting from
their windows that they are running
out of food and basic necessities. Robot
dogs patrol the empty streets and
drones blast party propaganda into the
night sky. One particularly bleak
message stands out: “Control your
soul’s desire for freedom.”
It is getting increasingly hard for the
CCP to maintain the illusion of its
infallibility or claim its primary focus
is the welfare of the people when
sobbing babies and toddlers are being
separated from their parents and
placed in infant quarantine centres.
And the dystopian images from the
country’s largest city are only the most
visible examples of the zero-Covid
policy backfiring. By some estimates
half of China’s population is now
locked down to some degree.
Container ships are queuing to get
into the Shanghai ports and the city’s
truck traffic this month is less than a
fifth what it was in April 2019. Most of
the steel mills along the east coast have
halted production. Crop planting has
been delayed.
President Xi Jinping is in a bind.
Having demonised those countries
who have said the only way out of the

pandemic is to live with Covid, how
can Beijing now adopt a similar
strategy? What’s more, some
epidemiologists have predicted an exit
wave could kill up to 2m of China’s still
relatively poorly vaccinated
population.
But if the authorities double down
on the zero-Covid policy they will
condemn the country to continued
isolation and indefinite curfews that
will further hamper the economy.
And time’s running out. Xi is
expected to launch his third term as
the country’s premier at the five-yearly
party congress in the autumn, paving
the way for lifelong rule.
A stagnant economy or morgues
piled up with body bags are certainly
not part of the carefully
choreographed script.
China’s economy was already in
trouble. Beijing was aiming for growth
of just 5.5pc in 2022, its lowest in three
decades, even before the latest
lockdowns. It’s far from clear that this
lower target would have been hit even
with the usual massaging of official
figures.
Half of all business investment in
recent years has been related to the
property sector, which supported a
staggering 25pc of China’s GDP, a far
higher proportion than in both
property obsessed Spain and Ireland
before the eurozone crisis.
The rapid expansion of China’s real
estate sector was powered by a huge
migration from the farms to the cities
and the availability of cheap credit.
The value of a standard Beijing
apartment ballooned to 25 times the
annual wage.
However, the slow-motion
implosion of Evergrande Group, one of
China’s biggest real estate developers,
and the central bank’s attempts to
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release some air from the country’s
credit bubble, strongly suggest the
party is over.
At the same time, the regulatory and
political crackdown on the technology
sector has scared off investors
resulting in the country’s 10 largest
tech giants losing about $1.7 trillion
(£1.3 trillion) of their collective market
value while cowing China’s “old guard”
tech founders like Jack Ma.
With 100m consumers in lockdown,
retail activity has all but ground to a
halt and local governments, which
have no power to raise taxes, are no
longer selling vast tracts of land to
property developers.
Should the slowdown continue,
foreign investors, who were prepared
to turn a blind eye to human rights
abuses and the theft of their
intellectual property in return for
access to a huge and fast-growing
economy, will grow more circumspect.
When China accounted for a third of
all marginal growth in global demand
for luxury vehicles, Western car
companies couldn’t afford not to have
access. If that were to fall to say, 5pc or
10pc, they can take it or leave it.
Likewise, those countries that had
signed up to the Belt and Road
Initiative need only look at the crisis in
Sri Lanka – where food and medical
shortages, soaring prices, power cuts
look likely to lead to a bailout by the
IMF – to see what happens when
developing economies are saddled
with unsustainable debt to fund
unnecessary infrastructure projects.
Command-and-control is all very
well if you get all the big calls right.
Messy democratic compromise still
works better if you believe that human
beings can occasionally make mistakes
and might need to change course a few
times over the course of a century.

