Who's afraid of TikTok? (1)

The world’s most exciting app is also its most mistrusted
Jul 7th 2022

With its wholesome dancing and lip-syncing videos, TikTok once billed itself as “the last sunny
corner on the internet”. Since launching just five years ago the app has brought a warm glow to
its 1bn-plus users, as well as an icy dash of competition to the social-media incumbents of Silicon
Valley.

Yet even as TikTok delights consumers and advertisers, others believe the sunny app has a dark
side. ByteDance, its owner, has its headquarters in China, whose government is addicted to
surveillance and propaganda—making it a worrying place for a media app to be based.

As TikTok’s clout grows and as elections loom in America, there is a brewing bipartisan storm in
Congress over its supposed role as a “Trojan horse”.

The hype about TikTok is justified—and so are the concerns. The app has transformed
competition in social media. Yet unchecked, it presents a security risk to the Chinese

Communist Party’s enemies.

Beneath TikTok’s simple interface lies fearsomely advanced artificial intelligence (). Its knack
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for learning what people like helped TikTok sign up its first 1bn users in half the time it took
Facebook. In America the average user spends 50% longer on the app each day than the typical
user spends on Instagram.

The effect on competition has been dramatic. In 2020 American trustbusters sued Facebook, now
known as Meta, for its alleged dominance of social media. Today such worries look eccentric;
Meta has been particularly hard-hit as tech stocks have taken a beating, and the firm is re-
engineering its products to mimic TikTok.

Yet concerns about TikTok’s Chinese ownership have long simmered. Donald Trump tried and
failed to force ByteDance to sell TikTok’s American business to a domestic owner towards the end
of his presidency. Today, with TikTok approaching twice the size it was during the Trump era
and with us-China relations at an even lower ebb, things are reaching a critical point.
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The most frequently cited risk is privacy. China’s government gives itself the right to demand
whatever data it likes from firms based in the country. Though most TikTokers are unbothered by
the Communist Party analysing their dance moves, the app’s torrent of videos could be trawled
for face and voice data to add to the digital panopticon that China is building at home.

The bigger, underappreciated problem with TikTok is the chance it offers China to manipulate
what the app’s vast foreign audience sees. TikTok has gone beyond sunny entertainment to
become a major news platform.

That makes TikTok’s Chinese ownership a serious worry. The Chinese government actively
meddles in domestic media; four years ago it shut down another popular ByteDance app,
unamused by the subversive jokes being shared on it.

TikTok insists no such meddling has taken place. But a company vulnerable to bullying by an
authoritarian government obsessed with media manipulation is clearly a risk. Anyone who

considers this paranoid should consider China’s record in Hong Kong.

The first step to avoiding that involves technical fixes. TikTok is working with American


https://econ.st/3NKgTL7

regulators on a framework in which American users’ data are held by Oracle, an American firm,
with limited access for TikTok’s China-based staff. To tackle the manipulation question, TikTok
has offered to let third parties inspect its algorithm.

The harder step is to shore up TikTok’s independence. ByteDance’s efforts to separate TikTok’s
management from the parent company must go further. TikTok should be ultimately responsible
to an independent board of its own, with members from outside China (ideally including some
who speak for wider interests than venture capital).

China may bridle at all this. It recently classified content-recommendation algorithms as a key
technology and may object to TikTok’s code being made available for dissection. It will be
reluctant to cede any corporate control to foreigners.

But it must recognise that if it wants its companies to operate globally in sensitive sectors, while
the country remains an autocracy in which the state seeks to control business, adaptations will be
necessary. If it refuses, the likely result is that TikTok—and more companies like it—will be
locked out of the West altogether.
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Governments are ignoring the pandemic’s disastrous effect on education (1)

Neglected pupils will suffer for the rest of their lives
Jul 7th 2022

If history is “a race between education and catastrophe”, as H.G. Wells once put it, education
seemed until recently to be winning. In 1950 only about half of adults globally had any
schooling; now at least 85% do. Between 2000 and 2018, the proportion of school-age children
who were not enrolled in classes fell from 26% to 17%.

Then the pandemic struck and hundreds of millions of pupils were locked out of school. At first,
when it was not yet known whether children were vulnerable to covid-19 or were likely to
spread the virus to older people, school closures were a prudent precaution.

Globally, the harm that school closures have done to children has vastly outweighed any benefits
they may have had for public health. The World Bank says the share of ten-year-olds in middle-
and low-income countries who cannot read and understand a simple story has risen from 57% in
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2019 to roughly 70%.

This should be seen for what it is: a global emergency. Nearly every problem that confronts
humanity can be alleviated by good schooling. Better-educated people are more likely to devise a
cleaner energy source, a cure for malaria or a smarter town plan.
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Jul 7th 2022

Politicians talk endlessly about the importance of schooling, but words are cheap and a fit-for-
purpose education system is not. Spending has risen modestly in recent decades but fell in many
countries during the pandemic. Scandalously, many governments spend more on rich pupils than
they do on poor ones.

Many of the most critical changes are not things that money will buy. Testing is a mess, leading
governments to overestimate levels of literacy. New teachers have been hired but not trained
properly. Lessons in reading and maths are too often cut short to make room for instruction in
whatever other subjects happen to be faddish, from the moral certainties of left-leaning
Westerners to the thoughts of Xi Jinping.

At present a quarter of countries do not have any plans to help children claw back learning lost
during the pandemic, according to a survey carried out earlier this year by uicr. Another quarter
have inadequate catch-up strategies.

At stake is the future not only of the generation scarred by the pandemic, but of all the pupils
who will come after them. No more children should stumble through their school days without
learning to read or add up.
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Voters should reject Chile’s new draft constitution

It is a fiscally irresponsible left-wing wish list
Jul 6th 2022

When angry and occasionally violent protesters took to the streets of Santiago, Chile’s capital, in
2019 and 2020, their grievances were manifold. Students marched against costly tuition; others
demonstrated against the country’s private pension system and threadbare health care.

To quell the protests, in which at least 30 people died, the centre-right government of the day
agreed to have a new constitution drafted. A constituent assembly of 155 people was elected,
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many of them from social movements rather than established parties.

To be fair, it omits some of the worst ideas aired in the assembly, which was dominated by
leftists. These included nationalising all natural resources (mining generates 12% of GDP) and
scrapping the upper house.

A few ideas are laudable. The document would require the devolution of some powers to regions,
and would give indigenous people the right to be taught in their own languages in schools.
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Voters should reject Chile’s new draft constitution (2)

It is a fiscally irresponsible left-wing wish list
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But overall the draft is a confusing mess, full of woolly language that more or less guarantees
decades of squabbling about what it actually means. “Nature” would be given rights.

The document is far less business- or growth-friendly than the current constitution. It gives trade
unions the sole right to represent workers, guarantees them a say in corporate decision-making
and allows them to strike for any reason, not just those relating to work.

The draft creates a portfolio of socioeconomic rights that could blow up the budget. It requires
the establishment of several new bodies, such as an integrated national health system, and
cradle-to-grave care, without giving much thought to how they would be funded.

Legal checks and balances on the government would be watered down. A new council would
have power over all judicial nominations; previously the Supreme Court, the president, the court
of appeals and the Senate all had a role.
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Voters should reject Chile’s new draft constitution (3)

It is a fiscally irresponsible left-wing wish list
Jul 6th 2022

The document is ridiculously broad. It says the state should “promote the culinary and
gastronomic heritage” of Chile and recognise “spirituality as an essential element of the human
being”. Everyone has a “right to sports”.

Chile’s old constitution was hardly perfect. Indeed, it has been amended nearly 60 times. But
compared with its proposed replacement, it is a paragon of clarity. More importantly, the old
blueprint for governing works. Since democracy was restored, Chile has been a Latin American
success. GDP per person has tripled since 1990 and poverty has fallen.

Rather than scrapping the old constitution, Chileans should scrap the new one. When the draft is
put to a referendum in September, they should reject it. Congress should then make a
determined effort to reform the existing constitution to salve Chile’s discontent, for example by
making it easier to build a strong welfare state.
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Why leveraged buy-outs are in trouble (1)

This downturn won’t be like the last one
Jul 7th 2022

Held in february 2007, the 60th-birthday celebrations of Stephen Schwarzman, a private-equity
magnate, captured the spirit of an age. Nothing distils the hubris of Manhattan on the eve of a
financial crisis like Rod Stewart belting out “Maggie May” to a fizz-drinking crowd in Hermeés
ties. Within two years Mr Schwarzman’s firm, Blackstone, had lost more than 80% of its market
value.

As central banks raise interest rates and shrink their balance-sheets, markets are reeling. This
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year equities have suffered the worst sell-off in a generation. Things are also messy in debt
markets, particularly the risky “high-yield” corners where private-equity funds gather
ammunition for deals. Junk-bond yields have reached 9%.

All this raises questions about one of the biggest investing fashions of the past two decades.
Private-equity assets have more than tripled over the past decade to reach $4.6trn.

Now a crunch is coming, in two ways. First, the deals done at sky-high valuations look a lot less
clever. Higher costs and slowing economic growth will squeeze the profits of private-equity-
owned firms.
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The second part of the crunch relates to future investments. The industry is sitting on $1.3trn of
“dry powder” and investors are still increasing their allocations. Yet whether the business model
works in the new macroeconomic environment is uncertain.

Private-equity managers will struggle to find a playbook from the industry’s 40-year history. The
first cycle, in the 1980s, saw a band of pioneers capitalise on the inefficiencies of lumbering
public corporations. The music stopped when credit markets, epitomised by the junk-bond king
Michael Milken, crashed.

Who will suffer most? The first losses will be incurred by investment bankers who underwrote
buy-out debt at frothy prices. But that will be bonus-crushing, not system-shaking. Disclosure is
patchy but, by our crude estimates, the five biggest American investment banks have up to $90bn
of corporate loans held for short-term purposes.

Best positioned of all are the private-equity firms themselves. Since the 1980s they have



diversified. They often have property, credit and infrastructure businesses that are comparable in
size to their buy-out activities. These areas may do well during inflationary periods. The
industry’s pioneers have largely retired. One who has stayed the course, Mr Schwarzman, today
manages a vastly different firm, with diversified assets under management of $915bn. For some
people, the party never ends.
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Reading corporate culture from the outside (1)

It is becoming a bit easier to peer inside firms
Jul 7th 2022

Culture eats strategy for breakfast, runs the aphorism. It also projectile vomits employees who
don’t fit in. In a survey conducted earlier this year by Flexjobs, an employment site, culture was
the most common reason people gave for quitting.

The problem is that culture can be very hard to fathom from the outside. It resides in quotidian
interactions between colleagues and in the hidden threads that bind decisions on everything from
promotions to product development.

Offices are places where culture can be transmitted osmotically. Now that more workers are
remote, firms increasingly write down their values. Qualtrics, a software firm, may not believe in
grammar but it does believe in Transparent, All in, Customer obsessed, One team and Scrappy.

But companies that codify their values are at least thinking about them. And their choices can
offer meaningful clues. Kraken, a cryptocurrency exchange, sets out its beliefs in ten
“Tentaclemandments”.

Updates can also be instructive. In “ReCulturing”, a new book, Melissa Daimler lays out some of
the changes that Dara Khosrowshahi made when he became CEO of Uber in 2017. The values of
the previous regime, which included “Superpumped” and “Always be Hustlin™, were overhauled
for something a little less hormonal.
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Culture is increasingly readable in other ways, too. Since the pandemic, firms’ policies on remote
working have given outsiders greater clarity on how employers view issues like work-life balance.
Under increasing pressure from employees to take stances, companies are likelier to offer
opinions on political and social issues.

Windows on cultural norms are being opened by regulators, who are pushing for greater
disclosure about firms’ workforces. Candidates seem to value this kind of information.

The behaviour of CEOs used to be directly visible only to a limited number of people. Now bosses
are everywhere, tweeting, posting and making stilted videos. In a recent survey by Brunswick

Group, a PR firm, 82% of respondents said they would research the boss’s social-media
accounts if they were considering joining a new firm. Even earnings calls offer insights.

Employee-review sites like Glassdoor are another source of insight. These sites can be distorted
by embittered ex-workers. But, says Kevin Oakes of the Institute for Corporate Productivity, a
research outfit, they are also likely to contain “slivers of truth”. And all these slivers add up.
There is no substitute for being at a firm day in, day out, if you want to understand what it is
really like. But the outlines of corporate culture are more discernible than ever. That ought to
lead to fewer cases of indigestion.
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Ten years on from the Higgs boson, what is next for physics? (1)

New particles beckon as the Large Hadron Collider returns to life
Jul 4th 2022

I was actually shaking,” said Mitesh Patel, a particle physicist at Imperial College, London, as he
describes the moment he saw the results. “I realised this was probably the most exciting thing I've
done in my 20 years in particle physics.”

Dr Patel is one of the leaders of LHCb, an experiment at cm, in Geneva. cm is the world’s largest
particle-physics laboratory, and the “LHC” bit of the experiment’s name stands for “Large Hadron
Collider”, which is likewise the world’s biggest particle accelerator.

The b team has spent the best part of a decade measuring how subatomic particles known
as B mesons decay into lighter particles. » mesons come in many varieties, but all have a
constituent called a bottom antiquark.

To the person in the street this may not sound a big deal. To a physicist it is practically an
invitation to book a flight to Stockholm. A violation of lepton universality would be a crack in
what is called the Standard Model, and therefore Nobel prizewinning stuff.

After a long period in the doldrums, the sails of the ship of physics are rustling in the breeze.
The LHC’s latest run may provide the wind needed to fill them properly.
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New particles beckon as the Large Hadron Collider returns to life
Jul 4th 2022



Fermilab’s contributions to the anomaly list, announced respectively in the Aprils of 2021 and
2022, are that the magnetic properties of muons wobble around at frequencies which do not
match predictions; and that the mass of another Standard Model particle, the « boson, which
carries the weak nuclear force that is responsible for a form of radioactivity called beta decay,
seems larger than predicted.

Once is happenstance. Twice is coincidence. The third time, as Ian Fleming opined through the
mouth of Auric Goldfinger, does look like enemy action. None of these results, it must be said,
yet quite reaches the gold standard of confirmation, known as 5-sigma (ie, five standard
deviations from the mean) which particle physicists normally demand before they will call
something a “discovery”.

If they do survive scrutiny, these three findings may go into future textbooks as the keys which
unlocked the door marked “Physics beyond the Standard Model”. Practitioners have been
battering on this portal since the Model was put together in the 1960s and 1970s, to no avail.
Their ultimate goal is to unify the Standard Model and general relativity into an overarching
“theory of everything”.

The Standard Model describes two broad classes of particles—fermions and bosons. Fermions are
the stuff of matter. Bosons carry the forces which hold that stuff together, or sometimes push it
apart.

Fermions divide into leptons, quarks and their antimatter equivalents, which are identical to
normal matter but with opposite electrical charges. Bosons include photons, which carry the
electromagnetic force (and are the particles of light), the aforementioned w boson, the gluons
that hold atomic nuclei together via a second, strong nuclear force, and the Higgs.
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Ten years on from the Higgs boson, what is next for physics? (3)

New particles beckon as the Large Hadron Collider returns to life
Jul 4th 2022

But, though it is one of the most tested, most successful scientific ideas of all time, the Standard
Model is not a complete description of the universe. Not only does it fail to account for gravity
(this is the purview of general relativity), it cannot explain why matter is more abundant than
antimatter.

Dark matter is stuff that interacts with gravity but not electromagnetism, so can be felt, but not
seen. Its abundance can be calculated from its effects on visible matter—than which, the sums
suggest, it is six times more plentiful.

Dark energy is even weirder. Belief in it depends on calculations about the speed at which the
universe is expanding, for dark energy is the stuff that propels this expansion.

Nor is the Model itself quite as elegant as it is sometimes made out to be. It is, rather, a thing of
sealing-wax and string, held together by arbitrary mathematical assumptions. Until recently, this
was not a cause of great worry. Supersymmetry, people thought, would ride to the rescue.

Run 2 of the LHC, however, found no evidence of sparticles. If Run 3 also fails to reveal Susy,
some of her supporters will no doubt tweak the numbers to try to explain why. But there is now a
whiff of desperation in the air about the theory.



The kit they have to conduct their search with is a yet-more-powerful version of the collider that
found the Higgs boson a decade ago. Since the machine paused operations in December 2018,
dozens of its superconducting magnets have been replaced with stronger ones and the injection
system, which packs 120bn protons into bunches the size of a human hair and then accelerates
them before they enter the LHC itself, has been upgraded.
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Ten years on from the Higgs boson, what is next for physics? (4)

New particles beckon as the Large Hadron Collider returns to life
Jul 4th 2022

The four experiments that sit around its 27km ring and analyse the results of those collisions
have also been given a once-over. The b detector in particular has been almost entirely rebuilt.

A new trigger system at mcb will permit retention of data from almost all the 40m collisions
occurring per second in the upgraded detector, so that more intelligent decisions can be made
later about which to retain and analyse.

The first job will be to gather more data on the » meson anomaly, in search of that precious 5-
sigma status. Theoreticians, meanwhile, have been busy devising ways to extend the Standard
Model to try to explain those mesons’ anomalous decays.

One approach starts with the idea of a fundamental particle’s “flavour”. This term was invented
in 1971, by Murray Gell-Mann, an architect of the Standard Model, and his student Harald
Fritzsch as they sat eating ice cream at a Baskin-Robbins store in Pasadena, California.

Leptons are similar. The lightest generation contains the electron; a second, heavier, generation,
the muon; the third and heaviest, the tau. Each generation also sports an associated neutrino.

It is ingrained within the Standard Model that its fundamental forces—electromagnetic, weak
nuclear and strong nuclear—do not distinguish between flavours. Photons, carriers of the
electromagnetic force, interact with electrons, muons and taus in identical ways.
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New particles beckon as the Large Hadron Collider returns to life
Jul 4th 2022

What it means is there could be additional interactions within the » meson, that’s breaking it up
with the wrong frequencies.”

By “frequencies”, Dr Allanach means the rates at which electrons and muons are emitted

when » mesons decay. The hypothetical new interaction could be what he and his colleagues call
the flavour force—a fifth fundamental force of nature besides gravity and the three of the
Standard Model.

The idea of a force that discriminates between flavours is not in itself new—such theories have
been invoked in the past to fill other gaps in the Standard Model. But in all previous versions the
force-carrying particle was so heavy that no particle collider was or is powerful enough to create
it.

Others, though, have a different explanation for the » meson decay anomaly—a proposed new
particle called a leptoquark. This theory says that, at a deeper level of nature, quarks and leptons
are actually the same thing. What are seen as electrons, muons, top quarks, bottom quarks and so
on are actually different faces of the same underlying entity.

Unifying quarks and leptons in this way could explain other things, too. One is why protons and
electrons have exactly the same electric charges (though of opposite polarity), even though
protons weigh more than 1,000 times as much as electrons do.

Looking for exchanges of leptoquarks between known particles could be possible during Run 3.
The leptoquark itself would be too heavy for the collider to produce, says Dr Isidori. But “if we
are lucky with the Run 3, we will start to see a more consistent series of deviations in the high-



energy collisions”.
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Both the . particle and the leptoquark could also go some way towards explaining the
discrepancy discovered by Fermilab between its measurement of the mass of the « boson and
the mass that the Standard Model predicts.

The Standard Model does not predict the « boson’s mass directly. Instead, it predicts the ratio of
its mass to that of a . boson, the other weak-nuclear-force carrier.

The third Model-breaking anomaly came from an experiment called Muon g-2. Like other
leptons, muons contain a tiny internal magnet. When placed in a strong magnetic field, the
direction in which this magnet points wobbles around like the axis of a spinning top.

The strength of the magnet—a number known as the g-factor—determines the size of this
wobble. The g-factor, and therefore the amount of wobble, is also influenced by a muon’s
interactions with any particles that briefly pop into and out of existence around it from the
vacuum of space. (This happens because of the uncertainties inherent in quantum mechanics.)

The measurements from Fermilab, which tallied the motions of 8bn muons, showed a deviation
from the Standard Model’s prediction. The result had a statistical significance of 4.2-sigma, about
a one in 40,000 chance that the result is a fluke.

A tweaked version of the flavour force could ride to the rescue here, as well. This time the
boson would have to be lighter than the one used to explain the » meson anomaly—only a
thousand times more massive than a proton—but it would also interact preferentially with
muons.
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As well as investigating these anomalies, Run 3 will poke and prod all the known fundamental
particles in ever more detail. “The Standard Model makes very clear predictions about how the
Higgs boson should interact with different particles,” says Dr Parkes.

Physicists have other things, too, in their sights for Run 3. One is the top quark, the heaviest of
the lot, of which only a few hundred had been made before the . was built. Two of cw’s detectors
—as and ems—have recently announced hints of excesses in the production of this and other
heavy fermions, notably bottom quarks and tau leptons. These things will all need to be
investigated.

Perhaps, just perhaps, Susy will still show up at the party as the collisions get more energetic—
possibly she will be wearing one of the disguises that those who have not yet abandoned her are
trying to dress her up in. But don’t bet on it. For the moment, fundamental physics is back a
pragmatic phase, gathering more pieces of the jigsaw in the hope of fitting them together later.
Physicists have by no means abandoned the lofty goal of unifying forces and creating a grand
theory that encompasses everything. But they need a new map to get them there.
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South Korea and Japan have a rare chance to make friends (1)

They should be close allies. But history divides them
Jul 7th 2022

The flight time between Seoul and Tokyo is just under two hours. Yet the last time a leader of
South Korea or Japan paid a state visit to the other was in 2011, when Lee Myung-bak, then
South Korea’s president, went to see Noda Yoshihiko, Japan’s prime minister at the time. Mr Lee
praised Mr Noda’s recent goodwill gesture of returning some 1,205 royal books, which Japan had
filched from South Korea during colonial times.

Along with China, Japan and South Korea are East Asia’s economic powerhouses. Unlike their
giant neighbour, they are established democracies and staunch allies of America. They are also



wary of China’s growing clout in the region, to say nothing of the threat from a bellicose North
Korea.

The problems stem from divergent memories about Japan’s colonisation of Korea between 1910
and 1945 and the suffering it inflicted on Koreans. It looked for a brief moment in 2015 as if the
two might begin to put the past behind them. That year, Japan’s Abe Shinzo and South Korea’s
Park Geun-hye, the countries’ leaders at the time, agreed a “final and irreversible” deal on the
matter of comfort women. Mr Abe issued an official apology. His government gave ¥1bn ($7.4m)
to a foundation to compensate victims.

Ms Park’s successor, Moon Jae-in, was critical of the deal from its inception. In 2018, a year after
he was elected, he ordered the foundation to dissolve. That year the country’s Supreme Court
twice upheld rulings ordering Japanese firms to compensate South Koreans forced to work in
their factories to aid the Japanese war effort.

A window of opportunity to improve relations may now be opening, if only briefly. Mr Moon
finished his term in May. His successor, Yoon Suk-yeol, has renewed the call for “future-oriented”
ties with Japan. Kishida Fumio, Japan’s prime minister, faces upper-house elections on July 10th,
which his Liberal Democratic Party (LDP) is on course to win. He will then have up to three years
before the next national vote. Both leaders have stressed the importance of working together
amid an ever more challenging regional environment.
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https://www.economist.com/the-economist-explains/2019/09/03/why-japan-and-south-korea-bicker

South Korea and Japan have a rare chance to make friends (2)

They should be close allies. But history divides them
Jul 7th 2022

Since Mr Yoon took office, links between the countries have begun to revive. He signalled his
intent to patch things up by sending a delegation to Tokyo in April. On June 29th American,
Japanese and South Korean leaders met to discuss security on the sidelines of a NATO summit
for the first time in nearly five years.

That depends on first resolving the forced-labour dispute. South Korean courts have approved the
seizure of assets belonging to Mitsubishi Heavy Industries and Nippon Steel, Japanese industrial
giants that used forced labour during the second world war. Appeals have delayed the process,
but the assets, which include South Korean patents and revenues, may be liquidated and the
proceeds given to victims (or, in most cases, their surviving relatives). On July 4th Mr Yoon’s
government launched a council tasked with devising a plan to avert that irreversible step.

Much will depend on Mr Yoon’s ability to keep the public and the opposition on side. Any
perception that he is doing all the give and Mr Kishida all the take will enrage voters.

Many Japanese politicians reckon the sides are playing tennis, not dancing together. “It’s very
clear the ball is in Korea’s court—they have to fix it,” says one 1 lawmaker. Mr Kishida, who as
foreign minister in 2015 led negotiations on the ill-fated comfort-women agreement, is himself
hesitant. He must also handle his party’s nationalist wing, which can be tin-eared on historical
issues. Yet he may still be persuaded to two-step. Japanese diplomats recognise the strategic folly
of continuing to quarrel with South Korea.



Averting the liquidation will require careful choreography and mutual trust, which is in short
supply. If efforts fail, relations will surely deteriorate further. Military co-operation between
America, Japan and South Korea could stall. Trade restrictions could multiply. China and North
Korea would surely rejoice.

Shared strategic interests should, in theory, create a “lower limit” to how bad relations can get,
says Sohn Yul of the East Asia Institute, a think-tank in Seoul. North Korea’s recent barrage of
missile launches, and the spectre of a nuclear test, are a strong incentive for Japan and South
Korea to work together.

A successful resolution to the court case might beget closer co-operation not only on security,
but on a broader range of issues, such as supply-chain resilience. More co-ordinated economic
outreach to South-East Asia would help to counter China’s clout in the region. Yet the countries’
troubled history also imposes “an upper limit” on how good relations can get, Mr Sohn says.
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https://www.economist.com/asia/2022/04/07/north-korea-is-testing-icbms-again-nuclear-weapons-may-be-next
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What pandemic border closures say about Japan’s view of outsiders (1)

Double standards in travel rules reveal a distrust of foreigners
Jul 7th 2022

Facing the menace of Christianity in the early 17th century, the Tokugawa shoguns closed
Japan’s borders. Foreigners were allowed to visit just a handful of ports. Japanese who tried to
travel abroad, or who did so and returned home, were put to death.

Cut to the 21st century. Throughout the pandemic, Japan has maintained some of the tightest
border controls of any democratic country. To this day, tourists are barred unless part of a group
tour. Some observers are calling the government’s approach “neo-sakoku”.

In some ways, Japan’s pandemic policies are normal for Asia, where many places took a
draconian approach to keeping out the virus. Yet whereas other countries pursuing zero-covid
strategies, such as China and Australia, barred even their own citizens from leaving, Japan
created a dual system.

Such isolationism is a reversal of the pre-pandemic direction of travel, so to speak. Spurred by its
ageing, shrinking population, Japan had been opening up. The number of tourists had grown
from fewer than 7m in 2009 to more than 30m in 2019.
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What pandemic border closures say about Japan’s view of outsiders (2)

Double standards in travel rules reveal a distrust of foreigners
Jul 7th 2022

The pandemic revived an enduring scepticism about foreigners. “Japanese conceptualised covid
as something that comes from the outside,” says Oussouby Sacko, a former dean of Kyoto Seika



University, who was born in Mali. The unspoken logic is that foreigners cannot be trusted to stick
to the practices, from mask-wearing to silent eating, that many believe helped the country
maintain the lowest death-rate from covid in the o, a club of 38 mostly rich countries, despite
having the highest share of old people.

The short-term political gain comes at a cost, however. Japan has already lost a cohort of foreign
students, the very people who often go on to become bridge-builders between countries. Only
around 11,600 managed to enter Japan in 2021, compared with some 120,000 in 2019.

The present-day isolationism serves as a reminder of why Japan needs outsiders in the first place.
The country needs to quadruple the number of foreign workers by 2040 to sustain the
government’s modest average growth target of 1.2%, according to a recent study by a group of
Japanese think-tanks.

Mercifully, neo-sakoku looks likely to ease a lot sooner than the original version. Japan began
letting business travellers and students into the country in March and allowed group tours in
June. Officials whisper that a full reopening will come sometime after upper-house elections on
July 10th, barring a resurgence of the virus.
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Europe’s winter of discontent (1)

Even as temperatures soar Europe faces a bitter energy crisis later this year
Jul 14th 2022

If you have spent the past few days being sizzled alive on a Mediterranean beach or slow-roasted
on the streets of Berlin, London or Rome amid a heatwave, cold weather may be the last thing on
your mind.

Most Europeans cannot yet see or smell the gastastrophe, but in the markets the warning

signs are already flashing red. Prices for delivery of gas this winter, at €182/mvh ($184/mvh), are
almost as high as in early March, after Russia invaded Ukraine, and seven times their long-run
level.

A severe energy crisis has been a danger ever since Russian tanks rolled into Ukraine. As
sanctions and Russian blackmail threaten to cut Europe from its main supplier, gas is the choke-
point. It satisfies a quarter of the continent’s energy demand and Russia supplies a third of that.

As Mr Putin understands all too well, gas is also a market in which Russia holds the whip hand.
Its economy would collapse without oil exports that on average have been worth 10% of

its wp over the past five years—which is why Russia has gone to extraordinary and largely
successful lengths to break the Western crude embargo. But Russia can live without gas exports,
which are only 2% of .

Until a few weeks ago it seemed as if Europe might escape the worst, helped by more mgcargoes
from America and elsewhere. Gas demand is seasonal, so it is vital to build up reserves in the
spring and summer.


https://www.economist.com/europe/2022/07/14/the-war-is-forcing-ukraines-energy-planners-to-be-creative
https://www.economist.com/europe/2022/07/14/the-war-is-forcing-ukraines-energy-planners-to-be-creative
https://www.economist.com/business/2022/07/14/watch-russias-rosneft-to-see-the-new-direction-of-global-petropolitics
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Europe’s winter of discontent (2)



Even as temperatures soar Europe faces a bitter energy crisis later this year
Jul 14th 2022

Now the picture is worsening again. Glitches at a Norwegian gasfield are partly to blame, as is
the hot weather which creates demand for electricity to power air-conditioning. But the big
problem is the flow of gas to Europe from Gazprom, Russia’s gas monopoly. It was already
running at about half the normal level and has dropped even further.

Consumers, who use gas directly for heating and cooking, as well as indirectly as electricity, have
little idea of what may hit them. At the moment, many are protected by price caps, subsidies and
long-term contracts. The typical German pays at least 70% less than the market price for gas.

You may think a recession and inflation would be tolerable—after all, in 2020 Europe’s covid-

hit g fell by 6%. But the energy threat is more insidious. Shortages could trigger beggar-thy-
neighbour behaviour as states hoard gas, stopping it from flowing on to the next country. Britain
has threatened as much.

For all these reasons, European governments must rouse themselves to face the energy shock
now. As with vaccines, they need to transcend national divisions. The European Commission is
working on a plan to present to an emergency summit on July 26th.

Next is the need for a common hierarchy governing rationing, applied across the continent:
intensive energy users should suffer first, consumers last. Countries need to share storage
capacity and guarantee free movement of gas.

The prize for Europe is not just getting through the coming months. Europe will forever free itself
from Russian energy intimidation. It will also have created a coherent continent-wide energy-
security mechanism that will help accelerate the shift to cleaner energy.
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What to do now about tomorrow’s code-cracking computers (1)

A future-proof way to encrypt sensitive data is now available. Put it to use
Jul 14th 2022

Hacking and data breaches are a cost of doing business. One defence is to use encryption, but in
the fast-approaching era of quantum computers that defence will fail.

When quantum computers reach their potential, decades of secret intelligence, credit-card
details, intellectual property and military and medical data will become as easy to read as the
words before your eyes. The world will suffer the broadest, deepest hack in history.

Now researchers at the National Institute of Standards and Technology (nst), America’s standards
agency, have shown how to avert at least some of that catastrophe. Governments, business
leaders and software vendors should pay heed.

Cryptography protocols involve calculations that are harder to undo than do. For instance, it is
easy to multiply two big prime numbers together, but impossibly time-consuming to get back the
primes from the answer. If both sender and receiver know one of the primes, they can decrypt a
message that is uncrackable to everyone else.


https://www.economist.com/science-and-technology/2020/09/26/commercialising-quantum-computers
https://www.economist.com/leaders/2020/09/24/what-quantum-computers-reveal-about-innovation

Quantum computers turn some of the probabilistic, simultaneously here-and-there weirdness of
quantum physics into number-crunching elegance. Their powers will be limited to a smallish class
of problems; it is an unfortunate coincidence that one of them is unscrambling the calculations in
the defence behind which the entire digital economy has been built.
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What to do now about tomorrow’s code-cracking computers (2)

A future-proof way to encrypt sensitive data is now available. Put it to use
Jul 14th 2022

This coincidence could not be more consequential. Encrypted information is sent round the world
with abandon. Be in no doubt that some is being warehoused for decryption tomorrow by
malefactors awaiting a quantum-computing future.

No surprise, then, that some of the world’s largest firms are in the race. Advances in both
quantum machines and the error-correcting and number-crunching algorithms that run on them
spill out regularly. The code-cracking threshold may be some years away, but it is rapidly
drawing closer.

Computer-scientist types have therefore been hard at work conjuring “post-quantum
cryptography” (pc) protocols: new encryption mathematics that outpaces the capabilities even of
quantum machines.

The imprimatur of a world-renowned standards body should be enough to start a general shift
to pee. That should begin today, as it will take time for the new protocols to supplant the old
techniques.

This is more than just a matter of bottom-covering and locking down data in danger of being
hoovered up by tomorrow’s quantum-enabled hackers.

A bit of cryptographic agility will prove advantageous in the long run, too. ns’s new standards
are unlikely to be the last, as quantum computers’ strengths develop and protocols are tested to



destruction in the white-hat hackers’ white-hot heat.

Most who implement e will not see any difference, and have no need to fuss with the 600-digit
numbers in use today. They should, however, sleep a little easier.
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Europe is preparing for Russian gas to be cut off this winter (1)

An EU-wide plan is needed to cope
Jul 11th 2022

Social peace in Germany is being challenged,” declared Robert Habeck, Germany’s vice-
chancellor, on July 7th. The villain: natural-gas prices. Russia is throttling Europe’s supplies in
revenge for its support for Ukraine.

Gazprom, Russia’s state-controlled gas goliath, has been squeezing the Europeans for
months. &, Global, a research firm, reckons that in June Russia piped just 4.7bn cubic metres
(bcm) to Europe, barely a third of the level in early 2021 (see chart 1).

Now Russia is squeezing even harder. On June 16th it slashed exports via ns1 to 40% of capacity,
citing technical snags.

On the morning of July 11th Russia shut down all gas exports via nst for about ten days of
maintenance.

The European Commission wants to organise an eresponse to any attempt by Mr Putin to cut
supplies again this winter, not least to avoid the sort of beggar-thy-neighbour policies which
member states pursued when covid first hit.

The response has four pillars: boosting gas-storage levels, diversifying energy sources,
encouraging demand reduction, and rationing.

BMIZC DL, OVFOHAIEMENDCEEZBELTWS
EUSETHIGT 52 2 ENRE
2022%7811H

7B7H. Ra4voO/\—k - \—Ry JEIHEI. TRAYOHSHWFEMNNBIINTWS, EEE
Ufco ZDERRAIG. RAHRERTH D, OV TFIE. 7774 FNOXEICHTIHESE LT, T—
Ay /)\NOHHEZFIR L TW5B,


https://www.economist.com/graphic-detail/2022/06/01/how-europe-plans-to-cope-as-russia-cuts-off-the-gas

AY7EEOBERARESHAITOLIE. BrBichblcoTa—0Oy/\EREERONITTE, AR
£ Ds&p Globallc &z &, 68ICAYZANIA—Ov/NICHIGU AR IS ITHATEIAX— NI
(bcm) T, 2021 EHEDXKEDIHDT UL -7z (IKRTSE) .

BE. AY7REESICELSHEDNTITTETWS, 6R16HICIE. KiTMGFEZERIC. nsTEH
DEgHZ BEDA0%BICHIR U Tco

7EB1THOEHICIE. AY7iEns1 BEOHRBEEIRTEILEL, FHI0OHBEDOXA Y FF Y RICAS
feo

MINEERIF. T—F U RKEENOLICBUHIEZRS 5 & UIBRICHEA T, EUDREZ%EIE
ULTRELVWELTWS, A< EH, DOFBHEORBRICMBENE >k 57 TBMABZEE %=
B9 576D THhH B,

ZCOMISHICIE. AREFBREDEM. TRILF—ROZHKE. FEHRMOLER. EHEHD4DDEN
H B




—
Pipe down

Russia, pipeline exports of natural gas to Europe
By route, bn cubic metres

15
TurkStream
pipeline 12
Via Ukraine /= A .

A

Nord Stream pipeline

2018 19 20 21 22
Source: S&P Global Commodity Insights

—
Overheating
Europe, energy prices, € per MWh

350
300
250
200
150
100

50
Naturalgast

2019 20 21 22

*German day-ahead TDutch TTF month-ahead
Sources: Bloomberg; Refinitiv Datastream

Electricity*

Europe is preparing for Russian gas to be cut off this winter (2)

An EU-wide plan is needed to cope
Jul 11th 2022

The good news is that the «’s tanks are now almost 60% full, with about 60bcm stored, up from
some 50bcm a year ago. Before the shutdown of 1, Michael Stoppard of &, Global reckons
the «was on track to “reach and exceed” the 80% goal by November 1st.

But not all countries have stored gas equally. Those at or below 50% today (Bulgaria, Romania
and Hungary are laggards) would suffer badly in a cut-off, and all would suffer if winter is
abnormally cold.

As for alternative energy supplies, liquefied natural gas (m¢) imports have surged dramatically.
High European prices have lured tankers away from Asia.

Whether this can be sustained is an open question. Europe has already sucked up so much of the
world’s mgthat can be redirected away from Asia that there is now not enough left to cover a
complete Russian cut-off—especially if China’s economy recovers from its covid lockdowns.


https://www.economist.com/technology-quarterly/2022/06/23/making-natural-gas-emissions-free-will-be-a-challenge

He estimates Russia has earned nearly $400m a day of late from sales of piped and frozen gas to
Europe.

The «’s medium-term plan is to scale up wind, solar and green hydrogen as energy sources, so
that they more than replace Russian gas imports. But that will not solve an imminent cut-off.

With Eurocrats’ blessing, member states including the Netherlands and Germany are issuing
environmental waivers for coal plants to crank out more power.

Then comes the demand-side response. High gas prices have already acted to reduce some
demand. Leslie Palti-Guzman of Leviaton, an energy-data firm, estimates that industrial
consumption in Europe has dropped by roughly 8bcm per month in the past three months.

Finally there is rationing of energy. Germany talks openly about this dread prospect, but most
countries have shunned it. Now the commission is preparing a “crisis-management framework”.
Plans already exist for helping neighbours in a brief emergency, but not for one that could be
region-wide and last for months. Under one proposal, the commission would co-ordinate gas-
demand reductions in all member states.

Without a harmonised scheme, says one insider, “we’ll have a complete halt of a single market
within a few months.”
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Xi Jinping has nurtured an ugly form of Chinese nationalism (1)

It may prove hard to control
Jul 13th 2022

Abe is dead and that’s it,” a social-media user called Zhang Beihai wrote to her 2.6m followers
on Weibo, a Twitter-like platform. “He deserved to perish.” Another Weibo user went further:
“His whole family deserves to die.” The assassination of Abe Shinzo, Japan’s former leader, on
July 8th elicited a wave of joyous reactions online in China, where he was widely reviled.

Japan is a common target of the nationalists who dominate China’s digital high ground. From an
early age Chinese are taught to resent the country for its invasion of China in the 1930s and
1940s, and for the atrocities it committed.

But Japan is only one of many targets. The nationalists scorn America, all of its friends, and
Chinese people they deem to be pro-Western. Their vitriol rarely suffers the censorship to which
liberal sentiment is routinely subjected.

Fang Fang became an object of nationalist ire in 2020, when she wrote the 60th and final
instalment of an internet diary about life in Wuhan in central China when the pandemic began.
Her journal had described not only the hardships of the world’s first city to experience a covid-19
lockdown, but also her own. For daring to criticise the government’s bungled response, she was
subjected to a torrent of online abuse from nationalists.

American officials avoid pointing fingers at China when talking about the growth of nationalism
in authoritarian countries—but it is on their minds. In a national-security directive published in
March 2021, President Joe Biden said “America’s fate” was becoming increasingly linked to
events abroad. “We face a world of rising nationalism, receding democracy, growing rivalry with
China, Russia and other authoritarian states,” he said.


https://www.economist.com/asia/2022/07/08/abe-shinzo-has-been-assassinated
https://www.economist.com/china/2020/04/16/a-diarist-in-wuhan-faces-fury-for-sharing-her-story-with-the-west
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Xi Jinping has nurtured an ugly form of Chinese nationalism (2)

It may prove hard to control
Jul 13th 2022

Russia’s invasion of Ukraine appeared to vindicate some of America’s anxieties. Western officials
now wonder whether nationalism in China—both the leadership’s and that of the Chinese public



—may lead it down a similar path.

How much will nationalism shape Mr Xi’s decisions about whether to attack Taiwan? Or to use
military muscle against other countries with which China has territorial disputes? They are
numerous.

China’s nationalists are certainly becoming more easily aroused and quick to demand tough
action against perceived enemies, especially Taiwan’s China-sceptic leadership.

Videos have circulated on Weibo in which two nationalists go further, arguing that China should
seize the opportunity now, while America is distracted by Ukraine, to launch a military assault.

But Mr Li’s opinions are controversial, even within the establishment. In 2020 Qiao Liang, a
hawkish former general, published an unusual rebuke to those who have been demanding an
invasion of Taiwan. No government decision, he said, is made merely on the basis of public
views.

China’s popular nationalism has partly been shaped by the party itself. After it crushed the
Tiananmen Square protests of 1989 it ramped up the teaching of “patriotism”, which, officials
insist, involves loving the party as well as the country.
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Xi Jinping has nurtured an ugly form of Chinese nationalism (3)

It may prove hard to control
Jul 13th 2022

For now the party still appears capable of controlling popular nationalism to suit its purposes.
Before Mr Xi took over in 2012, it occasionally permitted large-scale protests against Western



countries, in part to give China diplomatic advantage by showing how much Western interests in
China stood to suffer.

But Mr Xi appears more nervous than his predecessors. While fostering the online variety, he has
kept real-world nationalism on a much tighter rein. Mr Xi’s hard line on nes applies almost as
much to those dedicated to nationalist causes as it does to ones that champion civil rights.

In 2017 the party allowed a scattering of demonstrations against South Korea over the
deployment of an American anti-missile system called a4, which China said would threaten its
security. But in the decade since Mr Xi took over, there have been no big nationalist protests on
the streets.

During the pandemic, however, the party has propelled popular nationalism to new heights. Its
propagandists speak of “the West’s chaos and China’s order”—a line that at least until recently
has resonated with many Chinese who appreciated the party’s huge effort to keep the virus out of
the country and to deploy legions of people to contain outbreaks at home.

But recently the mood has changed. Nationalism is no longer proving such an effective social
glue. The Omicron variant of the coronavirus has been much harder to curb; lockdowns have
become far more frequent. Shanghai and several other big cities have suffered weeks of
draconian restrictions. Many people have protested online, accusing officials in locked-down
areas of failing to provide enough help with food supplies and of making it life-threateningly
difficult to get treatment other than for covid.
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Xi Jinping has nurtured an ugly form of Chinese nationalism (4)

It may prove hard to control
Jul 13th 2022

So worried have officials become that in April, during a two-month lockdown in Shanghai, Weibo
censored posts containing the first line of the national anthem: “Arise, ye who refuse to be
slaves.” Recently Weibo users have again been posting that line, this time with pictures of
officials dispersing protesters in Henan.

Mr Xi knows how difficult it sometimes can be to keep patriots on message. The Tiananmen
Square protests of 1989 were a dramatic example. Students took to the streets chanting
“patriotism is no crime.”

For the party, online nationalism is a useful tool for crushing dissent—liberals are quickly leapt
upon by nationalist trolls. But it is a murky world with pitfalls for the party, too. The neo-Maoists
have long since suppressed their ardour for Mr Bo (supporting him would be far too risky under
Mr Xi).

The online Maoists snipe at those they regard as being on the side of the “bureaucrat capitalists”
who hold sway over business and politics. One of their bétes noires is Mr Hu, the former editor of
the Global Times who, with 24.5m followers on Weibo, is probably the most famous of China’s
online nationalists.
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Xi Jinping has nurtured an ugly form of Chinese nationalism (5)

It may prove hard to control
Jul 13th 2022

There is a commercial aspect to China’s online nationalism that must also make it tricky to assess
where the public truly stands. Online influencers, who earn money by using social media to draw



attention to sponsors’ products, use nationalism as clickbait. People are drawn by the conspiracy
theories that influencers peddle about, say, American military involvement in creating and
spreading covid.

But the West still worries. At the party congress later this year, Mr Xi is expected to secure a third
term as the party’s leader. This will be a break from what many believed had become a norm:
that the general secretary would serve for a maximum of two terms.

Despite frequent forays by Chinese military aircraft and vessels around the island, there are few
signs of imminent danger. But China’s nationalism has turned uglier, and the politics of
succession in China has always been fraught with intra-party tension.

It is not impossible that opponents of Mr Xi, or those looking ahead to the day when he
eventually departs from the political scene, may adopt more strident forms of nationalism. Mr Xi
has nurtured a volatile force. He may not always be so able to keep it under control.
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Conservative candidates reveal “the British dream” (1)

A diverse leadership contest and a confident new story of integration
Jul 14th 2022

“I'm a father, an immigrant, a self-made businessman,” declared Nadhim Zahawi, the current
chancellor, who arrived in Britain aged 11 as a refugee from Iraq. Suella Braverman, the
attorney-general, spoke of her mother, who came from Mauritius, and her father, from Kenya.
“They loved Britain. It gave them hope, it gave them security, this country gave them
opportunity.” Sajid Javid, a former health secretary, tells the story of his father, who arrived from
Pakistan with £1 ($1.20) in his pocket.

The ethnic diversity of the candidates for the Conservative Party’s leadership election has been



striking. The field is now being whittled down—Mr Zahawi and Mr Javid are already out of the
race—but of the 11 who declared they would run, six are of black or Asian heritage. Just as
notable is the bright and confident story that these candidates tell of immigration: what Mr
Zahawi, borrowing from an American tradition, calls “the British dream”.

Britain, this story goes, is a special place where anyone can see their children prosper if they try.
“In any other country, I might have been left behind, forgotten about, my future vanishing before
I'd even finished school,” Mr Zahawi once remarked.
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Conservative candidates reveal “the British dream” (2)

A diverse leadership contest and a confident new story of integration
Jul 14th 2022

This is part of a Tory tradition of “inclusive meritocracy” that stretches from Benjamin Disraeli to
Margaret Thatcher, says Sunder Katwala of British Future, a think-tank that specialises in
integration.

The British dream downplays the obstacles faced by ethnic minorities. Racism, in the
Conservative story, tends to be described as acts of individual hatred rather than a systemic
phenomenon.



It also seems to shape an increasingly sharp distinction in immigration policy. Priti Patel, the
home secretary, who was born in London to a Ugandan-Indian family, has liberalised visa rules
for skilled migrants, making Britain more accessible to the middle classes from countries such as
India and the Philippines, while instigating a programme of deportations to Rwanda for those
who cross the English Channel in dinghies. The British dream is open, but the huddled masses
need not apply.
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The Democrats need to wake up and stop pandering to their extremes (1)

For the good of America, the governing party urgently needs to take on its own activists
Jul 14th 2022



Every presidentyearns to be historic—but not historic like Joe Biden. At this point in his
presidency Mr Biden’s singular achievement is to have the lowest approval rating of any
incumbent since the 1950s. Even among Democrats, 67% think the economy is doing poorly,
78% think the country is heading in the wrong direction and 64% want another presidential
candidate on the ticket in 2024.

Mr Biden took office promising to heal the soul of the nation. Eighteen months later he has little
to show for his efforts. Inflation has sapped goodwill. The White House’s attempts to mobilise
the state, including the theory-of-everything bill known as Build Back Better, have stalled in
Congress.

This newspaper does not usually hand out advice to political parties, but America’s sickly
democracy requires urgent repair. A majority of Republican members of Congress have endorsed
Mr Trump’s attempt to steal the previous election—and many of them are likely to see
themselves rewarded if the House returns to Republican control.

The Democrats therefore rightly see themselves as the only remaining guardians of America’s
political system. The country needs parties that actually represent voters, few of whom belong to
the extremes. And yet Democrats too have fallen prey to their activists.
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The Democrats need to wake up and stop pandering to their extremes (2)

For the good of America, the governing party urgently needs to take on its own activists
Jul 14th 2022

Fringe and sometimes dotty ideas have crept into Democratic rhetoric, peaking in the feverish
summer of 2020 with a movement to “defund the police”, abolish immigration enforcement, shun
capitalism, relabel women as birthing people and inject “anti-racism” into the classroom.

The Democrats have begun to put this right, but they lack urgency. That may be because some of
them blame their problems on others—as when the White House points to “Putin’s price hike” or
the negativity of Republican politicians and the conservative media. Although there is something
to this, the party also needs to ditch cherished myths that empower its idealists.

One is that a rainbow coalition of disaffected, progressive voters is just waiting to be organised to
bring about a social revolution.

Another myth is that winning over centrist voters is unnecessary, because Democrats’ fortunes
will be rescued by grand structural reforms to American democracy that are tantalisingly within
reach. The constitution biases the Senate and electoral college towards rural America, and thus
away from Democrats.

The greatest myth is that the party’s progressive stances invigorate the base and are off-putting
only to the other side. Consider the governor’s election in Virginia in 2021. After favouring Mr
Biden by ten percentage points in 2020, voters elected a Republican whose signature campaign
pledge was ridding schools of critical race theory (crr).
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The Democrats need to wake up and stop pandering to their extremes (3)

For the good of America, the governing party urgently needs to take on its own activists
Jul 14th 2022

The good news is that Democrats are showing signs of turning back from peak progressive. In
San Francisco irate voters have recalled their district attorney as well as three school-board
members whose zeal for ideological coups de thédtre neglected bread-and-butter problems with
crime and schooling.

However, Democrats need to move faster. All too often, Mr Biden seems to distinguish himself
from his party’s worst ideas in muted tones and delicate asides. He needs to be louder and clearer
in defending ideas that used to be uncontroversial: rising crime is unacceptable and the police
force is needed to contain it; legal immigration is better than the illegal sort, and borders should
be kept secure; the study of racism belongs in the school curriculum, social-justice praxis does
not.

Moving towards the centre ground would not just be a shrewd political tactic, it could also be the
beginning of a cure for American democracy. The stakes could not be higher. The Republican
Party has succumbed to Mr Trump’s contempt for the rule of law and the true outcome of
elections.

For as long as the former president is poised to stand again for his old job in 2024, rebooting the
Republicans will require nothing short of overwhelming electoral defeat. And that in turn
requires a clearer end to the ideological drift that is jeopardising the Democrats. Standing up to
the ideologues of the left will require grit, but if Mr Biden truly wants to save the soul of the
nation he will have to start with the soul of his own party.
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Japan should stay true to Abe Shinzo’s vision—up to a point (1)

Kishida Fumio, the prime minister, should follow Mr Abe’s pragmatism, not his nationalism
Jul 14th 2022



Max weber spoke of the contrast between politicians wedded to moral purity and their

pragmatic peers. Abe Shinzo, Japan’s prime minister from 2006-07 and 2012-20, was a keen
reader of Weber. The tension between the competing ethics of conviction and responsibility
defined his own life, which an assassin’s gun cut short on July 8th.

Mr Abe had an ideological core. It was Abe the conservative nationalist who repelled his
neighbours and polarised his country. Yet he also developed a studied pragmatism. This Abe was
a realist who strengthened Japan’s defences and rallied allies.

Despite Mr Abe’s death Japan is likely to stick to the course he set. It will remain committed to
boosting its own armed forces, reinforcing its alliance with America, and deepening its security
relations in Asia and beyond.

Mr Abe’s central achievement was reviving Japan as a global force in its own right. This began
with institution-building, including the creation of a national security council to streamline
policymaking and the fortification of the armed forces to boost deterrence.

Yet Mr Abe’s desire to bring his country out of the shadow of the second world war and back
onto the global stage sometimes meant glossing over ugly parts of its history. He fought to purge
textbooks of what he saw as a “masochistic” version of Japan’s colonial and wartime past.
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Japan should stay true to Abe Shinzo’s vision—up to a point (2)

Kishida Fumio, the prime minister, should follow Mr Abe’s pragmatism, not his nationalism
Jul 14th 2022

R

Kishida Fumio, Japan’s current prime minister, has been quick to declare fealty to Mr Abe’s
hawkish legacy. But he must be careful to distinguish between the pragmatic Abe and the
ideological Abe, whom he should lay to rest. Mr Kishida can begin burying the ideological Abe by
working with Yoon Suk-yeol, South Korea’s new president, to repair ties.

Japan’s ultimate aim should be to revise its pacifist post-war constitution, which prohibits it from
possessing “war potential”, to align with reality, which is that it maintains a large modern army.

However, unlike Mr Abe, Mr Kishida is unlikely to press hard for a vote and he may be right. The
debate would be rancorous, the amendment might not pass, and if it did it would upset both
South Korea and China, where nationalists constantly pretend that Japanese imperialism is
about to revive.

As Mr Abe acknowledged, his government’s more modest legal tweaks have given Japan’s armed
forces the ability to deal with potential contingencies around Taiwan. Mr Kishida is therefore
likely to carry on down the path Mr Abe charted, but more cautiously. If he can also lose some of
his predecessor’s nationalist baggage along the way, all the better.
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What does the Middle East offer America? (1)

America’s president embarks on an aimless trip
Jul 12th 2022

For decades American presidents have arrived in the Holy Land like earnest pilgrims searching for
the Grail of a two-state solution.

Joe Biden has lost the faith. His nearly 48-hour visit to Israel and Palestine, which began on July



13th, was designed to be an exercise in banality: shake a few hands, see a few sights, head back
to the airport. No president in recent memory has arrived with so little to say about the region’s
most intractable conflict.

It is hard to blame him. Both Israelis and Palestinians are in political turmoil. Even if Mr Biden
wanted to wade into the peace-process swamp, there is no one to join him.

When the trip was planned, the hawkish Naftali Bennett was Israel’s prime minister.
His government collapsed last month and an election, the fifth since 2019, is set for November.

The Palestinians received far less attention, only a brief scheduled stop in Bethlehem to see
Mahmoud Abbas, the 86-year-old president who governs the West Bank. Mr Biden was expected
to pledge $100m in aid for hospitals in East Jerusalem that offer specialist care to Palestinians
who cannot find it in the occupied territories, reversing a senselessly cruel cut Mr Trump ordered
in 2018.
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What does the Middle East offer America? (2)

America’s president embarks on an aimless trip
Jul 12th 2022

The real focus of Mr Biden’s trip would begin on July 15th with his arrival in Jeddah. Even
Israelis acknowledge that they are a warm-up act.

The administration would like that co-ordination, long conducted in secret, to be more publicly
acknowledged. Mr Biden will urge the Saudis to draw closer to Israel, and to pump more oil.

The trip’s most fraught moment is a planned encounter with Muhammad bin Salman, the Saudi
crown prince, a béte noire for many Democrats because of his chummy ties with Mr Trump and
his dismal human-rights record. Mr Biden had refused to talk to him since he took office.

For weeks the president insisted he was not going to Jeddah, the Saudis’ commercial capital, to
meet Prince Muhammad. Instead he would attend a broader meeting with leaders of six Gulf
countries, plus Egypt, Iraq and Jordan.

It would have been less controversial if it offered the promise of real achievements. It did not.
Israeli officials play down talk of a breakthrough with Saudi Arabia, with good reason. The
kingdom is in no rush to make a deal.

Mr Biden set out a pre-emptive defence of his trip, saying it would show off America’s “vital

leadership role” in the region. It fell short. His hosts offered a friendly welcome, but they will
probably send him home with little more than a few token souvenirs.
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Theory and practice
United States, 2022*, % responding

“Many states have passed laws banning critical race
theory in public schools. Do you have a favourable
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“Critical race theory” is being weaponised. What’s the fuss about? (1)

America’s culture war is raging in education
Jul 14th 2022

It’s like a bomb went off,” says Christopher Rufo. Mr Rufo himself helped light the fuse. After
George Floyd’s murder in May 2020, discussions about racism spread throughout schools, he
says. Mr Rufo labelled those discussions “critical race theory” (CRT).

With the help of Mr Rufo, now a director of an “initiative” on CRT at the Manhattan Institute, a
conservative think-tank, critical race theory, once an obscure academic topic, became a
prominent Republican issue in a matter of weeks. Mr Rufo appeared on Fox News’s Tucker
Carlson show in September 2020.

Suddenly the little-known theory was on the lips of conservative pundits and politicians across
the country.

Forty-two states have introduced bills or taken other actions to limit crr in classrooms; 17 have
restricted it. North Dakota passed its law in five days. School-board meetings have become
ferocious.



Understanding what all the fuss is about requires answers to three questions. What is crr? How
widespread is its teaching in schools? And, third, to the extent that it is taught, is this good or
bad?

The origins of crr go back to the 1970s. The legal theory stressed the role of “structural” racism
(embedded in systems, laws and policies, rather than the individual sort) in maintaining
inequality. Take schooling.

Progressives stretched the scope of crr before conservatives did. The theory has spread into
concepts like “critical whiteness studies”: read “White Fragility”, by Robin DiAngelo, and you
might think white people can hardly do anything about racism without inadvertently causing
harm to non-whites.
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“Critical race theory” is being weaponised. What’s the fuss about? (2)

America’s culture war is raging in education
Jul 14th 2022

Now Republicans have co-opted crr, also enlarging it to embody far more than its original intent.
Mr Rufo brandished it to attack diversity training. “Anti-crr” bills have spread to other topics.

The issues have certainly gained ground. In April Florida’s governor, Ron DeSantis, signed w7,
known as the “Stop the Wrongs to Our Kids and Employees (woke) Act”. The clamps down on the
hiring of “woke crr consultants” in schools and universities, and crr training in companies.

The anti-crer movement has also begun to worry about the way schools teach gender and
sexuality. This includes claims that educators are encouraging children to change their genders. A
month before the Stop weke Act, Mr DeSantis signed the “Parental Rights in Education” law,
which critics call “Don’t Say Gay”.

More recently, social-emotional learning (lessons aiming to teach pupils non-cognitive skills such
as managing emotions and being self-aware) has also been in the firing line. Some claim these
lessons are used to indoctrinate pupils with crr.



In other words “crr”, to its opponents, has become code for any action that centres on the
experiences of the disadvantaged (including non-white, lesbian, gay, bisexual and transgender
people) at work or school. Opponents claim that pupils are being taught that white children are
inherently racist, and that white pupils should feel anguish about their skin colour because of
their ancestors’ actions.

Is this stuff actually being taught in schools? Some say it’s all a figment of Republican
imagination, and call it a witch hunt. “#CriticalRaceTheory is not taught in K-12 schools”,
tweeted Randi Weingarten, president of the American Federation of Teachers (a), a labour
union, a year ago.
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“Critical race theory” is being weaponised. What’s the fuss about? (3)

America’s culture war is raging in education
Jul 14th 2022

Whether framed as ckr or not, educators are incorporating progressive ideas about race, gender
and more into the classroom, not least in response to changing demography. In 2000, white
pupils were 61% of the public-school population. Now they are 46%. (About 90% of American
children attend public schools.)

Amy Bean of Scottsdale, Arizona, felt lied to when her principal told her that crr was not taught
in her child’s classroom. It was right there in the book, “Front Desk” by Kelly Yang, that her nine-
year-old had been assigned.

This passage was not explicitly about critical race theory, but it was clearly about racism and
plants a seed about racial inequality.

Some progressive policies have clearly gone too far. San Francisco’s school board is a notable
example. Rather than striving to get children back into schools during the pandemic, it fretted
about renaming 44 schools named after figures linked to historical racism or oppression.



There have been other perplexing cases. In 2017 a parent in North Carolina accused a teacher of
asking white students to stand up and apologise for their privilege.

Research and polling suggest that crr, as defined by conservatives, has indeed spread, but is not
as pervasive as critics fear. A media analysis by . found that 894 districts (representing about
35% of all pupils) experienced a conflict over crr between autumn 2020 and summer

2021. According to a poll by The Economist and YouGov in February, most people do not
think crr is being taught in their local schools.
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“Critical race theory” is being weaponised. What’s the fuss about? (4)

America’s culture war is raging in education
Jul 14th 2022

While progressivism may be increasing its reach within schools, ckr has hardly permeated state-
sanctioned curriculums.

What is really happening in schools, then? Largely an increase in availability of one-off courses
on racism that pupils can elect to take. Seventeen states have increased teaching about racism
and related topics through legislation.

California is the first state to mandate an ethnic-studies course, beginning with the high-school
graduating class of 2029-30. The history course features the experiences of non-white
communities (78% of California’s public-school pupils identify as non-white).

Is bringing such issues into the classroom a good or bad thing? Americans’ response, as on so
much else these days, is polarised. The Understanding America Study, a nationally representative
survey by the University of Southern California, found that a majority of Democratic parents said
it was important for children to learn about racism (88%), but less than half of Republican



parents did (45%).

Many of the schemes described as crr by conservatives (ethnic studies, social-emotional
learning) were implemented so that pupils would feel represented in school.

California’s ethnic-studies programme is one example of how learning about one’s own ethnic
history can improve pupil achievement. A study from the University of Arizona also found that
participation in a Mexican-American history course was associated with higher standardised-test
scores and increased likelihood of high-school graduation.
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“Critical race theory” is being weaponised. What’s the fuss about? (5)

America’s culture war is raging in education
Jul 14th 2022

If this flavour of crr is beneficial, many pupils will never have a chance to find out. Anti-crr laws
have stoked much anxiety. Matthew Hawn, a white high-school teacher in rural Tennessee, was
fired for showing a video about white privilege and assigning an essay by Ta-Nehisi Coates, a
writer on race relations, to his majority-white pupils.

Not all school districts are concerned, though. “Urban districts are not feeling the heat,” says
Michael Hinojosa, superintendent of Dallas’s school district in Texas, which is mostly black and
Hispanic. “When you get out to the suburbs, that’s where a lot of the vitriol is.”

America has a history of responding poorly to social change in schools. Desegregation in the
1950s and 60s led to violent protests, as did busing—to bring black pupils to white schools—in
the 1970s. In 1978, at the time of a growing gay-rights movement, a ballot initiative in California
tried (but failed) to ban gay and lesbian teachers.

The Economist/YouGov polling found that, though Democrats of all ages largely favour crr as a



concept, the vast majority of older Republicans and independents dislike it.

Some conservatives see opposition to crr as a way to galvanise support for “school choice”, a
policy that allows public money to fund pupils in other public or private schools.

The campaign against crr has turned out to be remarkably sticky. “It is putting a name or
acronym on a broad set of ambiguous anxieties around changing conversations on race, gender,
woke,” says Ms Longwell, drawing conclusions from her focus groups. “ckr has become a catch-
all for that.”
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After a turbocharged boom, are chipmakers in for a supersize bust? (1)

Surging supply and softening demand are bringing the pandemic’s superstar industry back to Earth
Jul 10th 2022

In 2021 graphics cards were hot stuff. Video-game devotees and cryptocurrency miners queued
overnight to get their hands on the latest high-end offering from Nvidia or ami, two American
chipmakers.

With demand expected to grow ever more insatiable, the time-honoured semiconductor cycle—
the consequence of the lag between demand and new supply, which takes a year or two to build
up—appeared to be a thing of the past. Chip firms opened up their wallets (see chart 1).

Now it seems that, far from being banished, the chip cycle may instead have speeded up. Chips of
all sorts are looking wobbly. On July 14th wmc said it would be investing less than it had
envisaged. Samsung has warned of stalling profits and is said to be considering dropping prices
for memory chips in the second half of 2022.

As the turbocharged boom risks turning into a supersize bust, the share prices of the world’s


https://www.economist.com/the-world-ahead/2021/11/08/dramatic-shifts-in-the-semiconductor-industry-will-continue
https://www.economist.com/business/2022/01/29/when-will-the-semiconductor-cycle-peak

chipmakers have slumped by about a third this year (see chart 2), half as much again as
the s&p 500 index of big American firms.

Start with supply. One way that firms have been adding capacity is by installing new kit in
existing fabs (as chip factories are known). In the second half of 2021 global spending on
equipment to etch chips onto silicon wafers jumped by about 75% compared with pre-covid
levels, estimates Malcolm Penn of Future Horizons, another research firm.
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After a turbocharged boom, are chipmakers in for a supersize bust? (2)

Surging supply and softening demand are bringing the pandemic’s superstar industry back to Earth
Jul 10th 2022

Firms can also build all-new fabs, which takes a bit longer. According to smi, one more research
group, 34 of these came online worldwide in 2020 and 2021. Another 58 are scheduled to open
between 2022 and 2024.

There was always the risk that demand might have faded by then. But the hunger for chips has
waned faster than expected. The clearest signs are in the market for personal computers (pcs),
which account for about 30% of overall demand for chips of all varieties. After a pandemic boost
as working and schooling from home became the norm, global ,. shipments will fall by 8% this
year, reckons id.

Data centres and carmaking consume around one-tenth of the world’s chips apiece. Demand is
not forecast to fall this year. But signs of softness can be seen. Chinese orders for server chips,
which power data centres, have dropped off.



The downward pressure on prices may be compounded by another powerful force. Political
considerations, both domestic and international, increasingly influence chip supply and demand.
On the supply side, last year’s crunch spooked governments and reminded those in the West that
75% of all semiconductors come from Asia.

State largesse could lead to more overcapacity. And interventionism may further dent the
outlook. A chip industry fragmented along national borders would risk wasteful duplication,
driving up costs for consumers.
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After a turbocharged boom, are chipmakers in for a supersize bust? (3)

Surging supply and softening demand are bringing the pandemic’s superstar industry back to Earth
Jul 10th 2022

America’s government seems intent on constricting demand in another way. It is using export
controls to deny Chinese buyers access to semiconductors and the tools needed to make them.
The urge is understandable: China is an authoritarian challenger to the American-led, rules-based
global order.

Political considerations are a headache for others in the semiconductor value chain, too. On July
5th Bloomberg reported that am, the Dutch monopolist in the market for the $100m
lithography machines used to etch high-end chips, was under pressure from America’s
government to stop selling its gear to Chinese firms.

The chip bust may be softened if the drive for silicon self-reliance sputters. Continuous subsidies
would be needed to keep American fabs at the cutting edge. That, in turn, would require
sustained interest from easily distracted policymakers. This month Intel said it would push back
the opening of its fabs in Ohio, blaming delays in passing the cips Act.


https://www.economist.com/business/2020/02/29/how-asml-became-chipmakings-biggest-monopoly

Indeed, take out the state intervention and dips in chip cycles have been getting shallower of late,
notes Ajit Manocha, who heads smi. That may be in part because the industry has become more
consolidated. In the 1980s 20-odd firms jostled in the market for memory chips. Today it is
dominated by three: Micron, Samsung and « Hynix.

Fewer firms control a greater share of capital expenditure and can rein it back in if supply
outstrips demand. This will require the chipmakers to rediscover capital discipline—something
they have not had to exercise in a while.
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Today’s heatwaves are a warning of worse to come

Adaptation will be disruptive, costly and essential
Jul 20th 2022

There comes a moment when the penny drops. And in Britain this week the sound of dropping
pennies was loud. Though Britons are by no means the worst affected by the heatwaves now
sweeping the northern hemisphere, they have been in awe of a particular round number: 40°C.

That record rammed the point home in Britain. In the rest of Europe, in parts of China and in
North America similar lessons were being learned, with wildfires raging and people dying of
heatstroke. Heatwaves are nothing new.

Increased intensity and frequency (America, for example, had two heatwaves a year in the 1960s
and six in the 2010s) is bad enough. Increased simultaneity may have even more baleful
consequences. Heatwaves damage agriculture.

The latest heatwaves have also emphasised how built environments are designed for a bygone
climate. To use Britain, again, as an example, parts of the rail network came close to paralysis
because the rails on British track beds are optimised to be stress-free at 27°C.
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https://www.economist.com/the-economist-reads/2022/07/08/what-to-read-to-understand-the-burning-of-the-american-west
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Today’s heatwaves are a warning of worse to come (2)

Adaptation will be disruptive, costly and essential
Jul 20th 2022

In poor countries things will be worse. They have less cash to pay for adaptation and more need
of it, not least because they tend to be near the equator, in zones where heatwaves can push
temperatures to unsurvivable levels.

A further irony is that in some cases applying technology to adapt to higher temperatures, in the
form of air conditioning for inappropriately designed buildings, increases demand for electricity.


https://www.economist.com/the-economist-explains/2022/05/13/the-increasing-frequency-of-fatal-wet-bulb-temperatures
https://www.economist.com/the-economist-explains/2022/05/13/the-increasing-frequency-of-fatal-wet-bulb-temperatures

In Britain, just this week, such demand has risen by 5% compared with the previous week. This is
fine if the juice used comes from green sources.

Adaptation, to this and other manifestations of a changing climate, is a crucial spanner in the
toolkit. But it does not absolve people from addressing the problem at source, by encouraging
green power-generating and energy-saving technologies and discouraging and decommissioning
the “brown” sort. If the dropping pennies released by this summer’s heatwaves inspire action in
that direction, the suffering and loss of life will not have been entirely in vain.
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ESG should be boiled down to one simple measure: emissions (1)

Three letters that won’t save the planet
Jul 21st 2022

If you are the type of person who is loth to invest in firms that pollute the planet, mistreat
workers and stuff their boards with cronies, you will no doubt be aware of one of the hottest
trends in finance: environmental, social and governance (gsc) investing.

You might hope that big things would come from this. You would be wrong. Sadly those three
letters have morphed into shorthand for hype and controversy. Right-wing American politicians
blame a “climate cartel” for soaring prices at the petrol pump.

The term rsc dates as far back as 2004. The idea is that investors should evaluate firms based
not just on their commercial performance but also on their environmental and social record and
their governance, typically using numerical scores. Several forces have thrust it into the
mainstream.

And then there is the self-interest of an asset-management industry never known to look a gift
horse in the mouth: selling sustainability products allows it to charge more, easing a long blight
of falling fees.

Unfortunately esc suffers from three fundamental problems. First, because it lumps together a
dizzying array of objectives, it provides no coherent guide for investors and firms to make the
trade-offs that are inevitable in any society.

The industry’s second problem is that it is not being straight about incentives. It claims that good
behaviour is more lucrative for firms and investors. In fact, if you can stand the stigma, it is often
very profitable for a business to externalise costs, such as pollution, onto society rather than bear
them directly.

Finally ESG has a measurement problem: the various scoring systems have gaping inconsistencies
and are easily gamed. Credit ratings have a 99% correlation across rating agencies. By

contrast, escratings tally little more than half the time. Firms can improve their rscscore by
selling assets to a different owner who keeps running them just as before.
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ESG should be boiled down to one simple measure: emissions (2)

Three letters that won’t save the planet
Jul 21st 2022

As investors become wiser to such flim-flam, they are growing more sceptical. This, coupled with
turmoil in financial markets, is slowing the influx of money into sustainable funds. It is surely



time, then, for a rethink.

Regarding s, in a dynamic, decentralised economy individual firms will make different decisions
about their social conduct in the pursuit of long-run profits within the law. Tech firms may
appeal to the values of young employees to retain them; firms in declining industries may have to
lay people off. There is no one template.

The art of management, or ¢, is too subtle to be captured by box-ticking. Britain’s listed firms
have an elaborate governance code—and dismal performance.

It is better to focus simply on the .. Yet even that is not precise enough. The environment is an
all-encompassing term, including biodiversity, water scarcity and so on. By far the most
significant danger is from emissions, particularly those generated by carbon-belching industries.

Better information alone will help in the struggle against global warming. By revealing more
accurately which firms pollute, it will help the public understand what really makes a difference
to the climate. A growing number of altruistic consumers and investors may choose to favour
clean firms even if it costs them financially.

We have long argued for much higher carbon prices that would harness the market to save the
planet. Today pricing schemes cover 23% of global emissions, about double the level of five years
ago. But far more needs to be done, not least in America. It is government action, combined with
clear and consistent disclosure, that can save the planet, not an abbreviation that is in danger of
standing for exaggerated, superficial guff.
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Emerging-market crises have become harder to resolve (1)

But less of a threat to the world economy
Jul 21st 2022

Whenever america’s Federal Reserve raises interest rates, investors reflexively worry about a
crisis in emerging markets. Today it might appear the usual pattern is playing out. On July 27th
the Fed is expected to raise rates by another three-quarters of a percentage point. Meanwhile, Sri
Lanka has run out of foreign exchange, Argentina faces another default and many poor
countries are in trouble.

The archetypal emerging-market crisis was in 1997-98. As the Fed raised rates, pulling capital
back to America, Thailand’s currency peg broke, leading to a panic that floored South Korea and
Indonesia. It then spread to Brazil and Russia, and to 1, a Wall Street hedge fund that
collapsed.

Yet today much has changed. Emerging economies’ share of global .4 at market prices has risen
from 21% to 43%. Asia’s share of emerging-market output has doubled, to 60%, led by China and
India, which are more self-contained financially, with state-led banking sectors and bond markets
that are largely closed to foreigners.

Another change is that many emerging markets have moved away from currency pegs, dollar
debt and foreign borrowing. Today only 16% of their debts are in foreign currencies.


https://www.economist.com/finance-and-economics/2022/07/18/how-american-banks-are-responding-to-rising-interest-rates
https://www.economist.com/the-economist-explains/2022/07/19/why-is-sri-lanka-in-turmoil
https://www.economist.com/the-economist-explains/2022/07/19/why-is-sri-lanka-in-turmoil
https://www.economist.com/finance-and-economics/2022/07/20/the-53-fragile-emerging-economies
https://www.economist.com/finance-and-economics/2022/07/20/the-53-fragile-emerging-economies

Governments increasingly rely on local banks.
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Emerging-market crises have become harder to resolve (2)

But less of a threat to the world economy
Jul 21st 2022

The final change is that even where foreign creditors are important, their profile is different. For
example, the “Paris Club” of creditors, which is composed mostly of rich countries and
multilateral institutions such as the i, accounts for less than 60% of the poorest countries’ debts,
down from more than 80% in 2006. China accounts for about a fifth.

The good news is that panics in emerging markets seem less likely to inflict serious damage on
the rest of the world. We calculate the countries most at risk of default today account for only 5%
of «p and 3% of global public debt.

The bad news is that these places have 1.4bn people, or 18% of the global population, and
face a huge humanitarian challenge with higher inflation, debt loads, interest rates and
expensive oil and food.

Furthermore, the new distribution of their debts means it is harder to strike deals to provide
them with debt relief. The West does not want to give aid that flows into the pockets of Chinese
creditors. China is reluctant to participate in debt restructuring, even though any modern-day
rescue committee needs a member from Beijing.

As a result, even if emerging-market crises pose less of a danger to the global economy, they may
pose more of a threat to the people living through them.
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Lessons from Turkey on the evils of high inflation (1)

It hurts investment and makes most people poorer
Jul 21st 2022

It took for ever and then it took a night. That was how Rudiger Dornbusch, an influential
economist who died in 2002, described the gestation of a financial crisis. In the Dornbusch
telling, booms go on for much longer than seems rational or possible before they end with a
speed that also surprises. The unsustainable can be sustained for longer than you would think.

Were Dornbusch still around, even he might be scratching his head about Turkey. For years it has
been running a reckless experiment in unorthodox monetary policy. The country’s president,
Recep Tayyip Erdogan, believes that higher interest rates are a cause of rising prices, not a cure
for them. At the end of 2021, when most countries were either raising interest rates or preparing
to do so, he directed Turkey’s central bank to slash them.


https://www.economist.com/obituary/2002/08/08/rudiger-dornbusch
https://www.economist.com/the-economist-explains/2022/01/27/is-recep-tayyip-erdogans-monetary-policy-as-mad-as-it-seems

It is tempting to conclude from Turkey’s madcap experiment that high inflation is a nuisance that
can nevertheless be coped with. Tempting, but wrong.

Start with shortening horizons. With stable prices, people do not have to pay attention to year-to-
year changes in the average price level. Stability allows planning for the distant future. In Turkey,
though, the long term is next month.
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Lessons from Turkey on the evils of high inflation (2)

It hurts investment and makes most people poorer
Jul 21st 2022

Damage is also done to decision-making. The price signals that direct resources to the best use
become distorted. Businesses cannot distinguish between price increases that carry information
about demand and supply in their particular industries and those that are a response to the
falling value of money. As bad is the constant effort of running just to stand still.

This is related to a third big problem, inflation’s effect on the distribution of wealth. Efforts to
escape the inflation “tax” often come down to pushing it onto someone else. Businesses rightly
complain, albeit mostly in private in Turkey, about the instability caused by inflation. But
Turkey’s bigger firms have the resources and know-how to shelter from surging prices.



It stands to reason that the poor suffer most from inflation. But middle-class Turks are also in
pain. As their purchasing power shrinks and their job security erodes, many are falling out of the
middle class, and feeling both anguish and anger at their loss of status.

The politics of inflation are bad everywhere, but especially fraught in Turkey. Most voters seem
to blame Mr Erdogan for inflation. He and his .« party trail in opinion polls for elections
scheduled for next June.

The big fear is that Mr Erdogan may resort to foul means to cling to power: by locking up his
opponents, say, or declaring a state of emergency. Dornbusch’s insight about the unsustainable
being somehow sustained has a scary implication in this regard. No situation is so bad that it
cannot become worse.
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The Tory leadership race and Britain’s growth challenge (1)

The life-sciences industry shows what embracing growth requires
Jul 21st 2022

And then there were two. On July 20th Tory mps chose Rishi Sunak, a former chancellor of the
exchequer, and Liz Truss, the foreign secretary, to battle it out to become their new leader and
Britain’s next prime minister. The candidates, who will campaign for the votes of Conservative
Party members over the coming weeks, agree on at least one thing: Britain sorely needs
growth.

Boosting Britain’s feeble growth will require an honest assessment of what the country does well,
not just where it lags behind. That may seem head-smackingly obvious. But it needs saying. The
Tories won the 2019 election on the promise of a hard break with Britain’s largest trading
partner. The big idea of Boris Johnson’s government has been levelling up, a scheme to reduce
regional inequality that has often seemed more like an excuse to bash successful places.

There is no better example of those strengths—which include scientific excellence, fine
universities and a healthy startup culture—than the life-sciences industry. Britain hosts four of
the top ten universities in the world in life sciences, all of them within the “golden triangle” of
Oxford, Cambridge and London.

In the National Health Service (ms), the industry has a major asset: a large cradle-to-grave source
of data for clinical trials and drug discovery. This ecosystem rose to the challenge of the
pandemic. The Oxford-AstraZeneca vaccine saved more lives—6.3m of them—in the first year of
its roll-out than any other jab.
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https://www.economist.com/britain/2022/07/20/rishi-sunak-and-liz-truss-will-battle-to-be-britains-next-prime-minister
https://www.economist.com/leaders/2022/06/09/low-economic-growth-is-a-slow-burning-crisis-for-britain
https://www.economist.com/leaders/2022/06/09/low-economic-growth-is-a-slow-burning-crisis-for-britain
https://www.economist.com/brexit
https://www.economist.com/britain/2022/07/21/the-tories-seem-to-be-cooling-on-boris-johnsons-signature-policy
https://www.economist.com/britain/2022/07/20/the-life-sciences-industry-is-a-jewel-in-britains-economy
https://www.economist.com/graphic-detail/2022/07/13/which-covid-19-vaccine-saved-the-most-lives-in-2021
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The Tory leadership race and Britain’s growth challenge (2)
The life-sciences industry shows what embracing growth requires



Jul 21st 2022

Yet the industry faces plenty of obstacles. In theory the s ought to be able to act as a
centralised buyer of new medicines and products, giving startups a large market to test
innovations. But it is often sluggish and stingy, and seldom cohesive. America’s competitive
health-care market is swifter to adopt new technologies.

Most important, there is not enough domestic growth capital available to young life-sciences and
other technology firms. Investors often pull firms towards other markets, notably America, which
has more large companies that can buy promising startups. The public markets in America are
more hospitable, too.

There are technocratic answers to such problems. The gap in growth capital would close if
pension funds and insurers were able to put more of their money into venture-capital funds; less
than 1% of these assets is currently invested in unlisted equities.

Real change requires political will. Getting the life-sciences industry, and the economy as a
whole, to grow faster will require the new government to face some hard truths. The first
concerns Brexit. Leaving the European Union (ew does yield some opportunities to liberalise: Mr
Sunak wants to streamline the approval process for clinical trials, for example.
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The Tory leadership race and Britain’s growth challenge (3)

The life-sciences industry shows what embracing growth requires
Jul 21st 2022

Geography is another area where Tory thinking and economic logic collide. In 2021 the
government released a plan it called the “Oxford-Cambridge Arc” to turbocharge connections
between the two cities. That scheme was fundamentally wise—the fastest way to get between
them by rail now is via London.

But it was quietly dropped, in part because it was thought to conflict with levelling up, in part
because the government is nervous of building anything that spoils the views from voters’
windows. It is reasonable to worry about governments picking winners; only in Britain has it
been policy to pretend winners don’t exist.

The Tory leadership debate about growth has so far focused on tax cuts. Ms Truss thinks an
unfunded giveaway would pep up the economy; Mr Sunak argues, rightly, that it would fuel
inflation. In making these arguments, both lay claim to the mantle of Margaret Thatcher. But
Thatcher was defined above all by her character, not her policies.

Hauling the British economy out of a deep rut took steel and stamina. These qualities are needed
again today. It is easy enough to talk about the need for growth, much harder to embrace its
consequences: difficult compromises with the <, more money for already-wealthy areas and
unpopular planning decisions taken in the teeth of local objections. The fortunate thing is that
Britain boasts world-class strengths. It should play to them.
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What drove Yamagami Tetsuya to kill Abe Shinzo? (1)

Japan searches for motives behind the senseless attack
Jul 19th 2022



The omiyacho neighbourhood of Nara, an ancient capital in western Japan, is unremarkable. A
tangle of quiet streets winds around boxy apartment blocks tightly packed together. Inside are
standard-issue working-class Japanese flats: modest rectangular rooms with low ceilings,
fluorescent lighting and the damp odour of a humid Japanese summer.

Mr Yamagami’s target could hardly have been more political. Mr Abe was Japan’s longest-serving
prime minister, and remained a force inside the ruling Liberal Democratic Party (ip) even after
ill health forced him to step down in late 2020.

But Mr Yamagami’s motives instead seem to have been more personal. He told investigators that
he killed Mr Abe to avenge a grudge against the Unification Church, a cult-like religious group to
which neither he nor Mr Abe belonged. The connection requires a bit of unpacking.

The sect was founded in South Korea in 1954 by the Reverend Moon Sun-myung, a self-
proclaimed messiah who was later imprisoned in America for tax fraud. (The group is sometimes
known as the “Moonies”.) Moon, who died in 2012, found common cause with Kishi Nobusuke,
Mr Abe’s grandfather and Japan’s prime minister from 1957 to 1960, in their shared repugnance
of communism.

Mr Abe continued to nurse the relationship. He spoke at an online event for the sect as recently
as last September, appearing alongside Donald Trump. Mr Yamagami’s mother belonged to the
Unification Church, and in the early 2000s donated enough money to the group to leave her
family bankrupt, according to Japanese media and a source close to the investigation.
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https://www.economist.com/asia/2022/07/10/abe-shinzos-policies-will-live-on-but-may-be-enacted-more-slowly
https://www.economist.com/obituary/2012/09/08/sun-myung-moon

What drove Yamagami Tetsuya to kill Abe Shinzo? (2)

Japan searches for motives behind the senseless attack
Jul 19th 2022

Security failures made it possible for Mr Yamagami to carry out his plan. “In Japan, the idea that
such assassinations could not happen became very widespread,” says Fukuda Mitsuru, a crisis-
management expert at Nihon University in Tokyo.

First, the branch of Tokyo’s police charged with protecting dignitaries does not have enough
manpower to guard all of Japan’s many former prime ministers. Worse, local police in Nara failed
to secure the vicinity around the campaign event where Mr Abe was speaking and did not notice
as Mr Yamagami crept closer to Mr Abe from behind.

As Japan has sought to make sense of the killing, commentators have focused on Mr Yamagami’s
psychology. Some argue that concentrating on ties between the 1w, and the Unification Church or
on police failures obscures deeper socioeconomic forces that may have unmoored Mr Yamagami
from society.

In those respects, Mr Yamagami bears a resemblance to the perpetrators of recent acts of
indiscriminate mass violence in Japan. A man of a similar age and background set an animation
studio in Kyoto on fire in 2019, killing 36. A younger socially isolated man dressed up as the
Joker from the “Batman” films and stabbed passengers on a Tokyo subway on Halloween last
year, injuring 17.

In short, it seems to have been a complex combination of factors that drew Mr Yamagami down
the road to Mr Abe’s campaign event that day. As Mr Komiya points out, “It’s not a linear
decision-making process—criminals themselves often don’t understand how they reached
conclusions they did.” Japan will be left searching for answers long after Mr Yamagami’s trial
comes to an end.
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Meet Keyence, consultant to the world’s factories (1)

Unlocking the secrets of an unlikely profit machine
Jul 21st 2022

Keyence is not exactly a household name, even by the low-key standards of corporate Japan. Ask
most people, including some professional market-watchers, and the odds are they will struggle to
say much about it. Put the same question to the world’s factory-owners, and they will recognise it
instantly.

As automation takes hold of industrial bosses’ imagination, they are willing to pay handsomely
for Keyence’s services, which include designing clever kit and helping clients integrate it into
their operations. Its revenues have nearly trebled since the early 2010s, to $6.7bn.

This rip-roaring success is something of a riddle. Few companies of any size enjoy that sort of
profitability.

It is “fabless”, dreaming up its gizmos but outsourcing their production to contract
manufacturers; its capital spending is negligible and it devotes barely 2-3% of revenue to
research and development, compared with around 9% for tme.

McKinsey, though, must fight for clients with rivals such as Bain or u; Accenture, a rare listed
consultancy among what are mostly opaque private partnerships, reports net profits equal to
roughly 10% of sales. Keyence, by contrast, faces no real competition.

Explanations of Keyence’s remarkable run usually start with its focus on its clients. People who
have witnessed up close the relationship between the company’s engineers and those who
employ their services describe a painstaking process of optimisation.

HROITHZEOAYTFILY Y b, F—IT U RICTEWIITL
BEARINRY Y Y OB EEENYT
2022F7H21H

F—IVRF, BHELEDOHTHRUTHEZEDSWERETIEREW, N—T v hIAYFv¥y—HE
B, ZLOADPRNF—IVRICDODVWTELZESESE LRV, UM L, HROIBREEICRUEM%
ThiE, TCIZFOSHELEEDNDIES S,

*— I\X—/a/7?1'“%??0)71'\7\0),@{2%73%73‘%7‘_’(%é:ﬂé\ EoSlEFF—ITYRADY—ERICEZKRR
iz Xh>Z EEEATWD, F—ITYRMOY—ERICF. HWREFEEZRE L. BENZNZ
7I-/\|./'_/3/LL%)LI:IQ_%)%-WJH'%Q_%(_(\:%Ein%o F—IVAHDFTELEEIF. 2010FRED
#3fE. 67 KNILICEU e,

CDORBHIE. BIEOHKSWcEDTH D, EQOLSBBEORETE, COLSBINEEEES
ULTWBREKIFEAERW,

Etix T7770LR THDO, FHcBEEIT OB AEEIFIZTLTWDE, ERATHITIS< D
ITHT, MEFEREBIEFTLODLTH2~3%TH D, (tsmcldfor) .

NYFUE—ERA U Poegb BBRFEHZIED LS. 7Y F a7 EFRERBRN—KF—2 v S
DHETEUL EHFL, T EED10%EEDHMAZZTH ELTWS, TNE[RMICF—IY RIEHRE
AN AYANAR



F—IVADEEZED LTROMERBRVWON, BEERDODZRBE, F—IVADIVIFEEELE
DBEREBE TR TELALEIE. "BBEOLHOELBEOIOER; ERBEIT B,

Sraiit

Meet Keyence, consultant to the world’s factories (2)

Unlocking the secrets of an unlikely profit machine
Jul 21st 2022

Keyence’s second trump card is its approach to personnel. Even by Japanese standards, working
for the company is regarded as a relentless slog. But the sales engineers are compensated
handsomely for their dual roles. The average salary it paid in the last financial year was ¥22m
($196,000).

The third factor behind the company’s success is the breadth of its order book. It works for almost
every large global manufacturer of note, ranging from aliments to aeroplanes.

This is yet another similarity to management consultancies, which likewise enjoy access to the
inner workings of their clients’ rivals. Where Keyence has an edge over the McKinseys and Bains
is in its more specialised offerings.

Keyence is not without challenges. This year’s global tech crunch has shaved around $60bn from
its market capitalisation. As once-placid investors in Japan become more assertive they may press
the company to do something with its large cash holdings of around $8bn. And even tech
flywheels with seemingly unstoppable inertia can be disrupted—just ask Meta, whose social-
media dominance is under threat from TikTok, a Chinese upstart. Until that happens, though,
manufacturing bosses around the world will happily keep enlisting platoons of Keyence sales
engineers with a tacit understanding of what their competitors are up to.
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Fresh woe for China’s property sector: mortgage boycotts (1)
Homebuyers’ protests could push risk on to banks



Jul 21st 2022

Mr peng is still paying the mortgage on the flat he bought in northern Shanghai last year—for
now. The property’s developer, Kaisa Group, began construction on the site in July 2021 but
halted work just three months later, presumably because it could no longer pay for labour and
supplies.

This has been a common phenomenon for years. But for the first time ever people across China
are halting mortgage payments on such homes in protest.

The boycotts add more trouble to a property market that was already in turmoil. Regulators have
put strict limits on the amount of debt developers can take on, leading many firms to miss
interest payments. Evergrande, the most indebted of them all, defaulted last year.

Pre-payments are one of the most important sources of liquidity for homebuilders. About 90% of
new properties in China were pre-sold in 2021, up from just 58% in 2005. The funds are virtually
interest-free and are used to pay for construction. But they have also been poorly regulated and
often misused.
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Fresh woe for China’s property sector: mortgage boycotts (2)

Homebuyers’ protests could push risk on to banks
Jul 21st 2022

Analysts at Deutsche Bank put the size of mortgages affected so far by the boycotts at 1.8trn-2trn
yuan ($270bn-300bn), or 4-5% of the stock of mortgage lending.

A bigger concern is that the boycotts deliver yet another blow to sentiment, and could further sap
liquidity from the sector. Housing sales were already down by about 35%, year on year, in the
first five months of 2022.

More buyers could also stop paying mortgages. Just 60% of homes that were pre-sold between
2013 and 2020 have been delivered, reckon analysts at Nomura, a bank. A fall in cement output
suggests that building at up to 20% of sites may have slowed or stopped since the start of 2021.

Should the boycotts spread, some banks, especially smaller ones, could experience distress. Mr
Peng is part of a group of buyers that has sent a letter to Kaisa Group demanding a resumption of
construction and asking how the developer has spent their money.

He says he is prepared to pay his mortgage as he awaits the scheduled delivery date for his flat.
The fate of the property market could hang on what he, and others in his situation, do next.
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Soaring inflation is making South-East Asians hungrier and poorer (1)

Governments are hoping that expectations of rising prices do not become entrenched
Jul 21st 2022

Nick ganzon is tinkering with the engine of his jeepney, a kind of elongated jeep that shuttles
commuters around Manila, the capital of the Philippines. That his car has broken down is yet
another stroke of bad luck, for Mr Ganzon’s fortunes have also ground to a halt. The price of
diesel is painfully high. When it hit 40 pesos ($1.96) a litre two years ago, Mr Ganzon
“panicked”. Now a litre costs 88 pesos.

In fact, inflation in South-East Asia is relatively mild compared with many parts of the world.
This month amo, an economic think-tank affiliated with the Association of South-East Asian
Nations (ASEAN), a regional club, forecast average inflation of 5.2% for its ten members this
year. That is more than double last year’s rate, but half the level of Brazil and well below India or
South Africa.

The reasons for the surging cost of living are similar to those elsewhere. Snarled-up supply chains
and Russia’s invasion of Ukraine have pushed up the cost of commodities. Countries that rely
heavily on imported food and fuel, such as the Philippines, Singapore and Thailand, are also
importing eye-popping prices.

The effects of these rising prices are felt acutely in regions such as South-East Asia, where food
gobbles up a big share of spending. In 2020 food consumed at home accounted for between two-
fifths and half of the expenditure of Burmese, Cambodians, Filipinos and Laotians, compared to
about a tenth in rich countries.

Many South-East Asians are getting poorer. The World Bank calculates that a 10% increase in the
global price of cereals or energy would raise the poverty rate in the Philippines, defined as living
on less than $3.20 a day, by 1% and 0.3%, respectively.
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Soaring inflation is making South-East Asians hungrier and poorer (2)

Governments are hoping that expectations of rising prices do not become entrenched
Jul 21st 2022

Last year, even before prices started rising in the region, one in five South-East Asians—or 139m
people—either lacked consistent access to food or had run out of food and gone without eating
long enough to put their health at risk. That is about three times the proportion in East Asia,
according to the w. That number will inevitably increase this year.

Governments are racing to soften the blow for consumers. They have raised the minimum wage
(in Laos and the Philippines), doled out cash to the poor (Singapore, Malaysia, Indonesia), and
subsidised fuels or fertiliser (Indonesia, Malaysia, Philippines, Thailand).

Such measures have thus far been effective at controlling inflation in Indonesia and Malaysia.

But not, perhaps, for long. Malaysia is expected to spend 78bn ringgit ($17.5bn, or 4.7%
of «p on subsidies this year, the most ever. The costs of these subsidies already exceed the
increase in revenue generated by commodity exports this year.

Cash transfers to the poor are more efficient than export bans and price controls, which distort
incentives and benefit the wealthy as much as the poor, notes Mr Mattoo. He points to fuel grants
and cash transfers, which the Philippines put in place this year in response to the spike in the cost
of living, as an example to follow.

The tricky thing is calibrating support when it is unclear how long high inflation will last. There
are reasons to be pessimistic. Since America’s Federal Reserve started raising interest rates earlier
this year, South-East Asian currencies have depreciated against the dollar, making imports more
expensive and fuelling inflation.

Yet there is also some good news. Aside from Singapore, there is so far little sign that inflation in
other countries is becoming entrenched. Core inflation, which excludes volatile items like food
and fuel, remains low in most economies.

Inflation in Asia may already have peaked, reckon analysts at Morgan Stanley, an investment
bank, given that global commodity prices have begun to fall, as has demand for goods. Mr



Ganzon the jeepney driver, and millions like him, will be praying that they are right.
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The era of big-tech exceptionalism may be over (1)

America’s technology giants are facing unfamiliar limits to growth
Jul 27th 2022

In the digital world, the laws of physics can be suspended on a programmer’s whim. Equally,
that world’s corporate architects have seemed able to defy economic gravity. Since 2005 the
digital share of American gp has risen by a third, to 10%. America’s tech oligopoly—Meta,
Alphabet, Amazon, Microsoft and Apple (mama, if you will)—has outpaced even that breakneck
growth.

This year gravity has asserted itself once more. The tech-heavy msiq index is down by a quarter
since January, half as much again as America’s broader stockmarket. Profitless not-so-big tech
has been dragged down by anaemic revenue growth and high interest rates, which make the far-
off earnings of firms like Snap look less valuable today.

America’s technology titans are suddenly having to contend with forces that have long plagued
old-economy ceos: gummed-up supply chains, protectionism, worker shortages and competition.
For mam, these constraints are something of a novelty. Its bosses had better get used to them.

One limit is geography, often forgotten in a world of seamless global supply chains and largely
borderless cyberspace. In so far as the tech giants peddle physical bits and bobs rather than
digital bytes, they are sharing in the pain of supply disruptions.

Barriers are being put up on the internet, too, as places from the European Union to India
become more protective of their citizens’ data and of their own digital darlings. That is a worry
for Alphabet, Meta and Microsoft, which, outside firewalledChina at least, face few barriers to
selling their digital services.
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The era of big-tech exceptionalism may be over (2)

America’s technology giants are facing unfamiliar limits to growth
Jul 27th 2022

Another limit has to do with talent. Tech firms are not used to scrabbling around for the best
programmers. However, having dislodged banks and consultancies as graduates’ dream
employers, big tech is finding it hard to recruit.

The last limit is mama's markets. As businesses such as e-commerce revert to pre-covid growth
rates, the pandemic looks less like the start of an era of endless digitisation, and more like a one-
off step-change.

Be it online ads or shopping, the cloud or smartphones, tech markets are more mature—and
mature markets grow more slowly, especially when regulators are no longer ignoring them. In
many areas incumbents’ fat margins are being competed down.

MAAMA mia, can you grow again?

The giants of tech may yet rediscover their reality-distorting magic. Amazon’s $3.9bn purchase this
month of One Medical, an American health-care provider, is only the latest maama effort to
conquer one of the last remaining under-digitised markets big enough to move the needle for a
trillion-dollar firm. They may once again conjure up an all-new market, as Apple did with the
iPhone’s app economy and hopes to repeat with augmented reality. Until that happens, though,
the era of big-tech exceptionalism is probably over.
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The silver linings of a recession (1)

Lower inflation and greener energy are worth the price of a short downturn
Jul 27th 2022

Predicting a global recession usually means standing out from the crowd. Today it is those
saying the world economy will avoid a downturn who are sticking their necks out. America’s
Federal Reserve is leading a broad charge to tighten monetary policy, and has raised interest
rates by 24 percentage points since March.

So gloomy is the mood that many investors are asking whether a recession has already arrived. It
is a hard question to answer. The pandemic has played havoc with economic indicators. Inflation
has caused consumer confidence to plunge, but when asked about their personal finances rather
than the whole economy, people are much cheerier.

Regardless of whether economies are already shrinking, it is hard to see how they can avoid a
recession over the next year as monetary tightening bites and Europe heads into a bleak winter.
The silver lining is that both higher interest rates and the energy shock will bring gains that
should strengthen the world economy in the long run.

Some recessions feed on themselves as indebted households cut their spending or defaults
cascade through a fragile financial system. With a few exceptions, such as Canada’s frothy
housing market, today’s big economies suffer from few such vulnerabilities. In fact, households
and companies look strong.

The bank balances of the poorest American households are around 70% fatter than they were in
2019. Even the threat of an emerging-market financial crisis—the usual worry when the Fed
raises rates—is not what it once was. That is in part because of a switch towards debts
denominated in local currencies rather than dollars.
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The silver linings of a recession (2)

Lower inflation and greener energy are worth the price of a short downturn
Jul 27th 2022

The main global economic fault line is inflation. Thankfully, it is still short in the tooth. The last
time the Fed tightened monetary policy so dramatically, in the early 1980s, prices had more than
doubled over the previous decade. Today the figure is just 29%, because inflation only took off
last year.

Elsewhere the main impetus for inflation is soaring global food and energy prices and disrupted
supply chains, which are raising the price of imported goods. Some shortages are already easing.
Wheat prices are down by nearly 40% from their recent peak in May.

Yet in the same way that a downturn should purge the American economy of its inflation
problem, so Europe could emerge from recession having overcome its complacency about the
supply of energy. Policymakers have belatedly realised that a carefully managed shift to clean
energy also eases their dependence on autocratic regimes.

Around the world, investment in renewable energy is surging and governments that were
previously sceptical about nuclear power—an essential part of a low-carbon energy grid—are
reconsidering their opposition to it. Even Japan, which suffered the Fukushima disaster in 2011,
is hoping to restart more nuclear reactors. If the world emerges from the coming downturn with
inflation under control and on the path to greener, more secure energy supplies, the pain will not
have been for nothing.
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Jack Watling on how Ukraine can avoid a war of attrition (1)
A large-scale counterattack is possible. But Ukraine must not strike Russia prematurely, says

the military expert
Jul 25th 2022

RUSSIA’S INVASION of Ukraine on February 24th brought about a desperate scramble among
allies for weapons to equip the Ukrainian armed forces.

The gruelling battle in the eastern city of Severodonetsk illustrates the challenges faced by
Ukrainian forces as they prepare for the next round of fighting.

There is now a lull in the fighting. Ukraine has withdrawn to a more defensible line to the west,
while Russian forces have paused to bring up freshly mobilised units and reposition their guns.

The first step is to defang Russia’s military. Poor training and low morale among its troops have



made the Russian military dependent on artillery fire as its foremost means of killing the enemy,
or driving them backwards.

But this dependence on artillery is also a major vulnerability. Because Russia has limited stocks of
precision weapons, and even fewer personnel with the training to operate them, it relies on the
mass application of unguided shells.

However, that merely suppresses Russia’s guns rather than removing the threat, since Russia can
just move more ammunition forward. How long Ukraine can sustain this suppression depends on
the number of rockets its partners are able to provide.
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Jack Watling on how Ukraine can avoid a war of attrition (2)
A large-scale counterattack is possible. But Ukraine must not strike Russia prematurely, says the

military expert
Jul 25th 2022

For this, Ukraine will need its allies to provide a consistent supply of 155mm artillery ammunition for
its newly acquired NATO-built howitzers. Ukraine is rapidly burning through its stocks of Soviet-legacy
152mm ammunition, and so must transition to NATO systems if it is to destroy Russia’s guns.

The final means by which the Russian military can be defanged is through the destruction of its
command-and-control infrastructure. Unlike the destruction of ammunition, which only suppresses
Russia’s artillery, the destruction of headquarters—and therefore of trained operators who are familiar
with Russia’s battlespace management systems—will have a more permanent effect.

These steps combined may cripple Russia’s ability to seize more Ukrainian territory. But a true
Ukrainian victory will also require liberating territory that has already been captured.

These units, however, have been at the forefront of the defence throughout the past five months, have
suffered heavy casualties, and are exhausted. The bulk of Ukraine’s military today is made up of
conscripts who have received just days of training and have been learning on the job.

Ukraine’s partners could provide training to both command staff and new recruits. But it is also
important to ensure that Ukraine does not launch a counterattack before its forces are fully prepared.
Otherwise it risks incurring heavy casualties. Now that Ukraine’s survival is assured, its international
allies must properly evaluate the scale and timeframe required to bring about victory. Ukraine can win
this war, but it needs the sustained support of its friends.
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How to deal with despots (1)



Western foreign policy sets out to be ethical, but often ends up being ineffectual
Jul 28th 2022

For about 15 years after the fall of the Soviet Union in 1991, Western foreign policy seemed to
rest on sure foundations. Liberal values—democracy, open markets, human rights and the rule of
law—had just prevailed over communism.

Another 15 years on, Western foreign policy is in a mess. To see why, consider Muhammad bin
Salman, the crown prince of Saudi Arabia. Our summer double issue, featuring profiles and long
reads, leads with a deeply reported portrait of mbs, as he is known. It illustrates the erosion of
each of the three pillars of Western foreign policy—values, power and that historic destiny.

The moral calculus turns out to be fraught. As our profile concludes, the crown prince has a
tendency to be violent and erratic and to oppress his foes. He has been held responsible for the
murder of a Washington Post columnist.

mbs also shows that American power is less imposing than it seemed 15 years ago. Saudi Arabia
has been close to America since 1945, but m»s long snubbed Joe Biden by refusing to take his
phone calls, instead palling up with an assertive Russia and a rising China.
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https://www.economist.com/1843/2022/07/28/mbs-despot-in-the-desert

How to deal with despots (2)

Western foreign policy sets out to be ethical, but often ends up being ineffectual
Jul 28th 2022

And history has bitten back. A young man in a hurry, m»s believes he can achieve Western levels
of prosperity without the inconvenience of democracy or human rights. Justin Bieber and
Monster-Jam motorsports sit snugly alongside his despotic rule.

mbs 1S not alone. China is asserting the merits of “people-centred” human rights that put peace
and economic development above voting and free speech. Mr Putin has invaded Ukraine in what
can be thought of as a war on Enlightenment values by a regime in thrall to a Russian brand of
fascism.

The Economist has not lost its faith in the institutions that emerged from the Enlightenment.
Liberal values are universal. Yet the West’s strategy for promoting its world-view is sputtering
and America and its allies need to be clearer-eyed.

The best way for Western leaders to avoid charges of hypocrisy is to refrain from staking out
moral positions they cannot sustain. While campaigning, Mr Biden pledged to treat Saudi Arabia
as a “pariah”.

Western leaders need to be honest about how much influence they really have. The assumption
that the rest need the West more than the West needs the rest is less true these days. In 1991
the .7 produced 66% of global output; today, just 44%.

MEEICESHLT BH
FEOKDARBERSRIBNTH S & ZBEIH. UIELRIEMERNLZHDICKDS
2022%7H28H


https://www.economist.com/briefing/2022/07/28/vladimir-putin-is-in-thrall-to-a-distinctive-brand-of-russian-fascism
https://www.economist.com/briefing/2022/07/28/vladimir-putin-is-in-thrall-to-a-distinctive-brand-of-russian-fascism

ZFUT, BREIREBICHEI, BRREETHEMBSIE. REFHEVCPAEICRERT D &ML Bk
WHDERERIFITEZEEZITWS, YV ATV - E—N—EFVRY— - Iv L EF—HY—X
R—=YIE, WOBEFHNBRZEE P >72D EFDHR> TWS,

Vv ATF4Y - E—=N\—: AFFTORY TSI a—IV v, B YVoH-VYVISA459—
FEVRY— Vv NNF—FRBEEVRY— ST ERENZERGYA VY EAITIE Ty I8
DEMH, AE=—RKPTFIZvIRETDODDERTHES EWSHR

MBSIE—ATIEBWV, FEI. KEVPEROPBERLIDDFNERFREZRESED TARFD O
ANEDX Y Y hZEFRLTWS, T—FYRIVIIAFICERL, ZNREOYTDT 7 Y XALITHEN
IcBUE(IC & DREREENMERNOEFEEZ DI ENTE S,

IO/ IAME BRERDNSEINLHEANDERZ RS> TEWRL, UNRTILRMEIER IS EERY
BRHEDTHZ. LU, TOHRBEHET B DFEEDOBBBBITLODHD, PAUNEZD
FMBRES & DREREZHOUEND B,

MKDIEBECEDREDORVNENTSNBVLSICTIREDHER. BALEMNMERFTERVE
BNIIGZZEE DI EEEZBIETH D, N\ATVRIGBREREH, YOIT7SETZ T HbnhE,
TWT B ExzRKICEITT .

FKDIBEEI-EIX. BOENERICENEFEDEENZF >TVWEONCDOWT, FEICKR S
ENH D, BAIMEENEET I Elc, tARKENEETDEWVWSIREIF. RIATIEIYETIEES
W, 19914, G7IZTHFEDEEF D% ELEEL TWeh., SHTIF44%ITBEE TR,




How to deal with despots (3)

Western foreign policy sets out to be ethical, but often ends up being ineffectual
Jul 28th 2022

Another principle is that talking is usually good. Some say that turning up bestows legitimacy. In
reality, it generates insights, creates a chance to exert influence and helps solve otherwise
insoluble problems—by means of climate deals, say; or getting grain out of Ukraine; or asking al-
Shabab, an affiliate of al-Qaeda, to help save Somalia from starvation.

There are ways to help keep talks honest. In meetings you can have your say on human rights.
You can temper your contact, as Mr Macron did after Russian troops committed war crimes. You
can insist on also speaking to the opposition and to dissidents.

In this and other things, Western leaders should co-ordinate with each other so that they are
less likely to be picked off by a policy of divide and rule—by China over its treatment of
dissidents abroad, for example, or the abuse of the Uyghur people in Xinjiang.

A last principle is to acknowledge that foreign policy, like all government, involves trade-offs. For
most countries that is so obvious it hardly needs saying. But the West came to think that it could
have it all. Such trade-offs need not be grubby.

Ideals and their consequences

The West has discovered that simply trying to impose its values on despots like mbs is ultimately
self-defeating. Instead, it should marry pressure with persuasion and plain-speaking with patience.
That may not be as gratifying as outraged denunciations and calls for boycotts and symbolic
sanctions. But it is more likely to do some good.
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Somalia needs urgent help to avert a catastrophic famine (1)

Saving lives will also involve talking to terrorists
Jul 28th 2022

In the contest to win recruits and funding, Africa’s jihadists aim for notoriety. Al-Qaeda’s affiliate
in Burkina Faso has booby-trapped bodies to kill doctors. Islamic State West Africa Province has
beheaded captives. Boko Haram in Nigeria has strapped ticking bombs to children and sent them
into mosques and markets.

the world needs to talk to al-Shabab. The reason is that Somalia faces a famine. The worst
drought in 40 years is killing livestock and causing crops to shrivel. Russia’s invasion of Ukraine
has exacerbated the crisis by raising grain prices, meaning that farmers and herders cannot afford
to supplement their diets.

The first step towards averting calamity is for the world to send more aid, quickly. A rapid
response in 2017 prevented a drought in Somalia from turning into a disaster. Cash sent early is

spent more efficiently, so less money is needed.

The next step is where al-Shabab comes in. For the food to get to the hungry, aid groups must



negotiate with the jihadists, who control large swathes of the countryside in central and southern
Somalia. At the moment, little help gets through to people in these areas because aid workers are
afraid of being kidnapped or killed.
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Somalia needs urgent help to avert a catastrophic famine (2)

Saving lives will also involve talking to terrorists
Jul 28th 2022

Countless lives would be saved if the food made its way to people in the countryside, rather than
the other way round. But negotiating access with al-Shabab takes aid workers into morally
hazardous territory. In previous famines the jihadists forced humanitarian groups into handing
over cash.

Although the president, Hassan Sheikh Mohamud, elected this year, has said he would talk to al-
Shabab when the time was right, there are plenty of reasons to balk at dealing with it now. The
group would be largely in control of where and how food is distributed, helping it coerce
Somalis.

Payments by aid organisations would make al-Shabab stronger. Meanwhile, charities have
concluded that if they are accused of supporting jihadists donors may abandon them, hindering
their work elsewhere.

None of that is good for the security of Somalia or the region. But the world faces a trade-off: to
shun al-Shabab and watch a famine claim perhaps hundreds of thousands of lives; or to talk to
al-Shabab in order to get food to the starving in the knowledge that the jihadists will grow
stronger. Caught between evils, the world should choose the lesser of the two.
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After agreeing to let Ukraine export grain, Russia rockets its port (1)

A strike on Odessa undermines a deal to ease the global food crisis
Jul 22nd 2022



For months Anténio Guterres, the w’s secretary-general, has warned that Russia’s war on
Ukraine could cause a global food crisis by blocking Ukraine’s grain exports. On July 22nd in
Istanbul, Mr Guterres and Turkey’s president, Recep Tayyip Erdogan, brokered a deal to let those
exports resume.

Yet the deal seems to have survived. As The Economist went to press on July 28th, a ship packed
with Ukrainian grain readied to leave the port of Chornomorsk. Odessa and Pivdennyi plan to
resume exports next. Dozens of ships trapped in Ukrainian ports since the start of the war hope
to set sail soon, though uncertainty remains.

The deal came not a moment too soon for the world’s poorest. The w says 828m people
are going hungry every night, and that 50m are on the brink of famine. Ukraine is among the
world’s biggest exporters of wheat, barley, maize and sunflower oil.

In Istanbul the two sides did not sign an agreement with each other, but separate accords with
Turkey, witnessed by the w. The deal creates a “joint co-ordination centre” in Istanbul, staffed by
the belligerents as well as by Turkey and the w, to inspect ships traveling to and from Ukrainian
ports to ensure they do not carry weapons.
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https://www.economist.com/leaders/2022/05/19/the-coming-food-catastrophe

After agreeing to let Ukraine export grain, Russia rockets its port (2)

A strike on Odessa undermines a deal to ease the global food crisis
Jul 22nd 2022

Ukraine has been expanding alternative routes, via rail, road and Danube river barge. But these
cannot make up for the Black Sea ports. To replace an 80,000-tonne cargo ship takes 3,600
trucks, says Dmytro Barinov, deputy head of the Ukrainian seaport authority.

Besides the Istanbul deal, two other factors are lowering food prices. First, the harvest in the
northern hemisphere is going well; Russia is expecting a record 90m-tonne wheat crop. Second,
the strong dollar makes dollar-denominated commodities more expensive and encourages
farmers to bring more of their crop to market.

Still, the food crisis is not over. Grain prices, though down one-third from their peak this year,
are 40% higher than in January 2020. Fuel, fertiliser and other inputs remain expensive. And
a long war looms.

Many find the deal too good to be true. “I struggle to see what’s in it for the Russians,” says an
executive from an agricultural trading firm. Mr Putin has broken previous ceasefires; the attacks
on Odessa suggest he may want to torpedo the deal.

Meanwhile Lloyd’s, an insurance market, has not announced how ships might be insured. “We
have been waiting for five months,” said Sefa Seker of Polarnet Shipping Operations in Istanbul,
which owns a ship stuck in Odessa. “Nothing is clear.”


https://www.economist.com/leaders/2022/06/30/how-to-win-ukraines-long-war
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In “The Metaverse”, Matthew Ball explains where the idea came from (1)
And where it might be going



Jul 27th 2022

Do you remember the information superhighway? In the early 1990s pundits predicted that high-
speed data networks would soon connect millions of people, letting them exchange information
and linking them to “movies and television shows, shopping services, electronic mail and huge
collections of data”, as the New York Times put it.

Something similar may now be happening with the term “metaverse”. It is also the subject of
feverish speculation—this time about the possibilities of 34 virtual worlds, and a sense that
video-game technology and online communication are converging in interesting ways.

It broke into public consciousness in October 2021, when Facebook renamed itself Meta,
signalling its ambitions in this new arena. People who had not previously heard the word
“metaverse” assumed it was a new Facebook product.

Metaverse is a relatively new name for an old idea, explains Matthew Ball, a technology analyst
(and occasional contributor to The Economist), in his survey of the topic. The word was coined in
1992 by Neal Stephenson in his novel “Snow Crash”.
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In “The Metaverse”, Matthew Ball explains where the idea came from (2)

And where it might be going
Jul 27th 2022

Mr Ball’s summary of the history of virtual worlds, in both fiction and computer science, provides
helpful context. But his book’s most valuable contribution may prove to be his definition of the
metaverse: an interoperable network of 34 virtual worlds that can be accessed simultaneously by
millions of users, who can exert property rights over virtual items.

This definition is interesting as much for what it leaves out as for what it includes. It is not simply
a rebranding of virtual reality: headsets are optional, and today virtual worlds are mostly
accessed using flat screens. Nor are blockchains or non-fungible tokens mentioned, though Mr
Ball concedes they may have a role.

Given that virtual worlds already exist, the next steps will include scaling them up to support
more users (online games carefully limit their numbers), making them more realistic and
accessible, and devising new hardware to allow greater immersion.

Mr Ball is optimistic that “economic gravity” will drive companies to co-operate in devising and
adopting open standards, because the market that this will unlock will be much bigger than any
of them could create alone.

Similarly it makes economic sense, Mr Ball argues, for virtual worlds to share data and
interoperate. Today people buy fewer objects inside games and other virtual worlds than they
might if ownership rights were firmer and items more portable.
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In “The Metaverse”, Matthew Ball explains where the idea came from (3)

And where it might be going
Jul 27th 2022



He draws an illuminating analogy with the history of smartphones. Another way to think of the
metaverse, he points out, is as the successor to the rise of the mobile internet. Mobile devices
extended, but also changed, the way people experience the internet, with the advent of things
like navigation apps and ride-hailing.

But isn’t the smartphone industry dominated by the duopoly of Apple and Google? This is one
case where “economic gravity” has not led to interoperability. Mr Ball thinks regulatory action is
needed to loosen the duo’s grips on payment systems and app stores, which “limit the growth
potential not only of virtual-world platforms, but also the internet at large”.

The author wisely avoids spending too much time trying to imagine all the future uses of the
metaverse, or analysing which of today’s tech giants are best-placed to exploit it. Nor does he dig
very deeply into the inevitable regulatory and governance challenges. It is far too early in the
game.

Even the word metaverse may not stick, Mr Ball admits. Something like it will have arrived by
the end of the decade, but “we may ultimately use a different term for this future”. Like the
information superhighway, this latest buzzword seems to point in the right direction, but may get
lost along the way. For anyone who wants to understand the process and what is at stake, Mr
Ball’s lucid and timely book offers a portal into a new realm.
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How to go to therapy without talking about your feelings (1)

Two Chinese psychologists talk about divorce, stockpiling and crying into your mask
Jul 28th 2022

Chuan He

I was born in Ningxia province, where the goji berries are grown. I studied psychology at medical
school. But in the late 1980s, when I graduated, people thought psychologists were only for lunatics. It
was shameful to see one - if you worked in that field, you starved.

Yun Juan

I'm from Wuhan, born and raised. I had some misconceptions about psychology at first. I thought
therapists were like dustbins for people’s problems. That wasn’t for me. My ideas changed when I
became a Christian. I was making hospital visits and realised that talking was a way to help
people, so I started training in 2009. I was thankful for that when the pandemic came.

The virus first appeared in Wuhan, which locked down in 2020 just before Chinese new year. We
usually celebrate with our families, but that year I was alone with my daughter; my husband and
parents were locked down in other parts of the city.

You can’t limit sessions like that to 50 minutes. You stay with people on the phone or computer,
sometimes for the whole afternoon. You ask them to think of a happy memory, a time they felt
safe. Sometimes they fall asleep, and that’s good. Or you help them cry, and that’s good, too.

Chuan He


https://www.economist.com/1843/2020/03/27/coronavirus-calling
https://www.economist.com/1843/2020/03/27/coronavirus-calling

Some of my patients were surprisingly happy when the lockdown began. There was a couple and the
husband had had an affair. The wife was in pain, thinking, should I fight with my spouse, avoid him, or
let myself go numb? Then suddenly they were inside together for months, forced to face their
relationship. Things actually improved.
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How to go to therapy without talking about your feelings (2)

Two Chinese psychologists talk about divorce, stockpiling and crying into your mask
Jul 28th 2022

We dealt with many crises. I met one man whose parents had both been sent to hospital and he
couldn’t reach them. He and his siblings were begging for help in every direction, but their
money and connections had no effect. He was spiralling: When would it all end? What if they
died? I helped him realise that his fear of what might happen was hurting him more than the
reality of his parents being in hospital.

Many of my clients don’t live in Shanghai — they prefer talking to someone far away, because
they worry that a local therapist would leak their stories. I often see common themes. Many
Chinese are afraid of two things: negative feelings and shame.

There’s an idea that family harmony is more important than anything. I had a couple who'd
already been divorced for half a year but didn’t tell anyone because they’d lose face. So they
didn’t turn up to family get-togethers; they’d pretend to be on business trips.

As a therapist, it’s against my ethics to encourage people to stay married or get divorced. When a
case ends in divorce, that doesn’t mean therapy didn’t work. The two people come out with
clearer minds.

Yun Juan

Many families have problems with in-laws, especially when one member of the couple was raised



by grandparents while their parents migrated to the city for work. One woman I treated struggled
with her mother-in-law.

This harmed her relationship with her husband, who was worried about his wife but wasn’t
willing to cross his mother. And the in-laws would never come to therapy.
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How to go to therapy without talking about your feelings (3)

Two Chinese psychologists talk about divorce, stockpiling and crying into your mask
Jul 28th 2022

The older generation doesn’t understand. They lived through so many crises, and say things like:
“You've had it too easy. If you could eat bitterness like us, you’d be fine.” My own mother was a
child during the second world war.

My mum always cites a saying: “If you made a mistake, fix it; if you didn’t, take the punishment
as a warning.” I hate that. It’s what innocent people told themselves to survive that era. If they
were attacked, they’d say: “It’s fine, I deserve it.” My mother treated me the same way.

Chuan He

After the Mao era, many people my age began to emigrate, get a Western education and express
themselves differently. But in much of China, especially in the villages, people still live in the
same, inward-looking way. In the past we were a suppressed people in a suppressed culture. Now
we are an anxious people in an anxious culture.

Yun Juan

Did it get better after the lockdown was lifted? For so long everyone had one thought: I must live.
Yet when the city opened, we felt not relief, but fatigue. I see clients in person now, but not their
whole faces. Sometimes they cry until their whole mask is soaked, but they’re afraid to take it off.

As an ordinary person in China, self-reflection hurts, because you have no say. If you come to
Wubhan, you'll see the streets overflowing at night. Everyone is out eating, drinking, partying.



When the cases come, the government closes everything down.

Chuan He

Everyone is expected to look calm and flat on the outside. We are not expressive or effusive.
In the past, there was a saying that women should “smile without showing your teeth”. When
I was younger, in my high-school photos, I looked like I was 40 years old.

Yun Juan

In China we are used to instructing our bodies with our brains, telling ourselves what we should
feel. We are always saying, don’t be scared, it doesn’t hurt, don’t be angry, forget about it. We
don’t know that if you're fearful, you should stand up and fight. If you're angry, you should
defend what has been violated. This is why I feel my work is meaningful. It can help us live more
truthfully. We are all wearing masks with big smiles drawn on our faces. We should take them off.

BAORFEZE ST ICDBREEZ T BHE
PEOLEBEFE2ANGES TBE RE 'YRIoHhTul, Z&
2022%7H28H

FROTELD > TNRBW, BES5EFZDEEERDBITESTETC. TARIEZES, "B
FEHTE B, IBEACWICERZERINIE. REKRBODIT) » FAOBIF, B RERKREAIC
FHIE > T

BIEWDbHBEEZ5IALTWVWS, "BEZLRULBRSER""BE5ZL LIRS ZRIT L" FAlF
ENHHEWE, HORREESIRSLHIC. FOBVWALDBERICEVEIELEEL, b ULKES
nics, WEIRISEDESE S, "AXKL. BEBRL" BWOBHRAU LS IChZHK> 1o

Fary - \—

ERFEEFALUE. AERFROEZDALDBEL, AFOBEEFZRT. BRZ2BSKREZIT LD
K@D X UIce LML, FEDZ OtbIE, FICHTIE. ARBWREICRAU K S ICRAEREEST
ZLTW3, BIFMESNUEDHR T, MESNICARIESTce T B REARLRRBIUEDH THR
ZIRAR 2o

Ay - 9ar7v

HEMNERINE, KRB BN ?RWVWE., #EN—DDEZXZF > TWe, £ERITN
ER5%0, UH U, RS hicEE, ABERTE TR, BEFRZEZ . BBEIFILE
BEEVWTZZEEH2N. BRERNRZIAZDIT TRV, YXAIMNVOLLVULLICRDFTILCZ
EHEHBIN. YRITZEZDHHWDTE,

FEOREELTIE. BCREENRICIED, HEESNDWLWHSTE, HEICKD E, BROHITIAT
BNDNZS>TWDE, FABATEREED, SRAED, X—FT4—Z2 LD LTWS, BEpENiEE3
& BT RTEFHELTLES,

Fary - J\—

ARE HELEDNBELEEVTWT, ATEFE#ETHEIENKROEND, BRABFEDBRRENEVZ
RIZERFULRBRW, FiF. ZER "THEzRETICRZ EWSEESH o HVWE, SREKXDE
BEzR5E, A0m< B5WTR A T,

FE (Y - FY)


https://www.economist.com/1843/2022/07/05/they-are-there-but-youll-never-see-their-faces-the-secret-heroes-of-shanghais-lockdown
https://www.economist.com/1843/2022/07/05/they-are-there-but-youll-never-see-their-faces-the-secret-heroes-of-shanghais-lockdown

RETIE. BEE> TRICEREHL, BUZRNSZEEBNIEAZ I EICEBNRTWS, fiflcb
lE W<mW, KUfe2 &ETiRBWL, BSAL, BNRELS. EWDHEE>TWD, HWES, II5 L
MO TESRNELEVWS ZEZHSRKRL, BoTWEREIE BEINLHEDETFTINEE, £Hh5
ZF. FFERDOAEBICEENHZERUTRIERL, EENKDEBEICEETSFoITZIT R L
MNTED, cBERE., BICHEAEDOXAZHEWRAZNEI> TWS, TNZERDEBZINELR,

—
Reserving judgment i
Oil companies by type, 2018, % of total

B NOCs* ¥ Independents M Oil majors
0 20 40 60 80 100

Reserves
Production

Investment

Source: IEA *National oil companies



||
Oilmen and boys

World, biggest oil and gas producers, 2021
Million barrels of oil equivalent per day

B NOCs* M Oil majors

0 2 4 6 8 10 12
Saudi Aramco

Gazprom
NIOC
CNPC
Rosneft
ExxonMobil
BP

Shell
Chevron
ADNOC
KPC
Sonatrach

TotalEnergies

QatarEnergy
Pemex
Source: S&P Global *National oil companies
—
Non-rapid transit
Selected oil companies, 2022 forecast
Commercial
® NOCs* @ Oil majors resource life, years
60
.QatarEnergy
50
.Saudi Aramco
40
Gazprom 30
Petrobras TotalEnergies o
U .CNOOC 20
PTT
e o ® shell
o Chevioneg b onMobil 4 : i
P PETRONAS
Ecopetrol 0
0 10 20 30

Announced energy-transitiont spending
% of total capital guidance?
*National oil companies fDecarbonisation and renewables
*Over next several years
Source: Wood Mackenzie



—]

A world of black

Number of national oil companies by region
July 2022

0 5 10 15

Sub-Saharan Africa

Middle East and
north Africa

Latin America
Asia-Pacific

Commonwealth of
Independent States

Europe
Source: S&P Global

State-run oil giants will make or break the energy transition (1)
They are intent on pumping more oil for years to come—but even they cannot completely ignore

climate change
Jul 25th 2022

Climate activists love to vilify ExxonMobil and Shell. Private-sector energy giants like them are
on the receiving end of proxy battles, legal challenges and other forms of pressure to dump oil
and gas in favour of renewables and other green technologies.

If the supermajors are big oil then national oil companies (ncs in industry lingo) are enormous oil
(see chart 1). Together they produce three-fifths of the world’s crude (see chart 2) and half its
natural gas, compared with just over a tenth for large international oil firms (the rest is pumped
by smaller independent companies).

If you thought that private-sector oilmen were making out like bandits of late from crude prices
of $100 or more a barrel, their haul pales beside that of their state-sponsored counterparts.

It is worrying, then, that enormous oil’s decarbonisation record is so poor. Whereas the leading
majors’ emissions of greenhouse gases have stabilised or peaked, the same is true of just two
state-run firms: Brazil’s Petrobras and Colombia’s Ecopetrol. Small wonder they differ in their
shade of brown.
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State-run oil giants will make or break the energy transition (2)
They are intent on pumping more oil for years to come—but even they cannot completely ignore

climate change
Jul 25th 2022

Many of the brownest nocs are in Africa, Asia and Latin America. Most are poorly run and have
smallish or unattractive reserves. The Algerian and Venezuelan companies emit three to four
times as much carbon in oil production as do the more geologically blessed and better managed
firms such as mocand Aramco, and flare seven to ten times as much gas per barrel as does
QatarEnergy.

This record, plus governance problems, is increasingly costing such nocs the support of
international firms that have historically supplied them with technical and financial muscle.
Christyan Malek of JPMorgan Chase, a bank, calculates that the oil majors underwrite between
40% and 60% of investments made by ncs outside the Persian Gulf.

At the other end of the green spectrum, ambitious n.s are using today’s fossil windfall to expand
away from dirty energy, especially in countries with dwindling reserves and serious targets to
slash greenhouse-gas emissions.

The most significant group sits somewhere in the middle. These are companies, mostly in the
Gulf and Russia, with low-cost, lower-carbon and long-lived reserves that will outlast both less
well-endowed nocs and the majors. They will keep pumping for years, even decades. But some of
them are trying to do it more cleanly.
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State-run oil giants will make or break the energy transition (3)
They are intent on pumping more oil for years to come—but even they cannot completely ignore

climate change
Jul 25th 2022

Petrobras reckons that production of oil from its newer fields results in 40% less greenhouse-gas
emissions per barrel than the global average. Rather than going big on renewables, the Brazilian
firm is decarbonising oil operations with investments in all-electric production facilities and
vessels.

The middle group’s capital-spending plans, though they appear distinctly brown overall, also
conceal interesting specks of green—especially if you zoom out from their own projects to those

co-sponsored by other state entities.

Together with amecand Mubadala, a giant sovereign-wealth fund, Masdar is, among other things,



betting big on hydrogen; it has signed agreements with Germany and Japan to develop green
supply chains to export that promising clean fuel.

Then there is the biggest mastodon in the room, Saudi Arabia. Mr Yergin praises Aramco’s “big,
diversified” research-and-development programme. The colossus is, he says, applying its “world-
class engineering ability, scale and execution skills” to the energy transition.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (1)



That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

What matters most in Moscow these days is what is missing. Nobody speaks openly of the war in
Ukraine. The word is banned and talk is dangerous. The only trace of the fighting going on
1,000km to the south is advertising hoardings covered with portraits of heroic soldiers. And yet
Russia is in the midst of a war.

“w”»

In the same way, Moscow has no torch processions. Displays of the half-swastika “.” sign,
representing support for the war, are rare. Stormtroopers do not stage pogroms. Vladimir Putin,
Russia’s ageing dictator, does not rally crowds of ecstatic youth or call for mass mobilisation. And
yet Russia is in the grip of fascism.

Just as Moscow conceals its war behind a “special military operation”, so it conceals its fascism
behind a campaign to eradicate “Nazis” in Ukraine.

The Kremlin has built a cult of personality around Mr Putin and a cult of the dead around the
Great Patriotic War of 1941-45. Mr Putin’s regime yearns to restore a lost golden age and for
Russia to be purged by healing violence. You could add to Mr Snyder’s list a hatred of
homosexuality, a fixation with the traditional family and a fanatical faith in the power of the
state.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (2)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

Understanding where Russia is going under Mr Putin means understanding where it has come
from. For much of his rule, the West saw Russia as a mafia state presiding over an atomised
society. That was not wrong, but it was incomplete.

This may have begun as a political calculation, but Mr Putin got caught up in a cycle of grievance
and resentment that has left reason far behind. It has culminated in a ruinous war that many
thought would never happen precisely because it defied the weighing of risks and rewards.

Under Mr Putin’s form of fascism, Russia is set on a course that knows no turning back. Without
the rhetoric of victimhood and the use of violence, Mr Putin has nothing to offer his people. For
Western democracies this onward march means that, while he is in power, dealings with Russia
will be riven by hostility and contempt.

For Ukraine, this means a long war. Mr Putin’s aim is not only to take territory, but to crush the
democratic ideal that is flourishing among Russia’s neighbours and their sense of separate
national identity. He cannot afford to lose. Even if there is a ceasefire, he is intent on making
Ukraine fail, with a fresh use of force if necessary.

War is peace

What is Russian fascism? The f word is often tossed around casually. It has no settled definition,
but it feeds on exceptionalism and ressentiment, a mixture of jealousy and frustration born out of
humiliation. In Russia’s case, the source of this humiliation is not defeat by foreign powers, but
abuse suffered by the people at the hands of their own rulers.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (3)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

By 2014 Boris Nemtsov, another liberal politician, was clear: “Aggression and cruelty are stoked
by the television while the key definitions are supplied by the slightly possessed Kremlin
master...The Kremlin is cultivating and rewarding the lowest instincts in people, provoking
hatred and fighting. This hell cannot end peacefully.”

A year later Nemtsov, by then labelled a “national traitor”, was murdered beside the Kremlin. In
his final interview, a few hours before his death, he warned that “Russia is rapidly turning into a
fascist state.

Nobody has signalled the growing influence of fascism more loudly than Mr Putin and his
acolytes. Far from Moscow’s prosperous streets, the Kremlin has marked tanks, people and
television channels with the letter ..

In the 1930s Walter Benjamin, an exiled German cultural critic, analysed fascism as a
performance. “The logical result of fascism is the introduction of aesthetics into political life,” he
wrote. These aesthetics were designed to supplant reason and their ultimate expression was war.

Today the two faces of the war on television, Vladimir Solovyov and Olga Skabeeva, are
caricatures of Nazi propagandists. Mr Solovyov is often dressed in a black double-breasted
Bavarian-style jacket. Ms Skabeeva, severe and chiselled, has a hint of the dominatrix.

This fantasy Armageddon is matched by real violence, the basis of the relationship between the
Russian state and its people. A Levada poll commissioned by Committee Against Torture (now
itself blacklisted) showed that 10% of the Russian population has experienced torture by law-
enforcement agencies at some point.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (4)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

In the first week of the war young women protesters were humiliated and sexually abused in
police cells. Nearly 30% of Russians say torture should be allowed.

Atrocities committed by the Russian army in Bucha and other occupied cities are not just excesses
of war or a breakdown in discipline, but a feature of army life that is spread more widely by
veterans.

Like much else coming from the Kremlin, fascism is a top-down project, a move by the ruling elite
rather than a grassroots movement. It requires passive acceptance rather than mobilisation of the
masses. Its aim is to disengage people and prevent any form of self-organisation.

Its resurgence in 2021-22 followed the decline in Mr Putin’s legitimacy, protests against the
poisoning and arrest of Alexei Navalny, an opposition leader, and the growing alienation of
younger Russians who are less susceptible to television propaganda and more open to the West.

Russian fascism has deep roots, going all the way back to the early 20th century. Fascist ideas
flourished among White émigrés after the Bolshevik revolution and they were partly re-imported
to the Soviet Union by Stalin after the war.

In the decades that followed, fascism was constrained by official communist ideology and by
Russians’ personal experience of fighting the Nazis alongside the Western allies. After the Soviet
collapse, however, both of these constraints disappeared and the dark matter was released.
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That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

All the while fascism had festered undercover, within the «w. In the late 1990s Alexander
Yakovlev, the architect of democratic reforms under Mikhail Gorbachev, talked openly about the
security services as a cradle of fascism.

Such ambiguity was on full display in “Seventeen Moments of Spring”, a hugely popular 12-part
television series made on the «w’s orders in the 1970s. On the face of it, the series was nothing
more than an attempt to rebrand the Stalinist secret police.

The hero is a fictional Soviet spy who infiltrates the Nazi high command under the name Max
Otto von Stierlitz. He is a high-ranking Standartenfiihrer in the s, whose mission is to foil a
secret plan forged between the c. and Germany near the end of the war.

Ordinary Russians were mesmerised. Dmitry Prigov, a Russian artist and poet, wrote: “Our
wonderful Stierlitz is the perfect fascist man and the perfect Soviet man at the same time, making
transgressive transitions from one to the other with subduing and untraceable ease...He is the
harbinger of a new age—a time of mobility and manipulativeness.”

Mr Putin was the beneficiary. In 1999, just before he was named as Russia’s president, voters told
pollsters that Stierlitz would be one of their ideal choices for the office, behind Georgy Zhukov,
the Red Army’s commander in the second world war. Mr Putin, a former x» man who had been
stationed in East Germany, had cultivated the image of a latter-day Stierlitz.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (6)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

When vtsiom, one of the pollsters, repeated the exercise in 2019, Stierlitz came in first place. “An
inversion has occurred,” the pollsters said. “In 1999 Putin seemed the preferred candidate because
he looked like Stierlitz; in 2019 the image of Stierlitz remains relevant because it is being
implemented by the country’s most popular politician.” On June 24th this year a statue to Stierlitz
was unveiled in front of the Foreign Intelligence Service (svr) headquarters that was part of the
Soviet kgb.

For Mr Putin, the fascist aesthetic is matched by a distinctively Russian fascist philosophy. He and
most of his former ks peers embraced capitalism and rallied against liberals and socialists. They
also projected the humiliation they had suffered in the first post-Soviet decade onto the whole
country, portraying the end of the cold war as a betrayal and defeat.

Their prophet is Ivan Ilyin, a thinker of the early 20th century who was sent into exile by the
Bolsheviks in the 1920s and embraced fascism in Italy and Germany. Ilyin saw fascism as a
“necessary and inevitable phenomenon...based on a healthy sense of national patriotism”.

After the second world war, Ilyin rejected what he saw as Hitler’s errors, such as atheism, and his
crimes, including the extermination of the Jews. But he retained his faith in the fascist idea of
national resurgence.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (7)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

Ilyin’s book, “Our Tasks”, was recommended by the Kremlin as essential reading to state officials



in 2013. It ends with a short essay to a future Russian leader. Western-style democracy and
elections would bring ruin to Russia, Ilyin wrote.

The Ilyin work Mr Putin is said to have read and reread is “What Dismemberment of Russia
Would Mean for the World”, written in 1950. In it the author argues that Western powers will try
“to carry out their hostile and ridiculous experiment even in the post-Bolshevik chaos, deceptively
presenting it as the supreme triumph of ‘freedom’, ‘democracy’ and ‘federalism’...

In 2005, following the first popular uprising in Ukraine, known as the Orange revolution, Mr
Putin called the collapse of the Soviet Union the greatest geopolitical catastrophe of the 20th
century.

The fact that Mr Putin has embraced fascist methods and fascist thinking holds an alarming
message for the rest of the world. Fascism works by creating enemies.

Dmitry Medvedev, a former president and “moderniser”, recently posted on social media: “I hate
them. They are bastards and degenerates. They want us, Russia, dead...I'll do all I can to make
them disappear.” He did not bother to say who he had in mind.

Mr Putin has long sought to undermine Western democracies. He has supported far-right parties
in Europe, such as National Rally in France, Fidesz in Hungary and the Northern League in Italy.
He has interfered in American elections, hoping to help Donald Trump defeat the Democrats.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (8)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

Even if fighting stops in Ukraine, the devotee of Ilyin in the Kremlin will not settle into an
accommodation with Western democracies. Mr Putin and his men will do everything in their
power to battle liberalism and sow discord.

For centuries Russia has been partly European, but Kirill Rogov, a political analyst, wrote recently
that the war in Ukraine enabled Mr Putin to cut off that part of its identity. As long as Mr Putin is
in power, Russia will build alliances with China, Iran and other anti-liberal countries. It will, as
ever, be in the ideological vanguard.

The outlook for Ukraine is even more bleak. A few weeks after the start of the war Ria Novosti, a
state news agency, published an article that called for the purging “of the ethnic component of
self-identification among the people populating the territories of historical Malorossia and
Novorossia [Ukraine and Belarus] initiated by the Soviet powers.”

Ukraine, Mr Putin said, was the source of deadly viruses, home to American-funded biological
labs experimenting with strains of coronavirus and cholera.

On Russian state television, Ukrainians are called worms. In a recent talk show Mr Solovyov
joked: “When a doctor is deworming a cat, for the doctor it is a special operation, for the worms
it is a war and for the cat it is cleansing.”
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That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

The purpose of the invasion is not just to capture territory but to cleanse Ukraine of its separate
identity, which threatens the identity of Russia as an imperial nation.

The bleakest of all is the outlook for Russia. Mr Putin did not plan on a war of attrition. He
imagined that a strike on Kyiv would rapidly lead to a new regime in Ukraine and the submission
of Ukrainian society to his will.

Talk of bodily contamination and cleansing is not limited to Ukraine. Russia also contains alien
elements—oyster-slurping, foie-gras-eating traitors who mentally live in the West and are
infected with ideas of gender fluidity.

Like Stalin, Mr Putin distrusts and fears the people. They need to be controlled, manipulated and,
when necessary, suppressed. He excludes them from real decision-making.

The war changed everything. As Hitler told Goebbels in the spring of 1943, “the war...made
possible for us the solution of a whole series of problems that could never have been solved in
normal times”.

Gregory Asmolov, of King’s College London, argues this new political reality was unimaginable
only months ago and is the Kremlin’s most significant achievement in the conflict. The war has
enabled Mr Putin to transform Russia into what Mr Asmolov calls a “disconnective society”.
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Vladimir Putin is in thrall to a distinctive brand of Russian fascism (10)

That is why his country is such a threat to Ukraine, the West and his own people
Jul 28th 2022

So far Mr Putin’s aim has been to paralyse Russian society rather than rally the crowds. The show
of unity and mobilisation is achieved by television operating in the information space cleared of
alternative voices. Among television viewers—mostly people over 60—more than 80% support
the war. Among 18- to 24-year-olds, who get their news from the internet, it is less than half.

The combination of fear and propaganda produces what Mr Rogov calls an “imposed consensus”.
The state publicises opinion polls showing that the majority of Russians support the “special
military operation”.

The engine of fascism does not have a reverse gear. Mr Putin cannot turn back to a reality-based
brand of authoritarianism. Expansion is in its nature. It will seek to expand both geographically
and into people’s private lives.

Victor Klemperer, a German Jew who fought in the first world war and survived the second,
wrote that “Nazism permeated the flesh and blood of the people through single words, idioms
and sentence structures which were imposed on them in a million repetitions.”

As Russian tanks stormed Ukraine in the small hours of February 24th, Mr Putin began his war
against Ukraine with that same dissociating prefix. The goal, he said, was denatsifikatsia (de-

Nazification) and demilitarizatsia (de-militarisation).

“Germany was almost destroyed by Nazism,” Klemperer wrote, “The task of curing it of this fatal



disease is today termed ‘de-Nazification’. I hope, and indeed believe, that this dreadful word...
will fade away and lead no more than a historical existence as soon as it has performed its
current duty...But that won’t be for some time yet, because it is not only Nazi actions that have to
vanish, but also...the typical Nazi way of thinking and its breeding-ground: the language of
Nazism.”
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Ranil Wickremesinghe must persuade suffering Sri Lankans to endure more pain (1)

There is no getting around difficult economic reforms
Jul 28th 2022

For months Gotabaya Rajapaksa, the former president of Sri Lanka, was told that the economy
was in free fall. The covid-19 pandemic hit tourism hard and, just as visitors began to return,
Russia’s war in Ukraine pushed up fuel and food prices. But external shocks were only part of the
problem.

Enter Ranil Wickremesinghe, who took over as president on July 21st, a week after Mr Rajapaksa
fled the country. The burden of guiding Sri Lanka out of its worst-ever economic crisis now falls
on him. Anger over power cuts and shortages of food, fuel and medicine is unabated.

It is a shame parliament did not pick a more inspiring figure. Mr Wickremesinghe was first
elected to the legislature in 1977 and has served as prime minister six times. His most recent stint
came this year, under Mr Rajapaksa, whose older brother had just stepped down from the role.

All that will make it difficult for Mr Wickremesinghe to unite the country. Yet he seems bent on
making the task even harder. His cabinet is nearly the same as his predecessor’s. His hand-picked
prime minister is a friend of the Rajapaksa family. He has also displayed an authoritarian streak,
calling the protesters “fascists”, imposing a curfew and declaring a state of emergency.
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Ranil Wickremesinghe must persuade suffering Sri Lankans to endure more pain (2)

There is no getting around difficult economic reforms
Jul 28th 2022

Restoring political stability should be Mr Wickremesinghe’s priority. A lighter touch would help.
To his credit, he has let protesters remain in designated areas not far from his new place of work.
He could create more goodwill and boost his legitimacy by inviting members of the opposition
into the government.



Negotiating a bail-out with the s is the president’s second big task. Mr Wickremesinghe has
been admirably honest about Sri Lanka’s predicament. The country is “bankrupt”, he has
admitted. The Rajapaksas ran up billion-dollar debts on vanity projects, then enacted policies—
such as cutting taxes and adding government jobs—that increased the budget deficit.

Mr Wickremesinghe is preparing Sri Lankans for the pain ahead, but he must do more. The
economic crisis will probably last until at least the end of next year. Creditors will drive a hard
bargain in negotiations over restructuring the country’s debt. Many people would prefer to hear
these hard truths from someone else. But those who know Mr Wickremesinghe insist that he is a
canny political operator with a mind of his own. Now is the time for him to prove it.
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https://www.economist.com/the-economist-explains/2022/07/19/why-is-sri-lanka-in-turmoil

America’s response to monkeypox has been underwhelming (1)

A new epidemic, same old mistakes
Jul 27th 2022

America fumbled its response to covid-19. Inadequate testing and low vaccination rates were
among the problems. The latest epidemic has shown that the country has yet to learn its lessons.

Monkeypox, a rare virus similar to smallpox though less fatal, is spreading throughout the world.
By July 25th the Centres for Disease Control and Prevention (.«.) had reported nearly 18,100
cases worldwide, about 3,850 of them in America.

The virus was first identified in humans in the Democratic Republic of the Congo in 1970 and
until 2022 was mostly reported in central and western Africa. Cases began popping up in Europe
and America in May.

No specific treatment exists for monkeypox, though antiviral drugs and vaccines for smallpox can
be used to prevent and treat the disease. Symptoms include fever, headaches, muscle aches and a
rash that can present as pus-filled blisters on the body.
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America’s response to monkeypox has been underwhelming (2)

A new epidemic, same old mistakes
Jul 27th 2022

Testing has been sub-par. Unlike the early experience with covid-19, the «. already had a
monkeypox test and began shipping it to 70 laboratories in its network. But many big cities had
only one participating lab and doctors were put off by the paperwork involved in requesting a
test.

Vaccination has also been slow. A two-dose smallpox and monkeypox vaccine (Bavarian
Nordic’s jymeos) is available, but supplies have failed to meet the overwhelming demand.

The American response to monkeypox should have been swifter after covid-19. Public-health
officials could have provided support while the disease was abroad, to help contain it.

Belatedly, vaccine access is improving. Only 2,400 vaccine doses were available at the onset of
the outbreak in May, and 72,000 more became available three weeks later. Today 374,000 doses
are available, but more are needed. New York City has received jabs for a first dose of the vaccine
to half of its eligible population; in Washington, «, another hotspot, doses are enough for 70% of


https://www.economist.com/the-economist-explains/2022/05/20/monkeypox-is-popping-up-in-more-countries-how-worrying-is-this

that group. The White House has promised millions of vaccine doses before the end of the year.
But Americans have heard such promises before.
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Relations between China and Europe grow more tense (1)

In a continent once keen on close ties with China, views have grown much warier
Jul 28th 2022

An old factory building in a former industrial district of Prague has been converted into one of
the city’s cultural highlights. It houses the «x Centre for Contemporary Art, a privately run
gallery where a current exhibition takes aim at China and Russia. One picture shows China’s
leader, Xi Jinping, suckling a baby with the head of Vladimir Putin.

Renowned for his political satire, Badiucao grew up in China and now lives in Australia. His
works in Prague reflect a view that is widely shared among European governments. It is that the
challenge from China—once viewed as distant, ill-defined and less relevant to Europeans than to
Americans—is now evident close to home.

European countries had been getting uneasy about China long before the war in Ukraine. Several
had imposed curbs on its investment in critical infrastructure, such as telecoms networks. In 2019
the European Union began calling China a “systemic rival” (as well as a “partner” and “economic
competitor”).

Europe’s new mood was evident at the opening in May of Badiucao’s exhibition. On the day
before, someone claiming to be a Chinese diplomat telephoned Michaela Silpochova, s artistic
director. Ms Silpochova says she was told that if the exhibition went ahead, it would damage
relations between her country and China. Not only did it proceed, but the Czech foreign minister,
Jan Lipavsky, attended the opening ceremony.

China’s mood has changed, too. No longer do its officials and foreign-policy pundits speak so
assuredly of a Europe that is straining at the American leash and that wants to deal with China as
a business partner, not a potential enemy.
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Relations between China and Europe grow more tense (2)

In a continent once keen on close ties with China, views have grown much warier
Jul 28th 2022

Ties with Europe matter to China for two main reasons. One is economic: the e is China’s
biggest trading partner (see chart) and has technology that China craves. The other is political:
China hopes its economic clout will deter European governments from supporting American
policies that China resents, on everything from human rights to dealings with Taiwan.

In an article published in June, Xin Hua, a scholar of European affairs at Shanghai International
Studies University, attacked Western assessments that China is “losing Europe”. Since the second
world war, he said, European governments had usually “dodged and weaved” between China and
America, and would continue doing so.

The unravelling of China’s European diplomacy is clear even in central and eastern Europe,
where since 2012 it had been trying to create a bridgehead on the continent. In 2012 it launched
a forum in the region for discussing trade, investment and cultural ties, calling it the “16 plus
one” (the one being China).

As Thorsten Benner of the Global Public Policy Institute in Berlin puts it, the group has now
“somewhat imploded”. Hungary remains strongly pro-China. But in February 2021 six

other « countries in the group failed to send their leaders to a virtual summit with Mr Xi (his
first appearance at such an event).

Lithuania has gone a step further by beefing up its relations with Taiwan, which China claims as
its territory. In November 2021 Lithuania allowed Taiwan to open an office in Vilnius, the
capital, and call it the “Taiwanese Representative Office” instead of using the name “Taipei”,
which Taiwan’s missions abroad usually adopt in order to avoid trouble.
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Relations between China and Europe grow more tense (3)

In a continent once keen on close ties with China, views have grown much warier
Jul 28th 2022

China’s response has shaken the . It has blocked Lithuanian exports to China, as well as some
products containing Lithuanian parts. The « has called this a threat to the bloc’s internal market
and has filed a complaint, backed by America, Britain and others, in the World Trade
Organisation (ww).

China may not be quaking. wo disputes can take years to settle. The anti-coercion tool would
require tricky discussions within the . about how the group can avoid being dragged into fights
by the wayward action of one member.

But the «’s anger over China’s treatment of Lithuania is only one symptom of a deeper malaise.
Last year the « imposed human-rights-related sanctions on China for the first time since the
crushing of the Tiananmen Square protests in 1989.

China has responded tetchily. During an online summit in April with « chiefs, Mr Xi told Europe
to “form its own perception of China” and “adopt an independent China policy”, or so Chinese
media paraphrased him as saying.
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Relations between China and Europe grow more tense (4)

In a continent once keen on close ties with China, views have grown much warier
Jul 28th 2022



In Europe, many eyes are on Germany, a country with huge clout in the « and much to lose in
China: it has big investments there in industries ranging from car-making to chemicals. Those
who worry about China’s shadow are not unhappy about Angela Merkel’s departure from office
in December.

Mrs Merkel’s successor, Olaf Scholz, is guarded about his views on many matters, not least China.
But his government is drafting a China strategy paper that is expected to be published late this
year or early next. It is far from clear what tone it will set and how much it will deal with some of
the trickiest problems, such as how systemic rivalry should affect co-operation in areas such as
climate change or how to respond to China’s threats against Taiwan.

China appears in no mood for introspection. It blames nw’s eastern expansion for provoking the
war in Ukraine—seemingly oblivious to the security needs of some of China’s partners in the
(now) 16-plus-one group that also happen to be ’s newer members. In June Global

Times blamed the European Parliament for what it described as the “increasingly hostile” public
mood towards China in Europe. “The social and public opinion basis in Europe for co-operation
and engaging with China is being gradually destroyed,” it said. That much may prove to be true.
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Italy’s next government may be more nationalist than Europe likes (1)

The hard-right Fratelli d’Italia are riding high in the polls
Jul 28th 2022

A surge of migrants rescued from rickety boats in the Mediterranean on July 23rd and 24th
seemed to echo the chaos in Italian politics. Over 2,000 arrived, overwhelming the reception
centre on the island of Lampedusa.

At the last general election in 2018, fears of uncontrolled migration helped the hard-right
Northern League win enough votes to enter government as the junior partner in a coalition with
the left-leaning Five Star Movement (u5s).

Five years on the situation is different. The League has lost considerable support. But the
Brothers—Iled paradoxically by a woman, Giorgia Meloni (pictured, with Silvio Berlusconi and
the League’s Matteo Salvini)—have soared in popularity.

By contrast, the right’s adversaries are in comic disarray. Enrico Letta, leader of the centre-left
Democratic Party (p4), has precluded an electoral alliance with the »5: because it too helped
bring down Mr Draghi. Carlo Calenda, the leader of Action, a centrist group that has absorbed
some Forza Italia refugees, seems open to a deal with the 4, but wants Mr Draghi to be the
prime ministerial candidate rather than Mr Letta.
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Italy’s next government may be more nationalist than Europe likes (2)

The hard-right Fratelli d’Italia are riding high in the polls
Jul 28th 2022

Much could change before the vote. Support for the , seems to have jumped since Mr Draghi
was ousted. Celebrities such as the mixed-race singer Elodie Di Patrizi have expressed alarm at
the prospect of a government led by Ms Meloni. As the campaign progresses, a central issue will
be the extent of the Brothers’ radicalism.

There are two parts to this. The first is whether a hard-right government would secure Italy’s full
share of grants and low-cost loans from the e’s pandemic-recovery programme, worth more than
€200bn ($203bn). “What has so far been achieved is the easy part,” says Francesco Grillo,



director of Vision, a think-tank that monitors the programme’s implementation.

The danger is that his successor would further complicate the challenge by insisting on changes.
Since Mr Draghi’s resignation, Ms Meloni has expressed dissatisfaction with aspects of the plan
agreed with Brussels. Her party’s own ideas are set out in an online pamphlet that features
prominently on the di‘s website. They differ substantially from the existing scheme. For example,
the t«di wants to use a large part of the money to build a bridge linking Sicily to the mainland.

The other issue set to colour the campaign is ideology. The di traces its origins to the neo-fascist
movement that took up Benito Mussolini’s legacy after the second world war. Valerio Alfonso
Bruno of the Centre for the Analysis of the Radical Right, a British watchdog, said he did not
expect the FdI to differ much from other conservative parties in foreign policy.
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Italy’s next government may be more nationalist than Europe likes (3)

The hard-right Fratelli d’Italia are riding high in the polls
Jul 28th 2022

But it is in domestic and social policy that the Brothers’ ideology could be most strongly felt. Ms
Meloni’s biographer, Francesco Giubilei, says the di’s entry into the hard- but not far-right
European Conservatives and Reformists (.r) group in the European Parliament marked a shift. In
his view, the party turned towards “conservatism with a Latin blueprint, involving a greater
attachment to the welfare state than in English-speaking societies.”

It opposes granting citizenship to children born in Italy to immigrant parents. It wants a big
increase in child support to improve Italy’s ultra-low birthrate and a naval blockade to stop
unauthorised migration.

Mr Bruno thinks Ms Meloni’s drive to give her movement wider appeal masks the persistence of
“a more closed element that remains faithful to its roots in the [defunct, neo-fascist] Italian
Social Movement (msi)”. The di still uses the ms’s symbol of a three-coloured flame. “Why,” Mr
Bruno asks, “would a moderate party want to keep that in its logo?” Europe may soon find out.
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Evidence for behavioural interventions looks increasingly shaky (1)

The academic literature is plagued by publication bias
Jul 27th 2022

When economists at the University of Toronto started to tell undergraduates in 2014 how many
hours extra work they needed to put in to boost their grades, they hoped it would encourage the
students to work harder. They didn’t. Instead the students just began to expect the lower grades
they received.

The university’s experience is frequently quoted as an example of “nudge” theory backfiring.
Nudge, the fashionable face of behavioural economics that launched a thousand light-touch
government policies, has soared in popularity since the 2008 book of the same name by Richard
Thaler, an economist, and Cass Sunstein, a legal scholar.

There are now more than 200 “nudge” units around the world, teams that specialise in applying
behavioural science to everyday life. Nudges seek to persuade rather than compel behaviour



change, through a series of psychological strategies, from presenting information in a different
way to offering alternatives.

Nudge theory did not have a great pandemic. Nudge-friendly behavioural scientists were blamed
by some for the British government’s initial embrace of soft messaging—appeals to personal
responsibility such as the slogan “stay home, save lives”—over strict measures including
lockdowns, while a scheme using lotteries with prizes up to $50,000 did little to boost
vaccination uptake in Philadelphia.
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Evidence for behavioural interventions looks increasingly shaky (2)

The academic literature is plagued by publication bias
Jul 27th 2022

Nudge fans received some better news at the end of 2021. The first attempt to pool and judge the
academic foundations of the theory, more formally known in the field as choice architecture
interventions, reported in glowing terms.

Behavioural scientists judge effect size with a measure called “Cohen’s d”, which shows the
difference between the average results in a control and treatment group. A score of zero means
that the nudge has made no difference, while anything over 0.8 is considered to indicate a very
large effect.

The Geneva team said that nudge measures promoted behaviour change with an overall
Cohen’s d of 0.43. That places it firmly in the medium-sized category and is more than enough
to make most policymakers sit up and take notice.

Other psychologists saw the claims too, and many were unhappy with them.

The complainants make two similar points. First, the academic trials take such different
approaches and report such wildly different effect sizes that it does not make sense to bundle
them together in the same analysis. A “medium-sized” effect for nudges overall grossly
exaggerates the impact of those that are useless and underestimates the benefits of those that
work.
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Evidence for behavioural interventions looks increasingly shaky (3)

The academic literature is plagued by publication bias
Jul 27th 2022



Second, nudge research is highly susceptible to publication bias—academic journals tend to
favour publishing studies that report the largest effect sizes.

That does not mean that all nudges are ineffective, says Barnabas Szaszi, a psychologist at the
University of Budapest and one of the critics. Famously, images of everything from flies to golf
flags placed in urinals have been shown to improve men’s aim and reduce cleaning costs.

“We agree with most of the points raised,” says Ulf Hahnel, one of the Geneva group that carried
out the original meta-analysis in 2021. That work did not intend to portray nudges as a silver
bullet, he says, and did include caveats about heterogeneity and publication bias.

The controversy emphasises that psychologists and other social scientists need to do more to
combat publication bias, the critics say. One ongoing effort asks researchers to pre-register
studies before they start, and for journals to agree to publish the results however they fall. Take-
up is patchy. Time for a nudge?
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