How to save the Supreme Court from itself (1)

To avoid breaking a precious institution, the nine justices need to restrain themselves
May 7th 2022

Hippocrates condemned abortion; Aristotle thought it less cruel than exposing unwanted infants to the
elements. The West has been arguing about this hard moral problem for over 2,000 years. In Australia,
Britain, Canada, France, Germany and Japan, legislatures have allowed abortion early in pregnancy
and made it illegal later. Most Americans agree with that, but their country stands apart.

A leaked draft of a majority opinion from America’s Supreme Court obtained by Politico, a news
organisation, suggests that the court will overturn Roe v Wade, the 50-year-old decision that makes
abortion legal until the fetus becomes viable.

Perhaps the judges will change their mind or temper their arguments before the final opinion is
issued. Even so, with a 6-3 conservative majority, not the 5-4 split that has held for the past half-
century.

The outsize power wielded by the court in 2022 derives from a political system that struggles to strike
compromises. Lining up a majority in the House, 60 votes in the Senate (to override a filibuster) and a
presidential signature is too hard.
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How to save the Supreme Court from itself (2)

To avoid breaking a precious institution, the nine justices need to restrain themselves
May 7th 2022

By their dereliction, legislators dump big decisions on the justices. As a result Supreme Court
confirmations have become trials of strength where the Senate majority holds sway.

Even if most Americans favour a compromise between a libertarian view and the belief that life begins
at conception, judges are supposed to rule on the law, they say, not bend to public opinion.

When the legislature cannot pass laws on the big questions of the age, the courts bear a special
responsibility, lest justice itself is poisoned. The court must indeed feel that it can go against public

opinion. But in whatever it does it should weigh tradition and precedent and exercise restraint.

The justices might find their judgments ignored. An America where the rule of law was weakened
would be less free and more dysfunctional.
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How to save the Supreme Court from itself (3)

To avoid breaking a precious institution, the nine justices need to restrain themselves
May 7th 2022

Second, if in the name of conservatism the justices start tearing up precedents that have stood for half



a century, there will be growing political pressure to remake the court.

Third, America’s divisions into red and blue camps would deepen. The United States is a federal
system where states enjoy discretion to write many of their own laws.

The ideal way to avoid this would be for the legislature to rediscover the art of compromise, so that
the court could act as the arbiter it was meant to be. Political questions are best solved by politicians,

not judges.

Until then the court should save itself by acting with restraint. It should also seek to bolster its own
legitimacy. Congress is debating an ethics code.
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Press freedom is under Attack (1)
May 3rd 2022

Since the Russian army invaded in February, more than 20 journalists have been killed. Throwing
aside international conventions, the Russians are targeting reporters.

It’s a triumph that Ms Rudenko and her team are working at all. Last year they were worrying
about a threat less dramatic than Russian bombs, but still insidious: a reorganisation of the paper
which they believed would undermine their editorial independence. As the war began and
interest peaked, some 630,000 visitors a day were reading the Kyiv Independent. It has raised



almost $2m in crowdfunding.

Globally, press freedom is in retreat. Around 85% of people live in countries where it has
declined over the past five years. v«m gives each country a score from 0 (least free) to 1 (most
free).

The sharpest decline has come in the past decade, and has included several of the most populous
countries. China declined from very bad (0.26) in 2011 to atrocious (0.08) in 2021. India fell
from 0.85 to 0.55; Turkey from 0.54 to 0.15; Egypt from 0.58 to 0.14; Indonesia from 0.83 to
0.68 and Brazil from 0.94 to 0.57. Russia plunged from 0.51 to 0.31.

Several states still deploy old-fashioned brute force against journalists. In 2021, 488 were behind
bars.
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Press freedom is under Attack (2)
May 3rd 2022

Even as press freedom has declined over the past decade, the number of journalists killed on the
job has also fallen, from 76 in 2011 to 46 in 2021. That may be because authoritarian leaders are
finding they can control the news in less grisly ways.

For such leaders, the covid-19 pandemic has been handy. New rules in countries such as Bolivia,
Russia and the Philippines punish the spread of “false information” about the virus with jail
time.

Financial pressure on independent media can be effective not least because the news industry has
been in decline since the 1980s.

Against that backdrop, governments can cripple critical outlets by withholding advertising and
leaning on private firms to do likewise.

Another common trick is for regimes to nudge friendly plutocrats, who often depend on official
patronage for their fortunes, to buy up independent media and neuter them.

Mr Orban won a fourth term in office last month, thanks in no small part to his grip on the
public’s understanding of reality.
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Press freedom is under Attack (3)
May 3rd 2022

It was founded in Budapest two years ago when more than 80 staff jumped ship from a media group run
by an Orban ally. “We knew that we cannot rely on advertising revenue, because of the political
influence of the advertisement market.”

Telex appealed for donations via YouTube, and to build trust with its audience it began sharing
detailed information on revenues and spending online. In the run-up to the recent election, Telex
reporting stood in stark contrast to that by government-led groups.



Hungary shows how press freedom can be curtailed in a country that is still, more or less, a
democracy—critical voices such as Telex reach far fewer people than state-backed propaganda
outlets. In truly authoritarian regimes such as China the muzzle is far tighter.

This climate of fear is now enveloping Hong Kong, which until recently allowed relatively free
speech. A “national security” law introduced in June 2020 threatens severe penalties, including
life sentences, for vaguely defined crimes, such as subversion, that journalists might consider just
doing their job.
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Press freedom is under Attack (4)
May 3rd 2022

The Hong Kong authorities’ campaign to shut down Apple Daily, a pro-democracy tabloid, and
silence its billionaire owner, Jimmy Lai, has provided a template for repressive regimes
everywhere.

Mark Simon, an aide to Mr Lai, says the harassment began more than 20 years ago. The
authorities pressed local businessmen to stop advertising with Apple Daily.



When the Hong Kong police swooped into the newsroom and demanded staff tell them where the
servers were, they were infuriated by the response: “in the cloud”. When the final issue was
printed, Hong Kongers queued at the newsstands and bought a million copies, more than ten
times the usual sales.

such as western Europe. Rich and powerful folk with things to hide have found that overstrict
libel laws and vaguely drafted privacy rules can be used to deter nosy journalists.

Daphne Caruana Galizia, a Maltese investigative journalist known as a “one-woman WikiLeaks”
for her coverage of corruption and money-laundering, spent almost every day of the last year of
her life in court.
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Press freedom is under Attack (5)
May 3rd 2022

In a push to stop such misuse of the legal system, the European Commission sketched out new
rules in April that would allow reporters to appeal to the courts to have bogus cases thrown out.

Like the law, free speech itself, augmented by technology, has been turned against journalists.
Social media provide a platform for hate campaigns that can wear down the most hard-nosed
correspondent.

Rana Ayyub, an Indian commentator who loudly admonishes Prime Minister Narendra Modi for
stoking anti-Muslim violence, has endured a campaign of intimidation by his supporters.

As journalism has moved online, governments have found new ways to censor it. China’s “great
firewall” lets the Communist Party block nearly any content it dislikes. Other regimes sometimes
use cruder methods.
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Press freedom is under Attack (6)
May 3rd 2022

Journalists are fighting technology with technology. They conduct interviews on encrypted
messaging apps, like Signal or Telegram. To protect whistleblowers with access to important
information, they rely on new sharing tools that erase files as soon as a transfer is complete.

Research shows that where there is freedom of the press there is less corruption. When autocrats
distort the news, they force their publics to live in a fantasy world.

Consider Russia. Even as Mr Putin is failing in his war on Ukraine, he is succeeding in
mythmaking at home. His propaganda machine is spewing lies.

Elena Kostyuchenko, an investigative reporter, has been beaten by thugs and has seen four
colleagues murdered in her 17 years at Novaya Gazeta, a Russian newspaper. She says the new
censorship laws are succeeding.

Perhaps Ms Kassa is right when she says that the truth can fight for itself. But the omens are not
good. As government control grows more sophisticated, even the bravest and most innovative
journalists are finding it harder to do their jobs. If the steady erosion of press freedom is not
reversed, governments will get away with more abuses and everyone will find it harder to
understand the world as it is.
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Can Chinese big tech learn to love Big Brother? (1)

The government’s crackdown eases, but the damage has been done
May 7th 2022

Jack ma, china’s most famous entrepreneur, has not been one to mince his words about the role of
government and business.

A crackdown that began in late 2020 on China’s consumer-internet champions has made such


https://www.economist.com/leaders/2021/08/14/xi-jinpings-assault-on-tech-will-change-chinas-trajectory

inspiring sentiments harder to sustain.

The techlash is moving into a new phase. The sorry state of the Chinese economy has forced regulators
to delay further planned corporate punishment in the hope that the industry can help recharge
growth.

When Mr Ma celebrated Chinese enterprise in Bali, Alibaba and Tencent were two of China’s biggest
private investors, pushing into an array of businesses.

American tech bosses are still reshaping and expanding their empires. Mark Zuckerberg, founder of
Facebook, is seeking to turn his social-media group into a “metaverse company”, bringing virtual
reality to the mainstream. Chinese empire-builders, by contrast, are tempering their ambitions.
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Can Chinese big tech learn to love Big Brother? (2)

The government’s crackdown eases, but the damage has been done
May 7th 2022

Beijing’s regulatory crackdown has greatly discouraged risk-taking. Tencent’s foray into online
education in 2019 is now a dead end, as is that whole industry, after sweeping new rules were
enacted last year on the services that can be offered to school-age pupils. Online video-games,
Tencent’s chief revenue-generator, have also come under attack.



The companies’ strategies reflect limited options for rapid growth. Take Alibaba and its three core

areas of operation.

Alibaba’s solution to a long-expected slowdown in Chinese e-commerce as the market becomes
saturated has been to move into smaller, poorer cities across the country with the expansion of Taobao
Deals, a platform that allows groups of people to buy products at lower cost.

Its global business has grown rapidly, mainly thanks to the fast expansion of Lazada. But its retail
operations abroad have contributed only about 5% of overall annual revenues since 2017, and are
unlikely ever to make up a meaningful part of the Alibaba empire.

Chinese regulators, too, have clamped down on the tech titans’ foreign investments. They have also
stepped up prevention of monopolistic behaviour at home, stifling domestic investments.
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Can Chinese big tech learn to love Big Brother? (3)

The government’s crackdown eases, but the damage has been done
May 7th 2022

The government wants Chinese big tech to make or design semiconductors and artificial-intelligence
(«) software, and run cloud-computing businesses.

Many tech firms have taken the hint. Alibaba relies heavily on the success of its cloud-computing



division, which leads the market and brought in 8% of total revenue in the last quarter of 2021.

Such top-down delegation of entrepreneurial activity cannot be completely written off. The
momentum building in China may eventually enhance the underlying technologies on which a new
wave of enterprise will take root.

Finding state-endorsed technologies to invest in is politically expedient for the largest internet
platforms. Yet even self-driving cars and other state-backed projects will probably fall short of the
growth rates to which the companies became accustomed in the heady 2010s.

Alibaba is again a case in point. Aliyun, its party-approved cloud business, has suffered big setbacks
recently. It lost ByteDance, the owner of TikTok, Western teenagers’ favourite time sink, as a
customer. A steady stream of state-controlled companies are leaving it for cloud platforms

owned by other state groups. There are limits to how much Aliyun can earn in foreign markets,

where a distrust of Chinese technology has led to the banishment of tech compatriots.
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Will an ever feebler currency save or sink Japan’s economy? (1)

The yen’s steepest fall in two decades will be hard to arrest

May 7th 2022

The last time the Japanese yen dipped below 130 to the American dollar, in 2002, China’s

economy was smaller than France’s. That would probably prove futile: deep forces are driving the
yen’s depreciation.

The most important one is the widening gap in interest rates between Japan and America (see
chart). While prices have risen sharply in America, inflation in Japan has remained below the
Bank of Japan’s (»0;) 2% target.

the vo; reaffirmed that direction, pledging to keep buying ten-year bonds to help control the
yield curve. With more money to be made holding American bonds than Japanese ones, investors
have snubbed the latter, dampening demand for the yen.

In order to buy pricier foreign goods, importers have been forced to sell more yen. Japan’s
borders have remained closed to inbound tourism due to the pandemic, further weakening
Japan’s balance of payments.
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Will an ever feebler currency save or sink Japan’s economy? (2)

The yen’s steepest fall in two decades will be hard to arrest
May 7th 2022

Yet the yen has sunk to such lows that concerns are mounting. Consumers are getting squeezed
by rising import prices; the government announced another fiscal-stimulus package in April to
ease the pain ahead of upper-house elections expected for July.

One reason is Japanese firms’ gradual but sustained efforts to mitigate the risks of currency
appreciation by offshoring production. “The flip side,” Mr Baba says, “is that they can’t reap as
many benefits from depreciation.”

Some reckon the yen could continue falling, perhaps to 150 to the dollar, a level unseen even
during the Asian financial crisis of 1997-98 (when it fell to 147 to the greenback).

A turning point might come when Japan reopens to foreign tourists, as expected following the
elections. Ultimately though, argues Jesper Koll of Monex Group, a financial-services firm, “the
yen’s fall from grace will stop and reverse exactly when Japanese investors begin buying their
mother markets.”
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Wearable technology promises to revolutionise health care (1)

Do not let bureaucracy delay matters
May 5th 2022

It is a stealthy killer. When the heart’s chambers beat out of sync, blood pools and clots may form.
Atrial fibrillation causes a quarter of more than 100,000 strokes in Britain each year. Tests are costly
and inaccurate, but Apple Watches, and soon Fitbits, can detect it, are far cheaper and can save those
whose lives are in danger.

This is just one example of the revolution about to transform medicine. Smartwatches and -rings,
fitness trackers and a rapidly growing array of electronically enhanced straps, patches and other
“wearables” can record over 7,500 physiological and behavioural variables.

These are early days for the quantified self, and for investors in digital health it is still a wild ride.
Witness the recent collapse in the share price of Teladoc, which provides online consultations, a
worrying sign for other would-be disrupters.

Start with early diagnosis. Wearables can detect subtle changes that otherwise go unnoticed, leading
to less severe disease and cheaper treatment. Sensors will reveal if an older person’s balance is starting
to weaken.
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Wearable technology promises to revolutionise health care (2)

Do not let bureaucracy delay matters
May 5th 2022

Then there is the promise of seeing people as individuals, not clones of the theoretical, average
human. Most drugs work in just 30-50% of patients. In one person, regularly eating bananas
moderates blood sugar; in another, it raises blood sugar to levels that, over time, can cause harm.

And wearables can transform chronic diseases, such as diabetes. Some 80% of disease can be
prevented by changes in how people lead their lives. America spends $10,000-20,000 a year per patient
with diabetes and about $280bn a year nationally, half the entire public-school budget. A diabetes-control
app has been shown to reduce the cost per patient by $1,400-5,000.



Within a year or two the device on your wrist may be measuring non-invasively your blood sugar,
alcohol and hydration, as well as various markers of inflammation, kidney and liver function—all of
which currently require blood to be drawn.

Health data are valuable; they could be abused by device-makers, insurers or governments interested
in social control.
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Wearable technology promises to revolutionise health care (3)

Do not let bureaucracy delay matters
May 5th 2022

The first responsibility for powering forward lies with the market. And developers are indeed starting
to pay for rigorous studies that demonstrate the safety, efficacy and value of their technology.

Health care is a conservative industry—and rightly so, given the stakes. Yet it risks slowing the uptake
of digital medicine not for legitimate concerns about safety, but because of the inertia of regulators,
standards bodies, insurers and medical schools.

Rules are needed to make data ownership and use more transparent, so that people understand and
control what happens with their information.

It is a long and daunting list. But the pay-off, in money and well-being, is likely to be huge. Time to
roll up sleeves and prepare health care for the era of the quantified self.
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Why long-term economic growth often disappoints (1)

A new paper suggests technological progress is overrated
May 7th 2022

From the point of view of the 1950s, America’s economic progress over the 70 years that
followed has been a huge disappointment. Futurists foresaw a world of super-pills, space farms
and cities encased in glass. Science and technology would engineer unending riches and
everything consumers could ever want.

A new paper suggests such disappointment is not warranted—because it stems from an equally
huge misunderstanding of how economic progress happens.

One way of growing is obvious: shove more labour and capital into the box. But that cannot
deliver improvements for ever. Adding more labour means the output is divided between more
workers. And capital wears out, so more investment is needed over time just to stay put.

Instead long-term growth can only come from improving the black box—the way in which labour
and capital are combined. The fancy name economists give to this is total factor productivity (),
though they sometimes refer to it with more intuitive labels, such as technology or knowledge.
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Why long-term economic growth often disappoints (2)

A new paper suggests technological progress is overrated

May 7th 2022

Mr Solow assumed that the annual contribution of # to «p Would grow exponentially. This may
have been for purely mathematical reasons: he wanted his model economy to grow at a fixed
rate, of say 2% a year, which required ever larger gains as .¢» got bigger to keep the pace of
growth constant.

The problem, according to Mr Philippon, is that « does not actually grow exponentially.

Contrary to existing theories, that suggests previous research does not make the next idea any
easier to find. It also explains why, as Mr Philippon puts it, some economists keep predicting
some future wave of innovation that just never comes.

This is not a counsel of despair. While the rate of growth in percentage terms may be slowing, Mr
Philippon’s model predicts that the size of any increment is roughly constant. Societies do get
richer—but just not as fast as generally thought.
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Why long-term economic growth often disappoints (3)

A new paper suggests technological progress is overrated
May 7th 2022

Encouragingly, Mr Philippon also finds evidence of moments when the rate of « growth does
temporarily accelerate and the annual increment gets higher. But they do help to explain Mr

Solow’s mistake: it would have been easy for him, as he was living through one of these periods
of acceleration, to fall for the illusion of exponential progress.



Mr Philippon’s statistical analysis does not speak to «’s deeper conceptual problems. One is that
capital is hard to value. There is usually a difference between its historical cost, suitably
depreciated, and the discounted value of the profits it will eventually produce.

Similar problems bedevil « itself. Statistical techniques that try to measure the concept of
“knowledge” typically bundle all the variation in growth that cannot be explained by changes in
the workforce or investment into the black box. Rather than a reliable metric of society’s level of
knowledge, w so far seems to remain, in the words of a Solow critic, a “measure of our
ignorance”.
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The Indian economy is being rewired. The opportunity is immense (1)

And so are the stakes
May 13th 2022

Over the past three years India has endured more than its share of bad news and suffering.
The pandemic has killed between 2.2m and 9.7m people. Lockdowns caused the economy
to shrink temporarily by a quarter and triggered the largest internal migrations since
partition in 1947, as city workers fled to their villages.

a novel confluence of forces stands to transform India’s economy over the next decade,
improving the lives of 1.4bn people and changing the balance of power in Asia. The biggest
threat to all this is India’s incendiary politics.

Since India opened up in 1991, its economy has prompted both euphoria and despair. One
minute it is the next China: a rising superpower bursting with enterprising geniuses.

a new pattern of growth is visible. It is unlike anything you have seen before. An indigenous
tech effort is key. As the cost of technology has dropped, India has rolled out a national “tech
stack”: a set of state-sponsored digital services that link ordinary Indians with an electronic
identity, payments and tax systems, and bank accounts.
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The Indian economy is being rewired. The opportunity is immense (2)

And so are the stakes
May 13th 2022

Alongside that, global trends are creating bigger business clusters. The w-services industry
has doubled in size in a decade, helped by the cloud and a worldwide shortage of software
workers. Where else can Western firms find half a million new engineers a year?

As firms everywhere reconfigure supply chains to lessen their reliance on China, India’s
attractions as a manufacturing location have risen, helped by a $26bn subsidy scheme.



These changes will not lead to a manufacturing boom as big as those in South Korea or
China, which created enough jobs to empty the fields of farmers.

India did not create the Sino-American split or the cloud, but benefits from both. So has the
steady accumulation of piecemeal reform over many governments.

Mr Modi’s government has also got a lot right. It has backed the tech stack and direct
welfare, and persevered with the painful task of shrinking the informal economy.

1Y REEDBBERINDDH D, FrYAFEDHANGL,
ZULT. ZDEITIF.
2022%5813H

ZDO—AT HROMMEME LT, LDREREIYRIEMMNTEHRINTWS, ITH—EREEE.
I REHRNGY T MUz 7 HEERRICBIT SN, CDTOFT2EOBRRICAHRUfco BKD
EENFES0OFADDIY Y7 ZRATEZHBAIBMICH BB 5D

HRADEENFENDKEEERSTOICH IS4 F—r2BEET L0, 260E RILDO#HE
SHIEICBITS N, 8EMEELTOI Y RDOBEAHIREE>TWS,

2S5 Uiz, BECHEINEROMAZZICTDIFEDERZAIE UL SBBEET—LAICIFD
BOSRBWEE S,

AV RIEKRFEODHEHP I ST RZEAB U DT TRBWY, ZORANSBEEZRITTWS, %
<OBFICLBMANBREDERBEAERNZS S,

ETABIEGE, KD EERUVEIFTE, T/ OV —A YTV F v EEERLE
U, A1V T7A—VILEEOMENE WS ESERBEBEICKDBCEDBATE .



The Indian economy is being rewired. The opportunity is immense (3)

And so are the stakes
May 13th 2022

The danger is that over the next decade this dominance hardens into autocracy. One risk is
the vjp’s abhorrent hostility towards Muslims, which it uses to rally its political base.

The bjp’s desire for religious and linguistic conformity in a huge, diverse country could be
destabilising. Were the party to impose Hindi as the national language, secessionist pressures
would grow in some wealthy states that pay much of the taxes.

The quality of decision-making could also deteriorate. Prickly and vindictive, the government
has co-opted the bureaucracy to bully the press and the courts. A botched decision to abolish
bank notes in 2016 showed Mr Modi’s impulsive side.

A strongman lacking checks and balances can eventually endanger not just demo cracy, but
also the economy. Today’s targeted subsidies could degenerate into autarky and cronyism—
the tendencies that have long held India back.

For India to grow at 7% or 8% for years to come would be momentous. It would lift huge
numbers of people out of poverty. Fate, inheritance and pragmatic decisions have created a
new opportunity in the next decade. It is India’s and Mr Modi’s to squander.
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The war in Ukraine is spurring transatlantic co-operation in tech

Talks are bound to get trickier once attention turns back to China (1)
May 14th 2022

A command centre to scan the digital realm for global disinformation campaigns. Standardised
plugs for electric cars that will work both in America and in the European Union (ex) and so lower
the cost of building the infrastructure needed to decarbonise. Happily, a transatlantic diplomatic
undertaking that most people have never heard of is trying to change all that.

The group in question, called the “Trade and Technology Council” («), will convene in Saclay, a
suburb of Paris, on May 15th and 16th. A constellation of grand officials from either side of the
Atlantic.

It is a momentous task. The « is the West’s response to efforts by China and others (notably
Russia after its invasion of Ukraine) to build an autocratic digital world and bring the physical
supply-chains that underpin it under their control.

It is supposed to be the main venue in which America and the « co-ordinate policy for the
digital realm.
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The war in Ukraine is spurring transatlantic co-operation in tech

Talks are bound to get trickier once attention turns back to China (2)

May 14th 2022

The « has already helped move negotiations along in several areas, particularly with regard to a
new version of “Privacy Shield”, an agreement to create a clear legal basis for flows of personal
data across the Atlantic.

If America and the eu had not even been able to agree on data flows, says another official, other
attempts at transatlantic co-operation in tech policy would have been futile.



Another project that has benefited from the u is the “Declaration for the Future of the Internet”,
which was announced on April 28th and signed by more than 60 countries. Yet it is not aimed
mainly at those two powers, both of which are certain to ignore it. It serves instead as a warning
to other countries tempted to copy some of the pair’s authoritarian ways.

Russia’s invasion of Ukraine has both spurred the council’s efforts and proved their usefulness.
Officials had, among other things, to decide which technology exports to block, how to
strengthen cyber-security defences and what to do about Russia’s online disinformation
campaigns.
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The war in Ukraine is spurring transatlantic co-operation in tech

Talks are bound to get trickier once attention turns back to China (3)

May 14th 2022

Both sides wish to share more information and harmonise regulations, a step which could one
day lead to a common list of sensitive technologies to be kept out of the hands of autocratic
regimes.

But in most areas, the council’s woolly pledges hint at the difficulty of the task ahead.
In .. the « and America aim to “develop a shared hub/repository of metrics and methodologies

for measuring . trustworthiness and ai risks”.

In tech investment, the pair are thinking about holding a “tabletop exercise” to learn how the



other side reacts when a Russian or Chinese firm comes knocking to acquire a local company.

If concrete “deliverables” are few and far between, it is because America and the . still live on
different digital planets when it comes to regulating big online platforms like Facebook and
Google.

That is partly a function of America’s political gridlock, but partly also economic nationalism, in
that far more of the firms to be regulated are American than European.
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The war in Ukraine is spurring transatlantic co-operation in tech

Talks are bound to get trickier once attention turns back to China (4)
May 14th 2022

Open = and virtualisation also weaken two big European firms, Ericsson and Nokia, which are
in the same business as Huawei.

More such squabbles are likely to emerge once the « focuses more narrowly on its original
purpose: challenging China.

Another problem is that neither side can really be trusted to keep its promises. If Donald Trump
is re-elected in 2024, or another Trump-like president enters the White House, the « may soon
be forgotten.



The «’s admirers argue that the logical response is for the council to be more ambitious while it
still can. They applaud its bolder aims, such as creating common rules for . and increasing
transatlantic co-operation on cyber-security.

Some would even like the « to evolve into a “tech alliance” of democracies, the
digital w0 called for when Mr Biden was elected in late 2020. Recent developments suggest a
more probable outcome will be a network of bilateral undertakings.

In April the « agreed such a deal with India and has embarked on a similar process with Japan.
Tech is also being discussed in the Quad, the security dialogue between America, Australia, India
and Japan.
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Fifty years after America returned Okinawa to Japan, it still feels cut off (1)

No one listens to the islanders’ complaints about American bases
May 14th 2022

When the fire burned again in late April, it was to mark the 50th anniversary of Okinawa’s return to
Japan.

Yet for Okinawans the anniversary, on May 15th, is less cause for celebration than for sober reflection
on unfulfilled hopes—and on new threats to their islands from tensions between America and China.



When Japan took back control of Okinawa and the rest of the Ryukyu Islands, locals expected the
government in Tokyo to help stimulate the economy and reduce the American footprint (see map).
Some American facilities have closed, but more than 25,000 American troops remain on Okinawa.

Japan annexed it only in 1879, during a period of imperial expansionism. Roughly a quarter of the
civilian population perished in the second world war.

After the war, the Americans stayed, making Okinawa a de facto colony and expropriating land for
military bases to support operations in the Korean and Vietnam wars. Cars drove on the right.
Okinawans used dollars, and needed passports to visit mainland Japan.
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Fifty years after America returned Okinawa to Japan, it still feels cut off (2)

No one listens to the islanders’ complaints about American bases
May 14th 2022

Before the pandemic hit, the islands had developed a booming tourism industry. Tamaki Denny,
Okinawa’s 62-year-old governor, recalls that in his youth “there were mainland bars that said, ‘No
Okinawans allowed.” Now, being Okinawan is cool.

Memories of the occupation have faded: many young Okinawans know little of the hardships endured
before the reversion. Younger Okinawans are “becoming more pragmatic and less ideological”.



Even so, a majority would still like to see the American bases shrink. For pacifists, Ukraine’s
misfortune is proof not of the need for more powerful defences, but of the risks of entanglement in
great-power competition. During a crisis, China might also seek to exploit division between the
mainland and Okinawa.

What unites Okinawans across the political spectrum is the sense that the government in Tokyo
ignores them. Hawks would like it to think more about their local residents’ safety.

A particular irritant is Futenma, a base in a densely populated area. After the rape of a 12-year-old
Okinawan girl by three American soldiers in 1995, the Japanese government promised to move it. Mr
Tamaki has petitioned the authorities in Tokyo to call it off. Doing so, he says, “would show they have
listened to our feelings”. The government is bent on pushing ahead.
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Tech bubbles are bursting all over the place (1)

Some more loudly than others
May 14th 2022

A favourite pastime in Silicon Valley, second only to inventing the next new thing, is bubble-
spotting. Even industry insiders tend to get these things spectacularly wrong.

The game has just become much easier: the sound of bubbles popping can be heard all over the
place. Tech shares, initial public offerings (i»s), blank-cheque companies (known as spacs),
startup valuations and even cryptocurrencies.

The NDXT, the index of the 100 largest tech firms on the Nasdaq exchange, is down by a third
since its peak in early November. Firms in this index have lost a combined $2.8trn in market
value.

High-flying startups that went public in recent years have been hit hard, too. The shares of
Robinhood are 80% below the level at which the retail-trading app went public in July 2021.

Small wonder that s have dried up. From January to April 2021 some 150 companies went
public in America, most of them techie. This year only 30 have done so.
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Tech bubbles are bursting all over the place (2)

Some more loudly than others
May 14th 2022

As tech shares crash, they are pulling valuations of private firms down with them. The unicorn
boom’s superstar investors have been walloped. On May 12th SoftBank, a Japanese tech investor
with a penchant for risky bets, most of which are private, reported that its flagship funds lost an
eye-watering $33bn in the past 12 months.

Although they were meant to reach the Moon no matter what, cryptocurrencies are also coming a
cropper. Even some hardened “hodlers” have been getting cold feet. On May 12th bitcoin, the
largest cryptocurrency, was trading below $26,000, less than half its peak in early November.

In recent years more than one factor gave tech a boost: the coronavirus pandemic pushed life and
work online; government stimulus programmes further increased demand; and super-loose
monetary policy made tech’s long-term growth more attractive to investors. Now people are
turning away from screens and leaving home again; the war in Ukraine is creating paralysing
uncertainty; and economies around the world are suffering from inflation and soon, perhaps,
recession.

Then there are rising interest rates. Besides possibly triggering a downturn, they reduce the
present value of tech companies’ profits, most of which lie far in the future.
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Tech bubbles are bursting all over the place (3)

Some more loudly than others
May 14th 2022

The tech industry is at a “fork in the road”. As interest rates go up, he argues, investors will turn
their back on more speculative growth stocks and focus on the quality names in tech.

Although the combined market value of America’s tech titans—Alphabet, Amazon, Apple, Meta
and Microsoft—has dropped by nearly 25% since November and their latest results were less
stellar than in earlier quarters, they remain safe bets.

More unexpectedly, older tech and hardware stocks seem in decent nick, Mr Ives notes. Intel, a
veteran chipmaker, is down by a relatively modest 13% since November. IBM, a software icon, is
up by 12%.

Persistently unprofitable gig-economy firms look shakier. Uber, the ride-hailing and delivery
champion which reported on May 4th that trips and users rose by nearly a fifth year on year in
the first quarter, still lost nearly $6bn.

The stomach-churning market gyrations are unpleasant to a generation of tech founders, workers
and investors who have lived a long bull run. But they are unlikely to stop digital technology
eating the world.
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India is likely to be the world’s fastest-growing big economy this year (1)

Can the expansion continue?

May 14th 2022

The trials and transformation of India’s economy have an epic quality, reminiscent of 19th-
century America. A vast national market is being created, allowing firms to grow from economies
of scale.

Growth this year of 8% will be the highest among big countries, according to the imr. It predicts
that by 2027 India will be the world’s fifth-largest economy, with a «p of roughly $5trn at
market prices.

Behind those figures lie ups and downs and bitter controversy. Mr Modi’s decision to void high-
denomination banknotes in 2016 saw growth drop from 10% to 5% over the following nine
months.

Support growth in the next decade: the forging of a single national market; an expansion of
industry owing to the renewable-energy shift and a move in supply chains away from China;
continued pre-eminence in IT; and a high-tech welfare safety-net for the hundreds of millions left
behind by all this.

There is still a lot of government in India, and the threat that Mr Modi poses to its democratic
nature worries observers inside and outside the country.
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India is likely to be the world’s fastest-growing big economy this year (2)

Can the expansion continue?
May 14th 2022

His government sees that second-best policies forcefully implemented are better than
immaculate plans that never happen. It acts on the basis that the country can industrialise, but
not as fast as East Asia did.

This is fast superseding regional markets and informal businesses using mainly cash, which
accounted for two-fifths of output and 87% of jobs five years ago.



Infrastructure is crucial. The national highway network is over 50% longer than it was in 2014 (it
also uses a digital tolling system to avoid queues). The number of domestic air passengers has
doubled; air-freight volumes are up by 44%.

In addition to all this tarmac and concrete is the “India stack”, a unitary national digital
infrastructure created by the state and championed by Mr Modi. As a result, more businesses are
being dragged into the daylight, using modern banking and perhaps paying taxes.

Competition in a national marketplace has been bad news for smaller firms that were reliant on
tax-dodging and captive markets. The covid-19 slump hit them badly, too: by some estimates,
10-20% have failed during the past few years.
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India is likely to be the world’s fastest-growing big economy this year (3)

Can the expansion continue?
May 14th 2022

But manufacturing’s share of output has remained stuck at 17-18% over the past decade as
corporate investment by all firms has idled at the equivalent of 9-12% of GDP.

India’s top 20 firms earn 50% of corporate India’s cashflows. They are making money fast enough
to take risks with their earnings instead of having to borrow to excess.

The ambitious giants include conglomerates—Adani (energy, transport), Reliance Industries



(telecoms, chemicals, energy, retail), Tata (i, retail, energy, cars)—and more focused giants
such as 1sw(mainly steel).

Those four firms alone plan to invest more than $250bn over the next five to eight years in
infrastructure and emerging industries; in doing so they intend to develop local supply chains,
which fits with government goals.

There are worries about excessive corporate power, monopolies and, in some cases, cronyism. If
the firms accrue yet more economic power through their investments, such concerns will surely
grow.
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India is likely to be the world’s fastest-growing big economy this year (4)

Can the expansion continue?
May 14th 2022

Hoping to benefit from multinationals’ efforts to diversify away from China, Mr Modi’s
lieutenants are also handing out $26bn in subsidies over the next five years for investment in 14
industries.

The government wants to catalyse manufacturing. The danger is that benign intentions
degenerate into cronyism and protectionism.



The new edifice’s third pillar is founded on a long-standing strength: technology. India’s IT-
services and outsourcing industry has doubled in size over the past decade. Its annual revenues
are now $230bn.

The combination of engineering skills, mobile data and a national tech stack has created lots of
startups. They have gone from providing e-commerce, delivery and ride-sharing services for the
10m-20m richest Indians to seeking opportunities further down the economic pyramid.

The single market, industrial policy and technology seem likely to bring about a pick-up in
growth from the 5.4% year-on-year rate reported in the final quarter of 2021.
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India is likely to be the world’s fastest-growing big economy this year (5)

Can the expansion continue?
May 14th 2022

What, though, of jobs? Formal employment is rising: enrolment in the national social-security
scheme for formal blue-collar workers has risen by 19m, to 56m, since early 2020.

Hence the fourth pillar, digital welfare, with payments for some 300 schemes for needy Indians,
from job support to fertiliser subsidies, sent straight to people’s bank accounts. This cuts out
bureaucrats and allows spending on a staggering scale. Mr Modi has not managed to initiate a
national jobs boom, but he has created a national safety-net of sorts.



These four pillars could sustain a transformation of India’s economy over the next decade. It
would have a core of highly productive firms.

One risk to this vision is economic instability. India is dependent on inflows of capital to finance

its current-account deficit. Though it uses almost a fifth less oil per unit of GDP than it did a
decade ago, almost all of that oil is imported.
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India is likely to be the world’s fastest-growing big economy this year (6)

Can the expansion continue?
May 14th 2022

On May 4th India’s central bank raised interest rates from 4% to 4.4% in response to inflation
and the global tightening of monetary policy.

That said, the financial system is more resilient than it was. Banks’ bad debts have at last been
cleaned up. A growing pool of domestic investors offer resilience should foreigners feel forced to
flee.



Another danger is Mr Modi’s style of rule. Businesspeople know he is not the progenitor of all
that is working well; he did not invent the tech stack, road-building or unicorns. “Modi puts the
full weight of the system behind it. They are able to kick butt, to get it done.”

A penchant for quick, second-best decisions has costs, though. Intractable problems fester.
Despite surging private investment in renewable energy, the state-owned firms that distribute
electricity are bankrupt and supply is unreliable.

More efficient welfare is not a substitute for a system in which people are more fully able to
realise their potential, rather than be left on tiny farms as automated factories pass them by.
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India is likely to be the world’s fastest-growing big economy this year (7)

Can the expansion continue?
May 14th 2022

There are other disturbing aspects to the mindset of Mr Modi’s BJP. The ideology of self-reliance
and habit of tinkering with tariffs could yet morph into full-blown protectionism.

So far the economy seems to be insulated from the religious tensions that the BJP continuously
heightens to sustain itself in power. This is not new. In 2002, in the last big bout of religious
violence, over 1,000 people, most of them Muslims, were killed in riots in the state of Gujarat.



India’s persecuted Muslim minority does not have a disproportionate role in business. Their
exclusion reflects discrimination. It also limits the potential scale of any capital flight should
things deteriorate further.

Mr Modi wants to restore Indian greatness. For him, that seems to involve not only bolstering
Hindu pride at the expense of minorities, but also building a large, integrated, high-tech
economy.

India’s Rockefellers and tech stars are hoping that the country’s economic modernisation and
unification will survive his divisive politics.
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It will be hard for Ukraine’s economy to sustain a long war (1)

The suspension of all maritime exports is a critical blow
May 14th 2022

The Russians may have occupied or blockaded his country’s main ports and forced the shutdown
of most of its businesses, but Ukraine’s finance minister radiates calm.

Reasons not to panic are quite numerous. Ukraine went into the war in good shape, with its
economy growing at an annualised quarter-on-quarter pace of almost 7%, strong prices for its
exports of grain, iron and steel; a well-regulated banking industry and a government deficit of
less than 3% of p last year.

But it isn’t easy. The World Bank has predicted that Ukraine’s o will shrink by perhaps 45% in



2022. (“Our estimate is 44%,” Mr Marchenko grimaces.) And both estimates are, of course,
hugely uncertain.

Military salaries are another big burden. It all adds up to a financing gap of around $5bn every
month, he says. That is roughly 5% of Ukraine’s depleted .4 for every month that the war goes
on.
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It will be hard for Ukraine’s economy to sustain a long war (2)

The suspension of all maritime exports is a critical blow

May 14th 2022

How to fill that? In part, Mr Marchenko says, by having the central bank print more money. In
part, too, by issuing war bonds, on which the government currently is paying around 11%
interest, which is less than the inflation rate. But the main source will need to be foreign.

The im has helped as well. It has encouraged America and other countries to take over part of
Ukraine’s allocation of special drawing rights at the fund, in effect channelling hard currency to
the government in Kyiv.

This is not sustainable, admits Mr Marchenko, who fears that if the war lasts more than another
“three or four months”, painful measures will be needed, involving huge tax rises and swingeing
spending cuts.

The real fear is that what has become in recent years a fairly market-driven, freewheeling
economy might see a wave of nationalisations, undoing years of hard-fought progress.
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It will be hard for Ukraine’s economy to sustain a long war (3)

The suspension of all maritime exports is a critical blow
May 14th 2022

An even more immediate problem is already, literally, sprouting. Across the country, the sowing
season for this year’s crop of wheat, barley, sunflowers (for oil) and other grains and staples has
been completed. Astonishingly, roughly 80% of the usual crop has gone into the ground.



The presence of the Russian navy in the Black Sea, as well as the defensive deployment of mines
by Ukraine’s navy, means that Odessa, Ukraine’s principal port, is shut down completely.

If the grain cannot get out by sea, it will have to travel by road and rail, via Poland, Romania and
Hungary.

Worst of all, crossing Ukraine’s frontiers with the e is arduous. Customs and phytosanitary
checks are already causing 10km tailbacks at entry points. Bureaucracy is gumming up the works,
and unless they are unblocked Ukraine, Europe and indeed the world will face severe food
shortages after the harvest in September.
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The coming food catastrophe (1)

War is tipping a fragile world towards mass hunger. Fixing that is everyone’s business
May 19th 2022

By invading ukraine, Vladimir Putin will destroy the lives of people far from the battlefield—and on a
scale even he may regret. The war is battering a global food system weakened by covid-19, climate
change and an energy shock.

The widely accepted idea of a cost-of-living crisis does not begin to capture the gravity of what may
lie ahead. Antdénio Guterres, the w secretary general, warned on May 18th that the coming months
threaten “the spectre of a global food shortage” that could last for years.

If, as is likely, the war drags on and supplies from Russia and Ukraine are limited, hundreds of
millions more people could fall into poverty. Mr Putin must not use food as a weapon.

Russia and Ukraine supply 28% of globally traded wheat, 29% of the barley, 15% of the maize and
75% of the sunflower oil. Russia and Ukraine contribute about half the cereals imported by Lebanon
and Tunisia; for Libya and Egypt the figure is two-thirds.

HEd, RBELQHAZREDOHHANEBNTWNG, ThZBRI DI EE. INTOADHEETH S
2022%5H19H

ISI=Z)  T—FURDISAFITBHT D ET, BIGHSESEHNICALDEFEZRIEL.
WTCEZEBBIDNBUNEBVWEEICLTLESLS S, CO¥SEE. 10+, S[UEZH., TXIL
F—2avIkE>THRIEULEHRORBEIRATLAZEELTWS,

ELRIFANSNTWEEFEGEEWSEZ AL, COEFEZRIFTTVWSAEEMLDH H2EREDEY)
SERBIBODICIFES RV, EBESERREO7ZYN=A - JF7—LXIZ5A18H. SEKAHAIL


https://www.economist.com/briefing/2022/05/19/a-world-grain-shortage-puts-tens-of-millions-at-risk
https://www.economist.com/coronavirus-pandemic
https://www.economist.com/climate-change
https://www.economist.com/climate-change
https://www.economist.com/leaders/2022/03/26/why-energy-insecurity-is-here-to-stay
https://www.economist.com/britain/2022/04/21/a-guide-to-britains-cost-of-living-crunch
https://www.economist.com/ukraine-crisis
https://www.economist.com/briefing/2022/05/19/a-world-grain-shortage-puts-tens-of-millions-at-risk

MERNGREREDORM) BN, TNNMAFEHR ARENH 2 EEE LT,

BODESBIERN BMENIRSIE, OVTFPU IS4 FISDHENHIRENNE. SSICERA
HERICHEDIREENH S, T—FUARRER. BRZHBZICE S TIBRSHL,

Oy7&E907 547 % HRTHG| ENB/NED28%. KED29%. rTEOID15%., YD
JHDT5%EHBLTWSE, LN/ VP F 1IN PAT EZRYIONEREOAI T ETISAF
M. VEFPIIFNIZFDI3nD2%MBELTWS,

The coming food catastrophe (2)

War is tipping a fragile world towards mass hunger. Fixing that is everyone’s business
May 19th 2022

Even before the invasion the World Food Programme had warned that 2022 would be a terrible year.
China, the largest wheat producer, has said that, after rains delayed planting last year, this crop may
be its worst-ever. Now, in addition to the extreme temperatures in India, the world’s second-largest
producer, a lack of rain threatens to sap yields in other breadbaskets, from America’s wheat belt to the
Beauce region of France. The Horn of Africa is being ravaged by its worst drought in four decades.
Welcome to the era of climate change.

All this will have a grievous effect on the poor. Households in emerging economies spend 25% of their
budgets on food—and in sub-Saharan Africa as much as 40%. In Egypt bread provides 30% of all
calories.

However, those Ukrainian silos that are undamaged by the fighting are full of corn and barley.
Farmers have nowhere to store their next harvest, due to start in late June, which may therefore rot.


https://www.economist.com/graphic-detail/2022/05/13/heat-and-humidity-are-putting-millions-of-indians-in-peril
https://www.economist.com/graphic-detail/2022/05/13/heat-and-humidity-are-putting-millions-of-indians-in-peril
https://www.economist.com/middle-east-and-africa/how-the-invasion-of-ukraine-will-spread-hunger-in-the-middle-east-and-africa/21808072
https://www.economist.com/middle-east-and-africa/2022/02/03/how-tensions-in-ukraine-could-rile-egypt

If farmers cut back on fertiliser, global yields will be lower at just the wrong time. Since the war
started, 23 countries from Kazakhstan to Kuwait have declared severe restrictions on food exports that
cover 10% of globally traded calories. More than one-fifth of all fertiliser exports are restricted. If
trade stops, famine will ensue.

i, BBLHRAZREOHHANEBTNTWNG, ThZBRI B EFE. INTOADHEETH S
2022%5H19H

HESIESHE (WFP) [ZERREINS. 2022F V0 EWEICRZ EEBHE LT W, BAD/NELEER
THZDHEIF. FEFFONTEMITNENTC/zO. SEOERIZBEREBICEZNE LNBRVLWERRT
W3, RE. HAF2UDOEEETH D1 Y NORESRICINA. MABRHINEZ S ITENLH
D, PAUADNERILENS T TV RADIR—IAMA LT, OREMTTCERKL. 77U HDA
FBEAOEFTREDTIEDICEEDNTWS, [IEZEDRFRTZ,

CDESBEREIF. BLWARKICRABEEEZSZ 5, MEEOREHIRFAD25%ZBEHCEP L,
YNSUEDOF 7 ATIRA0BICHET D, TITRTIE. NXoh2hnY—n30%%zHHTL
2o

ULHL. BETEREZXRTRBRD >V 754 F DY O hYEOIIPRETHEMNIC, 6ATH
ICHEBDRDOPED-HIC, BRIFEREZBAMZR. Bo>TLESIHDBLNREAEL,

ERHNERZFBSEIE. HROWNEIZS £S5 EBWEHEICET IS &chd, BENBFE->TU
¥, AFT7RIIUDSTT—RETOD23HEN. HFEZEZHOU —D10% % 46 S REBH L DB
UCWEIRZEELTW3S, BRLBEHOSODIUENFIREEhTWS, BENEENIE FEN KT
%,




The coming food catastrophe (3)

War is tipping a fragile world towards mass hunger. Fixing that is everyone’s business
May 19th 2022

The argument could easily become an excuse for inaction. Meanwhile many people will be going
hungry and some will die.

Instead states need to act together, starting by keeping markets open. This week Indonesia, source of
60% of the world’s palm oil, lifted a temporary ban on exports. Europe should help Ukraine ship its
grain via rail and road to ports in Romania or the Baltics, though even the most optimistic forecasts
say that just 20% of the harvest could get out that way.

There is scope for substitution. About 10% of all grains are used to make biofuel; and 18% of
vegetable oils go to biodiesel. Finland and Croatia have weakened mandates that require petrol to
include fuel from crops.

Immediate relief would come from breaking the Black Sea blockade. Roughly 25m tonnes of corn and
wheat, equivalent to the annual consumption of all of the world’s least developed economies, is
trapped in Ukraine.

That will not be easy. Russia, struggling on the battlefield, is trying to strangle Ukraine’s economy.
Ukraine is reluctant to clear its mines.

Persuading them to relent will be a task for countries, including India and China, that have sat out the
war. Convoys may require armed escorts endorsed by a broad coalition. Feeding a fragile world is
everyone’s business.
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Why NATO should swiftly admit Sweden and Finland (1)

Vladimir Putin has only himself to blame if his neighbours seek protection from his aggression
May 19th 2022

For finland and Sweden to join nato is a rebuke to the anti-n arguments of Russia’s president,
Vladimir Putin. Two countries that are proud of their long history of military non-alignment think
the risk of antagonising their neighbour to the east is outweighed by the security they will gain.

Finland and Sweden submitted their applications on May 18th. Despite Turkey’s stalling tactics,
over Kurdish militants and possibly American fighter planes, their admission is likely.

Mr Putin’s regime has responded by cutting electricity supplies to Finland and threatening
“military-technical” action, whatever that is supposed to mean.

Russia’s president says that enlargement breaks an undertaking that James Baker, then America’s
secretary of state, gave the Soviet Union in February 1990. Many Western commentators argued
that enlargement was unwise, because Russia would feel threatened.
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Why NATO should swiftly admit Sweden and Finland (2)

Vladimir Putin has only himself to blame if his neighbours seek protection from his aggression
May 19th 2022

These arguments do not stand up. Mr Baker was speaking about eastern Germany. His words
were overtaken by the collapse of the Warsaw Pact nearly 18 months later. o and Russia signed
an agreement in 1997 that did not contain any restriction on new members, though enlargement
had been discussed.

Finns and Swedes mostly opposed joining NATO. This shifted after the invasion of Ukraine in
February. Indeed, the right for sovereign countries to determine their own destinies is one of the
many things currently at stake in Ukraine.



But was 0 expansion wise? A spiral of mutual suspicion between Russia and o clearly exists,
but to blame NATO expansion for triggering it is scarcely credible. Mr Putin has increasingly used
nationalism and Orthodox religion to shore up his rule.

Likewise, denying central and eastern Europe membership of w0 would have created a security
vacuum that Russia may very well have been tempted to fill. Finland and Sweden are right to
have concluded that Mr Putin is dangerous and unpredictable—not because of NATO, but in the
way he governs Russia. Their applications should be rapidly approved.
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Global growth is slowing, but not stopping—yet (1)

The Chinese and Russian economies, though, are probably shrinking
May 15th 2022

In 2020 the world experienced the deepest downturn since the end of the second world war.
Just two years on, is another recession on the way?

The war in Ukraine has triggered higher food and energy prices, which have hammered
households’ disposable incomes. Lockdowns in China are disrupting supply chains. And central
banks are rapidly raising interest rates to tame inflation.

Fears about the state of the world economy have jolted financial markets. In the past
month stockmarkets in rich countries have fallen by more than a tenth. Risky assets, including
tech stocks and cryptocurrencies, have taken a nasty blow.

True, in many places people sound as though the recession is already here. Across the oEcD, a
club mostly of rich countries that accounts for more than 60% of global GDp, consumer
confidence is now lower than it was when the coronavirus first struck (see chart 1).


https://www.economist.com/business/2020/02/20/business-and-the-next-recession
https://www.economist.com/graphic-detail/2022/04/08/russias-invasion-of-ukraine-is-causing-record-high-food-prices
https://www.economist.com/leaders/a-new-bear-market-in-american-shares/21809256
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Global growth is slowing, but not stopping—yet (2)

The Chinese and Russian economies, though, are probably shrinking

May 15th 2022

Yet, so far, what people say and what people do seem to be different things. Global restaurant
bookings on OpenTable, a reservations website, are still above the pre-pandemic norm. In
America retail sales are still increasing, and hotel occupancy continues to improve.

Consumers are likely to be able to carry on spending for a while, even as inflation cuts into
purchasing power. Households across the Orcp are still sitting on roughly $4trn of savings
(worth 8% of GpP) accumulated during the pandemic, according to our estimates.

Businesses too look resilient for now. Rising costs are hitting the profits of some retailers. But
the orcp’s measure of business confidence remains solid. Data from Indeed, a jobs site, suggest
that vacancies in rich countries may have stopped increasing—but they are still plentiful.
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https://www.economist.com/business/2022/05/19/shares-in-americas-big-retailers-swoon
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Global growth is slowing, but not stopping—yet (3)

The Chinese and Russian economies, though, are probably shrinking
May 15th 2022

The Russian economy has sharply slowed since Western countries slapped on sanctions in
response to the invasion of Ukraine. And in China, where the government’s zero-covid strategy
has led to the strictest lockdowns since early 2020, the economy may well be shrinking (see chart
2).

But most places are stronger. Adapting a weeklyGDP series for 45 countries, including India,
Indonesia and the G7, produced from internet-search data by Nicolas Woloszko of the ocecd, We
estimate that global wp growth has remained steady in recent weeks (see chart 3).

The data could yet shift—if Russia turns off the gas taps to Europe, China tightens lockdown
restrictions further or central banks are forced to raise interest rates faster than they currently
expect.


https://www.economist.com/finance-and-economics/2022/05/19/even-chinas-official-economic-figures-look-bleak
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How to unleash more investment in intangible assets (1)

A new book urges financial and economic reforms
May 19th 2022

When russia invaded Ukraine, tangible things at first seemed all too important. Bombs and
bullets were what mattered; commodity markets were roiled; supply chains were upturned. As
the war has gone on, however, intangible factors have asserted their importance, too.



the economics of intangible assets helped explain stagnating economic growth and rising
inequality. how the bottlenecks holding investment in intangibles back might be loosened—
thereby fostering a more efficient and faster-growing economy.

Intangible investment includes the research and development conducted by firms, as well as
things like marketing, design and branding. In the late 1990s, by some measures, spending on
intangibles in America overtook investment in tangible plant and equipment. But the pace of
spending has slowed since the financial crisis.

The nub of the problem, say Messrs Haskel and Westlake, is that the economic and financial
arrangements that exist to support investment are geared towards spending on capital goods, not
intangibles.
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How to unleash more investment in intangible assets (2)

A new book urges financial and economic reforms
May 19th 2022

A study by the ocd, which looks at 29 developed economies from 1995 to 2015, suggests that
intangible-heavy sectors are more productive in places with more developed financial systems.

Venture capital (v.) has been a preferred source of equity funding for firms conducting the most
intangible activity, such as biotechnology and consumer-tech. But that has been
disproportionately available to American companies with a plan for extremely rapid growth.

America’s v industry took off after pension funds were allowed to invest in less liquid
investments in 1979. That may help explain why business investment in America has held up
better than in many other places.

More important still is the role of cities, which are cauldrons of intangible investment: they make
it easier to form the relationships that make intangibles happen, encourage new ideas and create
a larger pool of beneficiaries when investments spill over.
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How to unleash more investment in intangible assets (3)

A new book urges financial and economic reforms
May 19th 2022

In the 2010s debates raged over how best to address persistent shortfalls in demand. In the
inflationary-looking 2020s, the emphasis is on unleashing the economy’s supply potential.

a new book by Jonathan Haskel, a Bank of England policymaker, and Stian Westlake of Britain’s
Royal Statistical Society. “Restarting the Future” is their second book. Their work is part of a



wave of writing on the future pace of growth, which includes Dietrich Vollrath’s “Fully Grown”
and Robert Gordon’s “The Rise and Fall of American Growth”.

Mr Gordon argued that the digital economy was a busted flush when it came to growth; Mr
Vollrath saw slower growth as a symptom of economic success, a larger services sector and
reduced geographic mobility. By presenting solutions, “Restarting the Future” offers a more
optimistic vision—as long, that is, as governments follow its advice.
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Making brainstorming better (1)

Let’s pour some thought bubbles into the ideas jacuzzi
May 19th 2022

The word “brainstorming” conjures up a vision of hell. It is someone saying, “Fire up the
brainwaves barbecue.” It is trying desperately to work out where everyone else’s cursors
have gone on a digital whiteboard. It is hearing the line “there are no bad ideas” and
thinking “how did this get scheduled then?”

Yet brainstorming persists, and for decent reasons. Normal routines afford employees
precious little time to think. Getting a group of people together is an opportunity to harness
disparate viewpoints.

The problem is that brainstorming must strike a balance between a series of competing
imperatives. One tension is between creativity and feasibility.

The most feasible suggestions were generated at the start of brainstorming sessions,
presumably because they were also more obvious, and the most original ones came later.
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Making brainstorming better (2)

Let’s pour some thought bubbles into the ideas jacuzzi
May 19th 2022

If decision-makers are not in the room, then the suspicion will grow that time is being
wasted. If they are, then hierarchies easily assert themselves: good ideas can wither with a
frown from the boss, and bad ones can survive with a nod.



There is a natural temptation to keep drawing on the same senior people within an
organisation to generate ideas: these are the ones who get things done, who understand a
company’s strategy.

Yet reams of research suggest that outsiders bring a fresh perspective. the most novel ideas
came from people who were not in the area in question. But it might also be middle
managers or front-line employees who have direct contact with customers.

brainstorming on Zoom comes at a cost to creativity: as people’s visual focus narrows on the
screen in front of them, their cognitive range also seems to become more limited. But if in-
person gatherings are better, they also do not work equally well for everyone.
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Making brainstorming better (3)

Let’s pour some thought bubbles into the ideas jacuzzi
May 19th 2022

These are known problems, and there are plenty of ideas out there to solve them. The

trouble is that lots of them feel like they are themselves the product of a bad brainstorming
session.

“Figure-storming” is a way for people to combat groupthink by pretending to be a famous
person (“how would the queen improve cloud computing?”). “Step-laddering” involves
people joining a brainstorm one by one, for reasons that are not entirely clear.

the attraction of holding a “design sprint”, a week-long, clear-the-diary way for a team to
develop and test product prototypes, is that the thread connecting ideas to outcomes is taut.

TL—YIARN=Z7%2EDRVWEDICTBHIC

WSODMDEZZRULTWBREE L ZTA T 7 DREITEZAD S
2022%5819H

INSEBMOMETHD. BRI DLODTAF T SABHZ. LML, ZOMEDE A, BT
L—YZh—S VS OENTH S ESICEL SNE0NMETT.

74F2T7AR=3I07 1 B AIDBERBADZDZT B ETERARBEZNLETZHETHS (X



FREDESICIVZVRAVE 2T A VI ERETBLZID ) o "RATVT -5V F £<
FEoEDUBWEEDE ET, —ATDIL—VYAN—I VT CBMITBEDTH S,

TFHA YUY R & T BEMNT T, BEE—D—DOBEIILS58PVDAT. 7ONYA TEFER
L. TRARNTBHDT, PAT 7 ERBEEFBODIFBZRN UMD LTWBZ &N HTE,

I
Baby it's old outside
Fertility rate, births per woman

©1990 @ 2020*
0 05 10 15 20 25

Japan *—o

China o0
Singapore o—

Taiwan o0

Hong Kong *—o

Macau o—e

South Korea *—-9

Source: Population Reference Bureau *Or latest available

Asia’s advanced economies now have lower birth rates than Japan (1)

The cost of housing may be the biggest factor
May 19th 2022



The list of things for which Japan enjoys a global reputation includes delicious food, cutting-
edge technology, an oversupply of karaoke bars and an undersupply of babies. In 1990 it
published a record-low fertility rate for the previous year—the so-called “1.57 shock”. For
years it has been seen as a harbinger of how rich societies will age and shrink.

Much of Asia has now caught up with or overtaken it. Japan’s fertility rate of 1.3 in 2020,
the latest year for which comparable figures are available, puts it on a par with mainland
China, according to the Population Research Bureau, an American outfit.

Japanese fertility is still ultra-low compared with almost any society in human history. Yet it
is now higher than that of any well-off East Asian or South-East Asian economy. The
numbers in Hong Kong, Macau, Singapore, South Korea and Taiwan ranged between 0.8
and 1.1 in 2020 (see chart).
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Asia’s advanced economies now have lower birth rates than Japan (2)

The cost of housing may be the biggest factor
May 19th 2022

Rich, baby-averse Asian countries in the region have three things in common. First, their
people rarely have children outside marriage. The region’s decline in births has closely
tracked a decline in marriages. The age at which people commit to a lifetime of
entanglement has also been rising, further delaying child-bearing.

A second shared factor is expensive schooling. Pricey private tutoring and other wallet-
emptying forms of “shadow education”, as such extras are known, are common in East Asia.
The most frequent reason cited by Japanese couples for having fewer children is the cost of



raising and educating them.

Yet it is the third factor that might explain why Japan is out-sprogging its rich Asian peers. A
flurry of research in recent years suggests that high house prices cause young couples to
delay having children.
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Asia’s advanced economies now have lower birth rates than Japan (3)

The cost of housing may be the biggest factor
May 19th 2022

The problem of high house prices keeping young families from settling down is not unique to
Asia. But Japan’s housing market is different. Unlike most rich countries, it has planning
rules that make it relatively easy to build more homes. Housing stock in Tokyo has
consistently grown faster than the city’s population (which is also still rising). Also, Japanese
homes are not built to last, so they are demolished and replaced regularly. Wooden Japanese
homes are deemed by the tax authorities to depreciate in value to zero over 22 years.

Economists debate how much of Japan’s relatively affordable housing is down to those
policies on supply and construction, and how much is down to the country’s slow economic
growth. But either way, the ease of building in popular areas is likely to keep prices in check.

Japan still has by far the worst old-age dependency ratio, or the number of people over 65 (a
lot) relative to the number of working-age people (not enough), among rich Asian countries.
That has effects on everything from the affordability of health care for the elderly to the size
of the government budget dedicated to pensions. The drop in fertility rates elsewhere
presages similar problems to come for the countries following in Japan’s footsteps. They may
find there are lessons to be learned from Japan.
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How Xi Jinping is damaging China’s economy (1)

Inflexible policies are trumping pragmatism
May 26th 2022

Over the past 20 years China has been the biggest and most reliable source of growth in the world
economy. It contributed a quarter of the rise in global w4 over that period and expanded in 79 of
80 quarters. The immediate issue is its zero-covid campaign, which has caused a slump and
may condemn the economy to a stop-start pattern.

More than 200m people have been living under restrictions and the economy is reeling. Retail
sales in April were 11% lower than a year earlier and purchases of ««, cars and Cartier are weak.
Although some workers are living on factory floors, industrial output and export volumes have
dipped.

There is talk of permanent testing stations and a standing army to swab nostrils for ever. Since
Omicron is highly transmissible, more outbreaks and lockdowns are inevitable. But since the


https://www.economist.com/china/2022/04/09/a-clumsy-lockdown-of-shanghai-is-testing-the-zero-covid-strategy

zero-covid policy is identified with Mr Xi, any criticism of it is viewed as sabotage.
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How Xi Jinping is damaging China’s economy (2)

Inflexible policies are trumping pragmatism
May 26th 2022

That same ideological zeal is behind the second shock, a series of economic initiatives that form
what Mr Xi calls his “new development concept”, which is meant to address “great changes
unseen in a century”, such as the Sino-American split. The goals are rational: to tackle inequality,
monopolies and debt, and to ensure that China dominates new technologies and is fortified
against Western sanctions.



A blizzard of fines, new regulations and purges has caused the dynamic tech industry, which
contributes 8% of wp, to stagnate. And a savage but incomplete crackdown on the property
sector, responsible for over a fifth of «p, has led to a funding crunch.

The government hopes a vast stimulus programme that is in the works will help it meet the
official growth target of 5.5% for 2022 and calm nerves ahead of the congress. On May 19th Li
Kegiang, the prime minister, urged officials to “act decisively” to restore growth, and the central
bank cut mortgage rates.
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How Xi Jinping is damaging China’s economy (3)

Inflexible policies are trumping pragmatism
May 26th 2022

But more piles of debt and acres of concrete won’t obviate the need for draconian lockdowns or
reduce the risks from Mr Xi’s economic model. It involves expanding the scope of the least
productive part of the economy: the government-run one.

Meanwhile the incentives in the most productive part of the economy, the private sector, have
been damaged. You can see that in the financial markets, which have seen large outflows. The
cost of capital has risen: Chinese shares trade at a 45% discount to American ones, a near-record

gap.

Mr Xi’s ideological economy has big implications for the world. Though stimulus could gin up
demand, more lockdowns are likely, imperilling a global economy flirting with recession. In
business, China’s size and sophistication make it impossible for multinationals to ignore.
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https://www.economist.com/finance-and-economics/2022/05/22/foreign-investors-are-fleeing-china

How Xi Jinping is damaging China’s economy (4)

Inflexible policies are trumping pragmatism
May 26th 2022

And what of life inside a more insular China? While people vent online about lockdowns and lost
jobs, this is unlikely to translate into unrest thanks to surveillance, propaganda and broad
support for the party’s goals.

there is no rival to Mr Xi, who is 68. Yet in the run-up to a party congress that may see him
secure power until at least 2027, the shortcomings of one-man rule in the world’s second-largest
economy are glaring.
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https://www.economist.com/china/2022/05/26/rumours-emerge-of-disharmony-within-chinas-leadership

How economic interdependence fosters alliances and democracy

And why China’s economic might lacks political clout
May 25th 2022

On his whirlwind tour of Asia, concluded on May 24th, President Joe Biden conducted himself
with the awkward urgency of a man trying to correct a costly error. China may be reeling, but the
ambivalent reaction, outside rich democracies, to America’s late search for solidarity reveals how
Washington’s global influence has faded relative to Beijing’s.

Establishing a causal link between economic interdependence and the balance of geopolitical
power is no simple matter, however. That economies often trade more with countries that share
similar political values and interests is clear enough.

Two recent papers help to pick apart what causes what. A first, by Benny Kleinman, Ernest Liu
and Stephen Redding of Princeton University, considers whether economic interdependence
fosters greater political alignment.

For those benevolent countries, the incentive to be generous is partly rooted in the expectation
that, as the economy of the allied country grows, they will receive an economic
dividend. Economic interdependence, in other words, causes political rapprochement.

In assessing economic interdependence, they focus on one measure: how productivity growth in
one country affects real incomes in others. Economic heft alone does not ensure that other places’
fortunes are bound up with your own.

From 1980 to 2010, the paper finds, the more economically enmeshed a country became with
China, the more political alignment ensued, as captured by patterns of w voting, the forming of
formal alliances and similar metrics.


https://www.economist.com/asia/2022/05/20/joe-biden-has-big-plans-for-his-first-presidential-trip-to-asia

The authors find further support for their model by looking at global trade shifts associated with
collapsing air-freight costs. This variation offers another way to test how growth in economic
interdependence leads to political alignhment—and the test, again, is conclusive.

This would seem to back oft-aired concerns that China’s rise has not just redrawn the geopolitical
map, but also helped to erode democracy worldwide. They find that stronger economic ties
indeed facilitate the transmission of political values—but only if said values are democratic.

The effects are big. People who grew up during periods when their home economy traded
comparatively more with democracies appear to be much more drawn to open regimes than
those who came of age under opposite circumstances. The difference in attitudes is equivalent to
that between the support reported by residents of Sweden (a bunch of hardcore democrats) and
those of China (who are more tentative).

Why should trade with democracies work this way? The data do not permit firm conclusions. But
evidence suggests the spur to democratisation does not stem from faster economic growth or
rising levels of education. Neither does it result from increased migration.

trade with democracies boosts a country’s “democratic capital”: it fosters an appreciation for the
value of democracy which helps cement a social consensus in support of democratic institutions.

But economic ties are likely to retain their capacity to cultivate allies and shore up support for
democracy. If Mr Biden wishes to bolster America’s national security, he might consider giving
freer trade a chance.
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Will a chipmaking giant’s $60bn bet on software pay off?

Cultural clashes and trustbusters could get in the way

May 26th 2022

A market downturn is a good time for buyers. Look at the tech industry. The Nasdagq,
a tech-heavy index, has fallen by 30% from its peak in November and a flurry of
deals are under way.

The latest big tie-up looks unusual. On May 22nd Bloomberg reported that
Broadcom, predominantly a semiconductor maker, worth $214bn, is planning to
buy vmware, an enterprise-software firm. If the deal goes through, it could be worth
$60bn.

Broadcom is an odd beast. It started life as Avago Technologies, a chipmaker based
in Singapore. That firm bought a number of other chipmakers, including Broadcom,
from which it took its name. In 2018 it tried to buy Qualcomm, a rival
semiconductor firm, for $130bn.

After that, Broadcom changed tack. Later in 2018 it surprised the industry by
buying «a Technologies, a software firm, for $19bn. The following year it snapped
up Symantec, a cyber-security outfit, for $11bn. The motivation was not to link its
semiconductors to its new acquisitions, but to run the software firms more
profitably.

Today 26% of its revenue comes from software. With vmware that figure could grow
to 45%. The shift into software has also boosted Broadcom’s overall operating
margins, which have grown from 15% in 2016 to 32% today, among the best in the
semiconductor industry.

In many ways Broadcom’s most recent target resembles its previous success stories.
Like «a and Symantec, vmware sells infrastructure software and controls a large
share of that market. According to Gartner, a research firm, the company holds
about 72% of the server-virtualisation market, a technology that it helped to pioneer.

And even though the two firms do not compete directly, America’s Federal Trade
Commission is already investigating whether Broadcom forced customers into
exclusive agreements that make it difficult for them to shop around.

And some worry that Broadcom’s pursuit of profits will mean that vmware misses out
on a bigger prize. It is in the middle of its own pivot, planning to grow its
subscription and cloud arms from 25% of sales today to around 40% by 2025.
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America’s new Asian economic pact: just don’t call it a trade deal

And China is not invited
May 24th 2022

A mere three days after being sworn in as president in January 2017, Donald Trump
signed an executive order withdrawing America from the Trans-Pacific

Partnership (yp), a 12-country free-trade deal he had railed against on the campaign
trail. On May 23rd, 488 days after his own swearing-in, President Joe Biden tried to
reverse some of the damage by unveiling a new pact, the 13-country Indo-Pacific
Economic Framework (iper).

Inevitably, one way to look at the iper is by way of comparison to the p (which lives on
in reduced form, absent America). Some bits sound rather familiar. One selling-point for
the pp was that it was a “21st-century trade agreement” complete with high standards
for workers’ rights and e-commerce rules. The iper is also “a 21st-century economic
arrangement”.

That, however, is where the similarities end. Mr Trump’s success in winning support
with his calls to stop countries “ripping off” America has made many in Washington
leery of ambitious free-trade deals. So rather than starting work on a pact that would
require approval from Congress, Mr Biden’s team has designed a framework that is more
malleable and may avoid that political death-trap.

Malleability has a few big downsides. It limits what America can offer. A cut in tariff


https://www.economist.com/the-economist-explains/2016/11/23/the-collapse-of-the-trans-pacific-partnership
https://www.economist.com/the-economist-explains/2016/11/23/the-collapse-of-the-trans-pacific-partnership
https://www.economist.com/asia/2022/05/20/joe-biden-has-big-plans-for-his-first-presidential-trip-to-asia

rates, a plank of most free-trade deals, is a non-starter because it would require
congressional support. America still vows to push for strong labour and environmental
standards but, unable to offer more access to its vast market, it lacks a key bargaining
chip.

The Biden administration has tried to make a virtue of these limits. Rather than
conceiving of the ipef as a conventional deal, it has declared that the pact will rest on
four pillars, with trade promotion just one. The other three goals are to make supply
chains more resilient; to promote infrastructure investment and clean energy; and to
form new rules on taxation and anti-corruption.

the focus on topics such as digital trade, competition policy and bribery makes for a
good menu for the ipr. These are issues that are very much in the interest of our
partners in the region.

For now, many in the region are most pleased by the symbolism. The wounds from
America’s p exit are still raw. Since Mr Biden’s election victory, allies have waited and
waited for America to devise a new Asian trade strategy.
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The recipe for the outperformance of Swiss businesses

Common sense and low taxes make the Alpine nation a corporate haven
May 23rd 2022

Big cheeses from the world of politics, business, academia, media and the arts
descended on Davos on May 22nd for the first in-person bash of the World Economic
Forum in more than two years. For over half a century the great and the good have
used the annual get-together to chew over the world’s most pressing problems.

It is home to 13 of the top 100 European firms by market capitalisation and 12 of the
top 500 worldwide. What is the secret sauce of the Swiss?

Something remarkable must be going on in the nation of mountains and valleys that
before playing host to world-beating firms counted the invention of yodelling among its
achievements. Relative to its .4 Switzerland has the highest density of Fortune 500
companies in the world (see chart 1).

Swiss firms’ name recognition has spread far beyond the country’s borders in banking
(ws and Credit Suisse), insurance (Swiss Re and Zurich), pharmaceuticals (Roche and
Novartis), food (Nestlé), commodities trading (Glencore and Gunvor), watchmaking
(Richemont, Patek Philippe and Rolex), hotels (César Ritz was the youngest of 13
children of a Swiss farmer) and, inevitably, chocolate (Lindt & Spriingli, and Barry
Callebaut, the world’s biggest chocolate-maker).


https://www.economist.com/business/2022/05/26/is-this-the-end-of-davos-man
https://www.economist.com/business/2022/05/26/is-this-the-end-of-davos-man

There are several explanations for Switzerland’s corporate one-upmanship. One is that
the country’s defining characteristic is “common sense”, says Paul Bulcke, chairman of
Nestlé.

This manifests itself in a unique political model that mixes federalism and direct
democracy, a weak central government, light regulation, top-notch research
universities, and rivalry in education and taxation between the cantons that make up
the Swiss confederation.

For much of its history Switzerland was poor. Infertile soil, often covered in snow for
most of the year, made the landscape inhospitable. So when Switzerland started to
develop economically in the 19th century city-cantons such as Zurich or Basel began to
specialise in high-value-added industries.
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The recipe for the outperformance of Swiss businesses (2)

Common sense and low taxes make the Alpine nation a corporate haven
May 23rd 2022

3

This endeavour was assisted by Switzerland’s “eternal neutrality”, granted at the
Congress of Vienna in 1815. It was spared two world wars that devastated the rest of
Europe in the last century.

Foreigners have been central to Switzerland’s business success. Henri Nestlé, the
eponymous founder of the company, hailed from Frankfurt.

Switzerland’s welcoming of outsiders stands in stark contrast to relations within. The
Swiss have no particular affinity for their compatriots in other cantons. The country’s
city-states would doubtless have preferred to remain independent.

This approach makes for light regulation from the top. The Federal Council, the federal
government’s executive branch, does without recognisable leaders. The cabinet has
seven members who have equal power.

Cantons run health care, welfare, education, law enforcement and fiscal policy. That
allows them to compete to be attractive to businesses and their workers. Corporate taxes
are low (see chart 2).



The competition doesn’t stop at light taxation. Cantons help to fund top-notch
universities.

Yet for all its success Switzerland has become less attractive as a hub for multinationals
over the past three decades. Last year Switzerland missed another chance to gain
smooth access to one of the world’s largest markets when its government abandoned
plans to convert 120 bilateral deals into an overarching treaty with the cu.

And much that accounts for Switzerland’s corporate strength is in question. The war in
Ukraine makes some Swiss ponder the country’s neutral status; to widespread surprise,
their government has joined Western sanctions against Russia.

wealth management remains under threat from lower investment returns and increasing
international pressure for financial transparency. The pharmaceutical sector is grappling
with the rapid rise in costs for drug innovation.

Yet the Swiss have shown in the past that they can overcome challenges with hard work
and ingenuity. Swiss watchmaking seemed to be winding down the path to extinction
until Swatch revived the industry by making cheap watches more fun and expensive
ones more desirable.

Chances are that the great and good of Davos will feel right at home in Switzerland
for many years to come.
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Joe Biden vows to deepen America’s ties with South Korea

That works better when no mention is made of China
May 26th 2022

Yoon Suk-yeol, who took over as South Korea’s president on May 10th, now



owns a replica of the sign that adorned the desk of Harry Truman, the president
who sent American soldiers to fight in the Korean war in 1950. It reads, “The
buck stops here.”

Beyond the congratulatory gesture, the gift alluded to America’s responsibilities
as South Korea’s oldest ally and defender against the nuclear-armed dictatorship
to the north.

The commitment to more deterrence was put to the test soon after Mr Biden left
Japan, the second stop on his trip. On May 25th North Korea launched three
missiles off its east coast. South Korea’s armed forces said one of them was likely
to have been an intercontinental ballistic missile, which America regards as
particularly provocative.

The show of strength echoed the general tone of Mr Biden’s visit. Earlier in the
week the president had made headlines with an offhand remark, quickly walked
back, about how America might get involved militarily should Taiwan be
invaded. Big items on the agenda aimed to assure allies of America’s commitment
to countering China’s increasing heft in the region.

In a joint statement with Kishida Fumio, Japan’s prime minister, in Tokyo on May
23rd Mr Biden admonished China for its failure to condemn Russia’s invasion of
Ukraine and for its coercive actions in the South China Sea.

Yet when it came to South Korea’s relationship with China, Mr Biden trod more
carefully. The joint statement he and Mr Yoon issued at the end of his visit ran to
nearly 3,000 words but did not mention China.

Mr Biden is right that the best way to counter China is to reassure allies in the
region of America’s reliability. But in certain places, if not others, such assurances
may be best uttered quietly.
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Abe Shinzo still looms large over Japan

The hawkish former prime minister is pushing for a more muscular security policy
May 26th 2022



The menus during President Joe Biden’s visit to Tokyo this week reflected the tastes of
Japan’s prime minister, Kishida Fumio, whose family is from Hiroshima. The agenda,

however, owed more to Abe Shinzo, a former prime minister who led the country from
2012 to 2020.

Japan promised to spend much more on defence and urged America to rejoin an Asian
trade pact the bigger country had ditched. Both are longtime causes of Mr Abe’s.

Though Mr Kishida leads the ruling Liberal Democratic Party (i4p), and thus Japan itself,
the party remains under the sway of Mr Abe, especially when it comes to foreign and
security policy.

Mr Abe’s basic strategy remains the default for Japan: doubling down on the alliance
with America while beefing up its own defences and strengthening partnerships with
third countries to counter China’s rise.

Yet while the direction has been set, the country has yet to arrive where Mr Abe would
like: a Japan less shackled to its post-war past and more autonomous in its security.

That unfinished business may be one reason why he has eschewed a quiet
retirement. He has used his voice to continue calling for a more assertive security
policy, a cause that has taken on a new urgency after Vladimir Putin’s invasion of
Ukraine.

Recently, he has urged Japan to discuss hosting American nukes, as some na0o members
do.

He seems determined to use his bully pulpit—and his big voting bloc in parliament—to
pragmatically advance his goals, rather than picking ideological fights. His talk of
hosting American nukes is intended to end the “taboo” around discussing nuclear
deterrence, not to make the idea an immediate reality, Mr Abe insists.

Yet in Japan, Mr Abe remains a polarising figure. To some observers, his recent
outspokenness points to the re-emergence of Abe the ideologue, freed from the
responsibility of higher office to push the nationalist causes with which he has long been
identified.

Mr Abe’s plans for beefier Japanese security, in short, may go down better with a slab of
Hiroshima beef.
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Countering China in Africa

The West must try harder to offer African countries alternatives to China
May 20th 2022

Africans live globalised lives. Those who travel to work on Chinese-built roads may do
so in Japanese minibuses emblazoned with images of players from European football
leagues, pinging messages on American social-media platforms. They worry about rising
prices, a global pandemic gumming up supply chains and a Russian dictator’s decision to
invade Ukraine.

The Economist commissioned from Premise, a pollster, asked Africans in seven countries,
a mix of democracies and authoritarian states, which would be more powerful in a
decade’s time: China or America. In all seven the answer was China. Overwhelmingly
they also felt that China’s influence was favourable, as well.

Western countries instinctively see such views as warnings: ominous signs that they are
losing a global battle for influence. There are certainly areas where it makes sense to
think of China’s role on the continent as part of a broader struggle for power in the 21st
century.

China’s engagement with Africa represents an opportunity for the West as well as a
threat. To seize it means resisting the temptation to see everything China does as part of
a zero-sum game. Chinese lending, construction or other business activities are not
inherently bad or dangerous.



Wisely, under Joe Biden, America has abandoned the Trump administration’s rigid
approach of telling countries they must make a binary choice between America and
China. The administration’s infrastructure programme, Build Back Better World (»3w), is
seen as a response to China’s Belt and Road Initiative.

America and the West also ought to remember their strengths. If the West is unwilling to
lend and build like China, it could encourage firms to invest in services, agribusiness and
technology, and remove trade barriers that make it harder for African firms to export.

China has more swagger in its dealings with Africa. Xi Jinping and his envoys engage
with Africa routinely; at the triennial China-Africa summits, Chinese leaders like to make
splashy promises of new money and programmes. America makes valuable contributions
in Africa, but less visibly.

For 20 years China has been a main partner for African governments seeking to
transform their economies. Most African politicians, and their citizens, have appreciated
the benefits arising from this relationship. But turning to China was often the only
option. The West should offer an alternative.
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