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By David Lewis Schaefer

Judging from the rhetoric of leading
U.S. Democratic candidates Hillary Clinton,
Barack Obama and John Edwards, a major
domestic issue in the 2008 presidential
campaign is the supposed problem of ris-
ing economic inequality.

What is striking is that problem is be-
ing debated amid substantial evidence that
the steady improvement in the economy
since 9/11—largely under the impetus of
the much-derided Bush tax cuts—has bene-
fited Americans of all income levels, and
that the rich are paying a higher share of
total taxes than ever before. But as
Lawrence Mishel, president of the left-lean-

ing Economic Policy Institute, revealingly
acknowledged last year as an expression of
the left’s current economic thinking, “it’s a
distraction [from the actual situation of
middle-class Americans] to debate whether
we have a higher standard of living now
[compared to 1979] or not. We probably
do. But so what? Middle-class
Americans are not getting
their fair share.”

In other words, the abso-
lute economic well-being of
most Americans matters less
than their relative position.

Legitimizing this spirit of
envy is the work of philosophers unknown
to the vast majority of Americans. One of
the most influential was John Rawls, long-
time professor of philosophy at Harvard,
who died almost five years ago. In his most
widely read book, “A Theory of Justice”
(1971), Rawls professed to summarize the
requirements of institutional justice in two
principles. The first principle mandated
that the “equal basic liberties” of all citi-
zens be maximized. The second (the “differ-
ence principle”) ordained that inequalities
in social and economic goods were allow-
able only to the extent that they improved
the condition of the “least advantaged”
members of society.

Rawls’s writings have played a major role
in tilting the academic debate in favor of
such policies as increasing inheritance taxes
and narrowly restricting campaign contribu-
tions, so as to limit the supposedly unfair in-
fluence of the rich. Yet few of those influ-
enced by Rawls have given his arguments a

properly critical look, or recognized how far
his doctrine strayed from liberalism as it
has traditionally been understood.

Unlike the great political philosophers of
the Western tradition from Aristotle to
Locke to Rousseau, Rawls did not ground
his account of justice in an empirical exami-

nation of human nature or
political life. He also left his
principles of justice at such
an extreme level of general-
ity that they pointed to no
specific political conclusions,
certainly not the ones attrib-
uted to them by his follow-

ers. Rawls’s precept that “liberty may be re-
stricted only for the sake of liberty” offered
no guidance as to how different forms of lib-
erty (say, Americans’ right to freedom from
terror attacks compared with the ostensible
right to privacy) should be balanced against
one another. Nor could Rawls demonstrate
that any particular level of economic ine-
quality violated his difference principle: If
(as may well be the case) allowing corpo-
rate executives to earn annual incomes of
tens of millions of dollars helps to generate
the economic dynamism that raises Ameri-
cans’ living standards, including those of
the poor, such inequalities are allowable.

What Rawls contributed to the political
education of American intellectuals was
not any sort of rigorous analysis, but an
overall spirit or outlook detrimental to free-
dom. He coined a doctrine of what he
called “excusable envy,” according to which
it is rational to envy people whose superi-
ority in wealth exceeds certain (unspeci-

fied) limits, and to act on that passion. He
cancelled out his ostensible prioritization
of liberty by holding that liberty must first
be given its “fair value,” meaning that polit-
ical liberties, including freedom of the
press, may need to be restricted so as to
ensure that the political process yields leg-
islation that is “fair” to the poor. In his
later writings, increasingly deferential to
the Marxist critique of liberalism, Rawls
wrote that securing people’s equal rights
and liberties must be preceded by govern-
ment’s first having ensured that their “ba-
sic needs” for economic goods were met—
thus sanctioning the alibis offered by as-
sorted despots for violating their subjects’
elemental rights to free speech, the free-
dom from arbitrary arrest, and the secu-
rity of individual life and property.

John Rawls’s intellectual legacy for
American politics was an unfortunate one.
Then again, he disparaged the U.S. politi-
cal regime as only an “allegedly” demo-
cratic one anyway, and grew increasingly
bitter in his last years, according to his
closest associates, over our failure to insti-
tute the policies he happened to favor—
such as severe campaign-finance restric-
tions and universal health insurance. What-
ever one’s views on such issues, neither
Rawls’s principles nor his spirit offer a
promising approach for addressing them.

Mr. Schaefer is professor of political sci-
ence at Holy Cross College and author of
“Illiberal Justice: John Rawls vs. the Ameri-
can Political Tradition” (University of Mis-
souri, 2007).

By Malia Politzer

MACAU—Walk into a massage parlor in
this Chinese enclave, and you’ll likely meet
beautiful young women—some of whom
aren’t there voluntarily. So it goes in
Asia’s sin city, where gam-
bling and legalized prostitu-
tion go hand in hand.

That Macau has a thriving
sex industry is not news. But
many of these women are vic-
tims of modern-day slavery.
So says the U.S. State Depart-
ment’s annual Trafficking in
Persons report, which puts
Macau on the Tier-2 watch list for the sec-
ond year in a row and earned it a personal
visit last month from Mark Lagon, the U.S.
ambassador-at-large to monitor and com-
bat trafficking in persons.

Human trafficking is a growing problem
all over the world—but it is the worst in
Asia, where Mark Taylor, a State re-
searcher and one of the main writers of
the annual report, estimates that four of
every 1,000 people are victims of traffick-
ing. Explosive economic growth in some
regions, combined with extreme poverty in
others, increasingly porous borders, easy
access to information and cross-border so-
cial networks have facilitated a massive
movement of people looking for better eco-
nomic opportunities abroad. But weak rule
of law, high levels of governmental corrup-
tion and indifference also leave migrants
vulnerable to the worst forms of exploita-
tion: debt bondage and—particularly for
women and children—sexual servitude.

The International Labor Organization
estimates that nearly 12.3 million people
world-wide are trapped in slave-like condi-
tions—ranging from forced labor, bonded
labor, forced child labor or sexual servi-
tude—at any one time. Many are in Asia.
It doesn’t help that two of the world’s
most populated countries—China and In-
dia—are stuck on the Tier-2 watch list for
the second consecutive year, along with
Cambodia. Burma and North Korea still
languish in Tier 3—reserved for the worst
offenders—and were joined this year by
Malaysia.

Macau should be an exception, but it’s
not. Unlike many of its Asian neighbors,
Macau has a booming economy, with a per-
capita GDP of over $28,400 in 2006 and
annual growth close to 17%. Unemploy-
ment is low and foreign investment high.

After opening up the gam-
bling industry to foreign
competition in 2002, the ter-
ritory now boasts 25 casi-
nos, including American-
owned Las Vegas-strip attrac-
tions such as the Wynn
Macau and the Venetian
Macau. A Playboy Bunny
Mansion soon will be added

to the mix. No wonder Macau, which out-
earned the Vegas strip by more than
$300,000 last year, has nearly doubled
tourist visits to 12 million over the past
five years.

Despite—or perhaps because of—its
swift development, Macau has become a
major sex-trafficking destination for vic-
tims from the Philippines, Thailand, Mon-
golia, Russia, Vietnam and mainland
China, according to the U.S. report. The
Mongolian government recently identified
Macau as the top destination for traffick-
ing victims from its country. University of
Macau sociologist Alex Choi counted 30
documented cases of human trafficking in-
volving 119 women—three of them mi-
nors—in 2006 alone. “And that’s just the
tip of the iceberg,” he says. These were
cases in which women actually came for-
ward to report that they were trafficking
victims, according to Mr. Choi. The vast
majority are unable to do so, for fear of
deportation or retribution.

Yet until recently Macanese authorities
have made few efforts to seek out victims,
or to prosecute traffickers. Trafficking vic-
tims who have been detained—usually on
visa violations—are often summarily de-
ported and receive little or no police pro-
tection. Of the many trafficking cases re-
ported every year, there have been no
prosecutions, according to Mr. Lagon.

But a hefty economic blow from the
U.S. might cause Macau to change its
tune. The State Department has an-
nounced that if Macau doesn’t make signif-

icant efforts to combat trafficking within
the next 12 months, it could slide from the
Tier-2 watch-list to Tier 3—and face sanc-
tions such as the withholding of nonhu-
manitarian, nontrade-related foreign assis-
tance and funding for employer and offi-
cial training or student-exchange pro-
grams. The U.S. would also oppose any ad-
ditional assistance (ex-
cluding humanitarian,
trade-related, or develop-
ment-related assistance)
from international finan-
cial institutions, accord-
ing to the report. In a
meeting with the U.S. gov-
ernment last month,
Macau Chief Executive Ed-
mund Ho expressed a com-
mitment to make signifi-
cant efforts to combat
trafficking in a matter of
months.

Fighting trafficking is
no easy venture—particu-
larly in Macau, where sex
tourism and gambling
have been key industries
for more than 150 years.
Because prostitution is le-
gal, police seldom ques-
tion whether women are
in the trade voluntarily,
according to State’s re-
searcher, Mr. Taylor. That’s bad news for
migrant trafficking victims, many of
whom don’t speak Chinese. And unlike
countries with known trafficking prob-
lems, Macau—which is a special adminis-
trative region of China—lacks consular
representation, which acts as a support
system to foreign citizens in trouble. Mat-
ters are further complicated by large orga-
nized-crime rings that often control the
massage parlors, saunas and discos where
many victims work.

Possibly the greatest challenge facing
Macau’s antitrafficking efforts is the
crime’s invisibility. Sex workers—the ma-
jority of whom are migrant workers, ac-
cording to Macau University’s Mr. Choi—
are stigmatized and often perceived by
the general population as deserving of

the dangers they face. Nor does Macau
have nongovernmental organizations
working on behalf of trafficking victims;
in other countries such groups frequently
shoulder much of the burden of victim
identification and assistance. The Good
Shepherd Centre, a women’s crisis center
run by Catholic nuns, has recently begun

focusing on trafficking
issues in Macau. But the
lack of any social sup-
port structure, informa-
tion about the breadth of
trafficking, or public
awareness makes it diffi-
cult to identify or reach
out to victims, according
to director Sister Juliana
Devoy.

Still, there are steps
Macau could take to
show that it is serious
about combatting the
problem. Hitting some of
the basic benchmarks set
out in the U.S. report—im-
plementing a comprehen-
sive trafficking law, step-
ping up efforts to prose-
cute traffickers, creating
a governmental position
dedicated to anti-traffick-
ing efforts, training po-
lice on how to identify

victims and raising public awareness—
would be a good start. Macau could work
with source countries to combat traffick-
ing. Representatives from Mongolia’s Min-
istry of Foreign Affairs, the Asia Founda-
tion, International Organization for Migra-
tion and Mongolia’s Center for Gender
Equality visited Macau last month to dis-
cuss bilateral efforts. Mongolia has ex-
pressed interest in opening a consulate
there, as has the Philippines.

Success will depend, in large part, on
Mr. Ho’s promise to crack down on traf-
ficking. Let’s hope he follows through on
his word. Asia’s sin city doesn’t need hu-
man slaves to flourish.

Ms. Politzer is a Robert L. Bartley fellow
at the Journal in Hong Kong.
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Chalco puts $1.7 billion value
on swap for Baotou shares

Hypo Real Estate to acquire Depfa

By Peter Stiff
And Wade Koenecke

European telecommunications
shares appear primed to rise in the
second half, as companies roll out
new services and consolidation
talk accelerates.

After languishing in the dol-
drums for the past year, stock
prices for some of the sector’s key
players could turnpositive again as
near-term factors come to bear.
With the approach of earnings sea-
son, the allure of industry consoli-
dation and new bells and whistles
to attract customers, select Euro-
pean telecom companies could be
poised to rebound—including gi-
ants such as Vodafone Group PLC
and smaller players like Tele2 AB.

While European telecom firms
have solid cash flow and limited ex-
posure to theweakU.S. dollar—asa-
lient point with that currency at
multiyear lows against the euro
and thepound—themarketplace re-
mains highly competitive. Further,
consolidation is no certainty and
growth prospects can be patchy.
And unlike in the U.S., where there
are only a handful ofmajor players,
the European market is frag-
mented with old-guard state mo-
nopolies competing against
younger, more Internet-services-
driven upstarts.

“The sector is looking a lot bet-
ter than it has done in a long time,”
says Craig Harper of Société
Générale, who manages the SG Eu-
ropean Special Opportunities Fund
in London. “I see a possible
20%-30% upside in some stocks.”

He believes Frenchmobile oper-
ator Bouygues Telecom, part of the
BouyguesSAgroup, is a likely take-
over target. He also favors Greek
Hellenic Telecommunications Or-
ganization SA, or OTE, for its earn-
ings growth and Vodafone for its
emerging-market exposure.

There ismarket speculation that
Bouyguescouldbeopen tooffers for
its telecom unit. OTE has expanded
its mobile and broadband business,
andanalysts expect it tomake anof-
fer for compatriot Cosmote Mobile
Telecommunications SA.

As of Friday’s close, OTE was
down 0.5% so far this year in Ath-
ens, compared with the Athens
Stock Exchange Composite’s 15%
gain. Bouygues was up 27% in
Paris, compared with an 8% gain
for the CAC 40 index.

Stephen Parr,manager of Credit
Suisse’s Global Telecommunica-
tionsFund, is, not surprisingly, san-
guine on the sector’s prospects.

During June, Mr. Parr’s fund in-
creased its holding in Vodafone,
Bouygues and Deutsche Telekom
AG and reduced its stake in
Telefónica SA and BT Group PLC.
Most of the fund’s exposure is in
telecom and wireless services.

“We feel the sector was at
record lows in the first half but can
now see double-digit upside,”
Mr. Parr says. “The sector has
lagged the market this year with a
relatively late recovery; valuation
is also attractive.”

Mr.Parr seesa“reasonablequar-
ter ahead with modest improve-
ment,” propelled by the continued
growth in broadband Internet de-
mand and mobile data—as well as
consolidation.

Despite growing optimism,
there are a number of industry ob-
servers who aren’t as excited on
the overall prospects of European
telecomcompanies.DavidMoss, di-
rector of Pan European Equities for
F&C Asset Management, is one
such naysayer—though even he
sees long-term positives.

Mr. Moss notes that although he
expects telecom stock prices to
steadyduringthenextyear,opportu-
nity for significant upside stock
movement is limited. “Market pene-
trationinthemajorityofWesternEu-
rope is over 100%,” says Mr. Moss.

The ultracompetitive market
has resulted in far less profitable
phone-service packages and the re-
duction in both roaming and con-
tract rates. Although this is good
for the consumer, it holds little in
the way of upside for investors.

Nevertheless,Mr.Moss believes
a few companies have potential for
significant growth over coming
years as a result of emerging mar-
kets. Emerging markets such as
Eastern Europe and much of Asia
have relatively lowmarket penetra-
tion and growing populations.

Mr. Moss favors the growth po-
tential of Tele2. Over the past few
years, Tele2 has established signifi-
cant operations in the growingRus-
sian market, which has yet to be
fully reflected in the stock price.

Another telecom company with
similar potential is U.K. giant
Vodafone.Vodafonehas recently in-
vested heavily in the largely un-
tapped Indian telecom market,
where cellphone penetration re-
mains below 25%.

Asof Friday’s close, Tele2wasup
23% in Stockholm in contrast to the
OMX Stockholm All Share, which
was up 12% so far this year.
Vodafonewasup14%so far this year
in London, compared with the FTSE
100 index’s6%climb throughFriday.

Mr. Moss is also less optimistic
about the immediate impetus to be
provided by mergers and acquisi-
tions in the sector. He expects the
“tidying up” of divisions of smaller
companies but said he believesma-
jor consolidation isn’t likely in the
near future as companies are more
focused on emerging markets.

However, despite this short-
term stability, Mr. Moss foresees
major telecom mergers as inevita-
ble. “In the long run, I see around
three major players in European
telecoms, much like what has al-
ready happened in the U.S.”
 —Daniel Thomas

and Lilly Vitorovich
contributed to this article.

Europe’s telecoms revive
New service offerings,
merger speculation
may give stocks a lift

Why U.S. may hold key
to world wheat supplies

Looking ahead 
The rally in European telecom stocks is expected to continue during the second half 
of the year, despite some challenges.

Company
(Reporting earnings)

Year-to-date 
performance Expectations Focus

Telecom Italia 
Tuesday

down 9.0% Lower sales, earnings 
and margins

Signs that regulation will 
impact wireless business; 
strategy update

BT Group
Thursday 

up 9.1% Growth in BT Global 
Services division

Update on recently launched 
Internet and digital-
television service BT Vision

Telefónica
July 30

up 6.8% Steady revenue 
growth, boost from 
domestic operations

Acquisition plans, including 
possible bid for Portugal 
Telecom’s Vivo stake

France Télécom  
Aug. 2

down 3.7% Steady revenue  
growth but drop in 
margins

Profitability under scrutiny, 
focus on fixed-line business 
in France

Deutsche Telekom 
Aug. 9

down 3.2% Maintain targets 
for operating profit

Pressure on T-Mobile USA 
due to Apple iPhone sold 
exclusively via AT&T
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By Amy Or

HONG KONG—Aluminum Corp.
of China Ltd., the country’s largest
aluminumandaluminaproducer by
output, put aprice tagof asmuchas
US$1.7 billion on its plans to absorb
anddelist its parent’s aluminumas-
sets through a share swap.

The metal producer, better
known as Chalco, has said it plans
to absorb Shanghai-listed Baotou
Aluminum Co. to eliminate compe-
tition and achieve a more balanced
production chain.

Chalco parent Aluminum Corp.
of China, or Chinalco, indirectly
holds 55.06% of Baotou Alumi-
num,which produces carbon prod-
ucts, aluminum and aluminum al-
loys.

Under the share swap, Chalco
will issue 1.48 yuan-denominated

Class A shares for each of the 431
million Baotou Aluminum shares.

The swap ratio represents a 40%
premium over the 21.67 yuan
($2.86)averageclosingprice forBao-
tou Aluminum shares in the 20 days
before their suspension June 11.

If all of Baotou Aluminum’s
shareholders agree to the plan,
Chalco would issue 637.88 million
shares, or 4.72% of its enlarged
share capital, at 20.49 yuana share.

Those unwilling to take part in
the swap can sell Baotou Alumi-
num shares for cash at 21.67 yuan
each. Chalco said it is committed to
spending a maximum of about
$1.2 billion for the cash alterna-
tive.

Last year, Baotou Aluminum re-
ported a surge in net profit to
403.07 million yuan from 132.14
million yuan in 2005.

By Ragnhild Kjetland

FRANKFURT—Real-estate fi-
nancing company Hypo Real Es-
tate Holding AG said yesterday it
agreed to acquire public-financing
bankDepfaBankPLC in a cash-and-
stock deal valued at Œ5.7 billion
($7.9 billion).

The deal seeks to draw syner-
gies from combining the German
bank’s predominantly commercial-
real-estate business with Dublin-
based Depfa Bank’s public-financ-
ing business.

Depfa’s business comprisesbud-
get financing, public infrastructure
projects, advice on privatization of

public services anddebt restructur-
ing to governments across the
world. The company, listed on both
the Frankfurt and Dublin ex-
changes, moved its headquarters
toDublin fromGermany in 2002, to
enjoy tax benefits and amore flexi-
ble legal environment.

Hypo,which focusesoncommer-
cial real estate, seeks to broaden its
public-finance business, which has
long been dominated by a small
number of players, such as Depfa
and Dexia SA.

Depfa’s board has recom-
mended the offer to shareholders.

With the emerging market of
public-private partnerships in in-

frastructure projects, many banks
outside the public-finance sector
have been trying to gain a foothold
there. Depfa has long been consid-
ered a takeover target for a bank
with such ambitions.

Hypo Real Estate’s chief execu-
tive, Georg Funke, said at a news
conference that the two busi-
nesses “complement each other
perfectly,” and that the combined
entity will be able to handle larger
and more complex financing with
more attractive margins in all seg-
ments.
 —Christian Streckert

contributed to this article.

By Tom Polansek

Countries in the market to buy
significant amounts of wheat this
summer will have to look to the
U.S., as other major exporters are
suffering production problems, an-
alysts said.

It remains to be seen, however,
whether decade-high U.S. futures
priceswill keep importers fromdig-
ging deep into their pockets.

The U.S. cashed in on tight glo-
bal supplies last weekwith a sale of
300,000 tons of wheat to Egypt.
Egypt, one the biggest importers of
wheat on a global scale, is known to
be extremely price-conscious and
likely made the purchase because
its grain buyers expect a further
drop in world production, analysts
said.

Australia’s western wheat belt
is hurting for rain, and Canadamay
sustain losses from a heat wave af-
ter producers planted a smaller
crop this year. European analytical
group Stratégie Grains, mean-
while, lowered its 2007-08 Euro-
pean Union soft-wheat crop fore-
cast by2.9millionmetric tons from
amonthago amidoverlywet condi-
tions in Western Europe.

“The U.S. is practically the only

game in town for world buyers for
the next couple of months,” said
Doug Houghton, market analyst at
Brock Associates in Milwaukee.

The U.S. has also run into crop
trouble. Persistent rains in the
southern plains this spring low-
ered the quality and quantity of
hard-red-winter wheat, which is
used to make bread.

But developing U.S. hard-red-
springanddurumwheat is in excel-
lent condition. Wheat-industry
members will travel across North
Dakota, South Dakota and Minne-
sota thisweek to conduct an annual
survey of the crops, which are used
to make bread and pasta, respec-
tively.

Despite expectations of strong
export business, U.S. wheat futures
ended lower last week amid uncer-
tainty about whether demand will
actually materialize, said Shawn
McCambridge, analystwithPruden-
tial Financial in Chicago. Most-ac-
tive Chicago Board of Trade Sep-
tember wheat was trading Monday
morning at $6.195 up 3.25 cents.

“It just seems like we’re trying
to feel this market out a little bit to
see if end users are going to use as
muchwheat aswe think they’re go-
ing to,” Mr. McCambridge said.

ProMOS Technologies Inc.
(Incorporated as a company limited by shares, in the Republic of China)

NOTICE
To the holders of the outstanding

US$350,000,000
Zero Coupon Convertible Bonds due on February 14, 2012

Adjustment of Conversion Price
ISIN: XS0282343507
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