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Net NeutrAlity

■■ Salvador rizzo

I

f we do not save net neutrality, you will get the internet
one word at a time.” – U.S.
Senate Democrats, in a tweet,
Feb. 27, 2018
This clever tweet caught our
eye because each word is separated by paragraph breaks, giving
readers a bitter taste of what it’s
like to scroll through the internet
one word at a time.
It also set off our antennae because of the sweeping claim Democrats are making – that consumers will see a sharp drop in internet
speeds if the Federal Communications Commission proceeds with
its plan to unwind net neutrality
rules imposed under President Barack Obama in 2015.
Led by a new chairman chosen
by President Donald Trump, the
FCC voted to roll back the Obama-era rules and relinquish oversight of internet service providers
to the Federal Trade Commission.
Supporters say that by lifting
the burden of net neutrality regulations, companies such as AT&T,
Comcast and Verizon will invest
in their networks, improve service
and expand to underserved and
rural areas. Critics say that absent
regulations, internet providers
have free rein to slow down certain websites or features – video
streaming, for example – or speed
up websites and services willing to
pay more for Internet “fast lanes.”
The tweet from Senate Democrats is clearly meant to be exaggerated. For words to load one at
a time, the internet would have
to slow down to a glacial crawl
that would render it pointless. But
the basic assertion in the tweet –
that consumers will see a sharp
drop in Internet speeds – is worth
fact-checking.

“

The Facts
In 2015, the FCC voted 3 to 2
along party lines to approve rules
enshrining what’s known as net
neutrality – the idea that all types
of digital traffic should be treated
equally, whether it’s email, Web
content, video or any other kind
of data. The FCC’s Open internet
Order reclassified broadband providers as telecoms; imposed transparency rules; and, among other
changes, barred these providers
from blocking online content,
throttling speeds or setting up
Internet fast lanes and charging
fees for their use, what’s known as
“paid prioritization.”
For net neutrality advocates,
the Open internet Order was a
milestone after years of debate
and court battles over earlier regulations. A December 2017 report
by the Congressional Research
Service outlines the recent history
of net neutrality in the FCC, Congress and the courts, and makes
a key point: In an earlier online
era, the most popular services
were email and Web content, a
relatively light load for networks.
Since then, demand has grown for
data-heavy services such as video

streaming, online gaming and Internet voice services.
The Obama-era regulations
prevented broadband companies
from blocking or slowing down any
online service or application for any
reason other than reasonable network maintenance. The rules also
barred paid prioritization. But these
regulations would be in place for
just short of three years.
Under FCC Chairman Ajit
Pai, a Trump appointee, the commission in December voted 3 to 2
along party lines to reverse almost
all of the Open internet Order and
transfer the FCC’s oversight of Internet service providers to the FTC,
which has a lighter touch since it
can only enforce the terms of the
broadband providers’ user agreements and police “anticompetitive,
unfair or deceptive conduct.”
The FCC’s rollback proposal,
called Restoring internet Freedom,
was published Feb. 22 in the Federal Register, the official journal
of administrative actions, but additional paperwork must be filed
before the new rules are finalized.
“It will lead to slower speeds
for certain websites, absolutely,”
said Gigi Sohn, who was counselor to former FCC chairman Tom
Wheeler, an Obama appointee,
when the now-repealed net neutrality rules were adopted in 2015.
She is now a distinguished fellow
at Georgetown Law’s Institute for
Technology Law and Policy.
“There is a very good chance
that companies will ask … Netflix or Hulu, Etsy or Facebook,
even the little companies, too,
to pay for faster service or better quality of service,” Sohn said.
“And if you don’t pay, you’ll get
lower quality of service.”
This has not happened. But a
2016 report by the FCC says 61
percent of Americans have one or
no provider in their area offering
high-speed internet. The number
that rises to 87 percent for rural
Americans. So if it did happen, it’s
not as if consumers could switch
easily to a faster or less contentbiased provider.
The internet Association, a
group that represents tech giants
such as Facebook and Google,
says broadband providers need
net neutrality regulations or they
will come to control what users
see by giving top speeds only to
the highest bidders – or to themselves. Comcast owns NBC. AT&T
owns DirecTV. Both companies
and Verizon offer their own videostreaming services.
“We need strong, enforceable
net neutrality protections because
consumers have little or no choice
at the point of connection, and
ISPs shouldn’t be able to advantage their own or preferred websites and apps over the rest of the
internet,” said Noah Theran, an
Internet Association spokesman.
“Consumers should choose which
websites and apps are best.”
Contrary to what Democrats
claim in their tweet (which looks
a lot like a tweet from the ACLU,
by the way), some of the biggest
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U.S. broadband providers say in
pretty stark terms that they have
no plans to block or throttle content or to start along the road of
paid prioritization.
“Even with the FCC’s recent
changes to net neutrality, nothing has changed,” said Richard
J. Young, a Verizon spokesman.
“For years, we’ve seen all sorts of
hypothetical scenarios in which
some speculate that changes to
net neutrality rules will bring the
end to the internet as we know it.
The fact is that we need to end the
speculation, because the reality
tells a very different story.”
He quoted from Verizon’s open
internet pledge. “ ‘We will not
throttle or slow down any Internet
traffic based on its source or content,’ “ Young said. “That’s been
our commitment for years. And we
have zero intention of changing or
pulling back on that pledge.”
The pledge also says: “We will
not accept payments from any
company to deliver its traffic faster
or sooner than other traffic on our
consumer broadband service, nor
will we deliver our affiliates’ internet traffic faster or sooner than
third parties’. We will not prioritize
traffic in a way that harms competition or consumers.”
Sena Fitzmaurice, a spokeswoman for Comcast, said “we have
a long history of supporting net neutrality and have been calling on congressional legislation to enshrine it
for years.” She pointed to a Dec. 13
blog post by David L. Cohen, Comcast’s senior executive vice president
and chief diversity officer.
“Despite repeated distortions
and biased information, as well as
misguided, inaccurate attacks from
detractors, our internet service is
not going to change,” the blog post
says. “Comcast customers will continue to enjoy all of the benefits of
an open Internet today, tomorrow,
and in the future. Period.”
The post goes on to say that “we
do not and will not block, throttle,
or discriminate against lawful content” and that “we’ve not entered
into paid prioritization agreements
and have no plans to do so.”
“We don’t block websites,”
Randall Stephenson, AT&T’s
chairman and chief executive,
wrote in an open letter Jan. 24.
“We don’t censor online content.
And we don’t throttle, discrimi-
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nate or degrade network performance based on content. Period.
We have publicly committed to
these principles for over 10 years.
And we will continue to abide by
them in providing our customers
the open internet experience they
have come to expect.”
Critics say these statements in
some cases leave enough wiggle
room for a change of position once
public attention shifts away from
the FCC’s latest round of rulemaking, or once any court challenges
to the new FCC rules are resolved.
There are several documented
cases of broadband providers
blocking or slowing down applications. The FCC in 2008 found
that Comcast had violated one of
the commission’s internet policies
by blocking some users’ peer-topeer file-sharing connections in an
effort to manage network traffic.
(Comcast no longer manages traffic like this; its network management policies are posted online.)
Stephenson’s statement does
not specifically address paid prioritization, and Bob Quinn, AT&T’s
senior executive vice president
for external and legislative affairs,
touched off speculation about prioritized content when he wrote
Feb. 27: “What we do care about
is enabling innovative new technologies like autonomous cars,
remote surgery, enhanced first
responder communications and
virtual reality services …. I think
we can all agree that the packets
directing autonomous cars, robotic surgeries or public safety communications must not drop. Ever.
So, let’s address concerns around
paid prioritization without impacting those innovations.”
Broadband providers have
tweaked their positions over the
years on paid prioritization, and
in some cases have not lived up
to other customer pledges, critics
say. Sohn pointed to a court case,
Verizon v. FCC. In 2013, Verizon’s
attorney said the company was interested in paid prioritization during oral argument before a panel
of the U.S. Court of Appeals for
the District of Columbia Circuit.
“Broadband providers also
have powerful incentives to accept fees from edge providers,
either in return for excluding their
competitors or for granting them
prioritized access to end users,”
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Judge David S. Tatel wrote in ruling on the case in 2014. “Indeed,
at oral argument, Verizon’s counsel announced that ‘but for [the
Open internet Order] rules we
would be exploring those commercial arrangements.’ “
He added: “Although Verizon
dismisses the [FCC’s] assertions
regarding broadband providers’
incentives as ‘pure speculation,’
those assertions are, at the very
least, speculation based firmly
in common sense and economic
reality.” The court noted that
“Voice-over-internet-Protocol
(VoIP) services such as Vonage increasingly serve as substitutes for
traditional telephone services, and
broadband providers like AT&T
and Time Warner have acknowledged that online video aggregators such as Netflix and Hulu compete directly with their own ‘core
video subscription service.’ “
The two Democratic FCC commissioners say broadband providers could roll out paid prioritization by making discreet changes
that might go unnoticed.
“Maybe several providers will
quietly roll out paid prioritization
packages that enable deep-pocketed players to cut the queue,”
Commissioner Mignon Clyburn
said. “Maybe a vertically integrated broadband provider decides that it will favor its own apps
and services …. Maybe some of
these actions will be cloaked under nondisclosure agreements
and wrapped up in mandatory
arbitration clauses so that it will
be a breach of contract to disclose
these publicly or take the provider
to court over any wrongdoing.”
“Now our broadband providers will tell you they will never do
these things,” Commissioner Jessica Rosenworcel said. “They say
just trust us. But know this: They
have the technical ability and business incentive to discriminate and
manipulate your internet traffic.”
Again, none of this has happened. Pai says the internet flourished in the years leading up to
2015, before the Obama-era net
neutrality regulations.
“Under this light-touch approach, the private sector invested
in networks to the tune of $1.5
trillion. internet speeds accelerated from kilobits to gigabits per
second,” he said. “The Internet

wasn’t broken in 2015. We were
not living in a digital dystopia.”
An FCC spokeswoman, Tina
Pelkey, said “there is no evidence
to support” claims that the internet will slow down. She noted that
the new rules keep “requiring
ISPs to publicly disclose accurate
information regarding the network management practices, performance, and commercial terms
of its broadband Internet access
services sufficient for consumers
to make informed choices.”
Frederick Hill, a spokesman
for the Senate Commerce Committee Republicans, and Sen.
John Thune, R-S.D., the committee chairman, referred us to an
FCC chart showing a steady rise
in internet speeds from March
2011 to September 2015.
“Driven by technology, the
internet has gotten faster even
as regulations change, new users get connected, and the volume of Internet traffic balloons,”
Hill said. “While Senator Thune
shares concerns about the impact of regulatory back and forth
on the Internet, pursuing bipartisan legislation to put net neutrality protections in place to end the
uncertainty would be vastly more
constructive than pushing false
claims to politicize the issue.”
A Senate Democratic aide said
“the underlying fact is that without the net neutrality rule, ISPs
will be free to charge consumers
more for faster internet, leaving
many that cannot afford it with
slower Internet speeds.”
The Pinocchio Test
The debate over net neutrality
is reshaping the internet and raising big-picture questions about
modern life. But we cannot help
but feel that we’ve spilled a lot of
pixels here analyzing something
that simply has not happened.
Senate Democrats, industry
leaders and net neutrality activists
say the FCC’s move to toss out the
Obama-era rules will bog down and
end the internet as we know it. The
biggest broadband providers forcefully reject this claim, saying they
have no plans to block or throttle
content or offer paid prioritization.
That could change in time. As
the D.C. Circuit said, broadband
companies could make more
money from paid prioritization,
and it’s “common sense” to think
they might try it. These providers
have the ability and the incentive
to slow down or speed up internet
traffic, and they’ve engaged in
these practices in the past.
For now, though, there’s scant
evidence that internet users
should brace for a slowdown. Yet
the Democrats’ tweet conveys the
false impression that a slowdown
is imminent unless net neutrality
rules are restored. This transmission error merits Three Pinocchios,
but we will monitor the situation
and update our ruling depending
on whether the fears were overstated or came true.
© 2018, The Washington Post

Facebook’s grip on political ads seen defying stain of data leak
■■ Todd ShieldS, Bill alliSon

P

olitical consultant Mark
Jablonowski predicts that
Facebook won’t lack for
political ads during this year’s
campaign season despite the rancor caused by Russian election
meddling and a massive data leak.
“For the time being, people are
still on Facebook, and political advertisers want to advertise where
their constituents are,” said Jablonowski, partner and chief technology officer at DSPolitical, a digital
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ad firm that serves Democrats.
Facebook has grown into a
colossus in campaign spending,
serving up a rich bounty of intimate data that is used to target
potential voters from among its
online audience of more than 200
million monthly users in the U.S.
Campaign spending on Facebook
and other digital media will rise
to an estimated $600 million this
year, compared with about $250
million in 2014, the last congressional election year without a
presidential contest. That’s rough-

ly one-fifth of the money expected
to be spent on campaigns this year
and Facebook is poised to get
three-fifths of that.
Yet Facebook’s role in American elections is under intense scrutiny amid revelations that the data
of millions of users was obtained
by a political consulting firm
linked to President Donald Trump.
The firm, Cambridge Analytica,
had siphoned data from some 50
million Facebook users as it built
an election-consulting company
that boasted it could sway voters

in contests all over the world.
And questions remain about
how Russia used the platform
to sway the 2016 U.S. presidential campaign. An indictment by
Special Counsel Robert Mueller
described a multiyear effort by
the Internet Research Agency, a
Russian outfit, and others to shape
American opinions, including by
impersonating Americans on Facebook, Instagram, YouTube and
Twitter. About 150 million users
saw posts from a St. Petersburgbased troll farm whose main pur-

pose was to push Kremlin propaganda, and 11 million users saw
ads it purchased.
Members of Congress want
Facebook Chief Executive Officer
Mark Zuckerberg to testify about
the scandals, even after he broke
days of public silence to outline
steps to prevent a recurrence and
to suggest that more regulation
may be appropriate. House lawmakers sent him a letter Friday,
saying “many questions were
unanswered” by Facebook representatives who briefed congres-

sional staff, and that “you are the
right person to testify.”
More disclosure about ad
sponsors is “a first step,” said Larry Noble, general counsel for the
Campaign Legal Center, a Washington-based policy group dedicated to strengthening democratic
processes. “Let’s find out who’s
paying for these ads.”
“We may be at the beginning
of a close look at the internet, and
a public realization that it’s not just
the kid in the bedroom blogging
about something,” Noble said.

■■ rachel Siegel

T

McDonald’s signage stands outside of a restaurant in Peru, Illinois, on July 20, 2015. - Photo: DanIel acker/BlooMBerg

their own environmental issues. According
to the World Resources Institute, a research
organization, more than three-quarters of
all agricultural land is used to produce meat
and dairy. One third of all the water used to
produce meat and dairy is for beef. In fact, if
the world’s cattle formed a nation, WRI says,
it would be the third-largest greenhouse gas
emitter after China and the United States.
In its announcement, McDonald’s said
it would reach its targets through energyefficient kitchen equipment, LED lighting, sustainable packaging, recycling in
restaurants and investing in sustainable

agricultural practices. The company noted that beef production, restaurant energy usage and sourcing, packaging, and
waste account for roughly 64 percent of
McDonald’s global emissions. The company did not name specific changes to its
menu to reach its environmental goals.
McDonald’s also became the first restaurant company to set targets approved
by the Science Based Targets initiative,
which helps companies determine goals
for reducing emissions. Hundreds of other companies have either committed to
setting targets, or have had their targets

approved. Those companies represent
industries from pharmaceuticals to real
estate and include the likes of Walmart
and PepsiCo.
McDonald’s sheer size – 37,000 locations
in more than 100 countries – is an encouraging sign for global climate change action,
said Cynthia Cummis, director of private
sector climate mitigation as the World Resources Institute, which is a partner of the
Science Based Targets initiative. Unlike
many of its competing chains, McDonald’s
exercises a unique dominance over the
beef industry, she said.

“With the need to feed a growing population and the growing demand for protein, how are we going to meet that need
in a sustainable way?” Cummis said. “I
think that’s where McDonald’s needs to
play an important role.”
This week was not the first time McDonald’s rolled out green initiatives. Earlier this
year, the company committed to having all
of its packaging come from renewable,
recycled or certified sources by 2025. And
in 2015, McDonald’s sought to address the
impacts of its supply chain on deforestation.
Francesca DeBiase, chief supply chain
and sustainability officer for McDonald’s,
said meeting targets will require collaboration across the board – from suppliers
to franchise owners to customers. Over
90 percent of McDonald’s restaurants
worldwide are owned and operated independently, meaning that, for example, the company would have to lean on
those partners to invest in energy-efficient
equipment like LED lighting, she said.
“Our focus is always looking forward
and determining what the next big steps
are for a brand like ours, and finding the
intersection between what’s important to
us as a business and what’s important to
our customers with what’s important to
the environment, DeBiase said. “Climate
change fits squarely into that.”
Whether other major restaurant chains
adopt similar targets, Senatore and Cummis agree, will have to play out over time.
Companies “understand that this is a
reputational issue,” Cummis said. “This
is an important indicator of being a leader
and protecting their brand.”
© 2018, The Washington Post

Shell outlines scenario for what it would take to halt climate change
■■ chriS Mooney, STeven MuFSon

R

oyal Dutch Shell on Monday outlined a scenario in
which, by 2070, we would
be using far less of the company’s
own product – oil – as cars become
electric, a massive carbon storage
industry develops, and transportation begins a shift toward a reliance
on hydrogen as an energy carrier.
The company’s “Sky” scenario
was designed to imagine a world
that complies with the goals of the
Paris climate agreement, managing to hold the planet’s warming
to “well below” a rise of 2 degrees
Celsius, or 3.6 degrees Fahrenheit, above preindustrial levels.
Shell has said that it supports the
Paris agreement.
The scenario, which finds the
world in a net-zero emissions state
by 2070, is based on the idea that
“a simple extension of current efforts, whether efficiency mandates,

modest carbon taxes, or renewable
energy supports, is insufficient for
the scale of change required,” the
oil company document reads.
“The relevant transformations
in the energy and natural systems
require concurrent climate policy
action and the deployment of disruptive new technologies at mass
scale within government policy
environments that strongly incentivize investment and innovation.”
The company also cautioned
that “Sky” is only a scenario – a
possible future dependent on
many assumptions – not a reality
that will definitely be realized.
Shell is one of the globe’s largest publicly traded oil companies,
and produced 3.7 million barrels
of oil equivalent per day last year.
But the company’s own recent
investments reflect a slight change
in focus, or at least a hedging of
its bets. In October, it purchased
NewMotion, an electric vehicle

charging company. Shell now operates a small number of stations
providing hydrogen fuel to vehicles
in the United States and Europe,
and is involved in pursuing carbon
capture and storage technologies
through its Quest project in the Canadian oil sands and the enormous
Gorgon project in Australia.
The company has also acquired BG Group, a major natural
gas company, as part of placing
greater emphasis on producing
natural gas, which releases fewer
greenhouse gases during combustion than oil or coal.
The company is being pressured by some shareholders to do
more on climate change, though
some investors support the current state of the company.
“Any time we see a forecast
looking out many decades (in this
case, 2070), it can be an interesting talking point but does not
seriously influence investor deci-

sions,” Pavel Molchanov, energy
analyst at the investment firm
Raymond James. “Even for longterm-oriented investors, that is
simply too distant a time frame.”
Royal Dutch Shell chief executive Ben van Beurden in past
interviews with The Post has acknowledged that “climate change
is real” and that “action is needed,” but has asserted that the
world will need to keep burning
fossil fuels even if renewable energy catapults forward.
“It doesn’t mean we have to
kiss hydrocarbons goodbye. In
fact, we can’t,” he said.
In November, the company
said it would cut the carbon
footprint of making (not burning) its own petroleum products
by 20 percent by 2035 and by
about half by 2050. Shareholder
groups, however, have noted
that if Shell increases its overall
fossil fuel production then it will

undercut some of those gains.
Last year, shareholders overwhelmingly rejected a proposal by
an environmental group calling for
Shell to set and publish annual targets to reduce carbon emissions.
In the “Sky” scenario, the
world’s consumption of oil would
rise through 2025 before starting
to decline. Global oil consumption
would begin to drop in the 2030 and
fall below current levels in 2040.
“Liquid hydrocarbon fuel consumption almost halves between
2020 and 2050 and falls by 90
percent by 2070 in the sector,” the
document says.
Other changes are just as
massive. Nuclear power would
triple, the total use of electricity
would expand fivefold, and the
world would be equipped with
10,000 carbon capture and storage (CCS) installations.
“The reliance on CCS stands
out in Sky, and what surprised me

was the rapid decline in natural gas
after 2040,” said Morgan Bazilian,
a professor at the Colorado School
of Mines who studies energy and
fossil fuels. “Those are interesting
contours given Shell’s move toward
natural gas in the recent past.”
Bazilian praised Shell’s future
energy scenarios in general, noting, “In my mind, Shell has always
been a leader in this space, and
that is again the case with Sky.”
“Most of the trends that Shell is
describing – with the notable exception of carbon capture – are already commercially viable,” Molchanov said in an email. “Some
are in widespread use, while others (e.g., hydrogen in transportation) are in early stages of adoption. But still, extrapolating from
current trends a half-century into
the future is a textbook example
of ‘more art than science.’”
© 2018, The Washington Post

The US just hit a major milestone for energy storage – which is also great news for solar
■■ chriS Mooney

T

he United States has
now added the capacity
to store a billion watts
of power for one hour, and may
double that total in 2018 alone,
says a heady new forecast that
highlights the rapid growth of
the battery business.
The finding, by the research
firm GTM Research and the industry trade group the Energy
Storage Association, predicts
sharp growth in an industry that
was barely on the radar just a
few years ago. Much of the subsequent growth has been inside
homes but also at the scale of the
electric grid, where batteries can
help power companies decide
when to deploy their growing
store of electricity generated from
renewable sources such as solar.
In general, the deployment of
energy storage is good news for renewable energy and especially solar, because it helps stretch out the
availability of this energy source,
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which would otherwise only be accessible during daylight hours.
The new report finds that installations of energy storage – overwhelmingly dominated by lithium
ion batteries – grew 27 percent to
431 megawatt hours in 2017. But
the growth is expected to be more
than double in 2018, up to 1,233
megawatt hours (or 1.233 gigawatt
hours), the group predicts.
A gigawatt hour in this context refers to the ability to store
1 billion watts of energy for the
period of one hour. That could
be accomplished by installations
that only store energy for an hour,
but also by installations that store
a half-billion watts but do so for
two hours, or a quarter-billion
watts for four hours – and so on.
Batteries vary in how much power they are able to discharge at
one time, and on how much energy they are able to store.
Either way, the 1 gigawatt
hour figure is “a major landmark
for the industry to reach,” said
Ravi Manghani, GTM Research’s

energy storage analyst and author of the new report.
The industry’s forward-looking
view might be a little too rosy, but
storage is definitely advancing,
said Eric Hittinger, an energy expert at the Rochester Institute of
Technology, of the latest projection.
“It seems a little optimistic to
me,” Hittinger said. “However, I
would agree with them qualitatively that this is an industry that is
going to keep growing, the markets
are there already and are improving actually over time.”
The enthusiasm is reflected
by Tesla, a major battery manufacturer that announced a home
storage system, the Powerwall, in
2015. The company said in its latest earnings announcement that
in 2018, “we aim to deploy at least
three times the storage capacity
we deployed in 2017.”
Hittinger noted that prices for
storage still remain quite high,
limiting uses and deployment.
“The Holy Grail is essentially
to be able to have this large-scale

bulk energy storage that’s just
moving energy, many megawatts
across days or even weeks,” Hittinger said. “There would be dozens or hundreds of gigawatt hours
of market there, but only if somebody can deliver it for maybe $100
a kilowatt hour or so.”
Still, Manghani said that individuals are adding storage in their
homes to provide backup systems
in the event of power outages and
also to use energy from home solar panels in the evening when
the sun is no longer shining.
California has been at the
center of this activity thanks to
the Self-Generation Incentive
Program, which provides rebates
for customers to install storage
in their homes (or businesses).
Other states have also dived in,
with Maryland recently launching a tax incentive for installing
energy storage systems.
These favorable policies,
combined with favorable steps
on the federal level by the Federal Energy Regulatory Com-

mission, are one reason storage
is expected to grow this year.
Large businesses and institutions are also deploying storage
assets. Because these consumers
often get billed different rates depending on when they are using
power, having storage lets them
lower their costs by shifting usage
around in time, Manghani said.
“Energy storage is used as a
tool to shave off their peak consumption periods,” he noted.
And then there’s the largest
sector – utilities. They, too, have
to focus on when renewable energy gets used.
“A lot of these systems that
we are starting to see come online is utilities looking for not just
renewable power, but renewable
power during the peak hours,”
Manghani said. The hours when
power companies typically need
to be able to provide the most
electricity is in the evening, when
people get home from work and
start switching on all their gizmos
– but that’s when the solar energy

resource is fading or even gone.
“There are several of these
[contracts] where the developer
is deploying storage to store solar
generation during the middle of
the day and then dispatch these
storage assets during evening
hours, when the relative value of
those electrons or those kilowatt
hours is much higher in the evening hours,” Manghani said.
Still, at the scale of the entire
U.S. electric grid, a gigawatt hour
of energy storage is remains quite
small. The United States has the
capacity to generate more than
1,000 gigawatts of simultaneous
electricity from all of its various
types of power plants.
An older, more established
technology, called hydroelectric pumped storage.The United
States has more than 20 gigawatts
of pumped storage capacity.Still,
the price of storage must continue
to decline as well for deployments
to further increase in the long run.
© 2018, The Washington Post.
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■■ MICHAEL KLEIN

Government to set up trade and
investment ministry, regional offices
■■ MICHAEL KLEIN

W

hen Premier Alden
McLaughlin
announced the creation
of a new trade and investment
ministry last year, together with
a regional office in Hong Kong,
he justified the unusual mid-term
move with the ever-changing international regulatory landscape
for the financial services sector.
As a result, Cayman’s economic model will continue to face external threats, largely because of a
widespread misunderstanding of
the Cayman Islands and its regulatory regime, he said.
“Cayman must move with the
times,” the premier said, “if we
are to maintain a vibrant financial
services Industry.”
To that end, the trade and investment ministry is tasked with
improving the reputation and promotion of Cayman with key opinion formers abroad and attracting
investments, not only from a wider
pool of investors in new markets
but also among an increasingly
diverse range of businesses.
The new Ministry of International Trade, Investment, Aviation and Maritime Affairs is also
a step of emancipation from the
United Kingdom, which is preoccupied with its own challenges of
exiting the European Union and
whose lawmakers have repeatedly lashed out against British
Overseas Territories.
Eric Bush, who will lead the
new ministry as chief officer, once
he returns in July from his current
assignment as Cayman Islands’
Representative in the U.K. and
Europe, agrees that the initiative
is in part in reaction to the Sanctions and Anti-Money Laundering Bill in the understanding that
Cayman needs to speak for itself
in international forums.
He believes it is also a result of
the positive impression that Cayman has made when a delegation attended the Great Festival
of Innovation in Hong Kong in
March 2018.
The Cayman Islands government used the festival, which
was part of the U.K. Department

W
Eric Bush, chief officer, Ministry of
International Trade, Investment,
Aviation and Maritime Affairs

of International Trade’s effort to
promote British businesses and
industries, to showcase local businesses, particularly in the financial services industry.
Cayman hosted a reception
on the night after HSBC hosted
a similar event. “What Cayman
had to showcase, and the quality of speakers showed that Cayman was on par, if not better,”
says Bush.
“If you will, that was evidence
that showed the premier and others that Cayman can participate
and succeed on the world stage.
So why not create a core ministry
that is responsible for advancing
that, seeking to coordinate and facilitate other ministries that naturally focus on external markets.”
Equipped with an initial
budget of $3 million for the new
ministry and the establishment of
an Asia office, the ministry’s first
year will not focus on creating
new products but look at the successes of the various ministries
and industry initiatives “with a
new lens on.”
This will encompass not just financial services, tourism, aviation
or shipping but “Brand Cayman”
– the Cayman Islands as a target
for investments more generally.
The new chief officer says the
trade and investment ministry
will not be able to achieve this
goal in isolation. “For this ministry to work effectively and to do
its job, we need to work hand-inhand with the private sector,” he
says. “This is not a government

Cayman can learn from a place like Monaco to attract a high net worth clientele and leverage the success of its shipping registry at the popular yacht show by promoting
other aspects of Cayman, says Eric Bush.

that is there to do it all. It is there
to supplement and enhance efforts that have already been
made, and that are ongoing.”
In this context, Cayman can
also learn from the successes of
other jurisdictions and better capitalize on some of the work that it
has already done for years.
Bush cites Monaco as a prime
example. The independent citystate in the Mediterranean has
been very successful at attracting
the world’s billionaires.
The small principality has an
entire calendar of events and initiatives to attract and maintain
a high-end clientele to live and
invest there, Bush says. “That
is something that Cayman can
learn from.”
Monaco is also host to the
world’s premier luxury yacht
show at the end of each September. The event has been attended
by the Cayman Islands Shipping
Registry for several years.

If one considers that of the 600
to 700 luxury yachts on show,
70 percent have a Cayman flag,
Bush says, that “is a huge platform to build on.”
“That is the success the shipping registry has achieved over
years but the Cayman Islands –
both public and private sector –
we have not tried to explore and
exploit that success in Monaco.”
Given that there is a plethora
of shipping industry service providers and manufacturers present
at the event, Cayman should try
to leverage the success it has already, to “see what avenues for
opportunities there are for other
aspects of Cayman,” Bush says.
The first year of the ministry’s
operation will be about planning
and carrying out an audit of all
external relations and promotional initiatives in both government
and private sectors.
“What I believe we may find
is that there are synergies to be

identified between what the private sector does in certain industries and what the public sector
does,” says Bush.
The question is “can we
add another dimension to that
by talking about the stock exchange, or not only our tourism
product but also our aviation registry?” he says.
The new ministry will also
have responsibility for a string of
regional offices that government
plans to establish over time. The
first office in Hong Kong is expected to be set up in the third
quarter of 2019.
At the same time, government
will go through a business case
analysis to evaluate the merits of
opening a Cayman Islands office
in the U.S. to address the North
American market.
“Similarly, we will do this
around the world as and when a
business case or a business need
calls for it,” Bush says.

Because of its constitutional
relationship with the U.K. and its
role as a center of political influence, Cayman will need to maintain a presence in London.
“However, as we look to expand and even maintain our market share in financial services or
luxury tourism, then the business
need becomes more relevant to
have a government office in a particular jurisdiction,” Bush says.
This will be informed by
the desire to maintain and increase market share in specific
jurisdictions.
“Change is constant,” Bush
says. “The only way we can
keep pace with the change is
to have relevant and appropriate boots on the ground to tell us
what we should be doing, what
products we should be creating,
what legislative framework we
should have to make sure that
we can service the clients now
and into the future.”
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With Citi’s $47 fee sparking rage, banks brace for AMLO reaction
■■ NACHA CATTAN

M

“

ama, why did they
take my money?’’
Tatiana Clouthier
had put the peso equivalent of
about $80 in a savings account
for her daughter Maria a few
months earlier. Then a statement
arrived showing the new balance: zero. She recalls answering
her 10-year-old’s plaintive question as best she could: “Because
they charged you fees for I don’t
even know what.’’
Mexican banks might have
upset the wrong mother. Almost
a decade later, Clouthier is among
the most powerful lawmakers in
President Andres Manuel Lopez
Obrador’s party. And she’s backing a campaign that’s spread jitters through financial markets, to
make the banks charge less.
High fees are a problem for
Mexico’s economy, as well as for
individual customers. Because
their flip-side is an unusually low
level of lending to households
and businesses -- the kind that
finances growth.
Lending has been subdued
since the Tequila Crisis of 1994,
when a peso devaluation spurred
capital flight. International banks
operating in Mexico typically earn
about one-third of local revenue
from fees and commissions, according to financial consumerprotection agency Condusef,

compared with one-fifth in their
home markets where there’s more
interest income from loans.
“Banks are simply acting in
their comfort zone,’’ says Jose de
la Cruz Gallegos, director of the
Industrial Development and Economic Growth Institute in Mexico City. “They don’t carry out
the function of other banks in the
world, of being intermediaries
between savings and the needs
of an economy.’’
What the comfort-zone looks
like to a bank customer is, for
example, a $47 fee for a bounced
check.
That’s what Citigroup’s Mexican unit charges. It’s equivalent
to more than two days’ wages -while in the U.S., where average
earnings are four times higher,
Citi would charge $34. Citi does
about 4 percent of its lending in
Mexico, but earns anywhere from
15 to 30 percent of consumerbanking revenue there.
In a written response to questions, Citibanamex said the fee
comparison isn’t fair. It said the $47
bounced-check charge is a maximum, while lower U.S. fees in some
cases reflect better legal protections. It said it’s eliminated at least
five fees in Mexico in recent years.
Citi wasn’t singled out by Condusef, which slammed lenders
across the board. It found HSBC
charges Mexico’s highest commissions for mortgage apprais-

Tatiana Clouthier following an interview in Mexico City last year. - PHOTO: BLOOMBERG

als, though it reportedly scrapped
them altogether in the U.K. HSBC
also charges about $50 to the writer of a bounced check. Like Citibanamex, HSBC says Condusef
made erroneous revenue comparisons between global banks and
their Mexico units. It says bank
commissions in Mexico generally
declined last year.
The banks’ own websites tell
the story too. BBVA Bancomer
charges clients to print transactions
at their own ATMs, whereas there’s
no such fee listed in Spain. Grupo
Financiero Banorte, where Clouthier’s savings for her daughter got

eaten up, can charge customers for
the accounts it markets for children
when they query transactions that
were accurately posted.
The question for Mexico’s government is how to bring the charges down -- by law, regulation or
political pressure -- and also get
more credit flowing. When plans
for legislation were floated in November, they triggered a market
slump. Many analysts say doing it
by decree could backfire.
Banks could shutter branches
in response, says Ernesto Revilla,
an analyst at Citibanamex who
was chief economist at the Fi-

nance Ministry under the previous administration. They’d probably raise credit-card rates to
cover losses, says Marta Bastoni at
Bloomberg Intelligence.
The government’s strategy
isn’t clear. Lopez Obrador came
out against legislation -- but also
said he wouldn’t interfere in Congress, where his Morena coalition
controls both houses. The Senate
bill that upset investors, drafted
by majority leader Ricardo Monreal, would abolish or reduce 15
categories of fees.
Monreal says he’s holding
it over the lenders’ heads as he
waits for their “counter-proposal’’
next month. “We want banks to
charge here what they do in their
own countries,’’ he says. Clouthier,
who’s deputy chief of the lower
house, says she’s now leaning
toward a fix via bank regulators
rather than Congress.
Lopez Obrador has a wider
plan to revamp Mexican finance, and he wants the banks
on board. Marcos Martinez,
head of the Mexican Association
of Banks, pledged last month to
bring 30 million people into the
banking system and turbocharge
lending to consumers and small
business. He said mobile-phone
banking, which would be free of
charge, may help.
It’s not the first attempt to juice
bank lending, but there are some
peculiarly Mexican obstacles.

One is the shaky rule of law.
Measures passed under AMLO’s
predecessor Enrique Pena Nieto had some success in boosting
loans, by allowing development
banks to offer more guarantees.
But a key component -- the creation of special courts to ease the
lengthy, high-risk process of recouping collateral -- never happened, according to Revilla. He
says quicker recovery procedures
will cut costs for banks, who’ll
pass the savings on to customers.
Mexico also has a central bank
that’s veered hawkish since the
Tequila Crisis. Its current 8.25 percent benchmark translates into
some of the highest real interest
rates in emerging markets.
That makes it more profitable
for banks to buy government debt
instruments than “allocate credit
to investments where there’s more
risk,’’ says Mario Di Constanzo,
who recently stepped down as
Condusef chief.
Whatever the ultimate reason,
broad swaths of Mexico’s population wouldn’t be caught dead
in a bank.
Jorge Osvaldo has never had
an account. “Banks are difficult
to deal with,’’ says the 36-year-old
office assistant, who’s worried he
doesn’t earn enough to avoid the
low-balance fees they typically
charge. “I don’t want to pay extra.’’
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McDonald’s announces green initiatives for 2030,
sending a signal to the restaurant industry
he iconic golden arches got a little greener last month. Or at least
they will by 2030.
McDonald’s announced a new set of
targets on March 20 for reducing greenhouse gas emissions, the impacts of which
the company compared to taking 32 million cars off the road for one year. Those
goals include reducing emissions from McDonald’s restaurants and offices by 36 percent by 2030, compared to 2015 levels. The
targets also include a 31 percent reduction
in emissions intensity (measured per metric ton of food and packaging) across its
supply chain over the same period.
Beyond the altruistic merits of green
initiatives, analysts and climate change
experts say the move by one of the world’s
most dominant restaurant chains reinforces the idea that companies cannot afford
to ignore customer interest in their carbon
footprints, or that of their cheeseburgers.
“Where McDonald’s goes, usually the
rest of the restaurant industry eventually
follows,” said Sara Senatore, a senior research analyst at Sanford C. Bernstein &
Co, who focuses on the restaurant industry. “It’s hard for other companies not to
follow suit eventually.”
Senatore pointed to past examples when
McDonald’s has taken a stance on social-responsibility issues, including when the chain
transitioned to antibiotic free chicken.
Rivals that fail to match efforts can
wind up regretting their decision.
“It starts to be something that works
against you,” Senatore said.
Though hardly alone, McDonald’s core
products – the burger or sandwich – present
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Will the FCC’s net neutrality
repeal grind the internet to a halt?

m
m

E ghth Page
m

Offshore A ert M am Apr 28 - 30

Front Page Str p

GA M OPS Cayman Apr 28 - May (The
R tz-Car ton)

m

w
m

C SHRP Conference (C Soc ety for
Human Resources)

C O

Cayman Nat ona Hea thcare Conference
00 Women for Cayman Bus ness &
Profess ona Women s C ub
Women n F nance (Hedge Funds)
2 25"w x
0 3 25"h

6"w x 0 3 25"h

6”w x 5 075”h

2 25"w x 3"h

Con

med Feb ua y 20 9

SCHEDULE
Sa es C ose
Spec a Top cs

June

Ju y

23 May

20 Jun
Persona
nvestment

Tour sm

August

Sept

Oct

Nov

Dec

25 Ju

22 Aug

19 Sep

24 Oct

21 Nov

Bus ness o
Food and
Dr nk

G v ng Back
nvest ng n the
Next Generat on

Hea thcare

Women n
Bus ness

nsurance

