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① 
“This week’s story is 

about Carnival—”

“I’ve always wanted to 
go on a cruise!”

“—and its questionable 
response to the 

coronavirus outbreak on 
its ships.”

“OK, how about we play 
off my second favorite 
disaster-at-sea-driven-

by-the-promise-of-
financial-gain film.”

② 

“Not a Clooney fan.”

[Searches Google]

“The ships look so 
crowded and fun!”

“Did you know the Costa 
Concordia was also a 

Carnival ship?”

“I do now. And there was
also something called

‘the poop cruise.’ ” 

③ 

“Oof, not a good look.”

“You just kind of have to 
ask yourself …”



Age UK has seen an unprecedented
demand for our services as older 
people turn to us for support. In the 
weeks and months ahead, older 
people are going to need us even 
more, in huge numbers. Help us 
raise £10 million to keep our vital 
services running.

Although it is Age UK’s aim to raise at least £10m, if this target cannot be met the funds
raised during this emergency appeal will still be disbursed for the purposes listed in this
appeal; wherever the need is greatest. If we find that the needs of older people change
during this emergency or we raise more than £10 million we will apply any money raised  
to where the needs are greatest.

Age UK is a registered charity, registered charity no 1128267. Age UK will be raising funds on behalf of itself and local  
Age UKs who are also registered charities and The Silver Line Help Line which is also a charity. Age UK’s registered  
address is Tavis House, 1–6 Tavistock Square, London WC1H 9NA. ID204496 04/20.

£10 could help to answer calls to our advice line
from vulnerable older people needing information 
and support on how to cope during this crisis.

Here is
how your
donation  

could help

If you can help,  
please donate £10 at
www.ageuk.org.uk/bloomberg

Age UK is calling on you, the great 
British public, to help raise £10 million 
to support our older people at this  
time of national crisis.

CORONAVIRUS
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� IN BRIEF Bloomberg Businessweek By Benedikt Kammel

○ Global cases 
of coronavirus 
reached 2 million. 
The number has 
doubled since 
April 2.

The U.S. has the biggest number of 
deaths, at more than 24,000. Still, 
President Trump is eager to reopen 
the economy from its weekslong 
shutdown. In the meantime, 
unemployment has approached 15%.

The technology is designed to curb 
the spread of the virus by urging 
users to quarantine or isolate 
themselves after contact with an 
infected individual. Some privacy and 
cybersecurity experts worry the tool 
will be vulnerable to abuse.

○ The OPEC+ alliance 
agreed on an historic deal to 
cut oil production by 

9.7m 
barrels a day to stem 
the slump in prices and 
demand. The biggest-ever 
intervention in the crude 
market followed days of 
tense negotiations among 
member states, conducted 
via videoconference.

○ Pope Francis delivered a blessing on Easter Monday to an empty square in front 
of St. Peter’s Cathedral in Rome, a venue typically filled with as many as 100,000 
pilgrims when the pontiff speaks from the window of his papal apartment.

○ SoftBank forecast a 
record operating loss of 

$12.5b
for the fiscal year that 
just ended. The Japanese 
bank has been hurt by 
bad bets on startups such 
as WeWork, the once-
high-flying office-sharing 
company, and satellite 
operator OneWeb, which 
filed for bankruptcy 
in March.

○ After dropping out 
of the presidential
race, Bernie Sanders 
endorsed Joe Biden 
as the presumptive 
Democratic candidate. 
In a video message to 
his loyal supporters, the
Vermont senator vowed
to do “all that I ’’
to defeat Trum
in November.
Barack Obama
also endorsed
Biden, who
served as his
vice president.

○ JPMorgan set
aside $8.29 billion
for bad loans, the
biggest provision
the bank has
made in at least
adecade.

British Prime Minister Boris Johnson lauded U.K. health authorities for saving 
his life after he was hospitalized and put into intensive care with a coronavirus 
infection. He was discharged on April 12, after a week.

○ “For 48 hours,
things could
have gone
either way.”

○ Apple and 
Google unveiled a 
rare partnership 
to create a
Covid-19 contact-
tracing system for 
smartphones.

○ Turkey agreed to
temporarily release tens
of thousands of inmates
to reduce the risk of viral
outbreaks in prisons. Their
allotted time outside will
range from a little more
than a month to as long
as four years, depending
on time served and
other circumstances.

can’’ 
mp

a 

○ Flower wholesalers in the 
Netherlands destroyed 

140m
tulip stems because 
demand for fresh-cut 
flowers has collapsed 
around the world. � 52

Bank of America allocated 
$4.76 billion for loan losses, also 
the most since 2010.
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◼ AGENDA● The International
Monetary Fund predicted
global GDP will shrink

3%
this year, marking the worst
economic contraction
since the Great Depression
almost a century ago.

● China is considering
merging its two biggest
brokerage firms to
create a more formidable
counterweight to global
investment banks as
the country opens up
its financial markets,
according to people familiar
with the matter. A merger
between Citic and CSC
Financial would create an
investment bank valued at
$67 billion. That compares
with JPMorgan’s market
value of about $290 billion.

The sports network has suffered a
steep drop in prime-time viewers
as live sports have shut down. One
of its biggest stars, Stephen A.
Smith, reportedly earns $8 million to
$10 million a year.

● South Korean President
Moon Jae-in won in
parliamentary elections.
His government has
earned praise for its
proactive response to the
coronavirus pandemic,
which allowed for infection
rates to fall to their lowest
since February.

▶ The fourth
Global Solutions
Summit will
be held online
on April 20-21,
with keynote
speakers
including German
Finance Minister
Olaf Scholz.

▶ Boeing reports
earnings on
April 24. The U.S.
plane maker’s
fortunes since
the grounding
of the 737 Max
have worsened
considerably
with the global
grounding of
airline fleets.

▶ Brexit talks
between the U.K.
and Brussels are
set to resume on
April 20, though
only virtually.
Britain is keen
to avoid facing
another delay
to leaving the
European Union.

Thomas Gottstein, named CEO in February after his
predecessor was ousted, presides over his first set of
quarterly earnings on April 24. Investor focus will be on
possible provisions to survive the economic slowdown.

▶ A Tough Start at Credit Suisse

◼ IN BRIEF Bloomberg Businessweek April 20, 2020

● ESPN has
asked its highest-
earning on-air
personalities to
agree to a 15%
pay cut.

● Germans have long loved to save money. With the
pandemic demanding huge government outlays, that
frugal ethos is paying dividends.

● Legendary Formula 1 race driver 
Stirling Moss died on April 12 at the 
age of 90. Dubbed “the king who was 
never crowned,” he was one of the 
most successful drivers from 1951 to 
1961, winning 16 Grands Prix, though 
he never brought home the actual 
World Championship.

● LOT Polish Airlines 
abandoned a planned 
takeover of Condor in the 
midst of the coronavirus 
crisis. The German holiday 
carrier was put up for 
sale last year following 
the collapse of its former 
parent, travel company 
Thomas Cook.

Q3 2009 Q3 2019

140%

100 
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◼ REMARKS

How German 

Is 

Your Government?
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◼ REMARKS Bloomberg Businessweek April 20, 2020

Today’s political leaders, from Angela Merkel to Donald
Trump, are in rare agreement that the fight to defeat the novel
coronavirus is a challenge unique since 1945. “We are at war,”
is French President Emmanuel Macron’s refrain. In the U.S.,
Trump has proclaimed himself a “wartime president.”

Yet, as Winston Churchill discovered, it’s possible to win the
war and lose the peace. At the end of World War II, Britain sur-
prised the world by voting out Churchill—who’d led it through
the conflict—in favor of the opposition Labour Party and its
promise of a welfare state and a national health service. A
similar shift from traditional budgetary priorities—such as the
military—to dealing with basic health and welfare issues may
be in store for the governments of the world.

Even after the disease has peaked, governments will be con-
fronted with ravaged economies, a traumatized public, and
what promises to be an altered political landscape. It’s a soci-
etal change that will test existing models of government for
years to come. “Western economies will be set back by years,
and government spending constrained as a result,” says Tim
Huxley, executive director for Asia at the International Institute
for Strategic Studies. That raises the prospect of demands for
“a fundamental reexamination of governmental priorities and
a rethinking of what ‘security’ means.”

The Covid-19 crisis has marked the return of activist gov-
ernment in a way not seen in peacetime. But it’s also exposed
markedly different degrees of success in containing the virus,
with performance measured in numbers of hospital beds, not
aircraft carriers or gross domestic product.

Recriminations are already under way. In the U.K., even the
Conservative government’s media allies joined the criticism of
its U-turns during the outbreak, while the fragile coalition in
Madrid is under pressure for a response that saw Spain over-
take Italy as Europe’s epicenter. Japan waited until April 7 to
declare a state of emergency, then initially allowed some bars
and nightclubs to stay open. As the U.S. suffered more than
a quarter of global cases, Trump feuded with governors and
blamed the “very China-centric” World Health Organization
for being slow to react to the outbreak in Wuhan.

The U.S. spends more money on health care than any
country in the Organization for Economic Cooperation and
Development, in both dollar terms and as a share of GDP. But
it ranks second-to-last among the OECD’s 36 nations in cover-
age for its citizens; only Mexico’s is worse.

The British public applauded workers for the National
Health Service in the streets; an already infected Prime
Minister Boris Johnson joined in the clapping from Downing

Street. But what is a source of national pride suffers capacity
problems, and its staff is poorly paid. The government has been
accused of a chaotic response amid reports that frontline NHS
workers were denied virus tests and lacked protective equip-
ment. An appeal to British industry to produce ventilators for
the NHS drew more than 5,000 offers of help, but deliveries
remain weeks away.

Germany has fared better, relatively speaking, with a death
rate almost half that of the U.S. and more than three times
lower than in the U.K. This has been ascribed to widespread
testing for Covid-19. Britain’s government conceded that it is
falling well short of its testing targets.

According to Huxley at IISS, one possible outcome of the
crisis is that countries will face pressure to channel spending
away from defense and toward health and welfare. Whether
coincidence or not, Germany spends less on its military than
either Britain or the U.S. Trump’s aim to badger transatlan-
tic allies into raising their defense outlays, preferably by pur-
chasing American weapons, looks to be an early casualty. As
of 2019, just nine of NATO’s 29 members met the minimum
recommendation for 2% of GDP, with Spain and Italy among
the lowest-spending members. Since they are also among the
worst affected by the virus, finding more money for military
hardware will be untenable. Who knows? It may even prove
hard for a U.S. administration to maintain its current level of
spending—at 3.4% of economic output, an estimated $730 bil-
lion last year and the highest in NATO by far—when it strug-
gled to procure enough face masks for medical professionals.

Channeling more funds into health care will pose prob-
lems in countries such as Iran and Venezuela, where security
is anchored in a strong military backed up by police keeping
a lid on restless populations. In Iran, which suffered the high-
est death toll in the Middle East after the ruling clerics reacted
slowly, the government has said the pandemic could add 5 mil-
lion to the ranks of the unemployed. With a cratered economy
already hit by U.S. sanctions, that’s a recipe for social disorder.

Germany has been pushing for overseas development aid
to be included with traditional defense spending as a mea-
sure of national security. That argument might gain traction
as the virus spreads to Africa, which has yet to suffer the rav-
ages seen elsewhere. Oxfam International warns that the eco-
nomic hit from coronavirus could send half a billion people
into poverty worldwide. German Development Minister Gerd
Müller is urging fellow European Union members to mobi-
lize €1 billion ($1.1 billion) for a Covid-19 program to aid low-
income countries, arguing that Europe has a great interest in 
securing stability in North Africa and the Middle East, where 
the virus could cause “famine, outbreaks of violence, and even 
civil wars,” forcing refugees to flee toward Europe.

It seems remarkable now, but health made it onto the Group 
of 20 agenda only in 2017, at Germany’s behest. Similarly, when 
Merkel’s government begins its six-month term in rotation at 
the EU’s helm later this year, it is expected to focus the bloc’s 
agenda on dealing with the coronavirus. European leaders, 
who are in the process of negotiating the EU’s €1 trillion-plus 

● The pandemic may lead countries 
to change their priorities—perhaps 
taking cues from Angela Merkel 

● By Alan Crawford
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budget through 2027, are likely to face pressure to reorient it 
toward economic recovery, health care, and a greater empha-
sis on research and development.

European Commission President Ursula von der Leyen has 
already said the bloc will allocate money remaining in this 
year’s budget to an emergency fund to secure medical equip-
ment and scale up virus testing; she hinted at a shift in prior-
ities in the next seven-year spending plan. “Just as the world 
looks very different from the way it did just a few weeks ago—
so must our budget,” she said in an April 4 op-ed in several
European media outlets. Her grand plans for a more muscu-
lar commission with a greater global role has been derailed.
Says Daniel Hamilton, professor at the School of Advanced
International Studies at Johns Hopkins University, “This will
be the coronavirus commission for its tenure.”

A return to a more maternal government style does not
exclude invasive Big Brother practices. The virus has allowed
governments to assume wide-ranging powers to keep peo-
ple under control, and it may prove hard for relatively auto-
cratic leaders to relinquish them. In India, police beat people
in the street regarded as not observing strict lockdowns,
while China extended Communist Party control to monitor
citizens. In France, police drones patrolled the skies of Paris
and handed out fines for simply sitting on public benches. In
Germany, where sensibilities over state monitoring are more
pronounced due to its wartime experiences and oppression in
East Germany, the country’s strict data-privacy laws are out of
step with attempts to track the virus by smartphone app and
may need to be revisited.

For all the shared experience of the coronavirus, coun-
tries have opted to go their own way on isolation, allowing
some kind of economic activity, and reopening. Italian Prime
Minister Giuseppe Conte is one among many to warn that
insufficient solidarity among member states could spell the
demise of the EU. China, which produces 25% of the world’s
face masks, is making a diplomatic as well as humanitarian
point as it ships medical supplies to countries in need: It’s back,
as omnipresent as ever. The U.S., meanwhile, has been nota-
ble in its international absence—except when sparring with
Canada over the export of N95 face masks.

Gérard Araud, who served as France’s ambassador to the
U.S. until 2019, says this is the first time there has been a lack
of consultation between the U.S. and its allies when faced with
such a global challenge. The coronavirus has further exposed
the gulf between Europe and the U.S. under Trump and under-
lined the atomization of international cooperation. “This crisis
is really confirming there’s no West. There’s no transatlantic
community,” he says. “In a sense, it is defining the crisis as a
moment of every country for itself.”

In the U.S., there was no national lockdown; that decision
was left to the states. A University of Washington study found
that Republican governors were slower to implement social dis-
tancing restrictions than Democratic ones, with implications
for the spread. All holdout states were Republican. Trump’s
divisive remarks have challenged the relationship between the

federal government and the states, but that’s not unique to 
the U.S. According to a report by the German Marshall Fund, 
relations between Turkey’s central government in Ankara and 
the municipalities—many opposition-controlled—have gone 
from cooperation to confrontation. In centralized France, by 
contrast, the crisis strengthened Macron’s government. In 
Germany, Merkel’s frank address to the nation helped direct 
the overall response to a public health crisis that would nor-
mally have fallen to the states.

The epidemic’s focus in Italy’s wealthier, more autonomy-
minded north helped bridge a traditional divide with the south, 
spurring calls to return health policy to Rome, says German 
Marshall Fund fellow Dario Cristiani. Problems coordinating 
between Rome and the regions, as well as public opinion, “will 
be the drivers of a likely change in Italy, shifting the balance 
between regional and central government in favor of the lat-
ter,” Cristiani says.

The most immediate challenge for everyone is to chan-
nel aid to businesses and keep the economy afloat, then kick-
start recovery once the pandemic passes. Economists such as 
Erik Nielsen of UniCredit say they’ve been impressed by gov-
ernment determination to shield populations as far as pos-
sible with “eye-watering fiscal policy initiatives.” Beyond the 
big numbers, though, success in funneling the money to its 
intended targets has been uneven. In the U.K., a survey by the 
British Chambers of Commerce published on April 8 found that 
just 1% of businesses had managed to access the government’s 
emergency coronavirus loan program.

With projections of economic contractions in some coun-
tries reaching 25% or more, entire systems of economic gov-
ernance are likely to be questioned—and not just by the 
likes of what Trump calls ‘far-left Democrats’ such as U.S. 
Representative Alexandria Ocasio-Cortez. Free-market econ-
omies are often hailed for a flexibility that spurs innovation 
and allows easy hiring and firing. But what are regarded as 
assets in normal circumstances look like liabilities at a time of 
mass job losses. Germany, for example, leans on its own style 
of capitalism, known as the social market economy, a system 
in which, unlike the free-market traditions of the U.S. or the 
U.K., government is seen as a natural partner in economic suc-
cess. It’s credited with fueling Germany’s postwar economic 
miracle and with enabling the country to bounce back from 
the financial crisis of 2008.

Almost a million Britons claimed universal credit wel-
fare payments in the U.K. in just two weeks. In the U.S. some 
16.8 million workers signed on for unemployment benefits in 
the past three weeks. The German government dusted off a 
safety net known as Kurzarbeit, which encourages companies 
to furlough workers at the state’s expense, rather than sack 
them. A record 470,000 companies applied in March. Approval 
came from an unlikely source: Fox News host Tucker Carlson 
spoke in favor of adapting a version in the U.S.

Imagine that: The legacy of the coronavirus could be a 
German-style social market economy in Trump’s America. <BW> 
�With David Wainer
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After more than two months of being confined to
their homes, most of Wuhan’s 11 million residents
are now free to venture out, with infections dwin-
dling from thousands of new cases a day in mid-
February to just a handful a week. But for restaurant
owner Xiong Fei, the end of the lockdown in the
Chinese city where the coronavirus pandemic began
hasn’t brought relief, just a new set of challenges.

While factories around Wuhan are working
around the clock to get back up to speed, the recov-
ery of consumer-focused businesses such as Xiong’s
won’t be so straightforward. Although people are
cautiously taking to the streets again, they remain
subject to curbs on their movements aimed at keep-
ing the virus at bay. Residents are encouraged to
stay home and still must have their temperatures
checked before entering any building. In other

words, it’s far from business as usual, stoking fears
among small businesspeople like Xiong that the
lockdown has changed customers’ behavior, maybe
for good. “People in the past dined out with their
colleagues in their lunch hour, now they’re all get-
ting lunchboxes,” he says, sitting in a booth at an
empty Sichuan restaurant he operates. “They’re
more likely to cook at home than go out.”

Of the 10 restaurants Xiong’s company,
Bainianfeng Catering Management Co., operated
before the outbreak, none have reopened for din-
ing in. And while three have resumed making food
deliveries, Xiong has already decided to shutter
three other locations for good because he expects
fewer customers. Now the 40-year-old entrepre-
neur and his business partners are trying to decide
what to do long term. Half of Bainianfeng’s restau-
rants were hotpot joints, where groups of diners
cook raw meat and vegetables in communal pots of
boiling broth—the sort of places customers now are 
likely to avoid. “There will be a significant down-
turn in consumption,” Xiong says, predicting the 
city’s hospitality scene will see a shakeout. 

● A restaurateur struggles 
to reopen in a city where 
consumer habits have changed

Wuhan’s Life After Lockdown 
Isn’t Business as Usual
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THE BOTTOM LINE Millions of residents of Wuhan are again able
to venture from their homes. But small businesses fret that the
lockdown may have altered consumer behavior permanently.

Xiong’s experience provides a window into
the uncertain future facing small-business own-
ers around the globe as they contemplate life after
lockdowns. While many hope to pick up where they
left off, Wuhan’s cautious emergence shows it likely
won’t be that easy. The city, once a bustling hub for
steel and auto manufacturing, remains gripped by
fear of reinfection. Companies are testing employees
before they’re allowed back to work and disinfecting
their premises daily. If a customer or worker gets the
virus, businesses typically have to shut down again
for weeks of quarantine—something even the most
painstakingly prepared business plan can’t predict.

It’s a cycle of stress and worry that hasn’t let
up for Xiong since Jan. 23, when his phone started
buzzing at 2 a.m. with the news: Wuhan would be
locked down in eight hours to contain the deadly
virus. While 5 million people left before the city
was cut off at 10 a.m., Xiong and his family never
considered doing so. He’s from Wuhan, and the
very existence of his business was at risk. “I knew
restaurants would be the most heavily affected,” he
says. “I also worried about our workers’ health.”

Most of Xiong’s restaurants had already been
closed before the lockdown, as rumors about the
mysterious pneumonia that would go on to kill
more than 2,500 people in Wuhan had been circu-
lating since late December. It was a painful decision
that saw his company basically write off 1 million
yuan ($142,000) worth of fresh food.

As the quarantine began, Bainianfeng, like
restaurateurs from New York to Sydney, sought ref-
uge in meal deliveries. But Wuhan had turned into
a ghost town overnight, and Xiong had to figure out
how to source and transport ingredients that grew
more expensive as supplies ran low. Meanwhile,
his staff—greatly reduced because most were too 

scared to report to work or restricted from leav-
ing their housing compounds—spent much of their 
time sanitizing the kitchen of the one restaurant he 
managed to keep open during lockdown. 

Before the outbreak, people would stand in line 
for 40 minutes on weekends to get a seat at Xiong’s 
more popular spots. But under lockdown, he was 
lucky to get 20% of the orders he used to receive via 
delivery apps such as Alibaba Group Holding Ltd.’s 
Ele.me and Meituan Dianping, another backed 
by Tencent Holdings Ltd. To draw more diners, 
Xiong’s three operating restaurants are offering to 
deliver food to any location in the huge city, even 
if it takes hours. The online platforms take 20% of 
sales, but “we don’t dare to increase our prices 
because people will complain,” Xiong says.

Xiong was already under pressure from rents 
that have doubled over the past five years, reduc-
ing his profit last year by 3 million yuan. This year 
he expects to lose 2 million more because of the 
shutdown. The total operating cost for all of Xiong’s 
restaurants is about 50,000 yuan a day, he says, of 
which about 23,000 yuan is rent. He’s had to let at 
least 40 employees go.

Xiong is trying new ways to keep his business 
afloat. Betting the trend to order in will continue, 
he’s begun importing high-tech food packaging 
machines from Taiwan to sell to other restaurants. 
He’s also trying to start a livestreaming channel fea-
turing his cousin—a former model—cooking in one 
of the restaurants and eating the food. “There defi-
nitely will be restaurants sifted out,” he says. “The 
market just follows natural selection, and only the 
fittest will survive.” �Sharon Chen and Claire Che

◀ One of Xiong’s 
empty restaurants
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More than a year ago, the U.S. asked its allies to
ban equipment manufactured by China’s Huawei
Technologies Co. because of American concerns
about its ties to the Chinese Communist Party. But
European governments are still pushing back, say-
ing there’s a safe way to work with the world’s big-
gest communications equipment supplier.

Italy and Germany are reinforcing security
testing and approvals for new equipment to allay
fears that Beijing could use Huawei systems for
intellectual-property theft, spying, or sabotage.
But neither country has banned Huawei gear, nor
has France. And the U.K. has taken a different tack,
effectively capping the Shenzhen-based vendor’s
market share and excluding it from the most sensi-
tive parts of its national mobile networks.

No one, however, has yet figured out what to do
about Huawei’s role in the patchwork of smaller pri-
vate communication networks that underpin every-
thing from oilfields and airports to sea terminals and
municipal governments, or how best to protect crit-
ical operations run over national networks. Britain’s
emergency services network, run by BT Group Plc,
is set to rely on antennas from Huawei, as well as
those from Finland’s Nokia Oyj, to connect police,
health, and fire services. 

Many owners of these services want to keep
Huawei—which has consistently denied its equip-
ment poses a security risk—as a supplier when they
upgrade to 5G, the next generation of wireless com-
munications. But a lack of concrete guidance has
left them wondering whether they’ll need to rip
out Huawei gear later if they move ahead. “There
are a series of subnetworks in this country which
are clearly critical, but which I’m not sure we have
treated with the seriousness that they deserve,”
says Bob Seely, one of a group of lawmakers from
the U.K.’s governing Conservative Party trying to
persuade Prime Minister Boris Johnson to exclude
Huawei from 5G. “It seems to me common sense

that you would not have a high-risk vendor in a crit-
ical emergency services network.”

Yet for the bulk of its wireless networks, Europe’s 
only practicable alternatives to Huawei are Sweden’s 
Ericsson AB and Nokia. So removing the Chinese 
company—the biggest player in the market—could 
create a potentially dangerous duopoly. A decade-
long research and marketing effort has made Huawei 
the region’s most critical provider of antennas, 
switches, fiber optics, and network splicing sys-
tems. Deutsche Telekom AG officials have warned 
that banning Huawei from 5G could delay network 
rollouts by at least two years. Europe already lags 
China, South Korea, and the U.S. in 5G investment, 
after leading the way with some earlier mobile 
technologies.

A “toolbox” published by the European Union
to help member states deal with security risks in
5G networks highlights the wireless technology’s 
increased importance in infrastructure, but it defers 
policymaking to individual nations. U.K. official 

guidelines published in January say “high-risk” sup-
pliers (a term the government has used to describe 
Huawei and Chinese rival ZTE Corp.) should be 
excluded from “safety related and safety critical net-
works in critical national infrastructure.”

Nonetheless, Huawei’s gear is already deeply 
entrenched in communications systems across the 
U.K. The company helped set up IT infrastructure 
for a National Health Service division in Wiltshire. 
Its antennas are used to control trucks and cranes 
taking containers off ships at Britain’s largest con-
tainer port at Felixstowe. And Heathrow Airport in 
London, Europe’s busiest, uses Huawei gear to emit 
and receive controls for such vehicles as trucks 

▲ Best known for its 
handsets, Huawei is also 
a huge player in telecom 
network gear
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● Is the popularity of the Chinese company’s 
gear in private 5G networks a security threat?

A Very 
Private Risk 
With Huawei
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○ The region’s premier discount carrier may have to lower its ambitions

The Virus Clips

In 2001, when Malaysian entrepreneur Tony
Fernandes introduced Asia’s first low-cost airline,
AirAsia, by purchasing a failing two-plane carrier
for less than $1, it was the perfect time and place.
The region’s economic ascent was raising millions
of families each year into a new middle class that
was eager to travel. Governments from Malaysia to
China were building modern international terminals
and more runways and often welcomed upstarts to
help draw business travelers and tourists. And in
most of Southeast Asia—a group of 11 countries with
25,000 islands spread over an area larger than North

THE BOTTOM LINE Operators of private networks like gear made
by China’s Huawei. But uncertainty over some government efforts 
to discourage its use could slow the rollout of 5G in Europe.

and snowplows, as well as for its communications.
Huawei equipment is equally ubiquitous on the

Continent. The company won a big contract to pro-
vide communications for offshore drilling plat-
forms and tankers in Norway’s oilfields. Its client is
Tampnet AS, which leases broadband services to oil
giants such as the U.K.-Dutch energy company Royal
Dutch Shell Plc. Huawei’s “Smart City” IT infrastruc-
ture underpins municipal and emergency services
systems in the Madrid suburb of Rivas-Vaciamadrid,
such as building entry.

That established footprint has positioned Huawei
to be a major player in 5G as companies worldwide
are set to unlock as much as $4.3 trillion in value
from 5G enterprise networks in coming years,
according to KPMG. And it’s jostling aggressively
with Nokia and Ericsson to supply gear in systems
to do everything from inspecting jet engines in vir-
tual reality to monitoring the vital signs of thousands
of medical patients in real time.

“For the companies making these huge capital
investments, the obvious choice is Huawei, given
their flexibility and their highly competitive pricing,”
says Ben Wood, an analyst at CCS Insight. “Should
it emerge that they can’t use Huawei infrastructure,
that may well set back some of these initiatives
in places like ports and airports.” That’s because 

America—air travel was the easiest and often the only 
way to get around.

Other entrepreneurs followed, and by 2018 low-
cost airlines had half of the region’s rapidly expand-
ing market. Before the coronavirus pandemic, 
AirAsia was serving 159 cities, and the International 
Air Transport Association estimated the number of 
passengers in the Asia-Pacific region for all carriers 
would more than double by 2037, to 3.9 billion. 

But Fernandes and other low-fare high flyers 
were slammed in January when air travel was 
recognized as a prime conduit for spreading the 

� Huawei’s share of the
U.K. telecom market,
by sector
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Mobile access

Mobile core
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Huawei has spent a decade seeking an edge in indus-
trial networks that can ping data among vehicles, 
robots, sensors, and cameras at lightning speed, 
driving new applications such as smart factories and 
driverless cars. For one potential customer, German 
engineering giant Robert Bosch, a blanket ban on 
one supplier could push up the cost of private net-
works and slow progress toward industrial 5G, says 
spokeswoman Rianne Ojeh.

Meanwhile, Britain’s hazy guidance about “high-
risk” suppliers has prolonged confusion among 
operators of private communication systems. 
Three UK, the CK Hutchison Holdings Co. unit that 
runs the Felixstowe and Heathrow networks, doesn’t 
know what role Huawei will be allowed to play in 
its future system infrastructure, says Dave Dyson, 
until recently the division’s chief executive officer. 
Huawei’s use in private networks is “one of the out-
standing questions that we’ve still got,” he says. A 
company spokeswoman adds: “Further conversa-
tions with Britain’s National Cyber Security Centre 
have provided more clarity, and conversations are 
ongoing.” —Thomas Seal, with Helene Fouquet, Kitty 
Donaldson, and Patrick Donahue
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deadly disease. With 96% of its planes grounded,
the aviation empire Fernandes built is hemor-
rhaging cash. AirAsia’s woes—especially at its
loss-ridden AirAsia  X arm, which flies longer 
routes—are also casting a shadow over European 
plane maker Airbus  SE. AirAsia  X has about 
$23 billion in orders for the planemaker’s new, 
fuel-saving A330neo widebody jet, making it the 
aircraft’s largest customer. “AirAsia brought a 
major change in the aviation industry in Asia,” 
says Shukor Yusof, founder of aviation consultant 
Endau Analysis in Malaysia. That’s under review, 
he says, “because the way people fly will change 
after the virus is contained. The days of crazy, 
expensive expansions are over.”

For airlines worldwide, which IATA expects to
lose $314 billion in passenger revenue this year, the
immediate priority is money. Budget carriers typi-
cally take on mountains of debt to buy planes before
they even begin flying. With those aircraft idled, and
thousands of customers seeking refunds for can-
celed flights, raising capital has become key. AirAsia
may be burning about 527 million ringgit ($122 mil-
lion) in cash per month in fixed operating costs,
financing costs, and fuel hedging losses, according
to Raymond Yap, an analyst at CIMB Group Holdings
Bhd. He estimates the carrier has enough cash to pay
its fixed costs for less than five months. “Although
AirAsia is not government owned,” he wrote in an
April 6 report, “we believe that the Malaysian gov-
ernment will not allow AirAsia to fail, as it will hurt
Malaysia’s economy.”

In an April 2 interview on Bloomberg Television,
Fernandes said AirAsia was working with the gov-
ernment to obtain a loan but has enough cash to
last most of this year. He also said the company
hopes to restart ticket sales in mid-April. To raise
cash, AirAsia ran a promotion in February offer-
ing Malaysia-based customers unlimited flights to
all AirAsia X destinations in Australia, China, India,
Japan, and South Korea for a year for 499 ringgit.

Rivals are also seeking funds to weather the
storm. Singapore Airlines Ltd., whose budget unit
Scoot competes directly with AirAsia, last month
said it would raise about S$8.8 billion ($6.2 billion) by
selling new shares and convertible bonds. And South
Korea is considering an emergency loan program
worth 300 billion won ($246 million) and deferrals of
airport fees for its virus-slammed discount carriers.

Shukor warns that the recovery will be slow
and that companies with access to funds have the
best chance of survival. Prominent victims of any
industry shakeout could be long-haul low-cost car-
riers such as AirAsia X. Low-cost carriers depend on
higher asset utilization to differentiate them from

▼ Airbus A330neo 
order book as of 
March 31

AirAsia X 78

Delta Air Lines 35

Iran Air 28

Other
178

THE BOTTOM LINE The coronavirus has grounded 96% of
AirAsia’s planes. That could also be bad news for Airbus, which has 
orders for more than 460 jets from the discount carrier.

competitors, says Rob Morris, the global head of 
consulting at Cirium’s Ascend aviation unit. That’s 
easier to do on short hops by simply increasing the 
number of flights a plane operates in a single day, 
but it’s harder for long-distance runs that last many 
more hours. “I don’t think that is feasible for long-
haul,” he says. “Utilization is the same [as on full-fare 
carriers], and there is no cost advantage.”

AirAsia is weighing options for its long-haul 
unit, including attracting an investor to shore up 
its finances, people familiar with the matter said 
last month. Other possibilities include seeking 
support from Malaysia’s sovereign wealth fund, 
integrating AirAsia X into the parent group, or 
shutting the division altogether. That would be a
major blow for Airbus and the A330neo, a more
fuel-efficient variant of its popular long-haul wide-
body, designed to compete with the Boeing 787. 
AirAsia has more than 460 of the European man-
ufacturer’s planes on order.

Fernandes told Bloomberg Television that
Airbus remains “very much our partner.” Still,
the coronavirus-induced implosion in traffic—
especially on long-haul routes where the competi-
tion was already tough—has made the neo deal look 
increasingly unrealistic. AirAsia X announced in late 
February it will defer deliveries for 78 A330neos, 
without saying how long the delay would last.

“It’s hard to be talking about new aircraft right 
now when demand is what it is,” Fernandes said 
this month, noting that he doesn’t plan to switch 
to another aircraft. “I don’t think growth will come 
back for a while, so I don’t see many airlines tak-
ing new planes.” �Kyunghee Park, with Siddharth 
Philip, Will Davies, Yvonne Man, and Haslinda Amin
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CEO Fernandes
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The latest in Nintendo’s video 
game series has revived the 

company’s Switch

In the past three weeks, millions of people locked
up at home and tired of scanni
lines have sought solace in a
lated by pastel cartoon anim
island dotted with sparkling w
perky palm trees, the video ga
Crossing: New Horizons has
a haven where real people
ning weddings, rebuilding th
lives, and even staging pro-d
demonstrations. The latest it
the Nintendo Co. franchise co
come at a better time—for th
socially distant people or for th
game maker.

One of the biggest hits of
era was originally scheduled to
in 2019, before the Covid-19 d
d t t d B t the game was d

pers could imp
oncern about ho
g Switch conso
of major hardw
ft Corp. and Sony Corp. And as the

out in China, forcing factories to
onths, production bottlenecks threat-
mit supply of the console, sending 

shares in mid-March to their lowest 
most a year.
but of Animal Crossing: New Horizons
20, as much of the world huddled in 

quarantine, quieted any doubts about Nintendo’s 
prospects, breaking Switch sales records and 
 turbocharging demand to the point of causing a 

global supply shortage. Nintendo’s major challenge 
now is figuring out how to deliver a Switch to every 
person who wants one. “The game is the perfect fit 
for people today, because you can spend unlimited 
hours in the warm and gentle world,” Morningstar 
Research analyst Kazunori Ito says. “I have never 
seen so many people sharing so many screenshots 
of a single game on social networking sites.”

Animal Crossing: New Horizons sold more pack-
aged copies in Japan in its first three days, 1.88 mil-
lion, than such legendary Nintendo franchises as 
Super Smash Bros. accomplished in their first two 
weeks, according to game magazine Famitsu. Since 
its release, New Horizons has surpassed 3 million in 
domestic sales, a figure that understates its popu-
larity, since it doesn’t include digital downloads. 
It’s also exploded on smartphones, with average 
daily installs of the game’s app version, Animal 
Crossing: Pocket Camp, since the release of New 
Horizons growing almost sevenfold from the 
average for the preceding 30 days, according to 
Sensor Tower.

l report  earnings on 
st its conservative esti-
console sales in the fis-

ch 31. The $300 Switch 
00 Switch Lite, a hand-
on that doesn’t connect 
gether sold more than 
nits in Japan the week 
zons became available 
00 the following week. 
arket accounts for 20% 
total Switch revenue, 
e company.
y video games are surg-
these days, but Animal 

ily-friendly appeal—a 
ross Nintendo’s fran-
g it an advantage. New 
h iteration of the Animal 
life simulation game, 
sed in 2001. In the cur-
an uninhabited island 

where they have a choice of real-life activities, rang-
ing from fishing to gardening to arranging mort-
gages. To be social, people can hop to neighboring 
islands and see what their friends are creating.

Nintendo developers are allowed as much time 
as they need to be satisfied with the quality of 
the game before its release, according to a com-
pany programmer, who asked not to be
identified because he’s not authorized
to comment publicly. The additional
time given to improve New Horizons

Animal 
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THE BOTTOM LINE It seems cute little pastel animals on a
tropical island are just what the world needed now. Nintendo’s
challenge is keeping up with demand.

accidentally landed it right in the middle of wide-
spread lockdowns and shelter-at-home orders as
the world grappled to rein in the spread of the
novel coronavirus. For many, the experience of the
pandemic and the escapism the game has provided
will be indelibly linked. “No other games have such
an overwhelming sales momentum, and it’s clear
the franchise is getting a lot of new fans due to the
world’s fight against coronavirus,” says Famitsu’s
head of research, Mitsunobu Uwatoko. “Nintendo

ould have sold more Switch units if it
had enough inventory.”

Now three years old, the Switch
console is selling faster than when it

unched, causing logistical headaches
or Nintendo. Most Switch production in

the past couple of months has come from
Vietnam, with Nintendo’s production partner

in China, Hon Hai Precision Industry Co., priori-
tizing Apple Inc. iPhones while restarting factories
after coronavirus shutdowns. A Nintendo spokes-
man says China’s production capacity remains
“limited.” The company had to limit domestic ship-
ments to fulfill existing preorders in the second
week of April. The Switch is sold out at major retail-
ers in Japan, the U.S., and many European coun-
tries. New Horizons reportedly has been removed 
for sale in China after some players in Hong Kong 
used the game to stage pro-democracy protests.

For the lucky ones who’ve managed to get
their hands on the device, life in New Horizons
is pretty good, if not with
lenges. Masahiro Sekiguc
38-year-old product plan
at a startup in Tokyo, say
he decided to try Anim
Crossing for the first time
company asked employ
from home. He now spen
hours in the game every
his 6-year-old daughter,
design furniture and cloth

“Some colleagues use Zoom’s video chat ap
to play the game together, and I have set up a
dedicated thread in the company social net-
work to ask basics,” Sekiguchi says. “They told
me I should hit rocks with a shovel to get iron
stones, because it seems the resource is impor
ant but supply is limited.” —Takashi Mochizuk
Yuki Furukawa, and Debby Wu

Lee Dong-hoon couldn’t take any more of the 
bloody masks. This was January, early in the 
coronavirus’s sweep through South Korea, and mis-
information, including rumors about contaminated 
businesses and phony photos of masks supposedly 

id-19 victims, seemed to be everywhere on 
dia. The Korea Centers for Disease Control 

vention was releasing detailed situation 
but they were much tougher to decipher 
ce than a scary Facebook post. So Lee, an 
ring student at Kyung Hee University in 
reated a website he hoped could act as a 
weight. 
in a day the self-taught coder set up 
ap.site, which tracked the spread of infec-

he next day 2.4 million people visited after 

Citizen Coders
Are Stepping Up
○ White-hat hackers, web developers, and students are taking the 
initiative to index coronavirus cases and build day-to-day tools
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THE BOTTOM LINE While the U.S. government is relying on tech
companies to deliver information about coronavirus infections,
countries in Asia seem to have had better luck with volunteers.

a link he posted on Facebook went viral. Soon
after, Lee enlisted 20 fellow students to help him
upload the locations of infected people disclosed
on government websites. The site has remained one
of South Korea’s leading sources for accurate tallies
of confirmed infections and places where infected
people have circulated. “I hope we have zero infec-
tions soon so that everyone’s life can get back to
normal,” Lee says. “Then I will close my website.”

Apple Inc. and Google are developing software
to alert smartphone users when they come in con-
tact with someone who’s tested positive for Covid-
19, but in South Korea, Taiwan, and other places,
coders such as Lee have stepped up to help keep
people informed. Some are professional web devel-
opers; others fancy themselves white-hat ( good-
guy) hackers or civic hackers who engage directly
with their governments. Although Asian countries
aren’t unique in this regard—see ncov2019.live, cre-
ated by U.S. high school student Avi Schiffman, or
a list of privacy guidelines by the Chaos Computer
Club, Germany’s civic-hacking collective—volunteer
programming seems to have helped flatten the curve
and save lives. Soon after Lee’s website went up,
he was asked to come explain it to South Korean
President Moon Jae-in.

In Taiwan the government has helped coordinate
civic-hacking efforts. In February, after an engineer
created an app that maps which stores have masks
for sale near the user, its popularity quickly threat-
ened to overwhelm him. Taiwan’s digital minister,
Audrey Tang, asked Google to waive the engineer’s
cloud-hosting fees and provide a team to keep the
app stable, according to local news reports. Google
didn’t respond to requests for comment.

Tang, a civic hacker before joining the cabinet in
2016, created her government’s infection-location
map and mobilized volunteers to help coordinate
the database with local pharmacists in real time.
“It not only improves the efficiency in allocation
but also just calms everybody down, because peo-
ple know there’s more masks coming,” Tang said
during a visit to Washington, D.C., last month.
Taiwan had previously managed to wrangle a hand-
ful of volunteers to work on individual projects, but
hundreds pitched in to help fight Covid-19’s spread.
“This is indeed the first time that so many citizen
hacker community developers have developed
hundreds of applications for a single issue,” Finjon
Kiang, a software developer in Tainan, wrote on an
information-sharing site for hackers.

Japan has enlisted community developers,
including high school kids, to help create a multi-
lingual website for metro Tokyo and another for
the whole country. “I was very surprised how the 

local community has strong motivation to help the 
government,” Hal Seki, founder of Code for Japan, 
a civic tech group, said on a recent call with about 
two dozen civic hackers from around Asia. Kenji 
Hiramoto, a senior Japanese official, says such coop-
eration was a first for Tokyo, and working with the 
civic tech community made development faster than 
it would have been with Japanese companies.

Some volunteers say their work is also aimed at 
ensuring their governments remain transparent and 
protect citizens’ privacy. Kevin Chu, a 20-year-old in
Singapore who codes in his spare time, says curios-
ity led him to take apart the government-designed 
TraceTogether app after it launched last month. 
Singapore’s Government Technology Agency had 
assured the public that the app, which records 
and relays users’ location data, was voluntary and 
would strictly limit who could use the findings. Yet
Chu found references to a government data collec-
tion agency embedded in lines of code. He published 

his findings about the potential privacy flaw online,
then contacted the developers, who he says updated
the app to remove it. “I like to find out how things
work,” he told Bloomberg Businessweek via email.
“Individual efforts can be important in verifying
claims that an app developer has put forward.”

That’s harder in authoritarian countries such as
China, where officials are less inclined to pay atten-
tion to white-hat hackers like South Korea’s Lee 
Doo-hee. He’s leading a team of student coders to 
develop a mask inventory website. Government offi-
cials offered to provide the data, but Lee is paying for 
cloud hosting. “Civic hacking can make the govern-
ment change,” says Lee, who notes that it became an 
important outlet in a country with a history of street 
protests.” �Sheridan Prasso and Sohee Kim

“I hope we have 
zero infections 
soon so that 
everyone’s life 
can get back to 
normal”
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● After years playing defense, Zuckerberg uses
lessons from past scandals to take a stand

A Pandemic Made  
For  Facebook  

For the past two years, Facebook Inc. and Chief
Executive Officer Mark Zuckerberg were the pub-
lic face of the “techlash,” a feeling among some in
the general population and in government that tech
companies were too big and occasionally damag-
ing to society. Zuckerberg stayed on the defensive,
apologizing to Congress for Facebook’s leaking of
private data on millions of users and vowing to do
a better job of rooting out misinformation and pro-
tecting elections from foreign meddling.

Then came Covid-19. And Facebook was sud-
denly no longer tripping over its mistakes—it was
on the offense, using lessons learned from past fail-
ures. After being heavily criticized for Russian inter-
ference in the last presidential campaign and the
Cambridge Analytica data scandal, Facebook moved
quickly to get its teams preparing for bad things that
could happen, instead of waiting for the media to
dig them up. They expected to find a challenge sim-
ilar to Russian election interference. Instead, they
face a worldwide public-health disaster. 

The virus and its associated lockdowns have
made Facebook’s products  necessary societal
infrastructure for its 2.89 billion users trying to
communicate and learn how to protect themselves
while at home. The company news feed prompts
once used to assuage privacy concerns now broad-
cast health and safety information from the World
Health Organization and Centers for Disease
Control and Prevention. Product engineers have
quickly reorganized into new teams to better sup-
port services under more pressure amid record
usage, such as live video. 

As a result, Zuckerberg has become one of the
most visible CEOs of the coronavirus outbreak,
giving him a chance to change the conversation
about Facebook. The 35-year-old co-founder has
long sought to play a bigger role in solving the
world’s problems, prompting a headline-grabbing
national tour in 2017 that raised suspicions of
political ambitions.

While Zuckerberg has often come off as super-
cilious or aloof, such as in lengthy congres-
sional hearings or an appearance at Georgetown
University this year to defend free speech, people

are tuning in to hear what he has to say. He’s used 
Facebook to livestream interviews with California 
Governor Gavin Newsom and Anthony Fauci, 
head of the CDC, with his wife, Priscilla Chan—a 
pediatrician and head of the Chan-Zuckerberg
Initiative—at his side.

The Chan-Zuckerberg Initiative, the couple’s 
philanthropic investment organization, has given 
Facebook a front-line look at the unfolding pan-
demic. Zuckerberg was getting early warnings
from the health experts he’d hired for the initiative, 
including Joe Derisi, a professor of biochemistry 
and biophysics at the University of California at San 
Francisco, and Tom Frieden, a former CDC director.

In late January, based on their advice, Zuckerberg
told Facebook’s senior leaders to prepare for
Covid-19 to change the way they do business. “He
was very cleareyed about what this all meant, well
ahead of what anybody within Facebook—and what
folks other than the real expert epidemiologists—
thought,” says Nick Clegg, vice president for public
affairs. “Like many other people in the room, I was
thinking, Is this real, is it really going to be that dra-
matic? Is society going to slow down that abruptly?”

At the end of February, Zuckerberg received an
email from Frieden saying the virus hadn’t been
contained, confirming everyone’s worst fears.
Zuckerberg called for a meeting with senior leader-
ship to start putting plans into action, then wrote a
long memo for the whole company in early March.
He detailed how the novel coronavirus was likely to
affect all aspects of operations, from small adver-
tisers that would go out of business to the strain on
Facebook’s infrastructure, as well as how the com-
pany needed to reorient itself around supporting
the virus response. Employees rallied around their
leader, with attendance at his weekly staff meetings
at record levels, according to the company.

Zuckerberg has sometimes faced criticism for
his ironclad control of Facebook, though he’s
backed by his board, which feels the co-founder
is best placed to make tough decisions, espe-
cially in uncertain times. Covid-19 may present
the clearest example of Zuckerberg’s leadership
under pressure since he refused to sell Facebook
to Yahoo Inc. for $1 billion in 2006. Still, it will
take more than a bravura performance in a cri-
sis to overcome the mistrust generated by past
behavior. Facebook’s ability to do good in crisis
comes from its massive size—but growing that big
involved missteps and blind spots that will remain
after a pandemic. �Sarah Frier

THE BOTTOM LINE   After years as the face of the “techlash,” 
Zuckerberg has been given an opportunity to change the 
conversation about Facebook.

● Facebook users 
worldwide, as of the 
fourth quarter
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Is this a bear market or a bull market? It’s a strange
question to ask just weeks after a 34% decline in
the S&P, but here we are. The surge in the S&P 500
from its low on March 23 exceeded the 20% thresh-
old many say defines the start of a bull market,
even if the record high on Feb. 19 remains a distant
memory. Like everyone stuck at home for the past

Edited by 
Pat Regnier

few weeks lamenting that they aren’t sure what day 
it is, investors are finding the Covid-19 pandemic 
disorienting. No one seems 100% sure what type 
of market environment this is.

Bear markets are famous for including stun-
ning rallies that turn out to be short-lived. The 
financial crisis had a few such upswings, including 

Don’t Stop Worrying
The S&P 500 has climbed up from the bottom,  

but a scary earnings season looms
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a 24% surge from late November 2008 to early
January 2009, before the final low was set in March.
Underpinning the current confusion is an unprec-
edented series of interventions from the Federal
Reserve, combined with a still-fuzzy picture of just
how long the virus will wreak havoc on the econ-
omy and corporate profits. The picture may begin
to clear as companies start reporting results for the
first quarter and offering guidance about what to
expect for the rest of the year.

That can’t come soon enough, considering how
starved of forward-looking data Wall Street is after
so many companies have withdrawn their fore-
casts. A buzzsaw is headed toward corporate profits
this year, but the extent of the damage is still a bit of 
a guess. Imagine you owned a representative slice 
of the S&P 500, worth $2,846 based on the index’s 
level of about 2,846 on April 14. The high estimate 
among Wall Street strategists tracked by Bloomberg 
for your 2020 full-year earnings per share is $170, 
while the low is $110. That’s a spread of $60 a share. 
In early December, the difference between the high 
and low forecasts was $16.

Those strategists are focused on overall S&P 
profits. Looking at estimates based instead on ana-
lysts’ forecasts for individual companies, it’s hard 
to argue that a sustained rally is under way. Profits 
at S&P 500 companies are estimated to have shrunk 
11% in the first quarter, led by a 51% plunge in 
energy company earnings and 31% drops for each 
of the consumer discretionary and industrial sec-
tors. The second quarter is expected to be even 
worse, with an estimated 22% decline in S&P 500 
earnings, followed by decreases of almost 10% in 
the third quarter and 1.2% in the fourth.

So what explains the recent buying? The bulls’ 
case boils down to that simple, time-tested Wall 
Street rule: Don’t fight the Fed. And this time, don’t 
fight Congress, either. The central bank is basically 
writing blank checks to shore up the fixed-income 
markets, which could otherwise drag the stock 
market into the dirt with them, and lawmakers are 
spending trillions of dollars to mitigate the dam-
age caused by shutting down vast swaths of the 
economy to slow the spread of the virus. Whether
those trillions will be enough is a matter for further
debate, but investors think Congress is at least mov-
ing in the right direction.

“The combination of unprecedented policy sup-
port and a flattening viral curve have dramatically
reduced downside risk for the U.S. economy and
financial markets and lifted the S&P 500 out of bear
market territory,” Goldman Sachs strategists, led
by David Kostin, wrote to clients on April 13. “If the
U.S. does not experience a second surge in infections

after the economy reopens, the ‘do whatever it 
takes’ stance of policymakers means the equity mar-
ket is unlikely to make new lows.”

That “if” about infections is a big one, of course. 
And there are a lot of questions about just how 
many cylinders the economy will be firing on 
when it does reopen. How long will it take for con-
sumers to feel comfortable crowding into restau-
rants, movie theaters, and amusement parks, or 
getting onto airplanes to visit tourist spots? How 
long until they’re comfortable enough about their 
own economic prospects to pull the trigger on big 
purchases?

But forget all that for a minute, and consider
what the Goldman strategists and others say could
happen: The S&P 500 may have set its low for this
episode on March 23, barely a month after its last
record high, on Feb. 19. That’s unheard of in the
history of bear markets since 1929. It took on aver-
age 373 trading days from record high to bottom
during those 10 declines, according to numbers
crunched by Bloomberg macro strategist Cameron
Crise. The shortest time from peak to bottom was
74 days in 1987, and that bear market wasn’t accom-
panied by the type of major economic downturn in
the cards today.

This argues that investors shouldn’t assume the
bear market is anywhere near over. At the same
time, 2020 is the type of year in which precedents
may not count for much. The speed at which the
market entered bear territory is also unprece-
dented, as is the world’s response to the virus. Even
OPEC and other oil-producing nations are getting
into the precedent-breaking game, with historic cuts
to production to shore up prices and the energy sec-
tor. Perhaps the lesson of 2020 is this: Just because
something never happened before, that doesn’t
mean it should be surprising. �Michael P. Regan

Forecasts Deteriorate and Diverge
Estimated 2020 earnings per share for the S&P 500 index, 
according to a Bloomberg survey of strategists
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● Change in S&P 500 
stocks by industry from
March 23 to April 14

◼ Outperformed the 
broader index
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THE BOTTOM LINE   Some strategists hope we’ve seen the worst 
of the market decline. If that turned out to be the case, this bear 
market would be the shortest ever. 
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● Banks lending money in a new federal
program were quickly overwhelmed

24

The Paycheck Protection Program is a signature
part of the $2.2 trillion stimulus enacted in March in
the U.S. to contain the pandemic’s economic dam-
age from the pandemic. It offers small businesses
loans of as much as $10 million that become grants
if they use the money for payroll and certain other
expenses in the next two months. But many busi-
nesses at risk of failure have had trouble getting the
funds quickly. Although the money has started to
flow, there’s no comprehensive count of how much
businesses have actually gotten, and there’s worry
there won’t be enough of it.

The $349 billion effort is run by the U.S. Small
Business Administration through banks. Yet in the
week after it was launched on April 3, they were
intermittently shut out of the government’s loan-
processing system and left to fill out forms manually.
Lenders have complained about unclear guidance
and confusing paperwork. After questioning the use
of a sample loan form dating from 2002, they were
told they could use their own documents instead.
“We’re all for the program—everything about it in
theory is right,” says Heidi Brown, executive vice
president of Citizens State Bank in Iowa. “But it’s
like being sent out to build a house with only three
tools in the toolbox.”

Time is short to rescue small businesses. Filings
for U.S. unemployment claims recently reached a
three-week total of almost 17 million. Brown says
customers have been coming in or calling constantly.
“They’re desperate to get in line for the help,” she
says. “Unfortunately we can’t answer all their ques-
tions.” Being in line matters because the promised
money is already close to running out. As of mid-
day on April 15, the SBA reported there had been
more than 1.3 million applications approved, total-
ing about $296 billion of the $349 billion set aside.

That amount hasn’t been given out yet, but
represents the value of loans the SBA has guaranteed
for lenders to disburse. The Trump administration
wants to add another $250 billion to the program,
but that will require new legislation.

The initiative, which was created and launched
in a matter of days, is more than 10 times what
the SBA’s flagship loan program oversaw last year.
Advocates say the agency is trying to get it running
smoothly, and there were bound to be glitches.
“SBA, working closely with Treasury, launched an
unprecedented $350 billion assistance program in
just one week,” spokesman Jim Billimoria said in a
statement. “This is an historic achievement in an
incredibly short amount of time. During this time,
issues identified by lenders and borrowers have
been quickly resolved.”

JPMorgan Chase & Co. and others weren’t ready
to lend initially, because the administration didn’t
give guidance on processing loans for the program
until hours before it started. Many banks wouldn’t
take applications from borrowers who didn’t have
an existing account. Banks also blame delays on
the time-consuming federal requirements to ver-
ify identities—rules designed to spot terrorists and
money launderers. Wells Fargo & Co., historically
one of the largest lenders to small businesses, had 
to stop taking applications for a time because of a 
regulatory cap on its growth, which was later eased.

Treasury Secretary Steven Mnuchin assured
borrowers during a White House briefing on 
April 2: “You get the money. You’ll get it the same 
day. You use this to pay your workers. Please bring 
your workers back to work if you’ve let them 
go. … This is a very important program.” 

The program was initially limited to SBA lenders, 
meaning 60% of financial institutions couldn’t par-
ticipate and faced delays trying to get certified, says 
Paul Merski of the Independent Community Bankers 
of America. Online and other nonbank lenders can 
apply to lend, but the application form was only 
released a few days after the program launched.

Small business owners are also wary about 
whether they’ll be able to get their loans forgiven 
at the end of the eight-week period. “No one has 
ever disbursed this amount of cash in such a short 
amount of time,” says Justin Catalana, chief execu-
tive officer of Fort Point Beer Co., a San Francisco-
based brewer, distributor, and restaurant chain 
which applied for a loan. “Not surprised things are 
crashing.” �Mark Niquette, Jennifer  Jacobs, Michael 
Sasso, and Hannah Levitt

THE BOTTOM LINE   As of April 15, the money set aside to help 
small businesses was close to running dry, even as banks and the 
SBA were ironing out the process of applying. 

“No one has 
ever disbursed 
this amount 
of cash in such 
a short amount 
of time”

A Chaotic 
Race to 
Save Small 
Businesses 
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○ Investors in business development compa

Renowned as risk-takers, firms known as business
development companies raised money by selling
stock, multiplied the haul with leverage, then
used it to lend to some of the country’s most
indebted companies. If all went well, they’d profit
handsomely.

But right now the strategy is going badly for
BDCs, which became key participants in an $812 bil-
lion private credit market that flourished outside
of traditional banking. The Federal Reserve and
the U.S. government have announced programs to
prop up struggling companies, but BDC borrow-
ers may not benefit much. Many of the businesses
they finance, owned in part by private equity firms,
don’t qualify under current rules. Analysts and rat-
ings companies are sounding alarms as the BDCs
rush to grab cash to shore up their finances or 
throw lifelines to borrowers. Golub Capital BDC 
Inc.—one of the largest of these shadow banks—is 
among those raising funds in a way that could sig-
nificantly dilute the equity of existing shareholders.

BDCs typically trade as stocks, but they’re 
 similar to funds in that they’re essentially port-
folios of investments—in this case, loans to com-
panies that generate yields for investors. BDCs 
themselves also borrow, creating leverage that can 
juice returns. But this tactic also amps up the risk,
and they’ve found themselves wrong-footed with
the pandemic upending commerce and straining
the global financial system. “The BDC sector is
among those most affected by this credit shock,”
analysts at Moody’s Investors Service wrote in a
report on April 7, downgrading their outlook for
the sector to negative from stable. “BDCs’ loan
portfolios will decline in value, weakening BDCs’
capital positions and increasing their risk of bank
covenant noncompliance,” potentially leading to
defaults on the debt BDCs borrow themselves.

In a harbinger of what’s to come, the BDC
Portman Ridge Finance Corp. recently watched
a company that it’s helped finance since 2015
collapse in a matter of weeks. The borrower,

Chapter 11 prote
to 90% drop in

s by private equity fi
JF W Capital Partners,
oper for three Alaska air carr
said it t state and federal aid and t
to work enders but ran out of cash by
end of Ma , forcing it to suspend operation
lay off employees. Ravn said it hopes to wor
a solution and restart operations. The invest
makes up a small amount of Portman Ridg rt-
folio; a spokeswoman declined to comment.

BDCs are big lenders to the business-services
and technology sectors, which may be more resil-
ient in the downtur Some lenders are more
exposed to industries such as entertainment, lei-
sure, retail, and travel, which have been walloped 
in the pandemic. One problem for BDCs is that 
they often provide financing to highly indebted 
corporations owned by private equity firms. Many 
businesses that private equity groups control are 
excluded from billions of dollars in potentially 
forgivable Small Business Administration loans. 
A Federal Reserve lending program announced 
on April 9 also deems borrowers with high lever-
age levels ineligible.

Another problem is that BDCs sometimes offer
companies credit lines. Those are now getting
drawn down en masse, siphoning away much-
needed cash. At the end of last year, untapped
credit facilities amounted to roughly 8% of the
portfolios at a group of BDCs tracked by Fitch
Ratings, which has had a negative outlook on
the sector for years. Much of that money is likely
being lent out now.

At least two BDCs are looking to shore up their
liquidity with a rights offering, which gives share-
holders an option to purchase more stock. Golub
Capital BDC, with $4.6 billion in assets, announced
in early April that it wanted to raise as much as
$375.3 million in a rights offering that started on
April 9. In Securities and Exchange Commission

○ Estimated value of 
business development 
companies’ portfolios
at yearend

2009
$19b

2014
$75b

2019*
$113b
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THE BOTTOM LINE The coronavirus pandemic is leaving BDCs
and the businesses they lend to—many of them highly indebted,
private-equity-owned companies—in trouble.

filings, the company said it will use proceeds to
repay outstanding debt, support its borrowers, and
potentially make new investments in what it called
a move to “play offense.”

“It is concerning to us that GBDC felt it neces-
sary to do a dilutive equity raise this early in the
economic downturn,” Keefe, Bruyette & Woods
analysts Ryan Lynch and Paul Johnson wrote in an
April 1 report, referring to the company by its stock
ticker. They called the move “surprising” and said
it may be particularly painful for existing share-
holders because the company and its peers were
already trading at a significant discount to the value
of its holdings.

Bain Capital Specialty Finance Inc., a BDC with
$2.6 billion in assets, indicated on March 30 that it

● Home loan companies say they are in trouble, and a key regulator is resisting a bailout

With the coronavirus crisis crushing the real estate
market, some on Wall Street are assailing a U.S. offi-
cial they blame for blocking a bailout of mortgage
lenders. It’s not Treasury Secretary Steven Mnuchin
or Federal Reserve Chairman Jerome Powell, who
are leading Washington’s effort to rescue the
economy. Rather, the target of their ire is Federal
Housing Finance Agency Director Mark Calabria, a
libertarian economist whose job is regulating mort-
gage giants Fannie Mae and Freddie Mac.

The issue is whether the U.S. should step
in now to save nonbank mortgage servicers,
firms including  Quicken Loans,  Freedom
Mortgage, and Mr. Cooper Group that collect pay-
ments from borrowers and make sure investors in
trillions of dollars of government-backed bonds get
paid each month. With millions of homeowners
expected to start missing payments, the industry
says it needs an immediate lifeline to head off ser-
vicer failures that could trigger nothing less than
the collapse of the housing market.

Calabria argues that’s hyperbole. He’s refused
to let government-controlled Fannie and Freddie
provide support for servicers, saying there are
more pressing uses of their limited capital to help
bondholders and borrowers. His stance has made
him a target of criticism for trade groups such
as the Mortgage Bankers Association and some

financial analysts. “The president should fire Mark
Calabria,” says Chris Whalen, a bank analyst at
Whalen Global Advisers in New York. “He is taking
a childish, naive approach right now that is border-
ing on negligence.” Whalen says he’s been fielding
phone calls from financial executives complaining
about the FHFA leader.

Calabria counters that he’s not seen any data so
far that indicates servicers need emergency gov-
ernment funds. For now, Treasury and Fed officials
seem to agree; they’ve also declined to orchestrate
a rescue. “Nothing we are seeing as of today sug-
gests that this is a systemic problem,” Calabria says.
“What we are seeing suggests that for the next
couple of months, this is sustainable.”

Calabria, who previously worked for Vice
President Mike Pence, is a devoted small-
government Republican with long-held opinions
that Washington shouldn’t bail out every stumbling
company or industry. A stark case in point: He’s
repeatedly said that if it were up to him, Fannie
and Freddie would have been allowed to fail during
the 2008 financial crisis. The two institutions play
a crucial role in the nation’s $10 trillion residential
mortgage market by packaging loans into securities
and standing behind them.

A common gripe among Calabria’s critics
is that he is obsessed with achieving a Trump

also may raise additional equity while contending 
with a flood of requests from borrowers to draw
down credit lines. A spokeswoman for Golub and
a spokesman for Bain declined to comment.

On April 8 the SEC temporarily loosened rules
for BDCs to help them and the companies in their
portfolios survive the pandemic. Among the
changes, BDCs can use the value of their holdings
as of Dec. 31—before the virus hit—when selling new
senior bonds, so they don’t exceed the typical 2-to-1
regulatory cap on debt to equity. In other words,
they can lever up even further. �Kelsey Butler and
Heather Perlberg

12/31/19 4/13/20

25% 

 

 

0

-25 

 

 

-50 

 

 

-75

● Change in share 
price of nonbank 
mortgage servicers
since Dec. 31, 2019

PennyMac Financial 
Services

Mr. Cooper

 Ocwen Financial

● Overall market for 
private credit

$812b

A Fight Brews Over Mortgages



◼ FINANCE 

27

P
H

O
T

O
G

R
A

P
H

B
Y

L
E

X
E

Y
S

W
A

L
L

F
O

R
B

LO
O

M
B

E
R

G
B

U
S

IN
E

S
S

W
E

E
K

.D
A

TA
:C

O
M

P
IL

E
D

B
Y

B
LO

O
M

B
E

R
G

administration goal of reprivatizing Fannie 
and Freddie, which came into the government’s 
grip after being rescued during the financial crisis. 
Using the companies to help mortgage servicers 
could deplete what little capital they have, mak-
ing it harder for the companies to go it alone. Some 
hedge funds and mutual fund companies that 
bought shares in Fannie and Freddie—which con-
tinued to trade after the rescue—have long pushed 
for privatization. 

Calabria says his decisions aren’t being guided 
by his politics or his desire for mortgage-finance 
reform. Still, it seems inevitable that the virus will 
have an impact on any plans the administration has 
to take Fannie and Freddie out of federal control. 
“Any steps that are taken now, there will be policy 
implications when we’re past this crisis,” says Chris 
Campbell, a former Treasury official under Mnuchin 
who’s now at investment advisory Duff & Phelps. 

It’s not up to just Calabria whether mortgage 
servicers receive a bailout—the Fed and Treasury 
can start a lending facility without his sign-off. But 
Fannie and Freddie are in the spotlight because 
they stand between some mortgage servicers and 
bondholders, and they have at least some capital 
that could be tapped to help the servicers, even 
if it wouldn’t solve all their problems. Fannie had
$14.6 billion in capital at the end of 2019, while
Freddie had $9.1 billion.

The Washington-based Mortgage Bankers
Association, which lobbies on behalf of nonbank
servicers and other lenders, blasted him in a press
release after he said he hadn’t yet seen requests
for mortgage-payment forbearance that were so
alarming as to warrant a Fed rescue. “The FHFA
Director’s recent statements send a troubling mes-
sage to borrowers, lenders, and the mortgage mar-
ket,” MBA President Robert Broeksmit said in the
April 7 statement.

Calabria acknowledges that the outlook for
some servicers is grim. That’s because as part of the
$2 trillion stimulus bill Congress passed in March,
lawmakers mandated that borrowers be allowed to
delay payments on government-backed mortgages
for as long as a year.

When homeowners go into forbearance,
servicers must still advance payments to
mortgage-bond investors. They will eventually be
reimbursed by federal agencies or by Fannie and
Freddie, but they can face cash crunches while
waiting. The issue could be especially acute for
nonbank servicers, which don’t have the deposits
or other sources of liquidity banks do. The number
of Fannie and Freddie loans in forbearance rose to
2.44% during the week ended April 5, up from 1.7%

the previous week, according to the MBA. Roughly
3.7% of all mortgages are in forbearance. A spokes-
man for Quicken, one the big nonbank servicers,
says the company neither needs government help
nor is asking for it.

Ginnie Mae, a wholly government owned corpo-
ration which also backs a lot of loans serviced by
nonbanks, announced last month it planned to step
in with its own fix to the liquidity problem. (Ginnie
isn’t overseen by Calabria.) Officials involved in dis-
cussions about the Fed and Treasury setting up
their own loan program have considered waiting
to see whether Ginnie’s decision helps relieve some
mortgage-market stress first, according to people 
familiar with the matter.

But servicers aren’t beloved in Washington. The 
companies spent years lobbying against tougher 
oversight and stricter capital requirements. The 
hesitancy to rescue the industry may foreshadow 
future fights. “The question is whether and how 
much the government will use Fannie and Freddie 
to be a source of support,” former Freddie CEO Don 
Layton says. “That’s going to continue to be the 
case as this goes on.” �Elizabeth Dexheimer

▲ Calabria oversees 
a key part of the U.S. 
mortgage market

THE BOTTOM LINE   The head of the Federal Housing Finance 
Agency isn’t convinced there’s a systemic problem caused by too 
many borrowers missing payments. 
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Federal Reserve Chair Jerome Powell and his 
colleagues had a hard decision to make as the 
coronavirus epidemic worsened in February 
and March. If they stuck to the standard policy 
of  buying only highly rated bonds, they would 
likely be accused of favoring Wall Street over 
Main Street—the  traditional rap on the Fed. If 
they got creative, they could help more sectors 
of the  economy but they would almost certainly 
be accused of overreaching, picking winners and 
losers, rescuing the unworthy, and risking losses 
that would ultimately be borne by taxpayers.

They decided to get creative. More creative, in 
fact, than any Fed leaders since the birth of the 
central bank in 1913. They not only relaunched 
the special lending programs built for the 2008-09 
financial crisis, but they invented entirely new ones 
to rescue both big and small businesses. Powell’s 
immediate predecessor, Janet Yellen, called the 
actions “rapid and enormous.” Ben Bernanke, 
who set the previous record for Fed activism, 
commended Powell while calling some of the 
newest measures “important and difficult.”

The Fed’s fire hose of lending hasn’t prevented 
a recession, but it’s protecting the financial sys-
tem from seizing up. Fear was so rampant in the 
financial markets in early March that even some 
normally in-demand Treasury securities—such as 
certain slightly older issues of 10-year government 
notes—fell out of favor.

Now that the Fed is buying, investors have been
more willing to buy as well. That’s pulled down
interest rates for a wide range of debt, making it
easier for borrowers to finance themselves and stay
in business. And stocks have rebounded from their
lows in late March. “They should be very proud
of the way they have been able to return financial
markets to a more normal situation,” says Torsten
Slok, chief economist at Deutsche Bank Securities.

Powell portrays the Fed’s choice as no choice at
all, but a necessity. It’s politically important for the
central bank to be perceived as apolitical and tech-
nocratic, not a decision-maker akin to Congress or
the White House. In an April 9 speech, he seemed
to channel Winston Churchill, saying, “None of us
has the luxury of choosing our challenges; fate and
history provide them for us. Our job is to meet the

tests we are presented.” He added, “At the Fed, we 
are doing all we can to help shepherd the economy 
through this difficult time.”

In fact, there was nothing preordained about the 
Fed’s course of action. The Powell who’s going all in 
on unprecedented rescue measures is a world apart 
from the Powell who pushed interest rates higher 
to forestall inflation and asset bubbles in 2018, his 
first year in office. That hawkish stance earned 
him the wrath and scorn of President Trump, who 
appointed him to the top job at the central bank. 
As recently as March 10, Trump was still complain-
ing in a tweet about “Our pathetic, slow moving 
Federal Reserve, headed by Jay Powell.”

One clue to Powell’s decision to go big on keep-
ing companies financially liquid is his background 
as a lawyer, investment banker, and private equity 
investor. Although he’s the first Fed chair since the 
1970s not to have economics training, he under-
stands markets and corporate finance better 
than most of the Ph.D.s at Fed headquarters on 
Constitution Avenue in Washington. He was quick to 
see that lowering interest rates alone wouldn’t solve 
the problems popping up as the economy went into 
lockdown with the Covid-19 outbreak.

Conventional monetary policy reached its limit 
when the Fed lowered the federal funds rate target 
by 1.5 percentage points in March, to a range of zero 
to 0.25%. The actions since then, reaching into the 
bowels of the financial system to help companies 
of all sizes borrow, are right up Powell’s alley, says 
Michael Feroli, chief economist of JPMorgan Chase & 
Co. “That’s business,” he says. “That’s knowing how 
financial markets work.”

The Fed’s next step after the federal funds 
rate hit the floor and conventional bond- buying 
was cranked up was to ask for permission from 
the Treasury Department to expand the range 
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○ Jay Powell’s Fed is  
reaching beyond Wall Street 
with lending programs for 
companies big and small
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THE BOTTOM LINE The Federal Reserve’s unprecedented push
into new kinds of lending has drawn praise but also raised concerns 
that the institution might be putting its independence at risk.

of eligible borrowers on an emergency basis.
Section 13(3) of the Federal Reserve Act, enacted
during the Depression, gives the Fed the authority
to lend to the private sector and state and local
governments—though still only against high-
quality collateral—under “unusual and exigent
circumstances.” With the department’s OK, the
Fed trundled out the special lending vehicles
that were developed for the financial crisis. Their
reappearance restored investors’ confidence in
sectors of finance that are invisible to the general
public but crucial to Big Business, including com-
mercial paper and repo lending.

But the toolkit developed under Bernanke
wasn’t enough—because in contrast to 2008-09,
when the financial system froze up, this time
almost the entire economy is on ice. For the first
time, the Fed is buying bonds from and mak-
ing loans directly to companies. It’s also buying
municipal debt; rolling out the Main Street
Lending Program for companies with fewer
than 10,000 employees; and backing the Small
Business Administration’s Paycheck Protection
Program, which is for companies with fewer than
500 employees. Reaching beyond Big Business is
good for the economy as well as advantageous for
the Fed, which has been criticized in the past for
helping Wall Street more than Main Street.

This time the central bank may be accused of
creating problems for the economy and itself by
straying from macroeconomic policy. Some of its
new lending makes the Fed essentially an agent of
the Treasury Department, raising questions about
its independence. Under the Dodd-Frank Act the
Fed is prohibited from making lending decisions
about individual companies, but that hasn’t stopped
critics from accusing it of micromanagement. “This
is fiscal policy, picking winners and losers,” says
Mark Spindel, founder and chief investment officer
of Potomac River Capital and co-author with Sarah
Binder of The Myth of Independence: How Congress
Governs the Federal Reserve.

There are already complaints that the Fed
is rewarding foolish risk-taking by bailing out
overindebted companies. A popular GIF portrays
a crazed Powell at a lectern shooting out a cloud
of dollar bills from a machine-gun-like printing
press. “I’ve gotten comments from clients who are
worried about the precedent the Fed is setting,”
says Kathleen Bostjancic, chief U.S. financial econ-
omist at Oxford Economics. She’s not: “I would give
Powell an A-plus,” she says.

The Fed isn’t supposed to lose money on
its lending, which is why it ordinarily sticks
to investing in ultrasafe Treasury bonds and 

government-guaranteed mortgage-backed secu-
rities. The gambit that allows the Fed to lend
to weaker borrowers is a guarantee from the 
Treasury Department to absorb losses. A fifth of
the money in the $2.2 trillion Coronavirus Aid,
Relief, and Economic Security Act—$454 billion—
is earmarked for such lending. The Treasury
Department is beginning to put that startup
money into a range of special-purpose vehicles 
that make loans. The Fed amplifies the vehi-
cles’ lending capacity eight- to tenfold by lending 
money to them. The department will swallow the 
losses if the borrowers don’t repay.

However, the Fed will start to lose money if the 
losses exceed the amount the Treasury Department 
puts in. “Given how fast our thinking about the 
virus is evolving, we have to be open to that pos-
sibility—that things could be much worse than the 
Fed staff forecast,” says JPMorgan Chase’s Feroli.
In the worst case, the Fed might have to go to
Congress to ask for more money, which would be
a blow to its independence.

Powell is likely to be criticized by some for doing
too little and by others for doing too much, just as
Bernanke was a bit more than a decade ago; no
one can know for sure because there’s only one
economy to experiment on.

It’s head-spinning that Powell has gone from
Trump’s bête noire to the one person most likely
to help the president gain a second term. Trump
acknowledged the debt on March 23, saying, “I
called him today, and I said, ‘Jerome, good job.’ ”
However, he added, “He was a little bit slower than
what I’d have liked.” Powell also has support from
Democrats in Congress, who appreciate his respon-
siveness to their questions during the Fed chair’s
semiannual testimony, as well as his impassiveness
in the face of Trump’s insults and demands for easy
money. There’s no sense that Powell is working for
the president’s reelection. “People realize he’s not
Trump’s errand boy,” says Feroli.

Bernanke, a student of the bank failures of the
Great Depression, was the right person to lead the
Fed through the financial crisis. Yellen, a labor
economist, was well-placed to chair it during the
slow recovery. Now it’s Powell’s chance to show
whether a former investment banker can sustain 
business through a pandemic-induced economic 
deep freeze. So far, he’s made some fans. Says 
Deutsche Bank’s Slok: “It’s almost the perfect 
match of having the right person at the right time.” 
�Peter Coy, with Craig Torres

● Amount earmarked in 
the CARES Act for new 
Fed lending

$454b
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THE BOTTOM LINE Law school grads were poised to enter the
best job market in more than a decade. But the pandemic has
clouded career prospects for many.

● States are canceling bar exams while firms
are shortening summer programs

Law Students Face
An Uncertain Future

Just a few weeks ago, Anne Karen Tolbert, a third-
year student at the University of Mississippi’s law
school, was looking forward to graduating this
spring and starting the job she’d lined up. But then
the coronavirus pandemic put that opportunity—
and her future—on hold.

Now Tolbert is checking out online job fairs
and wondering when she’ll be able to take the
Washington, D.C., bar exam, which was scheduled
for July but recently canceled. “I’m just trying to
see what’s going on with that and figure out, Do I
need to move home with my family?” she says. “Do
I need to just try to get a temporary or part-time
job in between?”

Tolbert and her peers were poised to enter the
strongest legal job market in more than a decade.
Now, often with six-figure debt loads, they’re fac-
ing reduced hiring and major delays getting their
careers under way. “I think people are all pretty
conscious of what happened to lawyers in 2008,”
says Laurel Raymond, a member of Yale Law
School’s 2020 class. “We have no idea what’s going
to happen this time, and no one can tell us.”

Front of mind for many is that states are
postponing bar exams because of social distancing
guidelines. Last July thousands of law school grads
took the New York bar exam in the hangarlike space
of Manhattan’s Jacob K. Javits Convention Center. It’s
now serving as a 1,000-bed overflow hospital. 

While at least eight states, including New
York, have rescheduled the exams for the fall, a
movement is afoot to allow 2020 grads to begin 

practicing law without having been admitted to the 
bar. An April 1 letter signed by the deans of the 15 
law schools in New York state warned that a delay 
in admission to the bar could cause students “pro-
found harm in a time already marked by suffering, 
intensifying financial hardship and exacerbating 
the unfairness of their plight.”

Molly Savage, a third-year student at Wayne 
State University Law School in Detroit, recently
helped put together a petition asking Michigan to
waive exam requirements. “To me, it’s my ability
to use this degree that I’ve spent three years
working on,” she says. “I can’t get a law job if I
don’t have admission to the bar.”

But it’s not just the graduating class that faces
potential job woes. Large law firms typically recruit
rising third-year students as summer associates,
with a commitment to hiring them full time after 
graduation. Although top firms are largely stick-
ing to that commitment for now, several have 
shortened their 2020 summer programs, poten-
tially depriving students of several weeks of pay
at levels equivalent to $190,000 a year. “My room-
mate will be going to Cooley this summer, and they 
have already shortened their summer program, 
and she will have to take out extra loans because 
of that,” says Sara Fitzpatrick, a student at Harvard 
Law School, referring to the 1,100-lawyer firm best 
known for its work with tech companies.

Others firms are trying to adapt to the times by
running the programs online. That may limit stu-
dents’ opportunities for mentoring and networking,
says James Leipold, executive director of the National 
Association of Law Placement. Andrea Rivers, 
a second-year student at American University’s 
Washington College of Law in Washington, D.C., 
says she was recently informed by Axinn, the firm 
she’s scheduled to join as a summer associate in New 
York, that it was considering running the program 
remotely. “They told students to hold off making 
housing arrangements in New York,” she says.

Beyond the career uncertainty, this year’s 
graduating classes face more intangible losses. 
Fitzpatrick says she feels fortunate that the clerk-
ship at the Alaska Supreme Court awaiting her after 
graduation from Harvard appears secure. Still, the 
thought of not donning a cap and gown to receive 
her degree makes her tear up. “My family was going 
to come for graduation, and it was going to be the 
first time we all saw each other in four years—and 
obviously, that’s not happening.” �Meghan Tribe, 
Bob Van Voris, and Stephanie Russell-Kraft

“I can’t get 
a law job if I 
don’t have 
admission to 
the bar”
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● Despite shelter-in-place 
orders, many federal and state 
workers are going to the office 

public agencies define “essential” and what they 
expect of such workers varies, but many govern-
ment functions are considered essential. That 
means thousands of public-sector employees and 
contractors have been ordered to carry on with 
business as usual—including in areas with shelter-
in-place and comparable orders. 

At U.S. Department of Veterans Affairs facilities 
in California, managers have required not only clin-
ical staff but also some administrative employees 
to come into the office. La Pria Johnson, a program 
analyst who reviews data on patient safety incidents, 
says the agency has exposed her, colleagues, and 
patients to unnecessary risk by preventing such 
employees from teleworking. “There’s a reason that 
people are being told to isolate and stay at home,” 
she says. “And we’re not being allowed to do that.” 
Johnson says she changes out of her clothes in her 
garage each night to reduce the risk of infection 
to her family, including her teenage son, who has 
asthma. What the VA is doing is “reckless,” says local 
union President Marcus Walker, a VA respiratory 

Long before the novel coronavirus, the Trump 
administration tried to rein in telework across fed-
eral agencies, using policies and collective bargain-
ing proposals to restrict employees’ discretion to 
work from home. Now, as a pandemic sweeps the
nation, employees at federal and state government
agencies say that same insistence on in-person work 
is putting their health at risk. 

Along with failing to provide protective equip-
ment for critical workers, public employees say, 
agencies are requiring them to come into the office
to perform tasks that could be done remotely or
put off until it’s safe. Thousands of government 
employees have contracted Covid-19. 

The pandemic has split American workers into 
two categories: essential and nonessential. How 
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● City systems were already strapped for
cash—and then came the coronavirus

Mass Transit Risks
A Downward Spiral

Jeffrey Tumlin and his staff at the San Francisco
Municipal Transportation Agency spent Saturday,
April 4, poring over rosters and route maps. The
agency, which operates the Muni system, had
already halted service on metro lines and trolley
cars in response to social-distancing protocols and
a ridership decline of as much as 83% some days,
compared with normal levels. Now 30% to 40% of
bus operators were expected not to report to work
because of sickness or health concerns. Without
enough drivers, Tumlin and his staff recognized,
citywide bus service would soon be unfeasible.

On April 6, Tumlin announced that Muni was sus-
pending about 75% of its bus lines. “I never thought
I’d say this,” tweeted Tumlin, a true believer in pub-
lic transportation as a social unifier. “Please don’t
take Muni if you have other options.”

The toll of the coronavirus on air transportation
is well known: It’s emptied airports and pushed car-
riers to bankruptcy. Mass transit employs almost as
many people as air transport in the U.S., according
to the Bureau of Labor Statistics—and it’s also in a
perilous state. While the airlines’ catastrophe fol-
lowed a decade of record profits, transit ridership in
the U.S. since 2014 had already been declining, a

THE BOTTOM LINE Some public-sector workers are still going
into the office, even to make phone calls or process mail. Workers
and unions say this puts them at risk.

therapist. “The more people you bring in, the more
exposure they can have, or we can have to them.”

In a VA office in Fayetteville, Ark., union leaders
say, the agency is requiring dozens of employees
who work on the phone all day to continue com-
ing into the office, where they sit in close quarters
as they dispatch people to visit veterans at home.
Complaints from staff and union leaders have
gone unaddressed, says Don Chaffin, vice presi-
dent of a local branch of the American Federation
of Government Employees. “I think we’re open-
ing ourselves up to bringing the pandemic to
Fayetteville,” he says. “The attitude seems to be—
God, I hate to say, ‘Oh well,’ not caring—but that’s
what it looks like.”

VA press secretary Christina Noel said in
an email that the agency is following guidance
from the U.S. Centers for Disease Control and
Prevention. “VA is maximizing telework when pos-
sible, while ensuring it has adequate staff on-site at
its facilities in order to meet the daily clinical care
needs of veterans,” she wrote.

The National Labor Relations Board, the federal
agency that enforces private-sector labor laws, has
continued to require some of its own staff to show
up in person to perform functions such as check-
ing the mail. In a March 16 memo, the NLRB’s
chairman and its general counsel announced
that, while most employees would telework, field
offices would stay open for limited daily hours.
Employees who were “needed to handle mail” had
to come to the office.

“It’s a very backwards policy,” says local union
President Michael Bilik, an NLRB employee who’s
sick with the virus. After Bloomberg inquired about
the policy, the agency’s general counsel sent staff a
memo on March 27 saying he’d decided “to allow
regional directors discretion in determining how
in-coming mail will be handled.” Agency spokes-
man Edwin Egee confirmed on April 13 that a “skel-
eton crew” still processes mail. He said the agency
was trying “to balance the dual goals” of enforcing
the law and protecting staff.

While some government offices have access
to personal protective equipment, cleaning sup-
plies, and hand sanitizers, these aren’t available
or deemed necessary everywhere. A lawsuit in
Alaska alleges some state employees “have pur-
chased and installed makeshift plastic shields to
provide separation” as they labor in areas that 
keep them less than 6  feet apart. In the com-
plaint, filed on March 24, an Alaska chapter of 
the American Federation of State, County & 
Municipal Employees accuses the state of fail-
ing to apply its health mandates and policies to 

its own workers. According to the suit, employees 
have been required “to work around and gather 
around more than 10 people” at a time.

Becca Whitman, a juvenile probation officer at 
the state’s Department of Health and Social Services, 
says management has ignored her questions about 
why she needs to come into the office when she now 
works only via computer and phone. “We’re just 
teleworking from our office,” she says. 

Asked about the allegations, a spokesperson for 
the governor’s office noted that a judge had denied 
the union’s request for a temporary restraining 
order in the case. The litigation remains ongoing. 
�Josh Eidelson and Polly Mosendz
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result of cheap gas, the emergence of ride-hailing, 
and decaying infrastructure.

Now experts predict that U.S. rail and bus sys-
tems may never fully recover from the pandemic. 
That could present new obstacles to millions of 
low-income commuters and set cities on a course 
toward heavier congestion and failed climate goals. 
“It brings fear to my heart thinking about the sus-
tainability of these systems,” says Kari Watkins, a 
professor of civil and environmental engineering at 
the Georgia Institute of Technology.

As shelter-in-place orders and business closures 
have kept millions of workers at home, the most-
used transit systems are carrying 70% fewer rid-
ers than usual, according to the American Public 
Transportation Association. Those riders left include 
workers in essential industries—nurses, janitors, gro-
cery and pharmacy clerks, and others that state and
local governments deem pandemic-critical. About 
2.8 million of these use public transit, making up 
36% of all riders, according to an analysis of 2018 U.S. 
Census Bureau data by TransitCenter, a think tank.

Along with revenue from fares, sales tax receipts—
another key funding source—are expected to dry up 
with the economic shutdown. Paul Skoutelas, pres-
ident and chief executive officer of APTA, calls this 
a “double whammy.” Combined with the loss of ad 
revenue, parking fees, and other forms of income, 
the financial impact is profound.

The SFMTA is staring down a $200 million quar-
terly loss. New York’s Metropolitan Transportation
Authority estimates a weekly revenue loss of
$142 million during the city’s lockdown. (“The
decline in ridership in the pandemic time is some-
thing that’s desirable, although it’s had a dramatic
impact on our revenue,” says Pat Foye, the MTA’s
chairman and CEO.) Washington, D.C.’s Metro is los-
ing $2.5 million each weekday.

The third federal relief package will send $25 bil-
lion in aid to transit agencies. Those funds will help
cover near-term losses, but systems will need more
help from Washington if the pandemic continues,
Skoutelas says.

Most systems have slashed operations. Seattle has
cut 103 bus routes and is running fewer trains; Miami
has canceled express buses and is preparing to out-
source overnight service to Uber Technologies Inc.
and Lyft Inc. Even with a fraction of their typical
ridership, agencies are investing time and money
in extra safety measures such as deep cleaning. At
the same time, labor shortages present a significant
challenge. The health of transit operators is under
siege: In New York City, 2,269 MTA workers have
tested positive for the coronavirus and 59 have died
as of April 14.

The crisis is likely to have long-term effects.
When workers head back to the office, some may
determine it’s less risky to drive, bike, or walk than 
to pack inside a bus or train. “These riders will 
be very slow to return—and may never return,” 
says Candace Brakewood, a professor of civil and 
environmental engineering at the University of 
Tennessee at Knoxville. “Those who will return are 
the dependent riders, without a car and without the 
means to purchase a car.” They may find systems 
gutted by funding cuts, with fewer routes, reduced 
frequency, and less coverage. 

Experts say transit systems would be more resil-
ient to shocks if they could depend on regular infu-
sions of federal funding, rather than revenue sources 
tied to the ups and downs of the economy. In the 
U.S., emissions from cars and trucks are the leading 
source of planet-warming greenhouse gases. Giving 
up on transit during one crisis would only com-
pound another. �Laura Bliss and Michelle Kaske

THE BOTTOM LINE   The coronavirus has forced service cuts by 
subway and bus operators as their ridership and revenue plummet. 
Riders with other options might not come back.

◀ San Francisco 
Muni buses idled 
during the pandemic

▼ An MTA worker in 
New York sanitizing  
a subway car
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○ Republicans are resisting a Democratic push for voting by mail because of Covid-19

Wisconsin Signals 
Voting Battle Ahead

Jarring scenes on April 7 in Milwaukee—where
long lines of masked voters waited outside polling
stations—could repeat nationwide in November,
as the Republican Party digs in against a growing
Democratic consensus that the presidential elec-
tion should be conducted primarily by mail if the
novel coronavirus persists. 

Republicans and Democrats have been divided
for years over how easy it should be to vote.
Democrats push for wider access through sim-
ple registration. Republicans, citing the risk
of fraud, call for stricter voter ID rules. (Five
states mail ballots to all voters. An additional
28 allow mail voting without a special reason,
but they require voters to apply for a ballot.)
Now the public-health response to Covid-19
appears to support the Democrats’ approach, and
Republicans are fighting back.

Wisconsin’s Republican Party and a Republican-
majority legislature pushed voters into the streets
on April 7 despite public-health warnings and a
state order to stay home. On April 3, Democratic
Governor Tony Evers had called the legislature in
to vote to delay the election. It adjourned in 17 sec-
onds instead. Republicans then successfully sued to
stop Evers from delaying the election himself and
to overturn a federal court order easing absentee
ballot requirements. 

The Wisconsin situation mirrors a fight in
Washington, as Republicans decry mail-in voting
and Democrats seek to bolster it with federal stim-
ulus outlays. “Republicans should fight very hard
when it comes to statewide mail-in voting,” President
Trump tweeted the day after the Wisconsin specta-
cle. “Democrats are clamoring for it. Tremendous
potential for voter fraud, and for whatever reason,
doesn’t work out well for Republicans.”

Even state Republicans who’ve endorsed
mail-in voting during the pandemic have resisted
making it too simple, adding extra steps or limit-
ing its scope. In Ohio, the Republican legislature
approved a mostly mail-in April 28 primary but
not mailing absentee ballot applications to voters.
In Georgia, Republican Secretary of State Brian

THE BOTTOM LINE The partisan showdown that sent Wisconsin
voters to the polls in early April—despite the coronavirus—is part of 
a larger battle that could shape the November election.   

Raffensperger did mail out applications, though
not to inactive or newly registered voters. Fellow
Republicans were furious that he mailed them at
all, to the exasperation of Francys Johnson, chair-
man of the New Georgia Project, a voting-rights 
group. For years, he says, the state Republican 
Party has routinely sent absentee ballot applica-
tions to likely GOP voters.

Claims that absentee voting allows fraud are 
not groundless. One example unfolded in North 
Carolina in 2018, when a Republican-funded 
operative was caught collecting and tamper-
ing with ballots from a Democratic-leaning area. 
But if absentee voting is more susceptible to 
fraud than in-person voting, the risk of either is 
extremely low, says Wendy Weiser, director of 
the Democracy Program at the Brennan Center 
for Justice at New York University Law School: 
“You are more likely to be hit by lightning.” She 
says the risk this year is even lower, with the virus 
deterring would-be fraudsters.

So far, the GOP fight against easy mail-in vot-
ing has been fiercest in Wisconsin, where the party 
was focusing on a close race for a state Supreme 
Court seat. Nervous citizens had swamped the 
state’s absentee ballot process, submitting almost 
1.3 million applications. The volume led to a federal 
court ruling allowing an extra week for the absen-
tee count and lifting a requirement that mail-in bal-
lots include witness signatures. The GOP appealed 
and won in the U.S. Supreme Court the day before 
the election. Despite its efforts, the party’s favored 
judge lost.

Mail-in voting has disadvantages, including an 
increased likelihood that a mail-in ballot will be 
tossed, which leads to litigation, says Edward Foley, 
a professor at Ohio State University’s law school. 
But he says to expect a massive amount of mail-in 
voting come November, whether Republicans like 
it or not: “In a pandemic, the voter’s choice is likely 
to be a mail-in ballot.” —Margaret Newkirk

○ Number of absentee 
ballot applications 
for Wisconsin’s April 
election

1.3m

April 20, 2020

ations though
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only a company’s balance sheet but also how
much money would be lost if, say, the parts fac-
tory in Turkey closed for a week. All this while
answering to the government regulators and
investors who risk managers say are inquiring
about preparations for global catastrophes. The
job is about managing “wars you didn’t start,
which will require immense resources to win,
with domino-like consequences that contain a
whole list of potential subcrises,” says Jonathan
Bernstein, who runs a crisis management firm.

While the global spread of the new corona-
virus has thrust risk management into the 

The pandemic spurs boards to seek experts 
in crisis planning and oversight

Wanted:  
More Risk 
Managers

Twenty years ago, corporate risk managers 
had near-zero public visibility. Most were
back-office staffers who focused on securing 
insurance for environmental and real estate 
problems (tornadoes, fires, earthquakes, facil-
ities breaches). Young people didn’t aspire to 
be risk managers: There were just a dozen 
small academic programs in the U.S. focused 
on the career. The pandemic has catapulted 
the field into prominence almost overnight. 
“Risk management now has boards’ atten-
tion and has been given a seat at the table 
for input and consideration,” says Al Marcella, 
president of Business Automation Consultants 
LLC, a St. Louis-based security assessment 
firm. Boards are quickly creating risk commit-
tees focused on crisis planning and remote 
work data privacy—and they want a chief risk 
officer on speed dial. 

The role is complex and demands a wide 
range of skills. Chief risk officers need the
analytical might to evaluate everything from 
supply chains to staffing; the ability to main-
tain many relationships (to law firms, insurance 
brokers, industry peers); the power of persua-
sion to sway fellow executives; the communi-
cation savvy to handle employees and media in 
a crisis; and financial literacy to understand not 

Future of Work
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THE BOTTOM LINE Risk managers, once relegated to the back office,
are in demand as Covid-19 illustrates the need for executives to prepare
for catastrophes.

spotlight, the field has been steadily expanding for years,
spurred by a succession of national tragedies, starting
with 9/11. K. Campbell, who began a Pentagon job on
Sept. 4, 2001—a week before the terrorist attacks on the
U.S.—watched as a newfound appreciation for crisis and
business continuity planning emerged overnight within
the private sector and government. “There was more vis-
ibility for these planners both inside and outside the gov-
ernment,” says Campbell, now a principal at Blue Glacier
Security & Intelligence LLC, a security consulting com-
pany based in Washington, D.C.

Fortune 1000 companies began to employ a risk man-
ager, and perhaps a staffer or two, usually seated among
lawyers in the depths of the legal department and report-
ing to the chief legal officer or perhaps camped out in the
finance department reporting to the treasurer or chief
financial officer. Their job was to collect extensive infor-
mation from across the organization for insurance and
risk analysis. Ambitious risk managers diplomatically
communicated vulnerabilities to their bosses, who often
ignored the issues.

The 2008 housing market crash focused the profes-
sion more on enterprise risk management, and recent
cybersecurity breaches extended risk managers’ over-
sight into new areas including hacking and privacy, but
the career path remained stunted. A career risk man-
ager could aspire to the rank of vice president or, if lucky,
maybe senior vice president. Apart from those in finance 
and insurance, “very few companies had chief risk offi-
cers,” says Nancy Green, executive vice president at 

insurer Aon Plc. “Too many organizations viewed it as 
an insurance-buying position.” 

Only 80 university programs exist in the U.S., com-
pared with more than 5,000 accounting programs. As 
recently as two months ago, business degree programs 
didn’t include mandatory risk management coursework. 
With the pandemic rattling boardrooms and head offices 
globally, that’s about to change. “I think some schools will 
make risk management part of the business curriculum, 
and make it mandatory,” says Brion Callori, a senior vice 
president at insurer FM Global and former chairman of 
the Spencer Educational Foundation, which funds risk 
management and insurance education. “Millions of jobs 
over the next 10 years are going to be open.” 

Graduate and certificate programs are already see-
ing a shift under way. The one-year graduate program 
in emergency management and continuity planning at 
the University of Illinois at Chicago enrolls 10 students 
annually; this month, a recruitment webinar attracted 28, 
the largest crowd ever, and the program is expanding 
to meet demand. Zach Finn, who directs the risk man-
agement and insurance program at Butler University in 
Indianapolis, says his program has also seen a surge in 
interest. He’s thrilled to see his profession emerge from 
the sidelines. “We’ll finally be respected for holding the 
world together,” he says. �Arianne Cohen

The relentless march of technology evokes fears that
machines will one day displace most humans from
work, and with good reason. Artificial intelligence can
coach soccer players and write news stories, and more
than 2 million robots make everything from Porsches to
pizzas—a number that researcher Oxford Economics
predicts will jump tenfold over the next decade, sending
20 million factory hands to the unemployment lines. So
how to find purpose in this low-employment future in
which erstwhile workers have almost unlimited free time?

Some researchers suggest looking at one of the

world’s most traditional communities: the ultra-Orthodox,
or Haredim, of Israel.

Thousands of Haredi men—distinguished by a look
modeled after 18th century Polish nobility, with long side-
curls, black fedoras, and knee-length coats—don’t work
and instead spend their days studying religious texts.
They live off government support and their wives’ sala-
ries, and they shun smartphones for fear of encounter-
ing unfiltered information and immodest imagery. Yet in
a government survey published last year, 98% of ultra-
Orthodox said they’re satisfied with their lives, more 

Israel’s tradition-bound 
Haredim offer lessons for 

the post-work future

Looking Back to 
Move Forward



38

A
R

IE
L 

S
C

H
A

L
IT

/A
P

 P
H

O
T

O

◼ SOLUTIONS Bloomberg Businessweek April 20, 2020

THE BOTTOM LINE   Ultra-Orthodox Jews say they’re happy with a life of 
study—a potential model for fulfillment without employment—but their growing 
control over daily affairs angers secular Israelis.

than any other group in Israel. Yuval Noah Harari, a 
bestselling author and history professor at Hebrew 
University of Jerusalem, calls the Haredim “the most suc-
cessful experiment so far in how to live a contented life 
in a post-work world.”

Few Haredi men receive a secular education past 
their early teens, locking them out of many fields. By 
adulthood, roughly half of them spend as much as 
12 hours a day poring over ancient texts, debating bibli-
cal history and the finer points of Judaic law in commu-
nity centers, synagogues, or religious schools. “The main 
passion is to be able to sustain the family’s needs and 
not necessarily run after money,” says Eli Paley, owner 
of Mishpacha Media Group, a publisher that serves the 
Orthodox community.

Religious study wouldn’t be the first choice of most 
people pushed out of the labor force. But some econo-
mists and politicians who envision a society without jobs 
at the center have called for a basic minimum income for 
everyone. While opponents of the idea say the vast sums 
needed would be better spent on more targeted policies, 
supporters insist it’s the only way to provide economic 
stability in times of mass displacement. And the concept is 
gaining momentum: Former Democratic presidential can-
didate Andrew Yang made such a plan the centerpiece 
of his campaign. Coronavirus relief programs have some 
similarities to the idea, offering cash payments and sub-
sidies for the jobless (the U.S. alone has logged about 
17 million new unemployment claims in recent weeks). 

The income that Israel’s Haredim get from state sup-
port is indeed “basic”—at best. A Haredi family can get 
as much as 5,000 shekels ($1,400) a month in various 
forms of government assistance, according to the Israel 
Democracy Institute, a research center in Jerusalem. That 
sum, roughly equivalent to Israel’s minimum wage, is usually 
supplemented by the earnings of women in the community. 
Their employment rate is similar to that of secular Jewish 
women, but they tend to earn less, because they typically 

work part time or in lower-level jobs such as teaching.
Members of the community insist their lifestyle forges 

close social bonds, though those ties have become a 
threat in the coronavirus era. The outbreak is spreading 
much faster among Haredim than in secular Israeli com-
munities as some rabbis were slow to end prayer ser-
vices and study sessions despite a government-ordered 
lockdown. Gilad Malach, director of the ultra-Orthodox 
program at the Israel Democracy Institute, questions the
reliability of quality-of-life surveys. “I’m not sure we can 
trust that they live in paradise,” he says. When outsiders 
ask “whether they’re satisfied, they see themselves as 
obliged to say they are.”

For millennia, Jews have closely examined the found-
ing texts of Judaism, and today’s Haredim draw inspiration 
from an 18th century Eastern European movement, the 
Mitnagdim, that prized devout study. The current arrange-
ment dates to 1949, when founding Israeli Prime Minister 
David Ben-Gurion granted some 400 religious scholars 
an exemption from mandatory military service. Since then, 
the ranks of exempted scholars have surged, to about 
30,000 today. 

Haredi women have on average seven children, vs. 
just more than two for secular Jewish Israelis; by 2040, 
ultra-Orthodox will account for about a fifth of the pop-
ulation, double today’s share. That’s spurring a backlash 
among secular Israelis angered that their taxes and army
service allow the ultra-Orthodox a free ride even as the 
growing Haredi population has seen increasing politi-
cal influence. On issues from public transportation on 
the Sabbath to marriage, the Haredim have been able to 
impose their rules on all Israelis. “Our problems begin and 
end with the Haredim,” says Dan Ben-David, president of 
the Shoresh Institution for Socioeconomic Research. “It’s 
a bit of a fallacy that they don’t want to live in a modern 
world. They want to, and they certainly know how to enjoy 
all the benefits of the modern world without any concern 
for the rest of the country.”

Growing numbers of ultra-Orthodox, balking at the 
prospect of nonstop religious study or seeking to make 
a greater contribution, are embracing an alternative life-
style. Some have founded tech startups, others work in 
national security (Torah study isn’t that different from 
parsing intelligence documents), and there’s even a mil-
itary group for Haredim who want to serve, with religious 
instruction, kosher meals, and no women. “I couldn’t sit 
and study the Torah all day,” says Major Yossi Levi, who 
was raised in the community but chose a career in the 
army. “I felt like I had to make the choice alone. There is 
no choice in Haredi society.” �Ivan Levingston

Ninety-eight percent
of Haredim say they’re
satisfied with their lives
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The Socially Distanced Desk
Majid Fareed is a digital marketer for a clothing
company with a 50-person office in Karachi,
Pakistan. After lockdown, he returned to find
the desks 12 feet apart instead of 6. “We wear
masks, and each of us has sanitizer,” Fareed
says. He goes in three days a week, and on those
days the colleagues on either side of him work
from home. For meetings, his supervisor stands
in the front of the room “like a teacher giving a
lecture in the classroom. We don’t move from
our desks.” Even so, he prefers office days.
“If I stayed home, I’d be more depressed.”

Meetings in Gallery View
A weekly Beijing team meeting for Preferred
Hotel Group Inc. used to take place in a
conference room. “Now three people are in the
office and two are at home, and each sits at her
own desk,” says Caroline Klein, executive vice
president of corporate communications. One
unexpected benefit: “When you’re sitting next
to someone in a conference room, you’re not
necessarily seeing their facial expressions—you
can’t look at 10 people at the same time. But on
video, you can. You laugh more.”

Kickoffs! Check-Ins! EOD Meetups!
The Shanghai office of S4 Capital Plc recently 
reopened after two months. People working 
from home “said productivity went up because
of the kickoff meeting,” a daily 10 a.m. video chat
where staffers share their plans and do a bit of
schmoozing, says Asia boss Michel de Rijk. He
likens it to a restaurant’s 5 p.m. staff meeting.
“Everyone comes together and talks about what
the daily menu is and fires up the troops for the
busy evening.”

The Death of the Open Office
“Before Covid-19, everyone was pushing density,” 
says Michael Silver, chairman of commercial
real estate firm Vestian. “To get more density,
they were ‘hoteling’ or ‘hot desking’ ”—where 
employees don’t have assigned seats. “Now 
everyone wants to be very careful about the air 
they breathe,” he says. “No one wants to be in 
an open office or coworking environment.”

Homebodies
“None of our customers want to see us!” says 
Ravin Gandhi, CEO of GMM Nonstick Coatings, 
which has offices and factories in the U.S., China, 
India, and Europe. Instead, they’re saying “we 
can do it via phone and video.” This has forced a 
massive cultural shift. “Some of the sales team is 
shell-shocked. We’re a very high-touch business, 
flying all over to see clients”—something Gandhi 
expects to be scaled back considerably.

Goodbye, Groomed Work Identity
“On almost every call, something unexpected 
happens, like a kid walks in,” says Paul Daugherty, 
chief technology officer of consultancy 
Accenture Plc. “We’re seeing each other as 
real people. I think it’s really powerful and has 
profound workforce implications.”

We’re All in This Together
“People are volunteering to do work outside of 
their jobs,” says Denise Broady, chief operating 
officer at WorkForce Software LLC, where vice 
presidents and above have agreed to delay 
their bonuses by five months so lower-level 
employees can receive full bonuses. “It’s having 
such a positive impact on the workforce—people 
are thinking about the collective whole, not 
just themselves.”

Young-Employee Flight
“Junior-level staff are dropping out of work, 
through fear or family request,” says Humphrey 
Ho, U.S. managing director for Hylink, China’s 
largest digital advertising agency. “Some can’t 
handle it, or they’re too stressed out, so they’re 
not coming back.” He says few remember 
previous crises such as SARS or the 2008 
recession. To fill the gaps, he says, “companies 
are demanding people with more maturity.”

But You’ll Probably Still Commute
“I hear a lot of companies saying, ‘Oh, this gave 
us a chance to experiment with remote work,’ ” 
says Barbara Larson, a management professor 
at Northeastern University. “I’m thinking, Oh God, 
please don’t make any conclusions based on 
these months,” when many people stuck at home 
had jobs unsuited to remote work. Her prediction:
Full-time remote workers will increase to almost
10%, about twice the pre-pandemic rate, and 
part-timers will jump to 30%, from 24%.

What to Expect Back in the OfficeCulture
Things are about to get weird at work. In many places where offices have 
reopened, businesses haven’t returned to business as usual. We spoke to 
managers and employees around the world about the aspects of pandemic 
work culture that are here to stay—and those that aren’t. �Arianne Cohen
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This
The news, when it reached the Grand Princess early on 
March 4, barely registered at first. In a letter slipped under 
passenger cabin doors, Grant Tarling, Carnival Corp.’s chief 
medical officer, announced that the U.S. Centers for Disease 
Control had begun “investigating a small cluster” of Covid-19
cases in California that might have been linked to the ship.
Thirteen days after leaving San Francisco for Hawaii, the ves-
sel would be skipping a scheduled stop in Mexico on its return
voyage and sailing back early to its Bay Area port.

That day, passengers noticed new hand sanitizer stations 
and crew members wearing gloves, but life on the Grand 
Princess, which advertises 1,301 cabins, 20 restaurants and 
lounges, about a dozen shops, and four freshwater swimming
pools, otherwise went on as normal. Guests prepared for a
ukulele concert, played bridge at shared tables, and took line-
dancing classes. That night, Laurie Miller and her husband, 
John, attended True or Moo, a show featuring an emcee in a 
cow costume; the following morning, John joined about 200 
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Carnival’s cruise executives
knew earlier than most that

they had a Covid-19 problem.
They kept the party going as 

long as possible

other passengers in the ship’s Broadway-style theater for a
lecture on Clint Eastwood movies. “I’m surprised they’re even 
letting this event happen,” he whispered to a nearby friend. 
“This is a big crowd.”

Around lunchtime on March 5, the ship’s captain, John 
Smith, announced a quarantine over the ship’s public 
address system. All 2,422 passengers needed to go to their 
cabins to shelter in place. Laurie Miller was in the Da Vinci 
dining room eating chocolate peanut butter ice cream. “Oh 

my God,” she remembers thinking. “This is real.” Then she 
ordered more ice cream.

Other passengers ambled to the ship’s stores and dining 
areas, too, to take advantage of the perks while they could. 
“Evvverrrybody went to the buffet,” recalls 61-year-old Debbi 
Loftus, who was traveling with her parents. “I just thought, 
Oh, crap, the ukulele concert is going to be canceled.” Crowds 
of elderly guests filed to their cabins through narrow hallways 
and down the stairs of the ship’s 17 decks. Sixty-nine-year-old 

This

By Austin Carr and 
Chris Palmeri
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Karen Dever tried an elevator
only to find it packed with fellow
passengers. “So much for social dis-
tancing!” she joked aloud.

As the lockdown progressed,
the ship became a fixture on cable
news and social media around the
world, livestreamed by frustrated,
scared passengers as if it were the
Titanic of the TikTok age. Of the
first 46 crew and passengers who
were tested for the virus, 21 were
positive. President Trump suggested they should be prevented
from disembarking. At the time the number of confirmed cases
in the U.S. was still low, and Trump implied that the vessel’s
caseload would make it look like the U.S. was doing a poor job
of handling the pandemic. “I don’t need to have the numbers
double because of one ship,” he said.

But this wasn’t Carnival’s first outbreak, nor its last. In
February, another of its ocean liners, the Diamond Princess,
accounted for more confirmed Covid-19 infections than any
nation except for China. Since then no cruise operator has been
hit harder than Carnival. At least seven more of the company’s
ships at sea have become virus hot spots, resulting in more
than 1,500 positive infections and at least 39 fatalities. Carnival
notes that “other cruise companies have been impacted.”

Carnival’s ships have become a floating testament to the
viciousness of the new coronavirus and raised questions
about corporate negligence and fleet safety. President and
Chief Executive Officer Arnold Donald says his company’s
response was reasonable under the circumstances. “This is
a generational global event—it’s unprecedented,” he says.
“Nothing’s perfect, OK? They will say, ‘Wow, these things
Carnival did great. These things, 20/20 hindsight, they
could’ve done better.’”

Donald says that if his company failed to prepare for the
pandemic, it failed in the same way that many national and
local governments failed, and should be judged accordingly.
“Each ship is a mini-city,” he says, and Carnival’s response
shouldn’t be condemned before “analyzing what New York
did to deal with the crisis, what the vice president’s task
force did, what the Italians, Chinese, South Koreans, and
Japanese did. We’re a small part of the real story. We’re being
pulled along by it.”

In the view of the CDC, however, Carnival helped fuel the
crisis. “Maybe that excuse flies after the Diamond Princess, or
maybe after the Grand Princess,” says Cindy Friedman, the
experienced epidemiologist who leads the CDC’s cruise ship
task force. “I have a hard time believing they’re just a victim of
happenstance.” While it would have been tough to get every-
one aboard the ships back to their home ports without infect-
ing more people, Friedman says several of the plagued Carnival 
ships didn’t even begin their voyages until well after the com-
pany knew it was risky to do so. She says its actions created 
a “huge strain” on the country. “Nobody should be going on 
cruise ships during this pandemic, full stop,” she says.

Donald and his team say they’re 
making every effort to protect and treat 
their remaining passengers. The com-
pany has attempted to dock its fleet 
until the pandemic subsides. All but 
about 3,200 passengers and crew are 
back on shore.

Carnival’s future is less clear. 
Australian police have launched a 
criminal probe into whether the com-
pany’s Princess Cruises subsidiary 
misled authorities about an outbreak 

aboard a ship docked in Sydney, and its Costa Cruises sub-
sidiary is facing multiple passenger lawsuits regarding its 
Covid-19 response. (Princess says it’s cooperating with the 
investigation, while Costa says: “We are prepared to vigor-
ously defend ourselves.”) Carnival canceled all its cruises in 
mid-March, and its share price is down 75% so far this year. 
Its executives speak about their next moves in militaristic 
terms. They’re setting up “situation rooms,” cutting through 
the “fog of war,” countering the virus on “the front lines.” Says 
John Padgett, Carnival’s chief experience and innovation offi-
cer: “The cruise space is as bad as it gets. It’s Armageddon.”

One side effect of an Armageddon is to render the recent 
past faintly ridiculous. Last September, in Brooklyn, Padgett 
boarded another docked ship to show off his company’s new 
MedallionClass badges. The electronic fobs were meant to 
double as cabin keys and credit cards, while also tracking 
passengers’ locations as they moved around the ship. The 
offering was part of a big digital overhaul to be introduced 
on at least six ships in 2020. “We’re trying to eliminate guest 
friction,” Padgett said.

Carnival’s business had experienced a remarkable turn-
around after Donald became CEO in 2013. Over the next 
five years, the company’s market value roughly doubled, to 
$51 billion. In 2017, Donald invested in building a 180,000-ton 
megacruiser called the Mardi Gras, Carnival’s largest ship 
ever, which cost about $1 billion and is supposed to begin 
sailing in 2020 with the seas’ first onboard roller coaster.
Before the Covid-19 crisis began, the company’s nine cruise
brands employed 150,000 people.

Carnival was founded in 1972 by Ted Arison, an Israeli-
American who wanted to transform the image of the cruise
industry from stuffy ultraluxury to a middle-class splurge with
a party atmosphere. Arison’s first ship, also named Mardi Gras,
had only 300 passengers and got stuck 20 minutes after leav-
ing Miami on a sandbar where it remained for 28 hours. In the
1980s and ’90s, Arison’s son Micky bought up a string of com-
petitors, took the company public, and made his family one of
the wealthiest in America. By the turn of the century, Carnival
owned 36% of the North American market. Micky Arison bought
the Miami Heat and became friendly with Donald Trump.
(Carnival sponsored The Apprentice more than once.)

After the Great Recession crippled the cruise business,
Arison began to look like a less capable steward. In 2012, P
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“Nothing’s perfect,  OK?”
Donald
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Carnival’s Costa Concordia crashed into a rock formation and
sank in the calm seas off Tuscany, killing 32 people, including
a child, while the captain abandoned ship. The following year,
a fire in the engine room of the Carnival Triumph, now better
known as the “poop cruise,” left hundreds of guests stranded
in the Gulf of Mexico without air conditioning or working
toilets for several days. During both the Tuscany crash and
the poop cruise, Arison was spotted at Heat games.

Arison was facing a shareholder revolt by the time he
announced he was stepping down as CEO in favor of Donald,
a board member and former Monsanto Co. executive. (Arison
remains Carnival’s chairman.) Donald positioned himself as
a reformer set on improving coordination between the com-
pany’s various management teams, but he didn’t manage to
clean up its record. In 2017 the U.S. Department of Justice
fined Carnival’s Princess line a record $40 million for dumping
oil-contaminated waste at sea and falsifying official discharge
records to cover it up. Last June, Donald himself entered a guilty
plea on behalf of Carnival for violating the terms of its settle-
ment after authorities discovered that its ships kept on dumping
even after the 2017 ruling. “We acknowledge the shortcomings,”
Donald told a Miami judge. “I am here today to formulate a
plan to fix them.” He would head into 2020 committed, he said,
to changing the company’s tendency to cut corners on safety.

At 11:12 p.m. Japan Standard Time on Feb. 1, more than a
month before the outbreak on the Grand Princess, the
Diamond Princess was skimming around Asia on a multiweek
cruise. One of its sanitation vendors, Wallem Group, emailed
an alert to the vessel’s chief administrative officer and a guest
services inbox. A Wallem representative said a passenger was
being treated for Covid-19 in Hong Kong. “Would kindly inform
the ship related parties and do the necessary disinfection,” the
alert read. Unfortunately, and somewhat inexplicably, accord-
ing to Roger Frizzell, Carnival’s chief communications officer,
nobody was monitoring those inboxes. He first says the mes-
sages hadn’t been read for “at least days,” then later emails
that, actually, an employee had read them much sooner.

In Carnival’s latest version of the timeline, which it revised
repeatedly during various interviews over the past several
weeks, Nancy Chung, a Hong Kong-based director for the
Princess line, learned of the positive test a few hours later,
after seeing a report from Now News TV about a hospital-
ized coronavirus patient who was understood to have trav-
eled to Hong Kong on a cruise. Chung texted an executive
in California, who requested she connect Hong Kong health
officials with Tarling, the company’s chief medical officer,
according to screenshots of the messages viewed by Bloomberg
Businessweek. The company says these messages show it acted
promptly. But Carnival didn’t tell passengers they might have
been exposed to the virus until the evening of Feb. 3, about
43 hours after the initial alert from Wallem was sent.

There are other inconsistencies that suggest Carnival
wasn’t entirely on the ball. The Hong Kong health depart-
ment put out a press release announcing the Covid-19 case
late on Feb. 1, and at 11:33 a.m. on Feb. 2, Tarling sent an

2/1 4/14

Ships with one or more Covid-19 cases*

Ships with passengers

Ships cleared of passengers

* FOR CONFIRMED CORONAVIRUS CASES AS OF 4/15, MEASURED FROM THE START
OF A VOYAGE ON WHICH A PERSON WAS LATER DIAGNOSED WITH COVID-19

Diamond Princess,
706 infections

Costa Magica, 7
Costa Favolosa, 10

Grand Princess, 103

Ruby Princess, 660

Costa Luminosa, 60
Costa Victoria, 3
Zaandam, 9

Coral Princess, 12
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email to Hong Kong health authorities with the subject line 
“Confirmed Coronavirus Case” that included the passen-
ger’s name, age, and ward location at Princess Margaret 
Hospital. But Carnival says this was a mistake. “The subject 
line should’ve had ‘question mark, question mark, question 
mark,’ because he was asking if it’s confirmed,” says Frizzell, 
the Carnival spokesman, adding that Tarling didn’t get official 
confirmation until 6:44 p.m. on Feb. 2. Tarling says he didn’t 
see the previous day’s press release. A spokesman for the 
Hong Kong health department notes that in addition to the 
press release, it immediately informed “the shipping agent 
in Hong Kong of the cruise concerned.”

Another 24 hours elapsed before Captain Gennaro Arma 
informed passengers and crew on the Diamond Princess of the 
Covid-19 case. In his announcement, at 6:33 p.m. on Feb. 3, he 
tried to project calm as the ship cruised toward Yokohama, 
Japan. The guest hadn’t reported feeling ill during his time 
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on board, Arma said over the loudspeaker, but
passengers should avoid close contact with any-
one suffering respiratory illness, wash their hands
for 20 seconds, and seek treatment from the ship’s
nurses if they had fever, chills, or a cough. “Rest
assured, there will be no charge for this service,”
he said. Upon arrival in Yokohama that evening,
Japanese health officials started medical screen-
ings. Arma added: “The situation is under control,
and therefore there are no reasons for concerns.”

Even after Carnival became aware of the
potential coronavirus case, passengers say staff
tried to keep the fun going. Guests con-
tinued eating and drinking at buffets and
bars, hanging out in saunas, and attending
shows, including an operatic performance
called Bravo. Carnival distributed itineraries
(known as “Princess Patter”) guiding guests
to trivia contests and other group activities
on Feb. 3. “They were encouraging us to
mingle,” says Gay Courter, who, after get-
ting her temperature taken by a Japanese official
the next day, went for a walk on deck and saw
tables of as many as 30 people playing mahjong.
A Carnival spokesman says the staff discon-
tinued “most” scheduled activities on Feb. 4,
though Japanese officials didn’t institute a ship-
wide quarantine requiring passengers to stay in
their cabins until Feb. 5.

The president of Carnival’s Princess Cruises
division, Jan Swartz, says the company was
deferring to Japanese health officials. She says
the crew followed government guidelines,
delivering the passengers food and pre-
scription refills as the quarantine at
Yokohama’s port wore on. Carnival CEO
Donald says he was aware of the situation
but didn’t personally take control of the
response efforts until Feb. 5. “We have a
nice chain of command,” he says. “As it
became a bigger issue, I’m dialing into the
situation updates.”

It was an increasingly chaotic period
for Carnival. Shortly before the Diamond Princess
problem, there had been a coronavirus scare
aboard one of its ships near Italy, and a second in 
mid-February on another Carnival cruise in Asia. 
(Carnival says these were false alarms.) Countries 
around the world began refusing to allow the com-
pany’s boats to dock, fearing they’d spread the 
virus, creating novel challenges for Donald and his 
team. “It wasn’t like there were protocols, and that 
this was established. You’re at sea, you’re moving 
people around, and the rules are changing as you 
go,” he says. He adds that by early March, when the 
virus hit the Grand Princess, Carnival had systems 

in place to take better care of its guests. Some
Grand Princess passengers had to fill out a ques-
tionnaire asking if they’d recently been to China,
though there were no questions about whether
they had symptoms consistent with Covid-19.

On March 5, after the ship’s crew canceled 
the ukulele concert and any further games of 
True or Moo, the Grand Princess went into a 
holding pattern off the San Francisco coast while 
the White House and state and local officials fig-
ured out what to do. Passengers were stuck in 
their cabins for almost two weeks as helicopters 

delivered provisions and test kits.
The Grand Princess pulled into port on 

March 9 in Oakland, Calif., where the CDC 
mostly took over. Like those aboard the 
Diamond Princess, the passengers endured 
an additional 14-day quarantine after dis-
embarking before being allowed to travel 
home. Between the Diamond Princess and 
Grand Princess, 850 people tested positive 

for Covid-19 and 14 have died. More would fol-
low from outbreaks on other ships.

Asked why Carnival didn’t act sooner to ini-
tiate stringent shipwide quarantines, and why 
so many passengers reported being able to 
stroll about the ships following alerts of possi-
bly deadly infections, Swartz says the company 
was following the direction of health authorities. 
“It’s very easy and Monday morning, you know, 
20/20 hindsight, to say what’s the view of what 
should have been occurring,” she says. “We did 
our best to take care of people.”

Carnival executives say they’re proud 
of how they served the customers aboard 
these cruises. They refunded everyone’s tick-
ets and onboard purchases, provided free 
internet access during the quarantines, and 
assisted with post-cruise travel accommo-
dations. Swartz, who notes she’s had “many
tours of duty in crisis management” during
her 20 years at Carnival, says she expects the
experience to make customers more likely

to cruise with the company, not less. “There
are many loyal Princess guests who have told
us that this has actually cemented Princess as
their No. 1 vacation choice,” she says.

During Bloomberg Businessweek’s March 27
phone interview with Swartz, reports sur-
faced that four more people had died and at
least 138 passengers were sick aboard another
Carnival ship, the Zaandam, part of its Holland
America line. Over the following days, the ship
lingered near the coast of Fort Lauderdale wait-
ing for government permission to dock at Port 1,
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Photographs from passengers  
aboard the Grand Princess

① A helicopter flies over the Grand Princess preparing 
to drop supplies. ② Crew members wear masks during 
the quarantine. ③ Containers of food are delivered to the 
guests being kept isolated in their cabins. (“I wouldn’t 

have fed it to my worst enemies,” says passenger Karen 
Dever.) ④ Passengers Laurie and John Miller leave the 
ship. ⑤ The typical quarters guests were confined to 
weren’t especially roomy.
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Everglades, Fla. Yadira Garza, who embarked on the Zaandam
for her honeymoon, says from the ship that she and her hus-
band are terrified. “The crew are sick and getting sicker. It’s a
matter of time before it gets to us and we’re infected,” she says.
“For some people, it will be the last trip of their lives.”

As of early April, Carnival still had passengers at sea, nearly a
month after the CDC issued a March 8 public advisory to “defer
all cruise ship travel worldwide.” Spokesperson Frizzell says
Carnival wasn’t under any legal obligation to follow the CDC’s
advice. “The advisory is not an edict,” he says.

Donald and Swartz say there’s nothing they could’ve done
to halt further infections in February, when, they say, the world
still didn’t grasp how much the virus was spreading outside
China. But the U.S. declared a public health emergency and
restricted travel to China on Jan. 31, even as Carnival ships con-
tinued to sail around Asia. There were other early warnings:
Padgett, the innovation chief, says that in January—after he’d
communicated with a manufacturer in Wuhan, the origin of
the pandemic, about making batteries for the digital badge sys-
tem—the leadership, including Arnold Donald, all knew about
the scale of the coronavirus outbreak. Padgett says he became
aware of the problem’s magnitude on Jan. 25—he remembers the
exact date because it was the day before Kobe Bryant died. “The
biggest thing about that—it’s a learning I don’t think I’ll ever
forget, and we shared it with Arnold when we were talking—
is that we actually had insight into the global situation much
earlier than most,” Padgett says. Carnival canceled cruises set
to embark from mainland Chinese ports, but these measures
don’t appear to have altered anything for ships making mid-
cruise stops around Hong Kong or other parts of Asia.

Carnival executives also make the highly questionable asser-
tion that cruise ships don’t spread disease more easily than it
would spread elsewhere. “Nothing to do with cruise ships,”
Donald says. Covid-19 spreads the same in “an airport ter-
minal, a subway station, a restaurant, a theater, a stadium.”
That’s misleading, says Friedman, from the CDC’s cruise ship
task force. Her team has seen coronavirus infection rates
approaching 20% on two of Carnival’s ships, she says, much
higher than the spread in a supermarket or subway. Part of
the problem, she says, is that cruises are often populated with
people at greater-than-average risk for the disease. (More than
two-thirds of the Zaandam’s passengers are older than 65, she
says.) Crew members sleep in bunk beds and usually share bath-
rooms. “If these ships had stopped sailing, our large team could
all be working on helping states and local public health author-
ities with their community outbreaks,” she says. In apparent
response to these discrepancies, Frizzell emails a BuzzFeed arti-
cle reporting that multiple people had died from a Covid-19 out-
break at a family burial service—his point being that viruses 
spread on Carnival’s ships just as they do at funerals.

Since 2016 the company has failed 3% of CDC ship health 
inspections—three times worse than rival Royal Caribbean 
Cruises Ltd., which fails 1% of inspections. In an interview, 
these statistics seem to surprise Donald. “What? We fail health 
inspections?” he says when asked about them. After gathering 
his thoughts, he adds, “I would say, though, that we do not have 

a record in any shape, form, or fashion of being unhealthy, of 
guests on our ships being more ill than in other travel venues, 
period, let alone other cruises.” 

Why didn’t Carnival simply dock every ship immediately 
after their initial crises? “In effect, that’s what people have 
been trying to do. But what happened was, ports close, airports 
close, borders close, and even now, we have tens of thousands 
of crew on our ships that we can’t get home,” Donald says. “It’s 
not because we want them all on the ships. It’s because things 
close down and we couldn’t get them off.”

As of publication, Carnival had two of its 100 ships still at sea. 
Donald, who’s working remotely from his home in Florida, says 
he’s under constant stress from nonstop conference calls. “The 
days go by so quickly,” he says. “Sometimes it’s hard to leave 
the bedroom, because the calls start so early you haven’t gotten 
dressed or showered yet, and then you’re waiting for a break 
in the calls so you can do that. It’s so crazy.”

Along with overseeing the fleet, he’s been working the 
phones to raise money, including a fresh $575 million in equity 
for a bargain $8 a share. He says these funds will give Carnival 
enough liquidity to survive an extended pause in its operations. 
“Obviously, we’re hurting,” he says. “If we don’t bring capital 
in, we wouldn’t have a company.”

Although Arison has spoken with Trump during the cri-
sis, Carnival and its rivals were left out of a federal bailout 
of U.S. businesses, in part because they aren’t, legally speaking, 
U.S. businesses. Carnival paid $71 million in taxes on $208 bil-
lion in revenue last year to Panama, where it’s technically 
incorporated. “There was very strong bipartisan opposition 
to a cruise industry bailout, and there will continue to be,” says 
Democratic Senator Richard Blumenthal of Connecticut. “They 
have flown under international flags, and abated or skirted 
taxes, with a record of predatory conduct. They need to prove 
that they’re going to follow American norms and  laws.”

Donald acknowledges that his company doesn’t pay the IRS 
like a typical company. “It’s true that as a corporation, we don’t 
pay income tax,” he says. But he says Americans benefit from 
the port and harbor fees that Carnival pays in accordance with 
the demands of the maritime industry. While the fleet is out of 
service, Padgett is continuing to invest in technology upgrades, 
and Swartz says she’s working to “dramatically improve our san-
itation protocols.” Donald says it will take some time for all the 
“negative noise” about cruising to go away, but there are indi-
cations people still want to cruise.

On that point, he may be right. According to a recent Carnival 
filing with the U.S. Securities and Exchange Commission, half  
of customers who sought cancellations between March 2 and 
March 15 for upcoming bookings opted to take credit for future 
cruises instead of a full refund. Almost all the passengers inter-
viewed for this story say they’d cruise with the company again. 
After all, Carnival offered many of them free vouchers for future 
trips. “The more you travel with them, the more goodies they 
give you,” says Courter, a survivor of the Diamond Princess. 
“It’s like rats and cocaine.” <BW> �With Jonathan Levin, Michael 
Smith, and K. Oanh Ha
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▲ A mail carrier makes his rounds in Midtown Manhattan in early April



The nation’s first 
essential service is 
experiencing a surge  
of appreciation. What  
it needs, however, is 
more business and more 
government support 

The U.S. Postal Service Has Never Been 
More Important — or More Endangered

47

April 20, 2020

By Devin Leonard
Photographs by 
Christopher  
Gregory-Rivera



48

Bloomberg Businessweek April 20, 2020

Jonathan Smith, president of the 
American Postal Workers Union’s 
New York Metro chapter, favors social 
media for communicating with his 
5,000 members, who toil in post offices 
and sorting centers in the Bronx, 
Manhattan, and New Jersey. If you’d 
gone to the chapter’s Facebook page 
a year ago, you’d have found Smith in 
videos prodding them, often with gruff 
geniality, to attend the union’s rallies, 
sign up for its annual summer shindig, 
or be more appreciative of his efforts 
as their leader.

Early in the coronavirus crisis, the 
videos focused on reminding everyone 
to practice social distancing and wash 
their hands. By mid-March, Smith, 
who’s 51 and heavyset, with long dread-
locks, had become more impassioned, 
sometimes banging the table with both 
hands to underscore the urgency of his 
points. Some postal workers had tested 
positive. Several had died. Those still on 
the job were clamoring for protective 
gear, Smith railed, and the U.S. Postal 
Service wasn’t providing it. 

He said his members weren’t afraid 
of hazardous conditions—they’d been 
through the post-Sept. 11 anthrax scare, 
and they live with the possibility of 
mail bombs. “We are proud to do what 
we do,” the union leader said in a video 
on March 29. “But when you don’t have 
gloves, when you don’t have sanitizer,
when you don’t have masks, when you
don’t have wipes, you’re not asking us
to work in a hazardous situation, you’re
asking us to commit suicide!”

As if things weren’t bad enough
at the USPS already. The woes of the
245-year-old service are familiar. Mail
volume has collapsed. Financial trouble
is relentless. The U.S. president takes
potshots. In October, Megan Brennan,
the 74th postmaster general and the first
woman to hold the title, announced her
retirement, having failed to halt the
slide into insolvency. She’s still in the
job, though, because the service can’t
seem to find anyone else with her qual-
ifications to do it.

At the same time, the crisis has
brought moments of pride and
hope. Throughout the country, as

governments have asked or ordered 
their citizens to stay home, Americans 
have been reminded of the role the 
USPS plays in their life: It’s perhaps the 
nation’s oldest essential service. “Letter 
carriers are getting thank-you notes in 
their mailboxes,” says Mike Hayden, 
president of Branch 100 of the National 
Association of Letter Carriers in north-
western Ohio. “Kids are writing thank-
yous in chalk on the sidewalk.”

The bitter irony is that just when 
the Postal Service is again proving cru-
cial, its future has never seemed more 
tenuous. Even with a rise in package 
deliveries, the economic downturn 
is devastating the USPS. In a letter on 
March  24 to Senate Majority Leader 
Mitch McConnell, House members 
Carolyn Maloney (D-N.Y.) and Gerry 
Connolly (D-Va.) said the USPS might 
run out of cash by June and urged him 
to include $25 billion in aid in the con-
gressional stimulus bill that ultimately 
provided $2.2 trillion in relief. “We are 
barreling toward a catastrophic collapse 
if we don’t take action,” Connolly says.

The White House would agree 
only to permit the USPS to borrow an
additional $10 billion from the U.S.
Department of the Treasury to cover
its Covid-19-related shortfall. That was
at the direct order of President Trump,
according to a senior administration

official. Trump and the USPS have had 
a fraught relationship. In 2017, and again 
on April 7, he questioned the intelli-
gence of its senior officials, saying it 
loses money on its contract to deliver 
packages for Amazon.com Inc., whose 
chief executive officer, Jeff Bezos, is not 
coincidentally owner of the Washington 
Post, which has frequently broken sto-
ries that are unflattering to the adminis-
tration. The USPS says it makes money 
from the Amazon deal.

Robert Duncan, chairman of the 
Postal Service Board of Governors and 
a Trump appointee, called the $10 bil-
lion loan “a nice start” but cautioned 
that it wouldn’t be enough to stave off 
“a liquidity crisis” at the agency. The 
Postal Service recently told Congress 
that because of the virus, it sees mail 
volume falling by 50% in the third 
quarter of the fiscal year that ends in 
September and 57% in the fourth. 

Meanwhile the USPS workforce 
grows more jittery. According to the 
World Health Organization, the virus 
is unlikely to be transmitted via let-
ters and packages, but that still leaves
a huge challenge keeping 630,000
employees from being infected by co-
workers or customers. 

“This thing has progressed to the 
point where we’ve had four or five 
deaths now,” Smith said on April 1, 
referring to his part of the country. “I 
got another report today that some-
body else has died from contracting 
this virus. So this is not a matter of 
right and wrong. This is not a matter of 
the union vs. the Postal Service. This is 
a matter of life and death.” As of April 
9, 483 had tested positive for Covid-19, 
and some had died; the USPS declined 
to give a number.

The USPS delivered 143 billion items 
last year, almost half the world’s mail. 
It maintains 31,000 post offices, 276 pro-
cessing and distribution plants, and 
228,000 trucks and vans. Revenue in 
2019 was $71 billion, which the Postal 
Service boasts would have made it 
No. 44 on the Fortune 500 if it were a 
private-sector company.

Even so, the USPS was whipsawed by D
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the last financial crisis, which hastened 
the decline of hard-copy communica-
tions in the U.S., and the agency has 
never recovered. In a congressional 
hearing last year, Brennan, a plain-spo-
ken former letter carrier from Pottsville, 
Pa., lamented that mail volume had 
fallen by 31% since 2007, forcing the 
USPS to default on $48 billion in man-
dated prepayments for future retirees. 
“Our business model … is unsustain-
able,” she said. The USPS is severely 
constrained in its ability both to raise 
prices and to cut costs. When it pro-
posed in 2013 to end Saturday deliv-
ery, which it said would save $2 billion 

annually, Congress quashed the idea.
Brennan has been pleading fruit-

lessly for congressional action since she
became postmaster general in 2015. It
hasn’t helped that unlike the Obama
administration, which treated the USPS
with indifference, the Trump White
House has been openly hostile. In addi-
tion to his criticism of management,
Trump has pushed for privatization.
Germany, Britain, and Sweden have all
made this move with their services, but it
has little chance of receiving congressio-
nal approval in the U.S. It’s unacceptable
to the agency’s politically active unions
and their allies on Capitol Hill.

Brennan announced her resignation 
in the fall. In the past the USPS has 
had a successor ready at transitional 
moments. That it didn’t this time 
speaks to how unenviable the posi-
tion has become. In January, Brennan 
agreed to postpone her retirement and 
continue on until the board could find 
her replacement.

She soon found herself facing one of 
the greatest crises in the agency’s his-
tory. The first order of business was 
employee safety. In early March the 
USPS formally advised workers to fol-
low the Centers for Disease Control and 
Prevention’s guidance on hand-wash-
ing and social distancing. The agency 
issued directives to increase the number 
of daily cleanings for facilities and deliv-
ery trucks. It also reached a deal with its
unions to make it easier for employees 
to use sick time and another allowing 
it to hire employees who wouldn’t be 
eligible for full benefits as absenteeism 
rose. (In addition to the workers who 
are sick or fearful, some are staying 
home to be with their children, whose 
schools have closed.) “Not a lot of peo-
ple are coming to work, either because 
they are sick or they are scared,” a letter 
carrier in Upper Manhattan said as he 
made his rounds in late March. He asked 
not to be identified for fear of alienating 
his superiors.

Soon the USPS was taking more rad-
ical measures. W.W. Grainger Inc., the 
service’s chief supplier of masks and 
gloves, was struggling to fill orders for 
its many clients, which also include hos-
pitals. So mail carriers were told they 

“Not a lot of people 
are coming to work, 

either because  
they are sick or they 

are scared”

▼ Smith at the main post office branch in Manhattan
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could use their USPS-issued credit 
cards, which are usually reserved for fuel 
purchases, to buy any protective equip-
ment they could find at gas stations and 
auto repair shops. Employees at post 
offices were instructed to put tape on 
the floor to keep customers 6 feet apart 
and to place shower curtains or plastic 
sneeze guards at retail counters.

It was one thing for Brennan to issue 
edicts from headquarters and another 
to get managers to carry them out, 
though. “There are certainly places 
where the word doesn’t get down,” 
says Paul Hogrogian, national presi-
dent of the 44,000-member National 
Postal Mail Handlers Union. By mid-
March, the APWU’s Smith was pound-
ing the table. He says now that when he 

asked for gloves and masks, supervisors 
told him CDC guidance didn’t call for
them. “What I kept getting was, ‘Well,
CDC requires this, CDC requires that,’” 
Smith says. “I got so tired of hearing 
about CDC requirements. I wanted to 
hear more about common sense.”

In his videos, Smith argued that if the 
USPS couldn’t ensure worker safety, it 
should shut down for several weeks 
until it could figure out which employ-
ees were sick to prevent the further 
spread of the disease. Postal workers 
across the country responded by post-
ing messages on his chapter’s Facebook 
page, saying they wished the pugna-
cious Smith was their leader.

Smith acknowledges that his ulti-
matum put him at odds with APWU’s 
national leaders, who haven’t been as 
critical of the Postal Service’s handling 
of the pandemic. Smith says he’s told 
leadership—people who, in his view, 
haven’t worked shoulder to shoul-
der with their members in years and 
don’t really know what’s going on—
that he wasn’t going to be “politically 
correct” in his videos. He says he got a 
call from a USPS official who told him 
he could lose his job for disparaging
the agency. “I said, ‘If you want me to
shut up, then protect my employees,’” 
Smith recounts. “I’m not going to be 
intimidated by their threats.” Mark 
Dimondstein, president of the APWU, 
says that the USPS has been doing the 
best it can and that he doesn’t want to 
debate the head of his union’s largest 
chapter. A USPS spokesman declined 
discuss whether anybody at the agency 
tried to silence Smith.

The desire of postal officials and most 
union leaders to present the agency in 
the best possible light is understand-
able considering what’s been happen-
ing in Washington. As the stimulus bill 
was being crafted in March, both fac-
tions were appealing to Congress for 
help. The Democratic-controlled House 
proposed, in addition to the $25 billion 
emergency appropriation, the forgive-
ness of an $11 billion debt held by the 
Treasury Department. Postal union offi-
cials and lobbyists for companies and 

“Rather than 
enhance and 

uphold and 
strengthen the 
Postal Service, 

it seems this 
administration is 

using the crisis 
to move in with 

their privatization 
agenda”

▲ A carrier in Lower Manhattan. Package deliveries are up, but not enough to offset the dropoff in mail
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nonprofits that use the mail say there
was some Republican support in both
chambers for direct financial aid.

Trump steadfastly opposed any cash
infusion. The senior official who con-
firmed this says the administration was
loath to use the stimulus to rescue an
agency it considered on the verge of fail-
ure before the crisis began. Why throw
money at the USPS, the official asks,
when the administration had already
proposed measures that would restore
its financial health, such as eliminating
the rights of the postal unions to collec-
tively bargain for wages?

The USPS responded with muted
disappointment to the $10 billion loan
Trump ultimately agreed to, issuing a
statement saying that, though it appre-
ciated having the option, borrowing
more money wouldn’t forestall disaster.
The service’s supporters say the loan
will only worsen the agency’s financial
woes, and the APWU has offered an
even stronger critique. “Rather than
enhance and uphold and strengthen
the Postal Service, it seems this admin-
istration is using the crisis to move
in with their privatization agenda,”
Dimondstein says.

Now attention turns to the next stim-
ulus bill. House Speaker Nancy Pelosi
is talking about including as much as
$4 billion to increase voting by mail in
the November presidential election.
Supporters like the implications: The

USPS, beleaguered though it is, stands 
ready to rescue American democ-
racy, which like so much else has been 
imperiled by the virus. Trump says he’s 
opposed. “I think mail-in voting is hor-
rible. It’s corrupt,” he told reporters on 
April 7, though there’s little evidence of 
this. He then acknowledged that he’d 
voted by mail himself in the last Florida 
election.

If there’s good news for the USPS, 
as the virus spreads and mail volume 
declines, it’s that Grainger is now pro-
viding workers with sufficient pro-
tective gear. “At this point in time, 
there’s absolutely no reason that any 
employee in the Postal Service should 
not have the personal protective equip-
ment that they need out in the field,” 

says Ronnie Stutts, president of the 
115,000-member National Rural Letter 
Carriers Association. “Masks and gloves 
have been made available to everyone. 
We’re now hearing that we have liter-
ally hundreds of thousand of bottles of 
hand sanitizer.”

In New York, Smith sees improvement, 
too. “I will admit they’re starting to get 
the supplies up to speed,” he says. “I’m 
not getting as many calls about the lack 
of gloves, the lack of masks.” Still, Smith 
says, sanitizer and wipes are scarce.

So, it would seem, is time. But the 
USPS will again remind everyone of 
its essentialness to American life soon 
enough. Stimulus checks should start 
appearing in mailboxes around the end 
of this month. <BW>
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a farm in Naivasha, Kenya
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As people everywhere cancel their weddings and
big stem orders, the ripples are spreading to
Dutch auction halls and the rose fields of Kenya

By Zeke Faux, David Herbling,  
and Ruben Munsterman

Photographs by Sem Langendijk,  
Brian Otieno, and Bryan Thomas

WHEN MEREDITH DEAN PICTURED HER MAY WEDDING, 
she imagined her guests walking through a meadow of wild-
flowers. The bridesmaids would carry bouquets, the grooms-
men would wear boutonnieres, and a circle of flowers would 
surround Dean and her beau as they exchanged vows. A wall 
of flowers would serve as a backdrop for photos. Vases of 
buds would run down the center of long dining tables in a 
barn in New York’s Catskills. Still more flowers would hang 
above the dance floor.

Dean had chosen the date so spring blooms would be at
their peak: bright yellow daffodils, fragrant purple hyacinth,
puffy peonies, hydrangea, and, of course, roses. She hadn’t 
set a budget yet, leaving it to her floral designer to decide how 
many stems to order. “It would be a lot,” she says.

As reports of U.S. Covid-19 cases mounted in early March, 
Dean, a 29-year-old who works in development at the Museum 
of Modern Art in Manhattan, checked the news obsessively. 
When authorities cautioned against holding events for more 
than 250 guests, her colleagues told her not to worry—the wed-
ding was still months off. And then on March 15, the Centers 
for Disease Control and Prevention said Americans should 
avoid gathering in groups larger than 50 for the next eight 
weeks. Dean’s wedding was seven weeks away, and she was 
expecting about 100 guests.

There wasn’t much for her and her fiancé, David Bradley, 
a research scientist for a pharmaceutical company, to dis-
cuss. Neither of them would put friends and family at risk. 
The next day, her first working from home in New Jersey, 
Dean called her wedding planners and told them she wanted 
to postpone the celebration. She was calm on the call, but 
when she hung up, she sobbed. “I’m not ashamed of having 
feelings,” she says.

A delayed wedding is hardly a disaster during a pandemic 
that’s killing thousands of people a day, as Dean is quick to
note. But in greenhouses from the highlands of Ecuador and
Colombia to the shores of Kenya’s Lake Naivasha, growers 
were already stacking roses in compost heaps. Within days 
of the lockdown orders in the U.S. and Europe, as events 

Laura Clare at her shop 
in Bernardsville, N.J.
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Flower carts at the Naaldwijk
auction house in the Netherlands

were canceled, restaurants closed, and offices emptied,
demand for stems evaporated.

The crash of the $8.5 billion global trade in cut flowers
shows how quickly and distinctively the new coronavirus
is disrupting supply chains, even in places where it isn’t yet
pervasive. After only a few weeks of quarantine, Vermont
farmers are dumping milk in manure pits because of can-
celed orders from schools. Crops are withering in Europe
as closed borders prevent migrant farmworkers from har-
vesting them. American chicken wing prices cratered before
what’s normally a March Madness-driven boom. In India,
farmers are unloading ripening grapes at one-sixth the usual
price. It’s an open question whether, when consumers start
spending again, their former suppliers will still be around
to sell to them.

One of the first people Dean texted after she postponed
her wedding was her floral designer, Laura Clare, who works
from the first floor of a quaint gray building with white trim in
Bernardsville, N.J. Clare, who’s been in business for 20 years,
sells bouquets during the week, and on weekends she designs
elaborate arrangements for big events. Her wedding clients
typically spend from $5,000 to $10,000.

Dean was one of the first brides to contact Clare after the
CDC recommendation. Within a few days, all Clare’s clients
planning April weddings were scrambling to pick dates in the
fall. She had to tell brides that some flowers, such as cherry 
blossoms, might not be available then. Soon, as the number 
of Covid-19 cases in New Jersey passed 1,000, the governor 
ordered all but essential businesses to close. Florists didn’t 
make the cut.

With her supply wilting, Clare started giving bouquets away, 
delivering some to older parishioners at a local church. She fur-
loughed her five full-time employees and canceled her flower 
orders, which usually total at least $5,000 a week. She’s apply-
ing for a Small Business Administration loan that would let her 
put her workers back on the payroll. “I’ve been through 9/11,” 
Clare says. “I’ve been through Hurricane Irene, Hurricane 
Sandy. I’ve never seen anything like this before.”

Van der Meer  
at Naaldwijk

FLOWERS ARE USUALLY ORDERED ABOUT TWO WEEKS IN 
advance, so Clare hadn’t yet placed orders with her whole-
saler in New Jersey for Dean’s wedding. But she’d been plan-
ning to request some hard-to-find blossoms from an auction in 
the Netherlands. More than 40% of the world’s flower exports 
pass through that country’s auction houses.

The flower trade is a miracle of modern capitalism. A 
chain of cold storage starts with stems being picked in places 
as far-flung as Africa, the Middle East, and South America, 
then packed into refrigerated trucks, driven to refriger-
ated planes, and flown to Amsterdam to be auctioned off. 
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They’re then repacked into more cold trucks and planes
and delivered to supermarkets, florists, and bridal bouquets
across Asia, Europe, and the U.S.

The auctions are run by a cooperative, Royal FloraHolland,
formed a century ago by a group of growers who met in a pub
and devised a system to better control how their flowers were
sold. Royal FloraHolland now runs four auction sites that
handle the bulk of the global trade. Its facility in Aalsmeer,
a concrete warehouse larger than 75 soccer fields, is one of
the biggest buildings in Europe. Each day before sunrise,
workers fill it with truckloads of chrysanthemums, roses,

and tulips. Buyers assemble in rooms filled with computer 
screens, where photos of each lot are displayed. Clare’s order
likely would have gone from her wholesaler to a broker here.

The blooms are sold under the traditional Dutch auction 
system, in which prices start high then tick lower as a clock 
counts down. The first buyer to pounce wins. As the lots are 
bought, electric tractors pull long trains of wagons loaded 
with blooms from one side of the warehouse to the other. 
The average day sees more than 100,000 transactions. Most 
of the flowers end up elsewhere in Europe, in under 12 hours.

Spring is usually a busy season, with weddings, Mother’s 
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The auction hall at Naaldwijk, where stations 
have been closed to ensure social distancing

Day, and Easter. And in the early days of March, even as
the Netherlands was reporting its first coronavirus infec-
tions, the auctions went off as usual. But after Italy imposed
a national lockdown, France ordered nonessential stores
to close, and Germany called for the cancellation of most
events, the market collapsed.

March 16, the same day Dean postponed her wedding, was
the “blackest day” at the auctions, says Fred van Tol, interna-
tional sales manager at Royal FloraHolland. Growers were call-
ing him in a panic. “Those are difficult phone calls,” he says.
“Their life work is about to implode.”

Rose prices dropped to €0.07 (8¢) a stem that day, down
70% from their price a year earlier. Traders struggled to make
any deals. At the Naaldwijk auction site, outside The Hague,
workers tossed cartful after cartful of wrapped bouquets and
potted houseplants on the floor so small tractors could scoop
them into dumpsters. The auction house could stabilize prices
only by capping supply at 30% of last year’s level.

In normal times, Dave van der Meer, who runs his own
flower export business, wakes up each morning at 4:30 to start
his day at the Naaldwijk auction. He’s been walking through
the rows of flowers for most of his 50 years, since he was a
toddler visiting his father at work. The auction has now gone
quiet. “You can fire a cannonball in the flower hall without hit-
ting anybody,” he says. Royal FloraHolland has asked buyers
to bid from their home computers if possible. With prices so
low and flights restricted, many growers have stopped sending

flowers altogether. The cooperative estimates the outbreak 
will lead to more than $2 billion in losses. 

Van der Meer says it took one and a half weeks to shred all
the unsold flowers at Naaldwijk. Even with all the waste, the
Dutch florist who customarily donates thousands of blossoms 
for the pope’s Easter Mass decided not to send any this year, 
to protect volunteers. The pontiff ultimately performed the 
liturgy inside St. Peter’s Basilica rather than outside in the 
square surrounded by 30 tons of flowers and 80,000 people.

BEFORE THE PANDEMIC, 42 OF THE CARGO FLIGHTS
arriving at Aalsmeer each week came from Kenya, whose 
climate allows roses to grow year-round. The East African 
nation ships about $1 billion worth of flowers a year, mak-
ing it Europe’s biggest supplier. That figure represents ten-
fold growth since the 1990s, as investments in infrastructure 
made large-scale exports possible. More than 150,000 peo-
ple now toil on Kenyan flower farms, many of them women. 
The work is grueling, with long shifts in steamy greenhouses, 
and laborers earn as little as $70 a month, but it’s a steady
paycheck in a country where those can be hard to come by.

Billy Coulson employs 1,200 people at Nini Flowers, one of 
many farms in a valley north of Nairobi, near Lake Naivasha. 
Giraffes sometimes wander up to his 50 greenhouses, from 
which he usually exports 2.2 million stems each week. He
offers nine varieties of roses, pink and orange and yellow
and red, selling mostly to big European supermarket chains 
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such as Morrisons. Coulson, 56, was raised in the U.K. and
went to work for Kenyan flower farms after serving in the
infantry of the British army. He lives on-site with his wife
and three children.

Business was strong in February, he says. His first cancel-
lations came in early March, even before Kenya saw its first
Covid-19 case. “We knew there was a problem in China,”
Coulson says. “We had no idea of the scale.” By mid-month
his sales had dropped by more than half.

His costs, though, haven’t fallen. He still has to buy chem-
icals, fertilizer, and water, and to pay his workers to harvest
the flowers, chop them up, and pile them for disposal. He’s
cut his staff to half time—two weeks on and two weeks off. He
estimates he’s losing €300,000 ($327,930) a month, a level of
disruption far worse than the Kenyan postelection violence and
global financial crisis of more than a decade ago or than the
Icelandic volcanic ash cloud that grounded many cargo flights
in 2010. “It’s a black hole,” he says. “If this goes on for three or
four months, we’re faced with the prospect of closing down.”

The workers will suffer most if farms shutter. Justerian
Iminza, a 38-year-old rose harvester for Nini, says she’s
already unable to afford breakfast or lunch for her family. A
widow with two daughters and a son, she migrated to Lake
Naivasha to find work on the flower farms. Her job is a good
one, as far as the industry goes. It’s unionized, and the farm
is fair-trade certified. After 13 years at Nini, she was earning
about $110 a month, plus a $25 housing allowance. But now

she’s making half as much. Her credit cooperative has limited 
withdrawals and stopped making emergency loans. She says 
that Nini has discussed providing $10 a month in emergency 
relief or distributing maize flour, but that nothing has been 
decided yet. “We are all worried,” she says. “We don’t know 
how long it will last.”

DEAN RESCHEDULED HER WEDDING FOR AUG. 15, PICKING
that date over one in June (too soon) and Halloween (too close
to the U.S. presidential election). Her venue, photographer,
and floral designer were all amenable to the switch, but DJ Ben 
had another gig.

She’s only cautiously optimistic she’ll be able to get mar-
ried in August. New Jersey is now a hot spot, with more than 
2,300 coronavirus deaths, and New York Governor Andrew 
Cuomo has extended his state’s stay-at-home order through 
the end of April. Even if some businesses reopen soon, no 
one knows whether an August wedding in the Catskills will 
be advisable or permitted. Coronavirus is now spreading in 
Kenya, too. President Uhuru Kenyatta locked down much
of the country on April 6. In Ecuador, another major rose
exporter, hospitals and funeral parlors are overwhelmed.

Dean says she’s grateful her floral designer, Clare, will be 
able to work with her in August, but Clare doesn’t know what 
she’ll be able to import once she reopens. Dean’s vision for 
her wedding flowers is all but gone. “They’ll still be beauti-
ful,” she says. “But I know what they were going to be like.” <BW>
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to a dump site at Nini
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A twist on communes,  
these next-level “intentional 
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and a playhouse, which tonight is putting on an outdoor
performance of Hair. Among its several restaurants and cafes,
he boasts, is one of the best sushi spots in Georgia, obses-
sively constructed in a traditional style of Japanese carpen-
try (using wooden pegs instead of nails) with the help of Kari
Pei, daughter-in-law to the great I.M. Pei.

The whole concept began as one man’s quest to build his 
own personal Arcadia, which might explain why the homes 
look surrealistically idyllic. Some are inspired by Southern 
farmhouse vernacular, fronted by wide porches adorned with 
climbing jasmine or clematis. Yards planted neatly with native 
perennials (azalea, hydrangea) and edible herbs (Russian sage, 
wild strawberries) prompt one man on the tour to ask about 
monthly landscape maintenance fees. Nygren smiles mischie-
vously. “It’s probably half of what most of you are all paying 
now,” he says. “Using indigenous plants and bushes actually 
saves money, because we use a lot less water and no pesti-
cides. Never mind the health and environmental benefits.”

Serenbe is one of a few dozen relatively new utopian-lite 
communities in the U.S., all echoing a rich tradition that
stretches to the American
Shaker movement of the
1780s. Around the world,
these developments have bal-
looned in number in recent
years, to about 1,200 in 2016,
according to the Foundation
for Intentional Community, a

O n a mild autumn Saturday, I join a group 
of prospective homeowners for a walking 
tour of Serenbe, a 1,400-acre community 
of 700-plus residents about a half-hour 
southwest of downtown Atlanta. We 

meet our guide, Steve Nygren, at Serenbe’s organic farmers 
market, which is composed of about a dozen stands tucked 
into an opening in the woods. 

Nygren, who’s also the enclave’s founder, is a lean, 
sprightly man in his early 70s with a thick shock of pure
white hair. He opens on a philosophical note: Most inten-
tional communities—carefully planned residential networks 
designed with social cohesion in mind—“are built upon a spe-
cific social, political, or spiritual belief,” he says. Serenbe is 
different. It’s not a commune, though community is a big part
of why people move here. It’s not spiritual either; instead,
its guiding principles are sustainability, wellness, and land
conservation. And it’s not an elitist gated development like
the nearby golf-oriented River Club; instead, it’s more like 
a vibrant city neighborhood plopped into an idyllic natu-
ral setting. Serenbe is one of an increasing number of such 
intentional communities devoted to improving human and 
environmental well-being. Call them eco-enclaves.

Nygren leads us down a wide sidewalk lined with Natchez 
crepe myrtle trees into Selborne, one of Serenbe’s three 
hamlets that are largely geothermically powered. (There will 
eventually be five.) Along the way he mentions Serenbe’s 
wide array of nature trails, the horse stables, a yoga studio, 
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Powder
Mountain,
Eden, Utah
For sale: $2.2 million
Bedrooms: 2
Bathrooms: 2.5

A ski-in, ski-out condo boasts
sweeping mountain views. The
master bedroom includes an en
suite soaking tub and infrared
sauna. There is also a guest
suite and home cinema.



nonprofit that provides information and support to many of
these experimental towns. “There are currently 753 inten-
tional communities in the U.S. listed in our directory,” wrote
Cynthia Tina, the organization’s communications director, in
an email. “Of course, the total number is probably higher.”
Many of the more ambitious projects aren’t listed because,
like Serenbe, they’d rather not define themselves as inten-
tional communities as it sounds hippie-ish. That includes
Powder Mountain in Utah, which is being developed by the
invite-only entrepreneur network Summit Series LLC, and
Salmon Creek Farm in Mendocino County, Calif., a 1970s com-
mune being reimagined as a progressive arts colony by Los
Angeles-based artist Fritz Haeg.

According to Tina, the Covid-19 pandemic has resulted in
a “huge surge” in interest. “Many of these communities are
self-contained and self-reliant,” she says. “They grow their own
food, produce their own renewable energy,” and offer a col-
laborative approach to “emotional support and child care.”

Eco-enclaves tend to be small (up to a few hundred res-
idents), focus on conservation, and follow sustainable
building practices.
Generally, they’re
found in idyllic areas
outside major cities
to maximize access to
nature, urban conve-
niences, and interna-
tional airports. They
draw not only baby
boomer retirees but
affluent professionals
of all ages—the prox-
imity to city centers
means that workers
are within commuting

distance. With all those
amenities, selling homes for
more than $500,000 is rela-
tively easy.

While in Serenbe’s Mado
hamlet, I grab coffee with

Heath Daughtrey, a successful 53-year-old hedge fund manager
who moved his family here in 2013. “When I lived in New York
City, everything had to be planned,” he says. “Here you just
stumble into friends and end up on someone’s porch drink-
ing wine while the kids play in the yard.”

“The design of where you live affects your health,” says
Joanna Frank, founder of the New York-based Center for
Active Design, which has funded and collected a wealth of
research on how designed environments affect health from
institutions such as New York University and the University
of California at Berkeley. “Your ZIP code has become a better
indicator of well-being than your genetic code.”

But there are many reasons in addition to wellness for
imaginative eco-enclaves to sprout up not only in the U.S.
but around the world. In Bali there’s the Green Village, a
dozen extravagantly designed bamboo homes overlooking
the Ayung River, which were built by Elora Hardy and her
design company Ibuku beginning in 2008. Most of its resi-
dents came initially for a progressive K-12 school founded
by Elora’s father, the famous jeweler John Hardy, and his
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Melides Art,
Melides,
Portugal
For sale: $2.2 million
Bedrooms: 4
Bathrooms: 4.5

A villa on 4 acres features
a personal lap pool, indoor
and outdoor fireplaces,
and an open chef’s kitchen.
There is also shared access
to woodlands and a private
beach entrance.

Serenbe,
Chattahoochee 
Hills, Ga.
For Sale: $769,000
Bedrooms: 3
Bathrooms: 2.5

This property in the Swann
Ridge hamlet has a private courtyard with 
a screened-in porch, an open kitchen
with limestone countertops,
and a master suite with a fireplace.
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partner and wife, Cynthia.
Now they stay for soothing
jungle sounds, views from
their open-air living rooms,
and the community of inter-
national creatives. In Costa
Rica’s Talamanca Mountains,
there’s Bosque, a develop-
ment being built by John

Johnson, the co-founder of BuzzFeed Inc. and a Johnson &
Johnson heir. He started with the 24-room-and-bungalow
Harmony Hotel and is planning to expand across the street
into an eco-enclave of about 100 homes and an organic farm,
with the goal of dissuading developers from putting up a
larger-scale gated community. “We’d like to aim higher than
sustainability,” Johnson says. “We’re interested in regenera-
tive design, infrastructure, and agriculture.”

These places don’t want to keep people out; they’d like
to welcome them in. To do so, some intentional communi-
ties start as residential developments and then add tourism,
such as Melides Art on Portugal’s Atlantic coast and Powder
Mountain in Eden, Utah, where master plans consist of many
vacation homes and at least one luxury hotel, if not several.
Green Village offers short-term rentals. The added revenue
and foot traffic buoys village businesses while giving life (and
dollars) to a constant lineup of cultural events and network-
ing opportunities—helping residents leverage their real estate
investments for both financial and professional gain.

Among those people is Bryan Meehan, chief executive
officer of Blue Bottle Coffee Inc. He’s building a sustainable
house on Powder Mountain for his wife and three daughters.
“Ultimately the people buying houses are a small set of those P
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that can afford it and who 
like skiing. As the town 
grows, the founders will 
have to work to ensure 
diversity,” he points out. 
A hazard of these proj-
ects is that they become 
homogeneous, he says, 
and thus the value of a 
creative community loses 
relevance. “My children 
yearn for diversity.”

For James Ehrlich, 
pioneering innovative 
and sustainable commu-
nities isn’t a luxury, it’s 
a matter of human sur-
vival. An entrepreneur 
in residence at Stanford 
University, Ehrlich says 
climate change and a 
growing populat ion
have spurred an urgent

call to create more resilient and self-sufficient communi-
ties, such as his own ReGen Villages, a prototype in devel-
opment. There he envisions people producing their own 
energy, farming their own food, and working in exchange
for house payments. “It just makes sense to build lily pads
of self-reliance around the world as a bulwark for healthy 
outcomes in the face of future pandemics or a growing pop-
ulation,” he says. It also makes sense as a business. “There 
isn’t anyone taking on housing in an innovative and sustain-
able way and on a scale like Elon Musk is taking on the car 
industry,” he adds.

But can self-contained, eco-friendly towns be manufactured 
like Teslas? Frank of the Center for Active Design would like 
to say yes: “There is market demand for walkable, sustainable 
developments that are designed [to maximize] quality of life.” 
She’s also cautious about a one-size-fits-all approach. “What 
works in Colorado doesn’t necessarily work in New York City,”
she says. That’s why she recently helped create Fitwel, a tool
for developers and investors to custom-create communities 
and get them accredited. The demand is so high, even Serenbe 
has spun off a consulting business, Nygren Placemaking, to 
help out on projects.

After my tour of Serenbe, I head to dinner at the Hill, a cozy
upscale restaurant that sources ingredients from the town’s
farm. I bump into Nygren at the bar with his daughter, Garnie, 
and her 18-month-old son. Although she went to college at 
Cornell and lived for a time in Atlanta, Garnie has spent most of 
her life at Serenbe, both in childhood and as director of opera-
tions over the past decade. “I sometimes jokingly ask my hus-
band if maybe we should live somewhere else,” she says with 
a laugh. “But not only are we happy here, my in-laws are mov-
ing in, and their friends are joining them.” <BW>

Green
Village,
Sibang
Gede, Bali
For rent: $289 per night
Bedrooms: 4
Bathrooms: 3

This indoor-outdoor
garden home comes with a
private pool, cabana,
and daily cleaning service.
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Cornelia Moore, a 31-year-old tech consultant, was alway
infatuated with antique jewelry but never thought
be able to wear expensive pieces herself. So in Fe
when her friend Sharon Novak introduced Beekm
York, a jewelry rental service, she eagerly voluntee
be a guinea pig.

For a cocktail party on the Upper East Side, a com
stylist helped Moore find three baubles—an aquamarine,
mond, and platinum cocktail ring; a moonstone and s
phire necklace; and baroque pearl and diamond earrings
“It was fun to discover them,” Moore says. “These are not
pieces I would have even known about.”

The rental craze, once reserved for clothes an
cars, has spread to the world of high-end jewelr
Sharing services such as Rocksbox and Switch
which will send up to three pieces for less tha
$30 a month, operate on the premise that mer
common folk can play Cinderella for a night o
two (even if we’ve got a viral version of an evil st
mother right now keeping us from the

Beekman’s collection occupies the
ous end of the spectrum. Its lineup, fe
over 1,000 pieces from Boucheron, Ti
David Webb, and others, includes green
monds, Burma rubies, and sapphires. Clie
usually work with a stylist at the compa
Manhattan town house, but since the arriv
of Covid-19, Novak has curbed in-person con
tations. Her stylists still help clients plan for
dings remotely.

The company offers membership plans,
a month or $800 a year, that allow clients to
pieces for as long as 24 days. Fees start at $2
day but can go as high as $1,500 a day for, sa
a Serpenti necklace from Bulgari with 10 car-
ats of diamonds. It’s not cheap, but when you
consider the moonstone and sapphire necklace
from Munnu the Gem Palace that Moore wore goes
for $38,000, it’s a steal.

Novak’s background as a gemologist who’s con
sulted for Oscar de la Renta and Burberry Group P
came in handy when she was building the
lection. She joined with philanthropist Chris
Keesee to bring on a team of private investors, whP
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wed her to purchase the items in the collection outright.
the next step for a business model that’s found success 
hing rentals, a category projected to be worth almost 

on in 2023. Millennials and Gen Zers are increasingly 
to rent goods instead of buying them, according to 

arket research company Lab42. In a recent survey, 
29% of respondents reported having rented jewelry 

and other accessories such as handbags.
About 100 companies are already in the 

jewelry-rental business, ranging from the 
dding-focused Adorn to Haute Vault, which also 
s watches. Ashwin Ramasamy, co-founder of 
andy, an e-commerce market intelligence com-

pany, says those startups face more challenges than 
lothing-rental ones because of the high overhead cost to 
acquire items and a higher risk in shipping. “When you are 
selling jewelry, it’s a high margin, but when you are rent-

going to be a fraction of it,” Ramasamy says.
e, jewelry doesn’t wear and tear like cloth-
th Goldstein, fashion footwear and accesso-

analyst for NPD Group, so pieces can stay in 
tion for much longer. “It ticks a lot of the 
es in growing retail today,” she says. “This 

targeting wealthier individuals that, even 
hey have money to spend on jewelry like 
is, may want to rotate pieces.”
Wearing jewelry fit for royalty does 
nd fun—until you start worrying about 

ings that could happen while it’s in 
wers must provide proof of coverage, 

and during the rental, Beekman places a credit card or 
bank hold on the customer’s account for a portion of the 
value of the bling; it’s lifted after the piece is returned 
and inspected. If it’s lost or damaged, you’ll have to work 

that out with your insurer.
Novak acknowledges some may have trepida-

tions but points out that the auto industry does 
this all the time. “When you lease a Lexus, you 
don’t spend the whole time freaking out,” she 
says. “That’s what insurance is for.”

aving such high-priced gems in her care didn’t 
eter Moore from enjoying her night. “They quickly 
gan to feel very natural,” she says, “and after being 

bit careful, I was completely at ease.” �

Jewelry rental companies attempt to replicate the success  
of secondhand fashion. By Claire Ballentine

A Bling-Sharing Economy
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Top to bottom: 
Tiffany earrings, 
Boucheron ring, 
Tiffany bracelet, 
Cartier cuff links, 
Chopard ring
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The latest Irish 
whiskeys are like  

a warm, sophisticated 
hug. By Brad Japhe 

Photograph by 
Hannah Whitaker

This was an underwhelming year for
St. Patrick’s Day, but it remains a spec-
tacular time for Irish whiskey fans. The
category is one of the fastest-growing
spirits segments in the U.S., with a com-
pound annual growth rate of 13.4% over
the past five years, according to IWSR
Drinks Market Analysis; domestic whis-
key has grown 5.5%, Scotch 0.2%.

Much of that expansion is driven by
sales in the superpremium range, bot-
tles that cost over $30. Americans are not
only drinking more Irish whiskey, they’re
drinking better Irish whiskey. Generally
soft and rounded, it’s unpeated, with

hints of caramel oakiness and a light 
fruitiness against a cereal backbone. 
In its finest expressions, the country 
deftly demonstrates a primary selling 
point: the sophistication and structure 
of Scottish single malt bound by the 
sweeter approachability of bourbon.

And in this especially boozy
moment—Nielsen reports online liquor 
sales surged 234% in March—Irish whis-
key still stands as a bargain compared 
with its counterparts in Scotland and 
Japan, making it a sensible alternative 
for stocking the home bar with high-
end product.

THE DEAD RABBIT 
IRISH WHISKEY
Dublin Liberties 
Distillery makes this 
whiskey in conjunction 
with New York’s Dead 
Rabbit Grocery & 
Grog—named world’s 
best bar in 2016. It 
was first released 
on the tavern’s fifth 
anniversary in February 
2018 and is an easy 
bridge for fans of the 
American stuff. After a 
half-decade of slumber 
in bourbon casks, the 
spirit is finished in virgin
oak, leaving a whisper
of nutmeg-cinnamon 
barrel spice in each sip. 
Consider subbing it for 
bourbon or rye in an 
Emerald Isle-themed 
Manhattan. $40

Best for
cocktails

Finest finish
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ROE & CO BLENDED 
IRISH WHISKEY
As a testament to 
the category’s turn 
of fortune, spirits 
behemoth Diageo Plc 
recently invested more 
than $27 million in a 
proper distillery in the 
heart of downtown 
Dublin. Although it 
opened to visitors last 
summer, for a taste of 
what it will produce, 
you’ll have to wait a wee 
bit longer: Irish whiskey 
must spend a minimum 
of three years in the 
barrel. Until then the 
brand’s first release, 
distilled elsewhere, is 
a soft, vanilla-laden 
blend of malt and grain 
whiskeys—and it does 
quite nicely. $33

KILBEGGAN SINGLE 
POT STILL
A style of whiskey 
unique to Ireland, 
“single pot still” must 
be conceived at one 
distillery only from a mix 
of malted and unmalted 
barley; 19th century 
recipes often included 
a small percentage of 
oats, as a genius way 
to skirt punitive taxes 
from the British crown. 
(The “pot” itself is a 
misnomer. As with single 
malts, it can still be a 
blend of different barrels 
of distillate.) Kilbeggan 
revived the tradition 
with a burnt-honey-
hued spirit that’s elegant 
in structure, yielding a 
creamy mouthfeel from 
the grain, with a slight 
grassy finish. $45

BUSHMILLS 21-YEAR
To many drinkers, 
single malt and Scotch 
are almost synonymous. 
This bottle smashes 
that stereotype. It takes 
two distillates—one 
matured in ex-bourbon 
barrels, the other in 
oloroso sherry butts—
and marries them in 
Madeira wine casks. 
The result is an ode to 
sultanas and Christmas 
fruitcake, with a 
stubbornly persistent 
finish of spiced pepper. 
It easily stands up to 
its Scottish brethren, 
with one notable 
point of separation: a 
reasonable price point 
for liquid this old. $249

TEELING
24-YEAR-OLD
SINGLE MALT
Perhaps no one man has
done more to elevate
Irish whiskey than John
Teeling. The founder
of Cooley Distillery has
been laying down high-
quality malt and grain in
unconventional casks
since the mid-1980s. 
Today his sons, Jack and 
Stephen, are creating 
their own legacy 
with an eponymous 
operation in the historic 
Liberties neighborhood 
of downtown Dublin. 

Evidently they even 
procured some of Dad’s 
barrels. Among their 
most elegant releases 
is this limited-edition 
reserve that spent time 
in ex-Sauternes French 
oak. What pours out 
is a curiously tropical 
dram with hints of 
pineapple and marzipan, 
broadening the Irish 
category for a new 
generation of drinker. 
With only 5,000 barrels 
in existence, a 
connoisseur would 
pounce before stores 
run dry. $500

REDBREAST  
27-YEAR-OLD
Redbreast leaped 
into the international 
spotlight when it came 
back to market in 1991, 
after a six-year absence. 
In March the Cork-
based bottler unveiled 
its oldest expression 
yet. The cask-strength 
offering derives its 
complexity from the 
merging of three 
distinct maturations: 
sherry butt, bourbon 
cask, and port pipes. 
They are then blended 
in precise proportion to 
arrive at a rich whiskey 
with ripened red fruit 
aromas that offset 
a sustained palate 
of toffee and dates. 
A smooth sip leaves 
scant evidence of its 
triple-digit proof. $500

Who needs
Scotch?

Unique
process
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When Quibi (pronounced “kwih-BEE”) was introduced, the
masterminds behind it had us right where they wanted:
trapped at home, with little to do but obsessively clean and
watch hours of content.

Yet, after a week of testing, it’s a little hard for me to tell
how I’ll slot the app’s hundreds of roughly seven-minute epi-
sodes into my life when things return to normal. Certainly not
at night, when the glow of the jumbo television screen lures
me in. And not during the one- or two-minute spare windows
in the day I use to check Facebook. I’ll be honest. Quibi-ing
is what I want to do when work feels tedious—and I know my
boss isn’t paying attention.

The mobile-only app has raised almost $2 billion from the
world’s biggest media companies to inundate customers with
star-studded Quibis. (Liam Hemsworth, Chrissy Teigen, and
LeBron James each headline a program.) Quibi Holdings LLC’s
founder, Hollywood veteran Jeffrey Katzenberg, says the com-
pany will churn out 175 shows in its first year. All of them will
be told in segments of no longer than 10 minutes and can be
viewed both horizontally and vertically.

The platform has been touted as a big risk and a revolution, IL
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Quibi, the $2 billion startup, 
has but a moment to  

capture hearts and eyeballs
By Kelly Gilblom

The Short-
Attention-Span

Tango

but the experience of it feels inevitable. We’re all already
addicted to our phones, filling empty expanses of time—once
the dominion of our imaginations—with podcasts, listicles, 
and TikToks. So the argument for Quibi’s existence sounds 
a lot like the argument for legalizing pot: People are already 
getting a fix, so the experts may as well provide it.

The shows on the service range from grating to pretty good. 
In standout series Survive, Sophie Turner convincingly depicts 
a young woman tortured by suicidal thoughts, only to find her-
self fighting for her life after a plane crash. In standout-for-the-
wrong-reasons series Murder House Flip, designers renovate 
a house where a real serial killer buried her victims, treating 
the homicides as an entertaining twist.

Whether Quibi is the best Hollywood can do doesn’t really 
matter. The service will certainly be improved. Katzenberg 
says the company is going to respond to data about who clicks 
on what and when, and relatively quickly. For example, he 
wants to offer one episode of a show per day but will release 
them all at once if people seem to prefer bingeing.

What matters more is that someone set a new financial bar,
spending as much as $125,000 a minute for high-quality mobile 
videos. First it was the theater, then the television screen, and 
now phones are the domain of the world’s best entertainers. 
Several of the shows—like Hemsworth’s Most Dangerous Game—
are as good as what you can get on Netflix, which dominated 
Oscar and Golden Globe nominations this year.

I can tell you that spending some real time with the app 
changed my standards more than my habits. I’m a millen-
nial, so I’m used to wasting time scrolling through videos. 
I’m still doing that, but now the cinematography is nice, and 
they have well-thought-out stories and messages that occa-
sionally pose an intellectual challenge.

Initial reviews argued that Quibi suffers from not being able 
to appear on a TV or laptop, and a week after launch, Chief 
Executive Officer Meg Whitman told Bloomberg TV that she 
hopes to roll out TV viewing within six months. But I found 
it competes more with Instagram, which I peruse during my 
commute and those illicit work breaks. The quality of the app’s 
programming made me realize what I really want from social 
media is just content from my good friends. The rest is simply 
killing time. The main frustration with Quibi is that the shows 
are good enough that, unlike with Facebook content, I don’t 
want to experience them alone. The app does have a button to 
share, but it’s not the same. I also tried watching an episode of 
Dishmantled, where blindfolded chefs must determine the con-
tents of a meal that’s blasted at their face through a cannon, 
with my husband, who was seated next to me. I kept clumsily 
dropping the phone, which ruined the effect.

To sustain itself, Quibi will probably need about 12 mil-
lion subscribers—it garnered 1.7 million in its first week—with 
75% paying the $5-a-month subscription fee with ads (it’s $8 a 
month without ads). In the midst of epic unemployment, that 
feels steep. I’m fortunate to have a job, and I kinda like Quibi, 
yet I’m still not sure if I’ll stick with it. But heck, if I don’t, I’d 
miss it a lot more than all those celebrities singing Imagine. <BW>



67

THE ONE Bloomberg Pursuits April 20, 2020

El Casco’s 23-karat 
stapler is for  
home offices that 
mean business  
Photograph by 
Jessica Pettway

The 
Golden 
Punch

Pants may be a 
thing of the past in 
many home offices 
as social distancing 
continues, but 
paperwork persists. 
El Casco, a century-
old Spanish maker 
of desk accessories 
such as letter 
openers, hole 
punches, and pencil 
sharpeners, adds a 
touch of formality 
to any workspace 

THE COMPETITION
• Is a stapler still a 
stapler if it doesn’t 
use staples? 
According to 
Japanese retailer 
Muji, the answer is 
yes, at least when it 
comes to its $8.90 
Stapler Without 
Staples, which can 
bind as many as four 
sheets together at a 
time by punching a 
hole and folding the 
chad back.
• The gracefully 
curved $84 Zenith 
520 Gold stapler 
is available in 
enameled red or 
black paint with 
23-karat gold 
details. It can power 
through 40 sheets 
of paper at a time, 
making this design 
icon from Balma 
Capoduri & C SpA 
of Italy more than a 
mere showpiece.
• Picture a stapler 
in your mind, and 
it’s probably the 
Swingline 747 
Business stapler 
(from $32) that you 
see. Clean lines and 
robust construction 
make this desktop 
accessory as 
timeless as it 
is useful.

THE CASE
The precise 
construction and 
reliability of the 
M-1 LN reflects 
El Casco’s origins 
as a firearms maker: 
The cartridge of its 
larger M-10 stapler 
evolved from a gun 
barrel. And like 
a revolver, every 
part of the M-1 can 
be removed and 
replaced, be it the 
slide spring or the 
circular crimping 
plate. It comes with 
a box of refills, holds 
50 standard-size 
staples, and can 
bind 25 sheets at 
a time, which is 
sufficient for most 
paperwork duties, 
whether you’re 
at an actual desk 
or a makeshift 
one at your dining 
room table. $137; 
el-casco.es

with its matte black 
23-karat M-1 LN 
stapler ($137). The 
ka-thunk sound 
that comes from 
pressing down on 
the dome of the 
hand-polished 
handle is a perfect 
sonic counterpoint 
to clickity laptop 
keyboards—a 
satisfyingly solid 
and mechanical ode 
to the job at hand.

The M-1 LN stapler  
is 4.5 inches long  

and 3.75 inches tall and  
can hold 50 staples
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The telecommunications industry’s
default terror is that it will become lit-
tle more than the provider of so-called
dumb pipes to Silicon Valley and
Hollywood: investing heavily in net-
works, only to have the companies that
distribute content and services derive the
most benefit from them. The lockdown
prompted by the Covid-19 pandemic has
demonstrated the extent of our reliance
on those networks—billions of people are 
depending on their internet connection 
to work, study, and play from home.

In the 13 years since the release of the iPhone, investors 
have bemoaned network operators’ lack of creativity. Why 
did it take Apple Inc. to catalyze the smartphone market? 
How come it was Netflix Inc. that popularized streaming 
video subscriptions? AT&T Inc. finally responded in 2016 
with its $109 billion deal to buy Time Warner Inc., add-
ing a vast entertainment arm whose content it would dis-
tribute to its more than 100 million customers. Verizon 
Communications Inc. has concentrated on improving its net-
works while hoping investors will forget about its ill-fated 
acquisitions of AOL and Yahoo Inc. at about the same time.

Since the market rout began in the middle of February, 
Verizon’s stock has performed considerably better than 
AT&T’s. Because Verizon can count on the predictable 
recurring revenue it gets from customers’ monthly bills, 
investors think it’s a relatively safe bet. Meanwhile, AT&T’s 
shares have lost almost a quarter of their value, under-
performing the S&P 500. That’s partly to do with the 

company’s $188 billion debt pile but also 
with the reliance of its television sta-
tions on advertising income. In a down-
turn, marketing spending is usually the 
first thing a brand cuts; AT&T’s income 
is therefore a lot more cyclical.

As we tentatively consider how we 
will emerge from the crisis, the ques-
tion is whether there will be a sustained 
change in perception from regulators 
and customers alike. Operators will of 
course suffer a little as their enterprise 
customers go under and unemployment 

makes it harder for consumers to afford hefty phone and 
broadband bills. But given the importance of both mobile 
and fixed networks, governments could prioritize ensur-
ing that those networks are resilient enough to cope with 
future shocks: by making it easier to build more cell tow-
ers, lay more cables, share network capacity, or perhaps 
consolidate, especially outside the U.S. “Current regula-
tions that companies are subject to will require a rethink,” 
says Herbert Blum, head of the telecommunications prac-
tice at management consultant Bain & Co. “The resiliency 
thinking will start to permeate the public at large.”

There’s a balance to be struck. Too much consolidation 
could mean too much pricing power, and telecommunica-
tions executives will just go and buy another film studio. Too 
little, and they’ll have scant incentive to invest in networks. 
The pipes might be dumb, but we need to be more intelli-
gent about how we invest in them. <BW> �Webb is a columnist 
for Bloomberg OpinionIL
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By Alex Webb

It’s Time to Get Smart 
 About Dumb Pipes
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