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The man supposed to stop Donald Trump is an unpopular 81-year-old
In failing to look past Joe Biden, Democrats have shown cowardice and complacency
Jan 4th 2024
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American politics is paralysed by a contradiction as big as the Grand Canyon. Democrats rage
about how re-electing Donald Trump would doom their country’s democracy. And yet, in
deciding who to put up against him in November’s election, the party looks as if it will meekly
submit to the candidacy of an 81-year-old with the worst approval rating of any modern
president at this stage in his term. How did it come to this?

Joe Biden’s net approval rating stands at minus 16 points. Mr Trump, leading polls in the swing
states where the election will be decided, is a coin-toss away from a second presidential win.
Even if you do not see Mr Trump as a potential dictator, that is an alarming prospect. A
substantial share of Democrats would rather Mr Biden did not run. But instead of either
challenging him or knuckling down to support his campaign, they have instead taken to
muttering glassy-eyed about the mess they are in.
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There are no secrets about what makes Mr Biden so unpopular. Part of it is the sustained burst of
inflation that has been laid at his door. Then there is his age. Most Americans know someone in
their 80s who is starting to show their years. They also know that no matter how fine that
person’s character, they should not be given a four-year stint in the world’s hardest job.
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Back in 2023 Mr Biden could—and should—have decided to be a one-term president. He would
have been revered as a paragon of public service and a rebuke to Mr Trump’s boundless ego.
Democratic bigwigs know this. In fact before their party’s better-than-expected showing in the
midterms, plenty of party members thought that Mr Biden would indeed stand aside. This
newspaper first argued that the president should not seek re-election over a year ago.
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Unfortunately, Mr Biden and his party had several reasons for him fighting one more campaign,
none of them good. His sense of duty was tainted by vanity. Having first stood for president in
1987 and laboured for so long to sit behind the Resolute desk, he has been seduced into believing
that his country needs him because he is a proven Trump-beater.
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Likewise, his staft’s desire to serve has surely been tainted by ambition. It is in the nature of
administrations that many of a president’s closest advisers will never again be so close to power.
Of course they do not want to see their man surrender the White House in order to focus on his
presidential library.
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Democratic leaders have been cowardly and complacent. Like many pusillanimous congressional
Republicans, who disliked Mr Trump and considered him dangerous—but could not find it
within themselves to impeach or even criticise him—Democratic stalwarts have been unwilling
to act on their concerns about Mr Biden’s folly. If that was because of the threat to their own
careers, their behaviour was cowardly. If it was thinking that Mr Trump is his own worst enemy,
it was complacent. Mr Biden’s approval ratings have continued to slide, while the 91 criminal
charges Mr Trump faces have, so far, only made him stronger.
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Given this, you might think that the best thing would be for Mr Biden to stand aside. After all,
the election is still ten months away and the Democratic Party has talent. Alas, not only is that
exceedingly unlikely, but the closer you look at what would happen, finding an alternative to Mr
Biden at this stage would be a desperate and unwise throw of the dice .

Were he to withdraw today, the Democratic Party would have to frantically recast its primary,
because filing deadlines have already passed in many states and the only other candidates on the
ballot are a little-known congressman called Dean Phillips and a self-help guru called Marianne
Williamson. Assuming this was possible, and that the flurry of ensuing lawsuits was manageable,
state legislatures would have to approve new dates for the primaries closer to the convention in
August. A series of debates would have to be organised so that primary voters knew what they
were voting for. The field could well be vast, with no obvious way of narrowing it quickly: in the
Democratic primary of 2020, 29 candidates put themselves forward.
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The chaos might be worth it if the party could be sure of going into the election with a young,
electable candidate. However, it seems equally possible that the eventual winner would be
unelectable—Bernie Sanders, say, a self-declared democratic socialist who is a year older than
Mr Biden. More likely, the nomination would go to Kamala Harris, the vice-president. Ms Harris
has the advantage of not being old, though it says something about the Democratic Party’s
gerontocracy that she will be 60 in November and is considered youthful.

Unfortunately she has proven to be a poor communicator, a disadvantage in office as well as on
the stump. Ms Harris is a creature of California’s machine politics and has never successfully
appealed to voters outside her state. Her campaign in 2020 was awful. Her autocue sometimes
seems to have been hacked by a satirist. Immigration and the southern border—a portfolio she
handles for Mr Biden—is Mr Trump’s strongest issue and the Democrats’ weakest. Ms Harris’s
chances of beating Mr Trump look even worse than her boss’s.
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Better, therefore, for Democrats to focus on electing Mr Biden. The economy promises a soft
landing; workers are seeing real-wage growth and full employment. Were Mr Trump convicted,
he could yet be punished by voters. Most important is to invigorate the campaign. Democrats
need to unlock some excitement and create a sense of possibility about a second term.

Ridin’ with Biden

The president is not a good campaigner and is up against a candidate whose rallies are a cult
meeting crossed with a vaudeville show. He needs someone who can speak to crowds and go on
television for him. That person is not Ms Harris.

One way she could serve her party and her country, and help keep Mr Trump out of the White

House, would be to forswear another term as vice-president. Mr Biden could present his second
term as a different kind of presidency, one in which he would share more responsibility with a
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vice-president acting more like a ceo. Either way, Mr Biden needs the help of an army of
enthusiastic Democrats willing to campaign alongside him. At the moment he and his party are
sleepwalking towards disaster.
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How backing Ukraine is key to the West’s security
And why its leaders need to start saying so
Jan 4th 2024

What do you do when words start to fail you? In the case of President Volodymyr Zelensky,
whose heroic language galvanised the West to support Ukraine after Russia invaded it almost
two years ago, the answer is that you become angry and frustrated. Despite his efforts, $61bn of
American money that would help Ukraine is being held up in Congress and the European Union
has failed to sign off a four-year grant of €50bn ($55bn). Ukraine needs arms and money within
weeks.

Speaking to The Economist on December 30th, Mr Zelensky was in irascible, table-thumping
form—far removed from the man we met in Kyiv just weeks after Russia struck. His central
argument is that when the West helps Ukraine it is acting in its own interests. “Giving us money
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or giving us weapons, you support yourself,” he told us. “You save your children, not ours.” Mr
Zelensky is right. But his message is not getting through.
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Some Western politicians seem to believe Ukraine can slip safely down the agenda. Others think
they can gain from obstructing aid. For too long Western leaders have relied on Mr Zelensky’s
oratory to make the case for backing Ukraine. They need to start doing it themselves.

This means taking on the arguments eroding support for Ukraine: that the failed counter-
offensive of 2023 shows it cannot win; that having struggled against its smaller neighbour,
Russia poses little threat to nato; and that the West is wasting money that should be spent
elsewhere, including on defences against China. Those arguments are wrong.

Despite its military setback, Ukraine can win this war by emerging as a thriving, Western-
leaning democracy. Defeating Russia’s president, Vladimir Putin, is not about retaking territory
so much as showing the Kremlin that his invasion is a futile exercise robbing Russia of its young
men and its future.
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With money, arms and real progress on the accession of Ukraine to the eu, that is still possible.
In 2024 a focus of Ukrainian fighting is likely to be Crimea, while the front lines on the
mainland shift only slightly. This peninsula is a vital supply route for Russian forces in southern
Ukraine; annexing it in 2014 was a propaganda triumph for Mr Putin. Successful Ukrainian
attacks on Crimea will both hurt Russia’s capabilities and embarrass Mr Putin. An example was
the sinking of the Novocherkassk, a large landing ship berthed in Feodosia on the south coast of
the peninsula, on December 26th.

By contrast, if Mr Putin sees that the West has lost faith in Ukraine, he will not stop. He needs
war as an excuse for his repressive rule. Visiting a military hospital on January Ist, he declared
his hostility towards Western countries: “The point is not that they are helping our enemy,” he
said. “They are our enemy.” Those who argue that Russia is not strong enough to pose a threat to
the West are forgetting that the Russian army is learning new tactics in Ukraine. Speaking at the
hospital, Mr Putin added that Russia is re-equipping itself for war faster than the West is—and
he is right.

Russia does not have to mount another full invasion to wreck nato. A provocation against, say, a
Baltic state could prise apart the alliance’s pledge that an attack on one member is an attack on
all. Were Ukraine to fail because of a lack of Western resolve, especially in America, challenges
to the United States—including by China, Iran and North Korea—would become more likely.

If Russia is a threat and Ukraine can win, then helping it is not a waste of money. That $61bn to
help Ukraine (some of which is, anyway, spent in America and nato countries) is just 6.9% of
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America’s defence budget. The eu’s spending on Ukraine is a tiny fraction of its member
states’ gdp. The cost of re-establishing deterrence against Russia would be far greater than the
cost of backing Ukraine to win. So would the extra cost of defending American interests around
the world, including against China. An actual war with Russia—with its risk of nuclear
escalation—could be catastrophic.

No longer can Western leaders leave the talking to Mr Zelensky. They need to make the case for
getting Ukraine cash. And they need to make it now.
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Can India, Indonesia and Saudi Arabia be the next great economies?
Several countries are making bold—and risky—bets on growth
Jan 4th 2024

Politicians and policymakers all over the world share a preoccupation: how to make their
countries richer. The trouble is that the route to prosperity looks ever more daunting. The global
economy is changing, as new, green technologies emerge and trading relationships fragment. In
countries that are already rich the state, after decades of free-market rhetoric, is back in a big
way. Governments are spending hundreds of billions on handouts for industries they deem to be
strategically important.
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In the face of this, many developing countries’ ideas for growth are staggeringly ambitious. India
and Indonesia hope to become high-income countries within 25 years. Muhammad bin Salman,
Saudi Arabia’s crown prince, wants to diversify and develop its economy just as rapidly.
Refreshingly, such plans are more outward-looking than many development strategies of old. But
they contain pitfalls, too.
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In many ways, the developing world is choosing to bank on globalisation. Indonesia wants a
bigger role in green supply chains. It seeks to do everything from mining and refining nickel,
even to building the electric vehicles that run on it. It then wants to export the finished products
to the rest of the world. Countries in the Gulf want to become attractive homes for global
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business, and are opening up to flows of people, cargo and cash. Narendra Modi envisions India
as a high-tech manufacturer for the world, churning out microchips and smartphones.

That is a welcome shift. Less than 50 years ago India hoped to grow by closing itself off from the
global economy. It turned out to be an approach that failed miserably. Some still suggest that
India’s domestic demand could carry its growth.

But serving foreign markets plays a vital role in development. It keeps firms honest, by forcing
them to compete in markets that their governments do not control. It lets them reach the largest
possible scale. And foreign customers can teach firms how to serve them better. In East Asia
export performance was also a useful yardstick for policymakers, because it revealed which
industries deserved their continued backing.

Nonetheless, today’s development strategies also hold dangers. In many countries governments
are running the risk of warping the economy in the name of nurturing it. Saudi Arabia’s
onslaught of industrial policy, mainly disbursed as handouts from the Public Investment Fund,
exceeds the spending even of America’s Inflation Reduction Act. In order to help exporters
grow, India is seeking to fence off its high-tech manufacturers behind tariffs and subsidies.
Indonesia’s all-in bet on nickel leaves it perilously exposed, should other battery chemistries
prevail.

The rich world’s new-found zeal for protectionism may make it tempting for poorer countries to
follow suit. Yet floods of cash and shelter from foreign competition make it impossible to know
whether a government’s development gambles are paying off. A bet on one technology could go
wrong if others emerge.

Parts of the developing world have paid dearly to learn these lessons before. For most of the
1960s Africa’s policymakers had the same ideas as East Asia’s, and the continent grew as fast,
until picking the wrong champions left it languishing between 1975 and 1985. It is the poorest
region in the world today.

Picking winners is also harder than it was 60 years ago. Then the choice was over which form of
manufacturing to promote. Cheap, abundant workforces gave poor countries an edge.
Manufacturing was the only sector in which poor countries got better faster than rich countries.

oday, however, factories have become more capital-intensive. Though manufacturing still offers
a way to boost a country’s productivity, it is less certain to become a poor country’s comparative
advantage. That makes it even harder for policymakers to spot a good industry for them to place
their bets. Rather than gambling with the public’s money, they would be better off keeping it off
the table.

off the table ;im0 HAIND ; BENOAND

There are, after all, plenty of other worthwhile things to spend it on. The state has a vital role in
providing public goods by investing in infrastructure to stitch regions together, or education to
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boost workers’ skills. That might still favour some industries over others. But if economies stay
open, then they will at least experience the disciplines and benefits of trade.

Vision 2050

The stakes are high. The developing world is home to over 6bn people and some of the most
fragile democracies. Getting growth wrong would keep such places poorer for longer. That
would be not just a human tragedy, but also a potential source of political instability. To avert it,
the developing world needs to be bold—and resist the urge to build walls around itself.
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For China, Taiwan’s elections are a looming crisis
Xi Jinping wants Joe Biden to constrain Taiwan’s democracy for him
Jan 4th 2024

Xi jinping has a lot riding on upcoming elections in Taiwan. Those polls will do more than
choose the island’s leaders for the next four years. The results may clarify whether politics can
still resolve the “Taiwan question”, or whether only force can compel the island to submit to
Chinese Communist Party rule.

In an address on December 31st, Mr Xi called Taiwan’s unification with China “a historical
inevitability”. Logically, the party chief would rather fulfil that promise without betting his
regime on an all-out invasion of Taiwan, which would risk war with America. A safer option
involves some mix of blandishments and strangulation, both economic and military, leading to
capitulation by Taiwan’s political and business elites. Peace has long rested on America
deterring Chinese aggression, and on China deterring Taiwan from declaring independence. It
also rests on party bosses being able to plausibly maintain that such a negotiated settlement is
possible, not least to China’s people, schooled to believe that most in Taiwan long to return to
the motherland.

It is nearly 75 years since China’s civil war ended with Communist Party control of the
mainland, and with exile on Taiwan for the Nationalist, or Kuomintang (kmt), regime. Today the
island is a raucous democracy, marked by divisions about ties to China. If on January

13th Taiwanese voters hand the presidency to William Lai Ching-te, the candidate of Taiwan’s
pro-independence Democratic Progressive Party (dpp), they will cast fresh doubt on the
prospects for a peaceful, negotiated unification.
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Victory for Mr Lai would mark the dpp’s third presidential win in a row. Chinese officials and
scholars have issued warnings—notably to counterparts in America, Taiwan’s superpower
protector—that they have no trust in Mr Lai, whom they call a dangerous, lifelong campaigner
for Taiwanese independence. According to Chinese warnings, there would be “no wait and see”
period after a Lai victory. To deter a President-elect Lai from radical moves, the People’s
Liberation Army can be expected to stage exercises that threaten Taiwan in new ways, it is said.
These would aim to show resolve to the Chinese public and to teach the island’s voters that they
have rejected the path of peace. New provocations could include unmanned Chinese aircraft
flying over Taiwan, or China’s navy or coastguard finding a pretext to search island-bound ships.
China recently reimposed tariffs on some Taiwanese goods, arguing that the current dpp-led
government had trampled commitments needed to preserve a cross-strait trade deal, the
Economic Co-operation Framework Agreement (ecfa). Victory for Mr Lai could see

the ecfa suspended in its entirety.

Worryingly, the Chinese side has (or pretends to have) unrealistic expectations that President Joe
Biden and his administration would help to constrain a Lai presidency. In part, that nods to
China’s scornful insistence that the dpp—and indeed Taiwan’s voters—are America’s hapless
pawns in a superpower game to hold China down. In part, it reflects a Chinese hunch that
America does not trust Mr Lai, either. When the dpp candidate visited America last August in his
capacity as Taiwanese vice-president, his meetings were strictly controlled by his American
hosts, and Chinese diplomats briefed in advance on his itinerary. China should be realistic,
though. True, over the past 20 years American officials have offered bruising, public rebukes

to dpp leaders, urging them not to provoke China. But Washington politics have changed. If
China bullies Mr Lai, America will have to back him up.

China sees Taiwan’s election as a test of American sincerity. Mr Biden insists that he does not
support Taiwanese independence, but muddles that message with unconditional pledges to
defend the island in a crisis, says Xiang Lanxin of the Shanghai University of Political Science
and Law. For China, Taiwan’s election is “an opportunity for America to clarify what its position
really is”, he suggests. Against that, several Chinese scholars suggest that their country has few
incentives to stoke a big crisis over Taiwan before America’s presidential contest in November.
Mr Xi needs to know whether he will face Mr Biden again or the transactional Donald Trump,
who talks tough on China but has no great love for Taiwan.

Mr Lai’s victory is not assured, with the presidential vote split three ways. In reality, a win for
the second-ranked candidate, Hou Yu-ih of the kmt, might also offer its own painful clarity about
the prospects for peaceful unification. Mr Hou, a mayor and former police chief, urges dialogue
with the mainland. But Taiwan has changed. Today’s kmt cannot offer Mr Xi the same
concessions that the party did just a decade ago. For China, a Hou presidency could be as
frustrating as another dpp term, just in a different way.

A peace offer backed with threats

Along with Taiwan’s presidential race, China’s leaders will be watching parliamentary elections
held on the same day. Quite possibly the kmt and a newer, centrist outfit, the Taiwan People’s
Party, may do well and secure a majority in the Legislative Yuan and significant control over the

175



agenda of the next president, even if that is Mr Lai of the dpp. In that case, Taiwan’s
rambunctious democracy would be keeping alive Communist Party hopes of imposing its rule
without a war, for now at least.

Legislative Yuan [#H##%] (The ~) 3rikPz

If both presidential and legislative elections are a rout of the kmt, that will trigger heated debate
on the mainland about whether that party has a future, scholars predict. Over the past century
China’s Communist Party and the kmt have been variously comrades in arms, enemies in a civil
war and now uneasy partners in cross-strait dialogue, bound by a shared hostility to Taiwanese
independence. Familiarity has not bred respect. When kmt leaders visit the mainland and
complain that aggressive Chinese policies make it hard to woo Taiwanese voters, Communist
Party bosses hear the kmt whining about its own political incompetence. China is learning that
elections have consequences. For Mr Xi’s party, that is always someone else’s fault.
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Welcome to the era of Al nationalism
Sovereigns the world over are racing to control their technological destinies
Jan 1st 2024 | ABU DHABI AND CHENNAI

Sovereigns the world over 5 /1 oD EHEH
the world over (not comparable). (idiomatic) All over the world; globally; throughout the
world.

The hottest technology of 2023 had a busy last few weeks of the year. On November 28th Abu
Dhabi launched a new state-backed artificial-intelligence company, ai71, that will commercialise
its leading “large language model” (1lm), Falcon. On December 11th Mistral, a seven-month-old
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French ai startup, announced a blockbuster $400m funding round, which insiders say will value
the firm at over $2bn. Four days later Krutrim, a new Indian startup, unveiled India’s first
multilingual llm, barely a week after Sarvam, a five-month-old one, raised $41m to build similar
Indian-language models.

Ever since Openai, an American firm, launched Chatgpt, its humanlike conversationalist, in
November 2022, just about every month has brought a flurry of similar news. Against that
backdrop, the four latest announcements might look unexceptional. Look closer, though, and
they hint at something more profound. The three companies are, in their own distinct ways,
vying to become ai national champions. “We want ai71 to compete globally with the likes of
Openai,” says Faisal al-Bannai of Abu Dhabi’s Advanced Technology Research Council, the
state agency behind the Emirati startup. “Bravo to Mistral, that’s French genius,” crowed
Emmanuel Macron, the president of France, recently. Chatgpt and other English-first llms
“cannot capture our culture, language and ethos”, declared Krutrim’s founder, Bhavish
Aggarwal. Sarvam started with Indian languages because, in the words of its co-founder, Vivek
Raghavan, “We’re building an Indian company.”

ai is already at the heart of the intensifying technological contest between America and China. In
the past year their governments have pledged $40bn-50bn apiece for ai investments. Other
countries do not want to be left behind—or stuck with a critical technology that is under foreign
control. In 2023 another six particularly ai-ambitious governments around the world—Britain,
France, Germany, India, Saudi Arabia and the United Arab Emirates (uae)—promised to
bankroll ai to the collective tune of around $40bn (see chart). Most of this will go towards
purchases of graphics-processing units (gpus, the type of chips used to train ai models) and
factories to make such chips, as well as, to a lesser extent, support for ai firms. The nature and
degree of state involvement varies from one wannabe ai superpower to another. It is early days,
but the contours of new ai-industrial complexes are emerging.
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Start with America, whose tech firms give everyone else ai envy. Its vibrant private sector is
innovating furiously without direct support from Uncle Sam. Instead, the federal government is
spending around $50bn over five years to increase domestic chipmaking capacity. The idea is to
reduce America’s reliance on Taiwanese semiconductor manufacturers such as tsmc, the world’s
biggest and most sophisticated such company. Supplies from Taiwan could, fear security hawks
in Washington, be imperilled if China decided to invade the island, which it considers part of its
territory.

Another way America intends to stay ahead of the pack is by nobbling rivals. President Joe
Biden’s administration has enacted brutal export controls that ban the sale of cutting-
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edge ai technology, including chips and chipmaking equipment, to adversaries such as China and
Russia. It has also barred Americans from sharing their ai expertise with those countries.

It is now coercing those on the geopolitical fence to fall in line. In October the American
government started requiring companies in third countries, including Saudi Arabia and the uae,
to secure a licence in order to buy ai chips from Nvidia, an American firm that sells most of
them. The rules have a “presumption of approval”. That means the government will “probably
allow” sales to such firms, says Gregory Allen, who used to work on ai policy at the Department
of Defence—as long, that is, as they do not have close ties to China. On December 6th Xiao
Peng, who runs a state-backed ai startup in Abu Dhabi called g42, announced that the company
would be cutting ties with Chinese hardware suppliers such as Huawei, a Chinese electronics
company.

fall in line with ~ & L[FEAFH A2 & 5

China’s ai strategy is in large part a response to American techno-containment. According to
data from jw Insights, a research firm, between 2021 and 2022 the Chinese state spent nearly
$300bn to recreate the chip supply chain (for ai and other semiconductors) at home, where it
would be immune from Western sanctions. A lot of that money is probably wasted. But it almost
certainly helped Huawei and smic, China’s biggest chipmaker, to design and manufacture a
surprisingly sophisticated gpu last year.

The central and local authorities also channel capital into ai firms through state-backed
“guidance funds”, nearly 2,000 of which around the country invest in all manner of technologies
deemed to be strategically important. The Communist Party is guiding private money, too,
towards its technological priorities. Often it does so by cracking down on certain sectors—most
recently, in December, video-gaming—while dropping heavy hints about which industries
investors should be looking at instead. The government is also promoting data exchanges, where
businesses can trade commercial data on everything from sales to production, allowing small
firms with ai ambitions to compete where previously only large data-rich firms could. There are
already 50 such exchanges in China.

Elements of this state-led approach are being emulated in other parts of the world, notably in the
Gulf’s petrostates. Being autocracies, Saudi Arabia and the uae can move faster than democratic
governments, which must heed voters’ concerns about ai’s impact on things like privacy and
jobs. Being wealthy, they can afford both the gpus (on which the two countries have together so
far splurged several hundred million dollars) and the energy needed to run the power-hungry
chips.

They can also plough money into developing human capital. Their richly endowed universities
are quickly climbing up global rankings. The ai programme at King Abdullah University of
Science and Technology in Saudi Arabia and the Mohamed bin Zayed University of Artificial
Intelligence (mbzuai) in Abu Dhabi, the world’s first ai-focused school, have poached star
professors from illustrious institutions such as the University of California, Berkeley, and
Carnegie Mellon University in Pittsburgh. Many of their students and researchers come from
China. And plenty stick around. Nearly all of mbzuai’s graduates, who number a couple of
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hundred, stay in the region to work at local firms and labs, says its provost, Timothy Baldwin
(himself lured to the Middle East from the University of Melbourne).

The Gulf approach is producing results. The capabilities of the Falcon model, first built by a
team of 20 or so engineers, rival those of Llama 2, the most widely used “open-source” model,
devised by Meta, an American tech giant. ai71 plans to improve its open-source models using
national datasets from fields including health, education and, some day, perhaps oil. “In the last
50 years, oil drove the country...now data is the new oil,” says Mr al-Bannai.

The alignment problem

A third group of governments is combining elements of America’s approach with those of the
Chinese and Emiratis. The eu has its version of America’s incentives for domestic chipmaking.
So do some member states: Germany is footing a third of the €30bn ($33bn) bill for a new chip
factory to be built there by Intel, an American chipmaker. Outside the bloc, Britain has promised
to funnel £1bn ($1.3bn) over five years to ai and supercomputing (albeit without going into detail
about how exactly the money will be spent). India’s government is promoting manufacturing,
including of semiconductors, with generous “production-linked incentives”, encouraging big
cloud-computing providers to build more Indian data centres, where ai models are trained, and
thinking about buying $1.2bn-worth of gpus.

Like China and the Gulf but unlike America, where federal and state governments are reluctant
to part with public data, India and some European countries are keen on making such data
available to firms. France’s government “has been very supportive” in that regard, says Arthur
Mensch, Mistral’s boss. Britain’s is considering allowing firms to tap rich data belonging to the
National Health Service. India’s government has enormous amounts of data from its array of
digital public services, known as the “India Stack”. Insiders expect it eventually to integrate
Indian ai models into those digital services.

In contrast to China, which regulates consumer-facing ai with a heavy hand, at least for the time
being Britain, France, Germany and India favour light-touch rules for ai or, in India’s case, none
at all. The French and German governments have soured on the eu’s ai Act, the final details of
which are being hotly debated in Brussels—no doubt because it could constrain Mistral and
Aleph Alpha, Germany’s most successful model-builder, which raised €460m in November.

It is natural for countries to want some control over what may prove to be a transformational
technology. Especially in sensitive and highly regulated sectors such as defence, banking

or health care, many governments would rather not rely on imported ai. Yet each flavour

of ai nationalism also carries risk.

America’s beggar-thy-neighbour approach is likely to upset not just its adversaries but also some
allies. China’s heavy regulation may offset some of the potential gains from its heavy spending.
Building models for local languages, as Krutrim and Sarvam in India plan to do, may prove futile
if foreign models continue to improve their multilingual capabilities. The Gulf’s bet on open-
source models may misfire if other governments limit their use, as Mr Biden has hinted at in a
recent executive order and the eu could do through its ai Act, out of fear that open llms could be
put to malign uses by mischief-makers. Saudi and Emirati institutions may struggle to hold on to
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talent; a developer who worked on Falcon admits it greatly benefited from a partnership with a
French team of engineers who have since been poached by Hugging Face, a high-flying Silicon
Valley ai startup. As one sceptical investor notes, it is not yet clear how vast or useful public
Emirati data actually is.
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As Nathan Benaich of Air Street Capital, a venture-capital firm, sums it up, most efforts to create
national models “are probably a waste of money”. Mr Benaich’s warning is unlikely to

dissuade ai-curious governments, mindful of the rewards should they succeed, from meddling.
Mr Macron will not be the only leader to greet it with a Gallic shrug.
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The decline and fall of Harvard’s president

Claudine Gay’s sloppy citations added to the embarrassment of her recent congressional
testimony

Jan 3rd 2024 | NEW YORK

When it comes to scandals, the drip-drip-drip kind can prove deadly. Embarrassments accrue; the
mess metastasises. So it was with Claudine Gay, president of Harvard University. Revelations of
plagiarism in her academic work were first publicised weeks ago. But more kept surfacing. The
latest allegations, published on January 1st in the Washington Free Beacon, a conservative
outlet, brought the total to several dozen. The next day she resigned, a mere six months into her
post—the shortest tenure in Harvard’s history. She determined that this was in the university’s
best interests. Harvard’s provost, Alan Garber, will fill the job on an interim basis.

Drip,drip,drip used to describe a process in which something bad happens very slowly

Plagiarism did for Ms Gay, a political scientist by training. But the pressure on her to step down
began with her response to Hamas’s attack on Israel on October 7th. Critics—Harvard donors,
professors, politicians—assailed her for not immediately condemning the violence and not
disavowing a statement by pro-Palestinian students that blamed Israel. Larry Summers, a former
president of Harvard, said he had “never been as disillusioned and alienated” with the university.
A few days later Elise Stefanik, a Republican congresswoman, called on Ms Gay to resign.

Then, in early December, came her dismal performance at a congressional hearing about
antisemitism on campus. Questioned by Ms Stefanik, she and two other university leaders
refused to say that calling for the genocide of Jews would be punished at their schools. Amid the
blowback, the president of the University of Pennsylvania resigned. Harvard’s faculty rallied
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behind Ms Gay and urged the board to back her. Point-scoring Republicans and meddlesome
donors should butt out, went the feeling. It rankled that some critics had in effect called Ms Gay,
Harvard’s first black leader, a diversity hire.

blowback (BEMIE) Rk

point-scoring the act of winning points in a game, competition, etc.
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But then came the plagiarism accusations. On December 10th Christopher Rufo, a conservative
activist, accused Ms Gay of lifting phrases from other scholars’ work in her dissertation without
quotation marks. Two days later Harvard’s board acknowledged that it had been notified of
separate allegations in late October. An independent review of her work had uncovered “a few
instances of inadequate citation”, said the board, resulting in corrections to two articles.

Still more accusations followed, filed in two anonymous complaints with the university and
published by the Free Beacon. About half of Ms Gay’s 11 journal articles—a thin body of
scholarship compared with that of her predecessors—were said to contain lifted lines, or to lack
attribution.

Lifted : %7e

None of Ms Gay’s transgressions alone appears all that egregious—nothing like, for example,
the data fabricated in the lab led by Marc Tessier-Lavigne, a neuroscientist who resigned as
president of Stanford University in July. (Stanford’s board determined that he was unaware of
the falsification.) But any Harvard student who copies others’ work without citing it, as Ms Gay
appears to have done, would incur penalties ranging from academic probation to expulsion. The
university could not credibly warn students about plagiarism and talk up academic integrity
when its own president had been so sloppy.

Two of Harvard’s last four presidents have now resigned amid scandal—the other being Mr
Summers, whose gaffes cost him the support of some of the faculty in 2006. The latest affair is a
win for the likes of Ms Stefanik and Mr Rufo. Ever-more scrutiny will mean that university
presidents need to be better prepared for prime time. Ms Gay was evidently coached for her
disastrous congressional testimony by lawyers with zero media-savvy.

prime-time [7 L B CM O SR H 2] T— T X A LD
media-savvy [JE] {FBED, BEFY D, vRX2aI@ED
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They also need to be better vetted. The allegations against Ms Gay predated her tenure. Eleven
months ago an anonymous user posted on econjobrumors.com, a Reddit-type site for academics
with an axe to grind, that “whole sentences in her literature review [were] lifted off original
sources with no quotation marks”. Then, more ominously: “This won’t end well for her now that
the whole world is watching.”
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Wild dreams

GDP, average annual % increase
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Modi’s missing boom
India, manufacturing value added, % of GDP
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How to get rich in the 21st century
The race to become the next economic superpower
Jan 2nd 2024

By 2050 there will be a new crop of economic powers—if things go to plan. Narendra Modi,
India’s prime minister, wants his country’s gdp per person to surpass the World Bank’s high-
income threshold three years before then. Indonesia’s leaders reckon that they have until the
mid-century mark, when an ageing population will start to drag on growth, to catch up with rich
countries. The middle of the century is also the ultimate finale for many of Muhammad bin
Salman’s “Vision 2030” reforms. Saudi Arabia’s crown prince wants to transform his

country from an oil producer into a diversified economy. Other smaller countries, including
Chile, Ethiopia and Malaysia, have schemes of their own.

before then [EW] FLLEIIC

These vary widely, but all have something in common: breathtaking ambition. India’s officials
think that gdp growth of 8% a year will be required to meet Mr Modi’s goal—1.5 percentage
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points more than the country has managed on average over the past three decades. Indonesia will
need growth of 7% a year, up from an average of 4.6% over the same period. Saudi Arabia’s
non-oil economy will have to grow by 9% a year, up from an average of 2.8%. Although 2023
was a good year for all three, none experienced growth at this sort of pace. Very few countries
have maintained such growth for five years, let alone for 30.

Nor is there an obvious recipe for runaway growth. To boost prosperity, economists typically
prescribe liberalising reforms of the sort that have been advanced by the imf and the World Bank
since the 1980s under the label of the “Washington consensus”. Among the most widely adopted
are sober fiscal policies and steady exchange rates. Today technocrats urge looser competition
rules and the privatisation of state-owned firms. Yet these proposals are ultimately concerned
with removing barriers to growth, rather than supercharging it. Indeed, William Easterly of New
York University has calculated that, even among the 52 countries which had policies most
consistent with the Washington consensus, gdp growth only averaged 2% a year from 1980 to
1998. Mr Modi and Prince Muhammad are unwilling to wait—they want to develop, fast.
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The aim is to achieve the sort of meteoric growth that East Asian countries managed in the 1970s
and 1980s. As globalisation spread, they made the most of large and cheap workforces, gaining
an edge in markets for cars (Japan), electronics (South Korea) and pharmaceuticals (Singapore).
Industries were built behind protectionist walls, which restricted imports, then thrived when trade
with the rest of the world was encouraged. Foreign companies later brought the know-how and
capital required to churn out more complex and profitable goods, increasing productivity.

Little surprise, then, that leaders across the developing world remain enthusiastic about
manufacturing. In 2015 Mr Modi announced plans to increase industry’s share of Indian gdp to
25%, from 16%. “Sell anywhere, but make in India,” he urged business leaders. Cambodia hopes
to double the exports of its factories, excluding clothing, by 2025. Kenya wants to see its
manufacturing sector grow by 15% a year.
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There is a snag, however. Industrialisation is even more difficult to induce than it was 40 or 50
years ago. As a result of technological advances, fewer workers than ever are needed to produce,
say, a pair of socks. In India five times fewer workers were required to operate a factory in 2007
than in 1980. Across the world, industry now runs on skill and capital, which rich countries have
in abundance, and less on labour, meaning that a large, cheap workforce no longer offers much
of a route to economic development. Mr Modi and others therefore have a new game plan: they
want to leap ahead to cutting-edge manufacturing. Why bother stitching socks when you can etch
semiconductors?

This “extraordinary obsession with making stuff right on the technological frontier”, as a former
adviser to the Indian government puts it, sometimes leads to old-fashioned protectionism. Indian
companies may be welcome to sell anywhere, but Mr Modi wants Indians to buy Indian. He has
announced import bans on everything from laptops to weapons.

But not all the protectionism is old-fashioned. Since the last outbreak in India, in the 1970s,
subsidies and tax breaks have mostly replaced import bans and licensing. Back then every
investment above a certain threshold had to be cleared by a civil servant. Now senior officials are
under orders from Mr Modi to drum up $100bn-worth of investment a year, and the prime
minister has declared luring chipmakers to be among his main economic goals. “Production-
linked incentives” give tax breaks for each computer or missile made in the country, as well as
for other high-tech products. In 2023 such subsidies carried a bill of $45bn, or 1.2% of gdp, up
from $8bn or so when the scheme was launched three years earlier. Similarly, Malaysia is
offering handouts to firms that establish cloud-computing operations, and helps with the cost of
factories set up in the country. Kenya is building five tax-free industrial parks, which will be
ready in 2030, and has plans for another 20.

In some places, there has been early success. Cambodia’s manufacturing sector produced three
percentage points more of the country’s gdp last year than it did five years ago. Firms that are
looking to diversify from China have been lured by low costs, subsidies for high-tech
manufacturing and state investment. Elsewhere, though, things are proving harder. In India
manufacturing has stayed steady as a share of gdp—Mr Modi is not going to hit his 25% target
by next year. Big names like Apple and Tesla have put their brands on a factory or two, but show
little desire to make the sort of investments they once lavished on China, which offers superior
infrastructure and a better-educated workforce.

The danger is that, in seeking to attract high-tech manufacturing, countries end up repeating past
disasters. From 1960 to 1991 manufacturing’s share of Indian gdp doubled. But when protective
barriers were removed in the 1990s, nothing was cheap enough to export to the rest of the world.
The risk is especially great this time around since Mr Modi sees manufacturing as being
synonymous with “self-reliance”—or India’s ability to produce everything that it needs,
especially the tech that goes into weapons. Along with Indonesia and Turkey, India is one of a
group of countries that view getting rich as route to a stronger geopolitical position, increasing
the chance of misdirected investment.

Green thumb
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These drawbacks to both basic manufacturing and attempts to leap ahead are helping convince
some countries to try another approach: attracting industries that use their natural resources,
especially the metals and minerals powering the green transition. Governments in Latin America
are keen. So are the Democratic Republic of Congo and Zimbabwe. But it is Indonesia that is
leading the way, and doing so with striking heavy-handedness. Since 2020 the country has
banned exports of bauxite and nickel, of which it produces 7% and 22% of global supply.
Officials hope that by keeping a tight grip they can get refiners to move to the country. They then
want to repeat the trick, persuading each stage of the supply chain to follow, until Indonesian
workers are making everything from battery components to wind turbines.

Officials are also offering carrots, in the form of both cash and facilities. Indonesia is in the
midst of an infrastructure boom: spending between 2020 to 2024 ought to reach $400bn, over
50% more a year than in 2014. This includes funding for at least 27 multibillion-dollar industrial
parks, including the Kalimantan Park, constructed on 13,000 hectares of former Bornean
rainforest at a cost of $129bn. Other countries are also offering sweeteners. Firms that want to
install solar panels in Brazil will receive subsidies to also build them there. Bolivia nationalised
its lithium industry, but its new state-owned conglomerates will be permitted to enter into joint
ventures with Chinese companies.

This approach—of trying to scale the energy supply chain—has little precedent. The world’s
oiliest countries mostly ship their crude abroad. Indeed, more than 40% of global refining
capacity can be found in America, China, India and Japan. Saudi Arabia refines less than a
quarter of what it produces; Saudi Aramco, its state oil giant, refines in northern China.
Experiments with export bans have mostly been in simpler commodities, such as timber in
Ghana and tea in Tanzania. By contrast, obtaining nickel pure enough to be used in electric
vehicles from Indonesia’s supply is ferociously complex, notes Matt Geiger of mjg Capital, a
hedge fund. Doing so requires three different types of factory, and the nickel must then pass
through several more before it enters a car.

Fossil fuels have made parts of the Gulf rich, but almost every industry in the world constantly
guzzles oil. There is no guarantee that the bonanza from green metals will be anywhere near as
large. Batteries only need replacing every few years. Officials at the International Energy
Agency, a global body, reckon that pay-offs from green commodities will peak in the next few
years, after which they will taper off. Moreover, technological development could suddenly
reduce appetite for certain metals (say, if another type of battery chemistry becomes dominant).

Meanwhile, fossil-fuel beneficiaries are trying another strategy altogether: to reinvent the
entrepot. The Gulf wants to be where the world does business, welcoming trade from all corners
of the globe and providing shelter from geopolitical tensions, particularly between America and
China. By 2050 the world should have reached net-zero emissions. Although the Gulf is rich, its
economies are still developing. Local workforces are less skilled than those in Malaysia, yet
receive wages comparable to those in Spain. This makes foreign workers essential. In Saudi
Arabia they account for three-quarters of the total labour force.

The United Arab Emirates (uae) was one of the first countries in the region to diversify. It has
focused on industries, such as shipping and tourism, that may help to facilitate other business, as

195



well as on high-tech industries, such as artificial intelligence (ai) and chemicals. Abu Dhabi is
already home to outposts of the Louvre and New York University, and has plans to make money
from space travel for tourists. Qatar is building Education City, a campus that will cost $6.5bn
and sprawl across 1,500 hectares, working a bit like an industrial park for universities, hosting
the branches of ten, including Northwestern and University College London.

Others in the Gulf are also getting involved. Saudi Arabia hopes to see flows of foreign
investment increase to 5.7% of gdp in 2030, up from 0.7% in 2022, and is spending fabulous
amounts of money in pursuit of this ambition. The Public Investment Fund has disbursed $1.3trn
in the country over the past decade—more than is forecast to be unleashed by the Inflation
Reduction Act, President Joe Biden’s industrial policy in America. The fund is shelling out on
everything from football teams and petrochemical plants to entirely new cities. Industrial policy
has never been conducted on such a scale. Dani Rodrik of Harvard University and Nathaniel
Lane of the University of Oxford reckon that China spent 1.5% of gdp on its own efforts in 2019.
Last year Saudi Arabia disbursed sums equivalent to 20% of gdp.

Everyone’s a winner

The problem with throwing around quite so much money is that it becomes difficult to see what
is working and what is not. Manufacturers in Oman, making products from aluminium to
ammonia, can obtain a factory rent-free at one of the country’s new industrial parks, buy
materials with generous grants and pay their workers” wages by borrowing cheaply from
shareholders, which usually include the government. They can even draw on export subsidies to
sell abroad at a lower cost. How is it possible to tell which comapanies will outlast all this cash,
and which ones would collapse without it?

One thing is already painfully clear. The private sector is yet to take off in the Gulf. Almost 80%
of all non-oil economic growth in the past five years in Saudi Arabia has come from government
spending. Although an impressive 35% of Saudi Arabian women are now in the labour force, up
from 20% in 2018, overall workforce-participation rates across the rest of the Gulf remain low.
Researchers at Harvard have found that legislation introduced in 2011, which stipulated Saudis
should make up a set portion of a firm’s headcount—for instance, 6% of all workers in green
tech and 20% in insurance—decreased productivity and did nothing to move the needle on
private employment.

move the needle [HiZEF72E D) $aEnd ) HyY -2 bxzb267

Ultimately, a few countries will make it to high-income status. Perhaps the uae’s spending

on ai will pay off. Perhaps new tech will make the world more dependent on nickel, to
Indonesia’s advantage. India’s population is too young for growth to stagnate entirely. But the
three strategies employed by countries looking to get rich—leaping to high-tech manufacturing,
exploiting the green transition and reinventing the entrepot—all represent gambles, and
expensive ones at that. Even at this early stage, a few lessons can be drawn.

entrepot (4] MERGRIYE
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The first is that the state is now much more active in economic development than at any point in
recent decades. Somehow an economy must evolve from agrarian poverty to diversified
industries that can compete with rivals in countries which have been rich for centuries. To do so
requires infrastructure, research and state expertise. It may also require lending at below market
rates. This means that a certain amount of state involvement in the process is inevitable, and that
policymakers will have to pick some winners. Even so, governments are now intervening much
more frequently. Many have lost patience with the Washington consensus. The benefits of its
most straightforward reforms, such as independent central banks and ministries stuffed with
professional economists, have already been reaped; the institutions that once enforced it (namely,
the imf and World Bank) are shadows of their former selves.

be a shadow of one's former self (A\72 E23) EDOEEN2V, RHE L0

Today policymakers in the developing world take cues from China and South Korea. Few recall
their own country’s interventionist follies. In the 1960s and 1970s it was not just those in East
Asia that were enthusiastically experimenting with industrial policy; many in Africa were as
well. For the best part of a decade, the two regions grew at a similar pace. Yet from the mid-
1970s it became apparent that policymakers in Africa had made the wrong bets. A debt crisis
kicked off a decade known as the “African tragedy”, in which the continent’s economies shrank
by 0.6% a year on average. Later, in the 2000s, Saudi officials unsuccessfully spent big to foster
a petrochemical industry, forgetting that shipping oil abroad was cheaper than paying people to
work at home.

take cues from i, 9

A spanner in the works

The second is that the stakes are high. Most countries have sunk enormous sums into pursuing
their chosen path. For the smaller economies, such as Cambodia or Kenya, the result could be a
financial crisis if things go wrong. In Ethiopia, this has already happened, with debt default
accompanying civil war. Even bigger countries, such as India and Indonesia, will not be able to
afford a second stab at development. The bill from their current efforts, should they fail, and the
cost of ageing populations will leave them short of fiscal space. Wealthier countries are
constrained, too, albeit by another resource: time. Saudi Arabia needs to develop before demand
for its oil drops off, or else there will be few ways to sustain its citizens.

throw a spanner in the works( FDOHEITIO) U2 £ TT 5, iETDH
takeastabat ~Z{ET5H, ~ZikHD, ~HKL THD, ~2LoTHD, ~IZbk
SEFEHLTHD

The third is that the manner in which countries grow is changing. According to work by Mr
Rodrik, manufacturing has been the only type of work where poor countries have improved their
productivity at a faster rate than rich countries, and so caught up. Modern industry may not offer
the same benefit. Rather than spending time attempting to make factory processes marginally
more efficient, workers in countries trying to get rich increasingly mine green metals (working in
an industry with notoriously low productivity), serve tourists (another low-productivity sector)
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and assemble electronics (rather than making more complex components). All this means that the
race to get rich in the 21st century will be more gruelling than the one in the 20th century.
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America fights back
The war against the Houthis is part of an escalating struggle for the seas
Jan 11th 2024

Around the world a storm is building on the oceans after decades of calm. In the Red Sea Houthi
militias have launched dozens of attacks on ships with drones and missiles, cutting container
activity in the Suez canal by 90%. On January 12th America and Britain responded with more
than 60 sea and air attacks on Houthi targets in Yemen in an attempt to restore open passage,
expanding the scope of the Middle East conflict. President Joe Biden threatened further military
action and said America would not allow “hostile actors to imperil freedom of navigation in one
of the world’s most critical commercial routes”.

The escalation in the Red Sea is mirrored by maritime mayhem elsewhere. The Black Sea is
filling up with mines and crippled warships; this year Ukraine hopes to eject the Russian navy
from Crimea, its base since Catherine the Great. The Baltic and North seas face a shadow-war of
pipeline and cable sabotage. And Asia is seeing the largest build-up of naval power since the
second world war, as China tries to coerce Taiwan into unifying and America seeks to deter a
Chinese invasion. After Taiwan’s election on January 13th, tensions there could soar.

Catherine the Great 7 27 O T, RKUVMNIHEOMHE EEZHEC L= (1729 4-1796 4)
shadow-war 37 - 728k Tl37Ze < . ISR C L AR D L H 722 &

These events are not a coincidence, but a sign of a profound shift taking place on the planet’s
oceans. The world economy is still globalised. Some 80% of trade by volume and 50% by value
travels on a fleet of 105,000 container ships, tankers and freight vessels that ply the oceans day
and night, taken for granted by the people whose livelihoods depend on them. Yet superpower
rivalry and the decay of global rules and norms mean that geopolitical tensions are deepening.
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The inevitable and underappreciated consequence is that oceans are a contested zone for the first
time since the cold war.

freight vessel ¥/

ply 2y JI) ZEHICEET S

take for granted 5 H5AADZ E LS (BY N TAEENTO)(..2)YTVEIOLD &
Ez25

underappreciated [JZ] UlfE23) 1EL < LEXMIZ] Bl S 7220

The quest for opportunity and order at sea has a long history. In the 17th century Grotius, a
Dutch jurist, laid out the principle of freedom of navigation and in the 19th Britain enforced it by
means of the Royal Navy and a network of ports and forts. Open oceans were enshrined in the
post-1945 order and, from the 1990s, the maritime world reflected the rise of globalisation and
American power. That emphasised hyper-efficiency and extreme concentration. Today 62% of
containers are carried by five Asian and European firms, 93% of ships are built by China, Japan
and South Korea, and 86% are scrapped in Bangladesh, India or Pakistan. The us Navy’s
specialist role has been as the near-monopoly provider of security, using over 280 warships and
340,000 sailors.
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This vast and intricate system faces two challenges. One is fraught geopolitics. China’s naval
build-up means the us Navy’s primacy in the Pacific is being contested for the first time since
1945. There are more rogue actors. The Houthis, backed by their sponsor Iran, have proven
resistant to attacks from Saudi Arabia and the United Arab Emirates, suggesting that they will
not be quickly subdued by the American and British strikes. As well as the Houthis, landlocked
Ethiopia’s dictator is leasing a Red Sea naval base in neighbouring Somaliland. The law of the
sea is in decline. China ignores tribunal rulings that it objects to. And the West’s use of sanctions
has triggered a smuggling boom: 10% of all tankers are part of an anarchic “dark fleet” operating
outside mainstream laws and finance—twice the share of 18 months ago.

The geopolitical winds are being strengthened by technological and climate disruption. China
has invested in anti-ship missiles, pushing us Navy vessels farther offshore. Arms proliferation
means militias like the Houthis now have cruise missiles, a capability that, until recently, only
states possessed. The knowledge economy—and the dominance of Wall Street and Silicon
Valley—depend on 600-odd subsea data cables vulnerable to sabotage. Climate shifts are
changing geography and incentives. The Panama canal is short of water (see Americas section);
trade routes are expanding in the Arctic as it melts; and the green-energy boom is catalysing a
scramble to mine the seabeds.

Disorder therefore looms on the high seas. One cost will be transient disruptions to commerce.

Seaborne trade is worth about 16% of global gdp. The shipping system is adaptable but only up
to a point. Single shocks can often be absorbed. The Houthi attacks have so far caused a spike
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in insurance and shipping rates, but have not yet led to broader price rises, because the container
and energy markets have spare capacity. But that could easily change. Oil prices rose on news of
the American and British attacks and if the disruption spreads to the Strait of Hormuz, through
which much of the world’s oil and gas flows, or if Iran becomes directly involved, they could
rise much further.

high seas A
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And when markets are tight or there are synchronous shocks, the penalty can be high. The post-
lockdown shipping crunch in 2021 and the Black Sea grain disruptions in 2022 caused
worldwide inflation. Although shipping is a low share of most products’ final price,
unpredictability at sea would lead firms to shrink their supply chains, adding to costs.

Large-scale conflicts at sea could be devastating. Maritime confrontations have their own distinct
qualities, because the difficulty of rapidly reinforcing fleets means that escalation is less likely
than on land. Still, it is easy to identify where conflict could break out. Attacks by, say, Iran or
Russia on pipelines, liquefied-natural-gas routes or data cables could be crippling. Spats over
strategic islands could trigger confrontation in the South China Sea and Indian Ocean (see Asia
section). And embargoes of economies more sophisticated than Russia’s or Iran’s could do
enormous damage. A simulation by Bloomberg shows a blockade of Taiwan and Western
countermeasures cutting global gdp by 5%.

All this shows the need to deter rogue actors and hostile states. Yet there is no easy passage back
to the calm waters of the 1990s. Appeals to uphold universal laws are unlikely to succeed. Trade-
dependent China has much to lose, but wants to subvert Western sanctions and pursue illegal
claims in the South China Sea. It does not help that America has not ratified the main global
treaty on maritime law. Nor can the West quickly re-establish its naval dominance after chronic
underinvestment. With a puny 5% of global shipyard capacity, it will need decades to rebuild its
fleets.

Dead calm

A different response is needed. Western countries must double-down on maintaining their
technological edge, in submarines and autonomous vessels, for example. Government and
private-sector co-operation in monitoring vulnerable maritime infrastructure such as pipelines is
critical, as are sea-based and satellite backups for data cables.

dead calm fEFERAE, K/pE

And alliances need to be broadened in order to make more resources available for policing the
seas. America is rebuilding its Asian naval pacts and the emerging response to the Houthis in the
Red Sea could ultimately provide a model. While America and Britain launched the latest strikes
on the Houthis, four other countries provided military support, and a much larger cast of navies,
including those of Asian states, are now active in the Red Sea. Because of the stakes, sustaining a
maritime order is the lowest common denominator of international co-operation. It is something
that even isolationists should subscribe to. Without it, the world economy would be sunk.
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The recent disturbances at sea are a sign of a profound shift.

Although the world economy is still globalised, geopolitical tensions are rising due to
superpower rivalry and the collapse of of international rules and norms, turning the oceans into
conflict zones. A maritime order based on the rule of law is vital to the peace and prosperity of
the international community.
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Who is in charge of Europe?
The East is up, Germany is down, Britain is out
Jan 8th 2024 | BRUSSELS

Football is a game where “twenty-two men chase a ball for 90 minutes and at the end, the
Germans always win,” quipped Gary Lineker, an English player. For decades the European
project had similarly predictable dynamics: whether composed of six countries or 12 or 27,
member states chased compromises until whatever had been stitched up by France and Germany
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was accepted by all. But the old model of dominance by its two biggest members has long been
creaking. As Europe faces up to repeated crises a new, more fluid geography of power is taking
shape.

Three years of pandemic, then war in Ukraine, have helped recast the eu. This includes shifting
the balance of who matters. Defence and eastward enlargement, once dormant policy areas, are
now priorities—giving a new voice to Ukraine’s neighbours in central Europe. The rise of China,
and the prospect of resurgent Trumpism in America, has caused the eu to rethink its economic
arrangements—often along statist French lines. Climate imperatives have reinforced the value of
taking action at a collective level—an approach favoured by the eu’s quasi-federal institutions in
Brussels. And from Finland to France, populists on the hard right are gaining influence ahead of
European Parliament elections in June.

Angela Merkel was the continent’s undoubted leader. Her successor as German chancellor, Olaf
Scholz, has not taken on her mantle. Many looked to Emmanuel Macron to seize it, not least the
French president himself. But he faces an increasingly fraught political situation at home, which
on January 8th saw him fire his prime minister in the hope of a reboot. He cannot run for re-
election in 2027, and his self-confident manner often grates among his fellow eu leaders.
Germany and France carry unmatched authority when aligned. But they seldom are.

take on the mantle of ~% 5| X575 [BIZHH< « TS

With no clear leadership, who matters these days depends on what is at stake. Take defence and
security, issues at the front of everyone’s minds, seeing the situation in Ukraine and more
recently the Middle East. After Russia’s invasion in February 2022, few looked to Germany for
direction: it had let itself become hooked on Russian gas, and its armed forces were so unfit for
purpose that Mr Scholz declared the need for a Zeitenwende, a change in the spirit of the times.
In contrast, countries in central Europe, led by Poland and the three Baltic states, felt vindicated
after years of warning about the danger posed by Russia, their former overlord.

Their influence has been seen in two policy shifts. One is the eu itself paying for weapons to be
sent to Ukraine, a first step into defence spending. The second is eu enlargement, which had
previously been off the agenda; no country has joined since Croatia in 2013. Now nine
candidates are in various stages of talks (see map). Most notable is Ukraine, whose cause was
carried by central Europe despite initial reservations from France and Denmark; on December
14th eu leaders agreed to start formal accession talks. If and when the bloc expands to 36
countries—which will take years, if not decades—the centre of gravity will shift decisively
eastward.

More broadly, the central Europeans now have enough heft to push back on ideas emanating
from farther west. Chief among them is “strategic autonomy”, a shape-shifting concept pushed
by Mr Macron. This holds that Europe should be able to act independently of others, for example
by carrying more of the burden of defending itself. Policymakers in Poland or Slovakia find the
security guarantees proffered by nato—and thus America—far more convincing. French calls

for eu armed forces to buy European (ie, often French) military kit have been largely ignored.
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Still, for all the sway central Europe holds when it comes to Ukraine, its voice is scarcely heard
when it comes to other bits of European policymaking. (The moral authority accumulated in
Warsaw and Bratislava by helping Ukraine was somewhat dented after they closed their borders
to its farm exports last April, irritating leaders in Kyiv.) For when it comes to economic policy,
Europe is being made to think ever more in French terms. Here Mr Macron’s clarion call for
strategic autonomy has proved far more potent. Driven by a long-standing distrust of
globalisation—and new fears about supply chains that can be disrupted by pandemics or messy
geopolitics—France wants the continent to be more self-sufficient. Tensions between America
and China, as well as the prospect of a new Trump administration come 2025, have made other
Europeans listen.

clarion call B 722 BEUR D> T

Mr Macron has pushed the notion that Europe has been “naive” in its dealings with the rest of the
world, keeping its markets open when its trading partners have not: witness America with its
protectionist green-transition plan, or China with outsize subsidies. eu rules banning national
governments from coddling favoured industries were shelved during covid-19, and never
snapped back. With a mantra of “Europe first”, politicians now wield more control over the
shape of the economy. The French idea of Europe having an industrial policy was once taboo.
Now it is the accepted approach.

France’s dirigiste impulses prevailed because its ideas filled the vacuum left by Britain, which
voted to leave the eu in 2016 and finally exited four years later. Had it remained a member of the
club, it would have foiled French plans with enthusiasm. Now the task is left to its erstwhile
northern European allies, such as Denmark, Ireland or the Netherlands, as well as the
commission in Brussels. But that loose alliance can merely water down French plans, not prevent
them entirely.
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Britain is not the only one not to be found at the eu’s top table. A more surprising absentee is
Germany: Mr Scholz is seen as missing in action on the European scene. His tricky coalition
including lefty Greens and free-market liberals has reduced his ability to cut deals in Brussels.
“The German coalition moves slower than the debates within the eu,” rues a bigwig in Brussels.
That has cost it influence.

Germany’s absence has often been France’s gain. Many eu decisions have a French tinge these
days, for example the absence of any major new trade deals (abhorrent to French farmers) or a
partial relaxation of European rules limiting budget deficits. But mostly the absence of German
engagement stymies Mr Macron’s ambitions: federalist schemes hatched in Paris truly take flight
only when counterparts in Berlin accede to them. Nobody thinks the poor chemistry between the
chilly, northern Mr Scholz and the effervescently Europhile Mr Macron will soon improve.

Who else is there?

France might have sought helpful alliances. But there are few obvious places to look. Italy is led
by Giorgia Meloni, whose hard-right populism makes dealing with the mainstream difficult. The
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Netherlands is losing its long-standing prime minister, Mark Rutte, perhaps in favour of Geert
Wilders, an ideological ally of Ms Meloni. Spain’s chaotic politics have limited its appetite to
sway European debate. The recently returned Donald Tusk in Poland is liberal and pro-eu, but is
hobbled at home.

Perhaps the biggest beneficiary of this vacuum has been the eu’s centralised institutions in
Brussels. Under the stewardship of Ursula von der Leyen, herself a German, since 2019 the
European Commission, the eu’s executive arm, has accumulated more power than ever before.
The 32,000-strong Brussels machine has long been a formidable regulatory force, as Silicon
Valley barons have found over the years. But increasingly it has weighed in on matters of
politics and geopolitics, too.

This started with covid-19, when governments asked the commission to oversee the procurement
of vaccines for the entire bloc. An upshot of the pandemic-induced downturn was Next
Generation eu, a €807bn ($890bn) recovery fund of loans and grants. The commission, by being
in charge of its workings, has been able to steer the money in ways that match its own priorities.
A good example is its plan to slash carbon emissions to net zero by 2050—an ambition officials
in Brussels are far more enthusiastic about than many national politicians, who have to defend
the policy to voters wary that the green agenda will further dent their purchasing power.

Having more discretion over eu money has given the commission fresh authority, dictating to
member states how the cash should be spent. These powers can be used as a stick: Hungary and
Poland have been deprived of money for hobbling the rule of law at home, for example in the
way their courts are run. Viktor Orban, Hungary’s authoritarian leader, has been clamouring for
around €30bn in suspended eu money. In Poland Mr Tusk campaigned in the autumn in part on
his ability to unlock the eu funds that had been blocked due to his predecessor’s policies.

Is this the sign of a federal Europe rising, a European superstate in the making? To the likes of
Hungary and Poland, it can feel like it. But there are limits to the powers of the commission. Part
of Mrs von der Leyen’s influence stems from the fact she co-ordinates closely with national
capitals, for example on sanctions against Russia. She can sway the debate, for example in
Europe’s attitude to China, where she promoted a “de-risking” approach to trade, less
confrontational than the “decoupling” suggested by America. Arguably she is the closest thing to
a European leader these days. But her power still depends on others following her, even if, as
expected, she is given a second term later this year. And Brussels still spends little more than 1%
of the bloc’s total gdp.

Elections have a way of rejigging the European order, too. Populists have fared well in the
Netherlands and Slovakia, not so in Poland and Spain. They are expected to gain ground in the
European Parliament’s elections. The most powerful force in post-war Europe—a squishy
consensus in favour of liberal values and the rule of law—may come under threat.

Once the Euro-elections are out of the way, attention will turn to those in America, still the chief

guarantor of European security and the biggest contributor to Ukraine’s war effort. A Trump
victory would be greeted with widespread horror. That votes cast an ocean away from Paris,
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Berlin or Warsaw will matter so much to Europe’s future will surely unleash arguments that the
architecture of power there still has much evolving left to do.
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How Ecuador became Latin America’s deadliest country
Forty-eight hours of mayhem as gangsters murder prison guards and raid a TV station
Jan 10th 2024

One of ecuador’s most-watched news programmes, E/ Noticiero, was broadcasting live when
gunmen stormed the studio. Cameras rolled as hooded gangsters pistol-whipped staff to the floor.
They strutted on air for 15 minutes, flicking gang signs to stunned viewers and taking selfies
while waving machetes, dynamite and machineguns.
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This thuggery, beamed across the country on the afternoon of January 9th by a state-owned
channel, tc Television (see video below), shocked Ecuadoreans as mayhem seized the country
this week. It is the latest, most dramatic episode in Ecuador’s four-year slide into the grip of drug

gangs.

In 2019 it was one of the safest countries in Latin America, with a homicide rate of 6.7 per
100,000, comparable to that in the United States (see chart). Some Ecuadorean sources estimate
that by 2023 the homicide rate had grown more than six-fold, to 45 per 100,000. This would
make Ecuador the deadliest country in mainland Latin America. Its gangsters have adopted
spectacularly gory tactics, including public hangings, decapitations and immolation.

The events were set in motion on the morning of January 7th. Guards at La Regional prison in
Guayaquil, Ecuador’s largest city, discovered that Adolfo Macias, boss of Los Choneros, a drug
gang, was not in his cell. He had been serving a 34-year sentence for murder and drug-
trafficking. Gang members in prisons across the country began rioting as news of his escape
spread. Videos circulated on social media of gangsters taking prison guards hostage and shooting
them. Some guards were hanged.

The next day Daniel Noboa, Ecuador’s president, declared a state of emergency that is set to last
until early March, and imposed a nightly curfew. He sent the army in to take control of the
prisons, from which many gangs direct operations. Gangsters fought back on the streets of cities
across Ecuador, detonating bombs, burning cars and kidnapping policemen. On the same day that
hooded men stormed tc Television, another armed group raided Guayaquil University, taking
students hostage and exchanging fire with police. Mr Noboa responded on January 9th by
declaring an “internal armed conflict” and ordering the army to “neutralise” some 22 organised
crime groups, including Los Choneros.

By January 10th, as The Economist published this story, armoured vehicles and soldiers roamed
the streets. The gunmen who stormed the TV station had been arrested, but at least ten people
had already been killed in the violence. Ecuador is in lockdown.

The making of Mr Macias

The roots of this violence start in Colombia. Ecuador, and particularly the port at Guayaquil,
became a more important hub by which Peruvian and Colombian cocaine is moved to the United
States and Europe after Colombian ports tightened their security in 2009. Trade had previously
been monopolised by the farc, a powerful Colombian guerrilla group, which kept violence to a
minimum. But when the farc signed a peace deal with the Colombian government in 2016, most
of its members demobilised. Local, regional and international gangs have poured in to fill the
power vacuum. Mexican gangs funded Ecuadorean ones. The Albanian mafia expanded its
presence in Ecuador. A rapid influx of international organised crime was facilitated by Ecuador’s
dollarised economy, and lax visa requirements for foreigners (until 2020).

Politicians have made things worse. In the name of anti-imperialism Rafael Correa, a populist
left-wing president who ruled from 2007 to 2017, closed an American military base on the coast,

219



reduced co-operation with the United States Drug Enforcement Administration and broke up an
elite anti-narcotics police unit which had been trained by the United States’ agents.

Small-time Ecuadorean gangsters like Mr Macias have become kingpins. Los Choneros seems to
have gained first-mover advantage by being one of the earliest Ecuadorean groups to establish
relations with Mexico’s Sinaloa gang. It and other local gangs are thought to have armed
themselves with weapons obtained from their Mexican patrons in exchange for cocaine
shipments. They now possess machineguns, rifles and grenades that allow them to take on
Ecuador’s poorly trained armed forces.

Ecuadorean gangs have generated cashflow by establishing a lucrative foothold in Europe, where
cocaine consumption is expanding. On January 5th the mayor of Amsterdam warned that the
Netherlands could become a “narco-state”. The busiest cocaine-trafficking route in the world
today runs from Guayaquil to the port of Antwerp in Belgium, according to Chris Dalby of
World of Crime, an investigative outfit based in the Netherlands. Much of this cocaine is packed
in shipping containers containing bananas, one of Ecuador’s biggest exports. Europe’s demand
“has turned Ecuadorean ports into one of the most valuable pieces of infrastructure you can
control if you are a drug-trafficking group in Latin America,” says Will Freeman of the Council
on Foreign Relations in New York (Mr Freeman has written for The Economist in the past).

That helps gangs buy off prison guards. Mr Macias and other gang leaders have turned perhaps a
quarter of Ecuador’s 36 prisons into their headquarters, from which they organise attacks and
recruit new members. Mr Macias escaped just before he was due to be transferred to a more
secure unit in the prison complex. He must have been tipped off by corrupt officials.

buy-off [4] HIX

ZoXFVHbED [#Hxb] | FHRELEZXS RHT] . F0HnT, AT 5, B
9%, L5972 - Bobtipped her off. : AR 7 1F P LITIEFEFHRED Lo LIS L7Z,  + What
tipped you off? : (] T3> 72 AT 2

Corruption of that sort is rife. In 2023 police began investigating several government officials for
links with the Albanian mafia. Months later, the main suspect was found dead. In 2022 25 air-
force officials were punished for sabotaging radar equipment that was monitoring the activity of
drug gangs in Ecuadorean airspace.

Anyone who stands up to the drug gangs and their corrupt networks is at risk. Last August
Fernando Villavicencio, a presidential candidate and former investigative journalist, was
assassinated 11 days before the election after he threatened to take down the gangs. On January
5th Fabricio Colén Pico, a leader of Los Lobos, a rival gang to Los Choneros, was arrested for
allegedly plotting to assassinate Diana Salazar, the attorney-general. Ms Salazar had been
investigating links between drug-traffickers and bureaucrats. In December she ordered the arrest
of 31 people, including judges, prosecutors, police officers and the president of the Judiciary
Council. Mr Colén Pico managed to escape from jail just four days after his arrest.

take down |, [fkEES 5] < T8
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After campaigning on less controversial issues, Mr Noboa, who took office in November, has
taken an iron fist to the gangs. He has announced that two new maximum security prisons will be
built; declared gangs to be terrorist organisations; and warned that officials who collaborate with
them will be brought to justice. Like his predecessor, he is sending the army onto the streets and
into the prisons. And he has called for a referendum in coming weeks that would legalise
extradition and enable the assets of suspected criminals to be seized.

Some of these tactics appear to copy those of Nayib Bukele, the president of El Salvador, who
has put some 2% of the adult population behind bars and become one of the most popular
presidents in the world in the process. Yet the challenges faced by the two leaders are different.
The Ecuadorean gangs are far more sophisticated than those in El Salvador. And Mr Noboa, who
must seek re-election in 18 months, is far weaker than Mr Bukele. Despite Mr Bukele’s success
so far, the strongman approach to Latin American drug gangs has usually failed.

Mr Noboa must make a cleverer plan. He should urge his officials to share data with counterparts
elsewhere in the region, which does not happen at the moment, says Mr Dalby. He should set up
a register of guns, rebuild the country’s feeble anti-narcotics units and strengthen co-operation
with the United States, which has offered to help. And he must bolster the state’s presence along
the border with Colombia and in Guayaquil. Without all this, going to war with Ecuador’s newly
empowered gangs is likely to prove futile.

T T RANTT T A D THRLEZEKE LIZEICR D ET
Xy U DB EEZZREL, 7L EREZEES ERELO 48 BRI
202441 H 10 H

T 77 RV Tie b K ézhfb\ Homa—AZMOOESTHSL [mr- )T 4z ]
WAERET, AZ UAICREEMANEA LT, 7— RENSESTEXF Y VIR ER MLT
AL T HRIZ W%Oié¢ A ZNE ST, W5 1500, Bk EA L, Ml
RET DI Y L 7OV A v E2bbont, T4, FAF~A b, =~V H %k
ROEBEILZ2AL AR %2 L,

1 H9 A%, EET L EJE tc Television & K » TRENT B 7z Z O X EHELE X

U TovTstazi) | 48, BILBREL2E-7-/ 7 NVERICEREY 5272, =

ML, =77 RAD 4AEMITHOT 0 RS v o 7 O3B FIZla> TWD T, o,
Bl — RTh D,

20194, =77 RVETT o T AV I TROEERREOOESTHY | FAFAERIX
10 TANHTZY 6.7 NT, TAVIOZENIZIEHT D (FZ772K) . =277 RAOF#
R OHIZIE, 2023 - F TITHRAFAERIT 6 L EIZHEML, 10 77 ANH720 45 N2 D
CHEETDAHE L WD, £9RDHE, I T RMETT U T AU BARETRBHEADEL N

221



EL7esn, ZOEOEIHIZ, ARKER., a9v., BHA&LRE, BEZRES X7
Jas A7 hFAOXEEHLTWS,

HENBEHLZOIXLH TR0 7=, =77 RAURKROETH I T v Lichsb
7« V=" a FAIBITOFESFD, MEHEE X « FaxaAORA, TRV T 4 - <
T ABMBIZNIRNT LA LT, MR & RREEE5E T 34 F O LTV
oo WOBIKD =2 —ANIRED &, EEOHEFHOX v I NEEEZED LTz, 25
MENHEE 2 NEIZERY . JRT 280N Y — 2 v L AT ¢ TICHEl> 7=, I ADD
FHIFIIRE RN S Tz,

BH, =7 RVOF=x)b« JARTRKHEMEITIH EAETRSEFEFELZES L, K
MRS 2 Lz, /AR TIEERE LY AL, < DX v 7 OHLSE T 5T
REREIE, B2OFE=7 7 RAHOET O ECRE L, B RS I, Hi2R
R, EEEFH L, T FENESB LR T LEY g v AEELEFELCA, B
DORETN—TINT T v XNV RFEELEEE L FAELE NEITHEE LB AR KT 7,
JARTERIZ1IHA9OH, TWEEANEZE] 2551, 27X « F 3 x0 X%&2ETe 22 Ok
BRI N—T% T +5 89 FBIZm Uiz,

Ta)/)IANENZORELALEH L LH 0PI, ERFEE EENEY 245X EH-
TV, T LRz L -REEMILE I, 2o hFE o<t 10
AT LT, =77 FUVITEHH SN TV 5,

~ 7 ARDOREIOFEH
ZOFENOWFITae L ©TIHDL, =7 7T Kb, FRZTTYXRAOHEIL, 2009 FIZ
o BT OEPEfE AL L%, UL—ean BT 0abh A R T A Y BT —
2y /NIZBE T AEBERILG Lo, ENETIR, av s BT 07 ) TH#ET
D7 7NN, BINER/NRIZIHZ TEGE2ME L TWe, LarL, 20164127 7
v BRav BT EFEFEREICHIT D & AU N—DlE L A ENREMER LT,
o, Hilgk, & LU CEEENR vy o ZBHEIOEAZHO H72DIRALTE L, A%
VADKX XY TIEZI T RAVDXx L TICEEERM LIz, TANRN=ST R T 4 T ET
77 RVTEDHFEEIER LTz, EEEEBILIEOSZ0EH 2 MAIX, =27 7 o FauvfbL
7o EAME KT D8O BB (2020 4F % C) ITX - TRE S LT,

BEE N EREZ T SET-, 2007 FE0D 2017 FF CHMELET-RE' 2 ) A NOER
KFFET 7 7 2L« a LT iE, KFEEZROL O FIZ, RIS H o 7Kk E A% P
L. KEERFER & O HBtREZ ML, KEOZ—Y = b BilE 32T T
T U — MRIEERFEESMR & iR LTz,

VT ARKDE IR T RO/ Yy 7%, KXYy el A - F
IR AF, AXvaovFaT c Xr o ERLESBEBRERE N - T R0 v
— T DOEDTHY, FATEFREETND LI, B R« Faxo ALOHIEE v
N, A VL I E I AR a AN M B AT LR TRE L2 L

222



EZONTWA, IIEFEBIE, v~ oy, 9470, FREZFELTEBY, =77
RV D FIFEAJE D ERRIC KT TE 5,

TIT RADOF v o 7lebid, ahA HEENERLTWS I —a vy IR 25 %
FLZLET, Fyvvrvayo—%2ELHLTWS, 1ASH, TART VX ATHEIXA
?yﬁﬁFﬁ%E%JK@éﬂ%@ﬁ%ék%ibtoﬁ7/&%%mkﬁéﬁﬁ%%
[D—NR - FT 774 L]) O YR XLE— X, BIEHAR TR LIC LV
B A mw—bﬁ\ﬁ?%#w@%xw¥—®7yFv—fﬁi??%éo:@:w
AL D%LIX, =7 T RAVORRKOEHEOOESDTHLI TR ATk T
IZEED BTV D %l—a—ﬁ@%ﬁﬁﬁﬁﬁé®?4W-7U—vy(7)—7
VIRIFE £ Fin/:xkj%mﬁﬁbt:k#%é)ﬁ\F5~myﬂ@$%
of\iﬁ7FW@%ﬁ\3?V7%Jﬁ@fiﬁ3ﬁw—fmkof\n/km—w
TEDOROEERA T TDOOEDI ol EED

ZODD, XX TIIHBEEEBINT LR TES, v VT AREZFLOETHYX

YT DV —Z =B, =77 KVIZH D36 DFEFTOI L, BFHL 450D 1 %
HOTDLOARFIZL T, ZZI0OBHBEAHEML, LA N"—%2Y 71— KL TW

5o VT ARBB L=, FIEHNO XLV Ex2 ) T 0 OEmna=y h~DOKik
DT ESNTW-ERITE - 7=,

ZDOEDIGEPHIT L T D, 20234, BEIIT NAN=T - w7 4 T LDODRP0D MR
HHELT, BEOBFESE OMELZRRG LT, $r A, TIRKOFEARBPFER I
T7o 20224F, 7 7 RAGEZE TR DOIEI A B L T L— & — a2 i3 L
7L LT, ZEEERE 25 A LEI STz,

RIS & Z DB LTy U —Z BN ) BT THAERICE S SR TW5

WEAE 8 H ., KEMEBEM Crit et a0 7 2/ R By RV AN, ¥y
TERETEE LIS, T BEfCE SN, THSHIZIE, v X« FaxraX

EXNT AR AR s B RADY —HF— Ty TV Feany-van, s 47 VT
PR FEREORK &R Z B TRVl SN, 7 —VRIIMIERTEAN L BEED
DR AL T\, 12 H, H&038HE. MEE. B85, ikEasERs

i3l N\o#ERiAmU7-, 2y - EaliT@# o b4 ARICHREN LT,

11 AICKMBEINZEAE L2 2 AT RIE, HEVWELEIET 2 & O\ O [E TEessik 2 ik
ST, Fv o IEBEE T Uiz, X2 08 LW E E B OfR 2 36 % L.

Xy 7Tt EE Lz XY 7B AT H2HHITEAICHT NS LS L

Too AMEF & [FIER. 113K 2 RO E %u%bﬁﬁokbfwé Z LT, JUE
FISELEZAAE L, BRREOEELZZ LS 25 2 &2 ARRICT 25 E R 22 4 Hol H
PINIZSE 925 K 9kdDTWD

Z 9 L2 o —3B1. A AN B D) 2% Z HBATICINE L, FoEfE TR Tt b A
LBDHDHRFEFED— N 72 TmT VAR RADF AT « T LV REEOFNE BT

223



EOWCR XD, L, 2 NOREEENER L CWHEITR2> TS, =77 Rv
DX ¥ U TNIT VPN RELOF Yy 7 L0 XN I TS, Fi2, 1H¥E
BICHRZ BRESRTNER S0 AT RIZ, 77 VEREID i ncsEy, 747 1L
KOZNETORBCENDLT, 7707 AU I ORI 2 i8R 72T 7
o —F I NV L T & 7=,

JARTRIF XY B RHEZ S TRITT R b7, BIETOhATWRNWZ E7ER, 2
DOHIE DM DI T B —"— N & T =X 2 HT 5 X OMRICHE T o R&E7E, b4
NE—RIEE 9, BOBEELZIER L, 958 L TV DRI M4 frad L, 84 H
LHETWAT AU EDW N EEET &, 2L T, anr 7 EOEERWESZT
YX VBT LEZO T LB A2 LT iE 67w, Zne< LT, =77 K
NOF L N2 TFleFX v o 7S a 352 LIXBKTH D Z EDFEH S NE D 72,

2024 £ 11 H 7 H

How to cut through the cacophony over DEI
Outrage on right and left obscures both the costs of DEI and the benefits of diversity
Jan 11th 2024

DEI (F4— A —+74) | 1. [Diversity (XA /=TT 1, M) |
[Equity (=27 A7 ¢, 2F4%E) | TlInclusion (> 7 /v— a3 alfEME) | OBEXL
TINO IR DT,

What, if anything, should firms do to improve the diversity of their workforce? After the murder
of George Floyd in 2020, many bosses felt compelled to act. Partly out of fear of being called out
for prejudice, corporate America rushed to embrace diversity, equity and inclusion (dei)
schemes. By 2022 three-quarters of the s&p 500 had a chief diversity officer; more than two-
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fifths of listed firms set targets to increase the racial diversity of their workforce. Now many
think the pendulum has swung too far.

EbomninziE [WHEk] . i E Z A) - If anything, my health is good. : {23 % -
THHIRZ IR AT,

The resignation of Claudine Gay, a black woman, as president of Harvard University has ignited
a broader debate about merit and identity. Bill Ackman and Elon Musk, two billionaires, have
excoriated dei for itself being discriminatory. After the Supreme Court’s landmark decision to
end affirmative action in university admissions last summer, many activists and politicians
increasingly have corporate dei schemes in their sights.

As America’s culture wars rage on, bosses are being caught in the middle. Progressives argue
that dei enables companies to do their bit to tackle America’s entrenched inequalities.
Conservatives see it as an attack on meritocracy. One side ignores the costs of

many dei schemes, the other ignores the real benefits of diversity. How should businesses cut
through the noise?

The critics are right that the thinking on dei is muddy, and that many dei initiatives are
ineffective, even harmful. In 2015 McKinsey, a consultancy, identified a positive correlation
between the gender and ethnic diversity of the workforce and firms’ profitability. Although
academics have since criticised its methodology, the findings were breathlessly cited by bosses
and corporate advisers, and the link was treated as causal and cast-iron. For example, from 2023
Nasdaq required firms listed on its stock exchange to have at least one board member who was
not a straight white man—or explain why they do not. It was left to Jesse Fried, a professor at
Harvard Law School, to point out that Nasdaq was ignoring scholarship which finds that board
diversity can have a negative impact on performance.

Diversity schemes often fail. Sometimes this betrays bad faith: firms with a discrepancy between
their words and actions are often accused of “diversity washing”. Some schemes are well-meant
but ineffective. Research by Frank Dobbin and Alexandra Kalev showed that diversity training
programmes fail to reduce bias. In the worst instances, dei initiatives backfire. Targets can be
seen as quotas, which undermine the principle of fair competition and cast a shadow over
minorities who do well under them. Other research shows that adding equal-employment
statements to job advertisements can put minority candidates off applying. No wonder support
for votes on social issues at annual general meetings is draining away.

SDGs VA4 v =2 (SDGs V4 v 7)) S, EENED D 17 OFRGE Al REZRBA 3 B 1=
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The case for diversity does not need dressing up in pseudoscience. The simple reason for
businesses and their shareholders to care about recruiting people from a broad range of
backgrounds is that they want the most able people. Mr Musk and Mr Ackman are both
successful businessmen: they too want to assemble the best possible teams.
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Diversity should be a spur to looking far and wide for talent, no matter someone’s gender, race
or sexual orientation. A firm convinced that it is overlooking the best candidates from a
particular demographic cohort, for example, could choose to lengthen its shortlists to include
more from that group. That will not mechanically create workforces that mirror the population,
but it can maximise talent and diversity of thought. Quotas, by contrast, have the perverse effect
of narrowing the search by excluding talent. As with so many areas touched by the culture wars,
the row over dei has become muddle-headed. The clear, simple argument for diversity is being
drowned out.

Opus Dei &% [FEJR] 7 7 L 58 T'"work of god" (FROHIZE) DEK,

DEI %2 DR S 2 E 5910 $kiF 5
DEI D2 A s EZEEMED A Y » b ORI ZBRRIZT DAk ELIROED
202441 H 11 H

DEL (T4 — A —TA4) | . [FANR=VT 4 (BANX=T 0, ZHME) |
(=474 (=047 4. BDNFE) | . A4 I —Vay (I —Tar, 4
FEME) | DB 72 DT,

WEBOZHEMEZR ESE57-012, BEIIEZTRETL LI N?20204F 12 3 —
U T7uA RREEINTR, ZLOLEFRMTIIZER . SIS 2520WERE T, WA
RS NDZEE2R-ANT-Z2bHY,. TAVDREIZA NN~V T 4, ZITAT 4,
A= ar (SRR, MR, BFEN) OB AL RS, 2022 4% Tl
S&P500 D 453D 3 WTF—T « XA N—T 4 « FT7 4V —%@EE, EGEEDSHD
QUL EDEEB DO NFENZEREZ @m0 5 BIEZRE LT, BlfE, Z< OREITRD 720
KELIENTETCWDLEEZ TN D,

BANENETHD 7 a—T 4 « FADO/N—1_— RREZREFTIL, DEETAT T 4
T AT D XV RE R ERICKE ST, BTy vl —my s v AT B
I 2 NDETEF L. KFEFBERNENNTSHS & DEL I L=, MEEE, HEEN
KREANRICBIT DT 77 —~T 47 « T 73 wFEITDHEWD BB ZRHREZ T L
oth. < DIEMFCBURFE =BT, BED deiftliZz T ETHORUZL TV D,

T AV DDA DT 5%, RSB TOMPICEZIAENL S L LTS,

TEBET-DIX, T AU DORENREEICH L TREND L THRY MTe 2 & 2 AHEIC
T25LTFET D, RTFIRITZNZRES) E|A~DOKBEE L o4, —J713% < OFIEEIZ D)

226



LA NEEEAL, b9 —HIEZHEMEOEDOA Y v FEHER L TS, BREITZD/ A
R ESHIDRIT D&

HANR=2T (T EEZTPRBILLTEBY, 2L DEANR=T 4 « A =T F
TIINENR R, AETES2HD LWV O HEBHNITIEL Y, 20154, 2>V T 0 7%
Ho~ v B =%, EEBOMRISCERED AN & OISO I IE DO FHEI R4
DD EEHOMNI L, LR, FELIZZOHEmEH L THhDER, 20
FAEAERIT LR ET RSP =0 Lo TREZRL LI ICHI SN, oMK
RBERDBH Y, BOBLD L) Icfbinie, FlxiE, FAX v 7132023 FLKE, EHE
Tkt L, < EH 1 NTAANDANOEGHIZ ZE S D, BN WEBEZHHT5 2 &
EREOT T2, TAX v 713, BRSO SARMED BB BB L KT T A[REEN B 5
EWVWORFEAE R A L TWD EHRREL-DIZ, N—""— KR -2 —2X7— LD =
— 7 — REFRE -T2,

ZERMEOFHENIT LI LIRS 5, SESITHARVED /I, LITLIE T28ED
Vel LSS, - BONEBoTEBLEHETHORIEN WSS LH 5,
750 « REVET LY LU RS - BLTOREBICLD L, FANR—UTFT A HHES 1
77 LTIHRREZRO T Z ST TERY, REDGH, FANN—3T 4 A= TF7
LRI 72D, BEEIZ Vv &R, AERBEFOFHIZE72W, 2O T THE
KR TWD~A VT 4 IZEEEET, £, RALFICEMAYELHATTLZ L

T, ¥4/ UVT 4 DIFEMEDICEEZTEZ D E VI HEREL D D, FRRETO-EH
AR B T D EAOZFE DN TV O b A EETIER WV,

SDGs V4 v =2 (SDGs V4 v 7)) S, EENED D 17 OFRGE Al REZRBA 3 B 1=
(SDGs ICHU D A TWAD L IR 2D, EEP o TV RWETYRADI L) |

HAN—=T ¢ T 57— AL, BRERFETEM A MLEIT RV, BESZOKRTN
B AR 2 FED A ORI Z 720 5 BfliZe BEHIE, IO AR AM BB LV S T
b, ~ AR T v 7= Kb LI EYRx A0 o bE, BREOF—
LEED TN E o TnD D72,

SR (K U<, 3 : Pseudoscience) &1, BRI THEIZESW LD TH D
EEEINTWVDZ LI 0b b, B FIELITHENWER - & - 174D
L ThD,

A N—=T 1F PR AT, PERFEIANCBIfR R <. AMZIRKEIRT S oI %
T2, BIAIE HORFEDEN D DEFHRMEME 2 R E LTnD LHEET 3%

(X, OB DAE 2T 72D, BBV A 2R TLHILENTED, €9
THZ LT, ANAZKMR LT AM 2T 2 LT TE RV, FREEEZD
ZHRMEEZRRRICGIEHT ZENTE D, TR EEBRIIC, 74 —=ZHlI3FEH DA
MzHRT 52 LT, AMBHOEELZLD DL L WHIWHRELTHT, ILVFvr—- U

227



F—RIBERENTLL OB LR A =T 2D < HFWIRIEEILL TY
5o ZRMEL RO DA TI TN RERITINEHSNEL I E LTS,

20244 11 H 8 A

An influx of Chinese cars is terrifying the West
But it should keep its markets open to cheap, clean vehicles
Jan 11th 2024

Is china about to unleash another wave of deindustrialisation on the rich world? About Im
American manufacturing workers lost their jobs to Chinese competition in 1997-2011, as the
country integrated into the global trading system and began shipping cheap goods overseas. This
“China shock” has since been blamed for everything from rising deaths among working-class
Americans to the election of Donald Trump. The rejection of liberal attitudes to trade also
explains why politicians embrace industrial policy today. Now China’s carmakers are enjoying
an astonishing rise. That stokes fears of another ruinous shock. In fact, the successes of Chinese
cars should be celebrated, not feared.

deindustrialization O EWR-SCH )7 2214l PESE O 28 b Bl S

Just five years ago China shipped only a quarter as many cars as Japan, then the world’s biggest
exporter. This week the Chinese industry claimed to have exported over Sm cars in 2023,
exceeding the Japanese total. China’s biggest carmaker, byd, sold 0.5m electric vehicles (evs) in
the fourth quarter, leaving Tesla in the dust. Chinese evs are so snazzy, whizzy and—most
important—cheap that the constraint on their export today is the scarcity of vessels for shipping
them. As the world decarbonises, demand will rise further. By 2030 China could double its share
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of the global market, to a third, ending the dominance of the West’s national champions,
especially in Europe.
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This time it will be even easier for politicians to pin the blame for any Western job losses on
Chinese foul play. A frosty geopolitical climate will feed the sentiment that subsidised
production unfairly puts Western workers on the scrapheap. And there have certainly been
subsidies. Since the launch of its “Made in China” agenda in 2014, China has brazenly
disregarded global trading rules, showering handouts on its carmakers. It is hard to be precise
about the value of the underpriced loans, equity injections, purchase subsidies and government
contracts Chinese firms enjoy. But by one estimate, total public spending on the industry was in
the region of a third of ev sales at the end of the 2010s. These subsidies come on top of the
ransacking of technology from joint ventures with Western carmakers and Western and South
Korean battery-makers.

foul play(Hife T)HI, RNIE, O& X 9 72fb4T 60 J03R. KT, ZA

The temptation will therefore be for rich-world policymakers to shield their carmakers from the
onslaught of state-backed competition. In October the European Commission opened an
investigation into Chinese cars. President Joe Biden is said to be considering increasing tariffs on
them, even though America’s carmakers, protected by a 27.5% levy and handouts from the
Inflation Reduction Act, currently face little Chinese competition. Yet locking out Chinese cars
would be a mistake. The potential gains to the West from a ready supply of cheap, green vehicles
are simply enormous—and dwarf the cost of disruption and the dangers it brings.

One reason is that the market for cars is going to be upended, regardless of trade with China. In
2022, 16-18% of new cars sold around the world were electric; in 2035 the eu will ban the sale of
new cars with internal-combustion engines. Though firms are retaining their workers as they
switch to making evs, the process is less labour-intensive. Much as the first China shock was
responsible for less than a fifth of total manufacturing job losses occurring at the time—many of
which were attributable to welcome technological advances—so too there is a danger of
confusing disruption caused by the shift to evs with that caused by Chinese production of them.

Next consider the gains from letting trade flow. Vehicles are among people’s biggest purchases,
accounting for about 7% of American consumption. Cheaper cars mean more money to spend on
other things, at a time when real wages have been squeezed by inflation. And Chinese cars are
not only cheap; they are better-quality, particularly with respect to the smart features in evs that
are made possible by internet connectivity. Nor does the existence of a carmaking industry
determine a country’s economic growth. Denmark has among the world’s highest living
standards without a carmaker to speak of. Even as cars roll off Chinese assembly lines, the
economy is spluttering—in part because it has been so distorted by subsidies and state control.

Last, consider the benefits to the environment. Politicians around the world are realising just
what a tall order it is to ask consumers to go green, as a backlash against costly emissions-
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reductions policies builds. evs, too, are currently more expensive than gas-guzzling cars (even if
their running costs are lower). Embracing Chinese cars with lower prices could therefore ease the
transition to net-zero emissions. The cheapest ev sold in China by byd costs around $12,000,
compared with $39,000 for the cheapest Tesla in America.
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What about the risks? The threat to industry from cheap imports is usually overblown. The
lesson from the rise of Japanese and South Korean carmakers in the 1980s is that competition
spurs local firms to shift up a gear, while the entrants eventually move production closer to
consumers. Already, byd is opening a factory in Hungary and many Chinese carmakers are
scouting for sites in North America. Meanwhile the likes of Ford and Volkswagen are racing to
catch Chinese firms. Last year Toyota said a breakthrough in its “solid state” technology would
let it slash the weight and cost of its batteries.

Another worry is national security. Depending entirely on China for batteries, whose importance
to electrified economies will go far beyond cars, would be risky. It is also possible that evs,
which are filled with chips, sensors and cameras could be used for surveillance. (China has
banned even locally made Teslas from some government properties.) But so long as presidents
and spooks can travel in vehicles made in the West or by its allies, there is little reason to fear
consumers sporting Chinese wheels; they can adjudicate personal-privacy concerns themselves
and locally made cars will be easier to inspect.
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Policymakers should therefore curb their protectionist instincts and worry only in the unlikely
event that Western carmakers implode altogether. A hefty market share for Chinese carmakers
that invigorates wider competition, however, is not to be feared. If China wants to spend
taxpayers’ money subsidising global consumers and speeding up the energy transition, the best
response is to welcome it.
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Britain’s worst miscarriage of justice sparks outrage at last
A TV drama shines a spotlight on a Post Office scandal that has been known about for years
Jan 9th 2024

“We’ve just got to trust in the British justice system and everything will be all right.” So says a
wretched Lee Castleton (whose character is played by Will Mellor) in “Mr Bates v The Post
Office”, a new itv drama about hundreds of sub-postmasters who were wrongfully convicted in
an accounting scandal between 1999 and 2015. British justice did not make everything all right
for Mr Castleton. Far from it.

sub-post [4:] B D3R

In 2004, when “Horizon”, a new accounting system operated by Fujitsu, a Japanese technology
firm, showed a loss of £25,859 ($47,397) at Mr Castleton’s branch in Bridlington, Yorkshire, the
Post Office told him to make up the shortfall. He refused; it later became clear that faulty
software had generated errors which he was unable to correct. Mr Castleton took his case to
court. A judge ordered him to pay costs of £321,000, which bankrupted him.

make up the shortfall in one's annual budget -] TH O AR E 24 9
His was one of several hundred cases between 1999 and 2015 in which sub-postmasters were

wrongly accused. More than 700 were convicted of crimes including fraud and theft; hundreds
more were sued in civil litigation. Many were made bankrupt. Four committed suicide. The
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Criminal Cases Review Commission (ccrc), an independent review body, has described the
scandal as “the most widespread miscarriage of justice” it has ever seen.

civil litigation R 353 7A((FIF5F 72 criminal litigation LIS O3~ T DFFFL)

It has also gone on much too long. Only 93 victims have had their convictions overturned, and
according to the ccrc, hundreds of sub-postmasters have still not come forward to appeal. The
drama’s graphic portrayal of how hardworking Britons, many of them beloved figures in their
communities, were falsely accused, and then unable to clear their names for years, has caused
public outrage.

That, in turn, has triggered a panicked response. On January 9th, Paula Vennells, who had been
chief executive of the Post Office for much of the period during which sub-postmasters were
hounded, said she would return her cbe, an honour awarded to her in 2019. On January 10th
Rishi Sunak, the prime minister, said the government would pass a new law allowing those
wrongly convicted to be “swiftly exonerated and compensated”.

Mr Sunak’s move is contentious. Such decisions ordinarily belong to the courts. Critics say that
the government is violating an important constitutional principle—the independence of the
judiciary—in response to public fury. And the law risks exonerating some people who may have
done something wrong. Kevin Hollinrake, the postal minister, said it was not known whether
“90% or 80% or 70%"” of convicted sub-postmasters were innocent. But he also spelled out the
need to move fast and not let a larger injustice go uncorrected.

In one respect the scale of the reaction to the tv drama is surprising. The scandal, in all its
dreadful detail, has been known about for two decades, thanks largely to the eponymous Mr
Bates (Alan, a former sub-postmaster from Wales, played by Toby Jones, pictured, in the
drama.) He first reported his concerns to Computer Weekly, a magazine, in 2004. Private Eye, a
satirical news magazine, and the bbc have also covered the story assiduously.

State institutions have responded, if not with alacrity. In 2020 the Metropolitan Police launched
an investigation (no one has yet been arrested); that same year the government established a
public inquiry, led by Sir Wyn Williams, a former high court justice. In December the House of
Commons passed a new law designed to speed up compensation payments.

House of Commons fEERE TP

But a dramatisation has kicked the establishment into high gear, and not for the first time. In
1966, for example, “Cathy Come Home”, a film about a young couple’s descent into
homelessness, is credited with changing attitudes to that problem. The sheer scale of the Post
Office case, allied to the unpromising raw ingredients of misfiring accounting software, may
have made it hard for people to grasp. By humanising the plight of Mr Castleton and others, “Mr
Bates” has brought home the suffering of ordinary individuals.

Peculiarly enraging aspects to this story have fuelled the anger. The use of private prosecutions,
which need not involve the police or the Crown Prosecution Service, seems to have enabled the
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Post Office to bully sub-postmasters into admitting they were guilty when they were not. The
Post Office still has managerial, though not legal, control of the appeals process.

The government is reviewing the rules around private prosecutions. In the short term it hopes
that a mass exoneration will salve public anger. Criminologists sometimes talk about “signal
crimes”, incidents that change people’s beliefs about their security. Mr Sunak thinks a “signal
verdict” is needed to shore up confidence in the system that let Mr Castleton and others down so
badly. Ideally, Britain’s courts would do their job without interference; facilitating a large group
appeal might have been best. But doing nothing was not an option.

Summary: A new ITV drama, "Mr Bates v The Post Office," sheds light on a long-known
scandal involving the wrongful conviction of sub-postmasters in a Post Office accounting
scandal from 1999 to 2015. The scandal, where sub-postmasters were wrongly accused due to
faulty accounting software, resulted in hundreds of convictions, bankruptcies, and even suicides.
The Criminal Cases Review Commission (CCRC) has called it the "most widespread miscarriage
of justice" it has ever seen. Despite the scandal being known for two decades, public outrage
sparked by the TV drama has led to reactions, including the return of an honor by the Post
Office's former CEO and a government announcement to pass a new law for swift exoneration
and compensation. However, critics argue this move violates the independence of the judiciary.
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Al-generated content is raising the value of trust
Who did the posting will soon matter more than what was posted
Jan 18th 2024

It is now possible to generate fake but realistic content with little more than the click of a mouse.
This can be fun: a TikTok account on which—among other things—an artificial Tom Cruise
wearing a purple robe sings “Tiny Dancer” to (the real) Paris Hilton holding a toy dog has
attracted 5.1m followers. It is also a profound change in societies that have long regarded
images, video and audio as close to ironclad proof that something is real. Phone scammers now
need just ten seconds of audio to mimic the voices of loved ones in distress; rogue ai-generated
Tom Hankses and Taylor Swifts endorse dodgy products online, and fake videos of politicians
are proliferating.
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The fundamental problem is an old one. From the printing press to the internet, new technologies
have often made it easier to spread untruths or impersonate the trustworthy. Typically, humans
have used shortcuts to sniff out foul play: one too many spelling mistakes suggests an email
might be a phishing attack, for example. Most recently, ai-generated images of people have often
been betrayed by their strangely rendered hands; fake video and audio can sometimes be out of
sync. Implausible content now immediately raises suspicion among those who know what ai is
capable of doing.

The trouble is that the fakes are rapidly getting harder to spot. ai is improving all the time, as
computing power and training data become more abundant. Could ai-powered fake-detection
software, built into web browsers, identify computer-generated content? Sadly not. As

we report this week, the arms race between generation and detection favours the forger.
Eventually ai models will probably be able to produce pixel-perfect counterfeits—digital clones
of what a genuine recording of an event would have looked like, had it happened. Even the best
detection system would have no crack to find and no ledge to grasp. Models run by regulated
companies can be forced to include a watermark, but that would not affect scammers wielding
open-source models, which fraudsters can tweak and run at home on their laptops.

forger- (435% . @O F 9)F . BT, LR

Dystopian possibilities abound. It will be difficult, for example, to avoid a world in which any
photograph of a person can be made pornographic by someone using an open-source model in
their basement, then used for blackmail—a tactic the fbi has already warned about. Perhaps
anyone will be able to produce a video of a president or prime minister announcing a nuclear
first strike, momentarily setting the world on edge. Fraudsters impersonating relatives will
prosper.

Yet societies will also adapt to the fakers. People will learn that images, audio or video of
something do not prove that it happened, any more than a drawing of it does (the era of open-
source intelligence, in which information can be reliably crowdsourced, may be short-lived).
Online content will no longer verify itself, so who posted something will become as important as
what was posted. Assuming trustworthy sources can continue to identify themselves securely—
via urls, email addresses and social-media platforms—reputation and provenance will become
more important than ever.

It may sound strange, but this was true for most of history. The era of trusted, mass-produced
content was the exception. The fact that people may soon struggle to spot the invisible hand

of ai does not mean the marketplace of ideas is doomed. In time, the fakes that thrive will mostly
be the funny ones.

Summary:

Al-generated content, easily created with a click, is blurring the line between reality and fiction.
Deepfake technology, generating realistic fake images, audio, and video, poses challenges for
identifying trustworthy information. While humans have historically used shortcuts to detect
falsehoods, Al is evolving, making fakes harder to spot. An arms race between generation and
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detection favors forgers, leading to concerns about a dystopian future with widespread
misinformation and potential harm, such as blackmail and fake political announcements.
However, societies are expected to adapt, prioritizing reputation and provenance over the content
itself. The shift may return importance to who posts content, reminiscent of historical reliance on
trusted sources.
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Charging Israel with genocide makes a mockery of the ICJ
And it diverts attention from the real humanitarian crisis in Gaza
Jan 18th 2024
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Genocide is a uniquely horrific crime. Not because it is the bloodiest: Stalin and Mao killed
many more people in gulags and famines than the nearly 6m Jews murdered by the Nazis. But
the Holocaust was seen as so monstrous that the un adopted the Genocide Convention, promising
never again to allow an attempt to wipe out a group of people, or part of one, simply because of
their nationality, race, religion or ethnicity.

That promise has been repeatedly broken—in Bosnia, Darfur and Rwanda, to name a few. Each
new case brought before the International Court of Justice (icj) in The Hague ought to give the
world a chance to make good on its word and help strengthen the taboo against genocide by
clarifying the obligations of countries to prevent and punish it. Alas, South Africa’s claim that
Israel is committing genocide against the Palestinians, heard by the icj this week, cheapens the
term. It risks weakening the taboo and body of law aimed at preventing it. It obscures the real
worry that Israel’s destructive campaign is breaking the laws of war; and the fact that permanent
occupation is wrong.
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With its case, South Africa is making a mockery of the court. Genocide requires that Israel is
killing people in Gaza simply for being Palestinian. In fact it is targeting Hamas fighters in
response to a deadly attack on its territory. Some far-right Israeli politicians have used hateful
language, but they are not articulating government policy. South Africa has called on the icj to
impose a unilateral ceasefire on Israel, which would leave it unable to defend itself against
Hamas, a terrorist group whose founding charter calls for the killing of Jews. By trying to hold
Israel solely responsible for the death of Palestinians, it is vindicating Hamas’s tactic of fighting
from schools and hospitals in the knowledge that the death of civilians killed in the crossfire will
inflame global public opinion.
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The icj is unlikely to offer a final ruling for years. South Africa’s case is so flimsy that it would
be shocking if its final arguments convince the judges that Israel had committed genocide. But in
the next few weeks they must rule on whether South Africa has a “plausible” claim in order to
decide whether to impose “provisional measures”. This is a lower bar and such a provisional
ruling would be widely seen as a finding that Israel was indeed guilty of genocide, even if the
court were later to rule it was not. Israel would claim it is being treated unfairly, and it would be
right. Instead of restraining Israel in the war, such a provisional ruling might even embolden it to
dismiss all international criticism; Isracl would feel it is damned, no matter what it does.
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It would be even more absurd for the court to order Isracl—but not Hamas, over which it has no
jurisdiction—to cease military operations in Gaza. Israel is still under attack. It would refuse to
give up its right to self-defence, as enshrined in the un Charter. Besides, the only way of
enforcing such a ruling would be through the un Security Council, which America would veto.

South Africa is setting a terrible precedent. Its case is more of a political act than a legal one,
long on theatre and short on principle. After all, earlier this month South Africa rolled out the red
carpet for Sudanese génocidaires. One consequence is that the next time one country accuses
another of genocide, the charges will be easier to brush off, regardless of their merits.

Those appalled by the suffering in Gaza may argue that genocide was the only charge that could
be brought, because the icj has no jurisdiction over other war crimes. Yet the focus on an
implausible crime diverts attention from the possibility that Israel is breaching the laws of war.
These require Israel to distinguish between civilians and combatants and to minimise civilian
casualties by being proportionate in the use of force.

The death toll of women and children raises grave doubts over whether Israel is meeting these
obligations. It may also be failing to meet its duty under the Geneva Convention to provide
medicine and food to civilians in the areas it occupies. As Gaza nears famine, its people do not
need grandstanding, they need food. Israel’s leaders need to realise that if they block supplies,
they will be held accountable by the court of public opinion—the only court available.
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Narendra Modi’s illiberalism may imperil India’s economic progress
Fulfilling his great-power dream requires restraint, not abandon
Jan 18th 2024

“Politics and religion cannot be mixed,” ruled India’s Supreme Court in 1994 in what was then
considered a decisive elucidation of the country’s secular constitution. Tell that to the millions
who on January 22nd will watch Narendra Modi preside over the consecration of a controversial
$220m Hindu temple, in a ceremony that marks the informal launch of his campaign for a third
term as prime minister in elections to be held by May. To the alarm of India’s 200m Muslims,
and many secular-minded Indians, it will mark a high point of a decades-long Hindu-nationalist
project to dominate India.

Even as Mr Modi appears at the temple in Ayodhya in northern India, the other pillar of his
mission continues apace: India’s extraordinary modernisation. The country is the planet’s fastest-
growing major economy and now its fifth-biggest. Global investors toast its infrastructure boom
and growing technological sophistication. Mr Modi wants to be India’s most consequential
leader since Jawaharlal Nehru. His vision of national greatness is about wealth as well as
religion. The danger is that a hubristic Hindu chauvinism undermines his economic ambitions.
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To understand the strange symbolism of Ayodhya you have to travel back in time. Mr Modi’s
once-fringe party, the Bharatiya Janata Party (bjp), built its name by campaigning over the status
of a mosque there from 1990. It organised a rally of Hindu activists in 1992 that led to its
destruction, sparking Hindu-Muslim riots across South Asia.

The lavish Hindu temple that Mr Modi is about to open is built on the site of that destroyed
mosque. For many Hindus this represents the righting of an ancient wrong: the location is also
the mythical birthplace of the Hindu god Ram. Previous bjp leaders, such as Atal Bihari
Vajpayee, downplayed the party’s Hindu-first ideology, known as Hindutva, to win mainstream
support. After ten years in power, Mr Modi, who was implicated in deadly anti-Muslim riots in
2002 when he ran Gujarat state (he was later absolved by the courts), no longer seems so
restrained.
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The bjp’s radicals have been empowered. There have been mob attacks on Muslims. Several bjp-
run states have passed anti-conversion laws. Mr Modi has exacerbated Islamophobia by, among
other things, promoting a citizenship law that discriminates against Muslims. His strongman
style of rule has also featured harassment and attacks on the pillars of India’s old liberal order,
including the press, charities, think-tanks, some courts and many opposition politicians.

anti-conversion laws iz [f] 22 [ 1=

Were Mr Modi and the bjp to win a third term—as seems almost certain—many worry that the
Hindutva project would go further. bjp activists are agitating to replace mosques with temples at
hundreds of other sites. Mr Modi wants to scrap constitutional provisions for Muslim family law.
A possible redrawing of parliamentary districts could see power accrue to the populous Hindi-
speaking and bjp-supporting north, at the expense of the richer industrialised south. Mr Modi,
aged 73, could rule as a strongman for a further decade or more.

The whiplash-inducing reality is that this religious and political struggle is occurring alongside
enormous economic optimism. Growth has exceeded 7% in recent quarters. The country now has
vastly improved transport infrastructure, huge and deep equity markets, stronger banks, massive
currency reserves, a less complex tax system and less corruption. India is at last becoming a
single market, letting firms exploit economies of scale and promising faster business investment.
While manufacturing has yet to take off, industry is starting to couple with global supply chains,
from internet routers to electric two-wheelers. The giant technology-services sector hopes to
make a fortune as companies around the world seek help in adopting artificial intelligence.

The economic record is still far from perfect. The rate of formal job creation is much too low—
one reason Mr Modi has built up digital welfare-schemes for the poor, augmenting his image
among ordinary Hindus as a leader who cares about the downtrodden. India does too little to
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develop human capital and its education system is terrible. Some powerful firms have too much
influence. Yet it is a foundation worth building on.

The question is whether the religious agenda and rapid economic development are compatible.
The answer is yes, but only up to a point. In the past ten years many of Mr Modi’s economic
accomplishments have existed alongside his religious agenda. The bjp’s parliamentary strength
and Mr Modi’s popularity have made it possible to push through difficult reforms, including a
national sales tax. The government’s unity and clout have given investors confidence that policy
is stable, even though civil liberties have been eroded.

up to a point ... [1HFE AL ... H DA FE T

Yet if Mr Modi in his third term were to lurch further towards Hindutva and autocratic rule, the
economic calculus would change. Take the north-south divide. If India continues to grow fast,
the industrialised, wealthy and technologically advanced south is likely to pull further ahead,
drawing labour from the north. But Hindutva holds little appeal in the south, and by pushing it
further while concentrating more power in his own hands, Mr Modi could exacerbate already
rising tensions over internal migrants, tax revenues and representation.
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Or consider economic stability, which depends on the management of the economy by
internationally credible technocrats, not bjp ideologues. You can overdo how much store
companies put by the rule of law—they invested in China for decades. But if decision-making
becomes authoritarian and erratic as Mr Modi grows old and isolated, and if institutions are
weakened, firms will grow warier of deploying huge sums of capital.

As he stands at the ceremony at Ayodhya before admirers and acolytes—the leaders of India’s
new, brash, nationalistic elite—does Mr Modi see this danger? He has in the past: before he was
prime minister he tried to rebrand himself from a Hindu zealot into a pragmatic manager of his
successful home state of Gujarat. With a third term looming, he should realise that, to fulfil his
dream of making India a great power, the balancing-act must continue. It requires restraint, not
abandon. If Mr Modi fails, the hopes of 1.4bn people and the prospects for the brightest spot in
the world economy will be dashed.
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Summary: The article discusses the juxtaposition of Narendra Modi's Hindu-nationalist agenda
with India's economic progress. As Modi prepares for the consecration of a Hindu temple, a
symbol of the Hindu-nationalist project, concerns arise that his religious focus may undermine
the country's economic ambitions. While India boasts rapid economic growth, improved
infrastructure, and technological advancements, Modi's government has faced criticism for its
religious policies, including discrimination against Muslims. The article explores the
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compatibility of Modi's religious and economic agendas and warns of potential economic
consequences if the religious agenda intensifies.

Questions:

1. How does the article describe the coexistence of Narendra Modi's economic
accomplishments and his Hindu-nationalist agenda, and what potential challenges does it
highlight?

2. What concerns does the article express regarding the potential impact of Modi's Hindu-
nationalist agenda on the north-south economic divide in India?

3. In what ways does the article suggest that Narendra Modi's religious focus might impact
economic stability, and why is the management of the economy by credible technocrats
emphasized?
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No feelgood factor

United States
GDP, % change on Consumer sentiment
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Sources: Bureau of Economic Analysis; University of Michigan

Why are Americans so gloomy about their great economy?

Inflation, partisanship and the pandemic have made them glummer than the numbers suggest
they should feel

Jan 14th 2024 | WASHINGTON, DC

“The vibes are off” is a phrase that does not usually appear in rigorous economic analysis but has
cropped up again and again in serious discussions about America over the past year. From an
array of hard data, there is reason to think that people ought to be quite satisfied about the state
of the economy: inflation has slowed sharply, petrol prices are down, jobs are plentiful, incomes
are rising and the stockmarket is strong. But survey after survey suggests that Americans are in
fact quite unhappy. They think that the economy is in bad shape and that President Joe Biden is
mismanaging it. What gives?

The vibes are off It means that something or someone feels suspicious. It’s giving off a bad vibe,
or something feels strange.

Cropup (LHI-GEEZREN) DICHD, FH ERD
hard data N— F - F—&  fig7p [[FEOTE L] F—4

Start with the evidence of gloom. The figure watched most closely by economists for an idea of
what people are feeling is a consumer-sentiment index from the University of Michigan. For the
past two years it has bounced around at levels last seen during the global financial crisis of 2007-
09. Even with an improvement in December, it is still 30% below its recent peak on the eve of
the covid-19 crisis in early 2020.

consumer-sentiment index {HE & FEHERER HEEDORL FA LV N (BBEE~1
R) #7057 — N THREL THERIL L ERKBEEORERIE

Many other surveys are equally downcast. Every week since 2009 The Economist/Y ouGov poll
has asked some 1,500 Americans to assess the economy: nearly half now think it is getting

250



worse, up from about one-third in the decade before covid. Questions focused on Mr Biden’s
record yield even less enthusiasm: two-thirds of respondents to a Gallup poll in November
disapproved of his handling of the economy. And all this despite America outgrowing its large,
developed peers over the past few years.

The fact that so many Americans are so dejected about such a strong economy has spawned a
cottage industry of theories. A first batch argues that they have every right to feel glum: some of
the figures which matter most to their pocketbooks are just not that rosy. Inflation has eroded
their wages. Controlling for consumer prices (one common measure of inflation), average
earnings for private-sector workers are basically stuck at the same level as in February 2020,
right before covid struck.

dejected [/Z] (A - KEHROIRAER - RIF2REN) BB L, BEXIHIL L
cottage industry Z N L%
first batch of ~DFK A DO [ - —FH - £H - —8 - T 41—

More recent baselines are even less flattering. Although few Americans would want to go back
to a world of covid shutdowns, many did receive big benefits from the government’s spending
spree at the time. After-tax personal income is about 15% lower now than in March 2021, when
it was propped up by the massive stimulus package passed by Democrats soon after Mr Biden
took office. Another unflattering comparison with the recent past: the aggressive interest-rate
rises needed to tame inflation have made loans for houses and cars much more expensive.
Housing affordability hit its lowest in decades last year, serving as an easy target for critics of Mr
Biden. The Republican National Committee says Bidenomics is “pricing out millions of people
from the American Dream”.

priced out (be ~) FEEFIRE TEH X2\ [FAHZRN]

However, as the Biden administration is only too keen to point out, there are many things to like
about the current economy. The supposed stagnation in private-sector wages is in fact a
statistical illusion caused by upward bias in the consumer-price index. Use a better alternative—
the personal-consumption expenditures index targeted by the Federal Reserve—and real wages
are roughly on their pre-pandemic trend. At 3.7% the unemployment rate is just a touch above a
five-decade low. Wage growth has been especially strong for low-income Americans.

The s&p 500, an index of America’s leading stocks, has been flirting with record highs.

To judge from the range of indicators—good and bad—Americans do appear to be unduly
pessimistic. Ryan Cummings and Neale Mahoney, two economists who previously served in the
Biden White House, created a simple model to predict the level of the consumer-sentiment index,
drawing on inflation, unemployment and consumption data as well as stockmarket performance.
Their conclusion was that the index has been about 20% lower than where the data suggest it
ought to be. Other models have found a similar discrepancy.

This suggests a second category of explanation: that opinion polling and sentiment surveys may
have a negative bias. Profound partisan hostility is undoubtedly one factor. In their study Messrs
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Cummings and Mahoney calculated that Republican antipathy towards a Democrat-controlled
White House may account for about 30% of the sentiment gap today.

partisan hostility % IR 72 HCE:

Another element may be the tone of news coverage. Ben Harris and Aaron Sojourner of the
Brookings Institution, a think-tank, studied the relationship between economic data and an index
of economic news sentiment. Since 2021 the news-sentiment index has, like the consumer-
sentiment index, been notably worse than what would be expected from the data. And that may
be only scratching the surface. The news-sentiment index, created by the Federal Reserve’s
branch in San Francisco, is based on economic articles in major American newspapers. Throw in
the vitriol that tends to go viral on social-media platforms, and the negative bias might be even
more pronounced.

scratch the surface (D) RmEgl->0n<, REIZEE T D () LEomzE7RT
5. REMIZEH L D
vitriol (TEZ0)R L7283, LA LD EZA

A final explanation is that there may simply be a long lag between the post-pandemic recovery
and feelings about the economy. It has been a topsy-turvy period. The extreme uncertainty of the
covid years—job losses, school closures, bankruptcies and illness—took a toll on people. Many
are still upset by the bruising battle with inflation. Although inflation has moderated, prices are
nearly 20% higher than when Mr Biden took office. The sticker-shock takes some getting used
to. Messrs Cummings and Mahoney estimate that a 10% inflation surge reduces consumer
sentiment by 35 index points in the year it occurs, 16 points in the next year and eight points the
year after that.

topsy-turvy OH %, TH ITH o, WAEAR, HERA R BT

take a toll K& 7o#c®E (1] 2525, K#EFE [KFTE] 2525, KBRE L6
T, ZLDOANMmEED

sticker shock CKFl) fEEROESIZES 2 &

takes some getting used to 1B 25 F TIZA LIFRID 02025

If a similar timeline is now in play, Americans have probably gone about halfway towards
accepting their new higher-priced reality. It also helps that real-income growth has accelerated
over the past year, letting them recover some of their lost purchasing power. The consumer-
sentiment index has been volatile, but it did clearly bottom out in mid-2022—right around the
peak in inflation—and it did also post a solid rise in December, even if it remains low by
historical standards.

“Our theory of the case is that if we can continue to maintain a tight labour market while easing
inflation and delivering real wage gains, that recipe should show up in improved sentiment. And
we think we’re starting to see that,” says Jared Bernstein, chair of the White House Council of
Economic Advisers. The vibes, in other words, may be picking up.
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Summary: Despite positive economic indicators, including slowed inflation, lower petrol prices,
ample jobs, rising incomes, and a strong stock market, surveys reveal Americans' persistent
dissatisfaction with the economy. Consumer sentiment remains low, with various polls indicating
gloominess about economic conditions and disapproval of President Joe Biden's handling of the
economy. A potential explanation lies in negative biases in opinion polling, exacerbated by
partisan hostility and the tone of news coverage. Additionally, the lingering impact of the
pandemic and a delayed adjustment to post-recovery economic realities might contribute to the
discrepancy between objective economic data and public perception.

Questions:

1. How do economic indicators, such as slowed inflation, job availability, and a strong stock
market, contradict the prevailing dissatisfaction among Americans regarding the state of
the economy?

2. What factors, including partisan hostility and news coverage, contribute to the negative
bias observed in opinion polling and sentiment surveys, according to the article?

3. In what ways does the delayed adjustment to post-pandemic recovery contribute to
Americans' gloominess about the economy, and how might real-income growth play a
role in improving consumer sentiment, as suggested by Jared Bernstein?
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A gruelling schedule

Argentina, schedule of debt repayments
to the IMF*, $bn

M Principal ™ Charges and interest

2024 25 26 27 28 29 30 31 32 33
Source: IMF *At December 31st 2023

Gruelling : ~&~&IZFENLD VLW
Principal : (F|-1--FILE D) e, JeA; B4 pE

The fightback against Javier Milei’s radical reforms has begun
Argentina’s powerful trade unions are preparing to strike on January 24th
Jan 14th 2024

Javier milei has wasted no time. Forty-eight hours after taking office on December 10th his
economy minister, Luis Caputo, a former banker, unveiled measures to cut public spending by
3% of gdp. He devalued the peso, pledged to slash subsidies, and eliminated nine of 18
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government ministries. One week later Mr Milei decreed that state-owned companies could be
privatised, price controls eliminated and labour laws reformed.

In the midst of Argentina’s worst economic crisis in two decades, this flurry of activity is
intended to push the budget into surplus (before interest payments) by the end of 2024. The imf,
to which Argentina owes $43bn, has noticed. On January 10th it agreed to restart payouts to the
Argentine treasury, stating that Mr Milei’s government had “moved quickly and decisively” to
“restore macroeconomic stability”. The global elite has noticed, too. Mr Milei’s thundering about
defending “the values of the West” was met with enthusiastic applause by the audience at Davos
in Switzerland on January 19th.

But as well as striving for fiscal rectitude, Mr Milei is doggedly determined to destroy what he
calls “the caste”, a network of corrupt politicians, business cronies, media lapdogs and, most
important, powerful trade unionists. On December 27th he sent a sprawling “omnibus” bill to
Congress, designed to “free the productive forces of the nation from the shackles of the
oppressive state”. It would allow him to rule by decree for two years, change Argentina’s
electoral system and enforce prison terms of up to six years for those who organise protests that
obstruct transport or damage property. All the better to break the caste. One month into Mr
Milei’s presidency, the caste has started fighting back.

Lawyers are furious about plans to fast-track divorces through the civil registry without requiring
their services. Doctors hate a new requirement for them to preferentially prescribe generic
medicines. Arty types are protesting about gutted funds and the closure of the national theatre
institute. Fishermen are cross about permit deregulation. Sugar producers are railing against
plans to remove import tariffs. Football clubs are manoeuvring to escape plans to turn them into
limited companies in order to attract investment from what Mr Milei calls “Arab groups”.

gutted] | lgut (X6 E2K<) | OWELFARTT, NEoblzzx<oils]
EVWOIBBRBIRELT, BRonbh35] LWnor=aT7 U AREEN
national theater [E 75|35

But no one is more affected by Mr Milei’s shock therapy than Argentina’s trade unions, or more
enraged by it. His labour reforms would kneecap them by requiring employees to opt in to union
membership, rather than having dues taken automatically, as they are at present. This would
leave the unions out of pocket.

[out of pocket]| (H M) - 11T - P57 ECO)EEZ L T

They are leading the pushback. The day after Mr Milei vowed to “break the shackles of the
oppressive state” the General Confederation of Labour (cgt), Argentina’s largest union

group, called a national strike for January 24th. That is record-setting time for an Argentine
president to prompt such action. The unions are fighting back through the courts, too. On January
3rd one suspended the chapter on labour reform in the emergency decree, in response to a
request filed by the cgt.
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Trade unions are central to the system Mr Milei seeks to tear down. They are powerful and
enduring, often run like family businesses. The truckers’ syndicate, for example, has had the
same boss, Hugo Moyano, for 36 years. His oldest son is installed as the union’s co-chief. A
daughter and another son sit on the board, while a different son ran a separate union established
for toll workers. He then became a congressman. The family has owned football clubs and runs a
political party. They have been investigated for corruption, money-laundering and fraud, but few
investigations have ended in charges. The Moyanos, who can freeze the transport of food and
petrol around the country, have hitherto seemed untouchable. But Mr Milei seems unfazed.

Markets were initially buoyant about Mr Milei’s plans. Bond prices hit a two-year high after the
emergency decree. But investors are beginning to question the political feasibility of his project.

Union opposition is not the only hurdle. Mr Caputo wants not just to slash public spending but
also to raise annual revenues by 2% of gdp. He would do this by temporarily raising import and
export taxes. He plans to boost the central bank’s foreign reserves, which are $7bn in the red, by
using a crawling peg to the dollar which devalues the peso by 2% every month.

sua—1Y 7« Ry JHlE (Crawling Peg) &%, BRALZ/NEIA, Do, HEEIC,
L2 b BRI 7 (R 2 3% 1 3 ISR - 5 5T B ©, ARG 0I LR E2 T 07
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Contact with the enemy

But Congress has not yet approved the tax rises, and revenues are shrinking. Argentina is in
recession. Last year gdp contracted by 2.7%, estimates the World Bank. Mr Milei’s devaluation
and the lifting of price controls will fuel inflation and deepen Argentina’s recession, at least in
the short term. This combination means that by the time taxes are collected, their worth will have
fallen. Econviews, a consultancy in Buenos Aires, estimates that the government could lose 0.8%
of gdp in tax collection in 2024. Populist bungs have also hurt revenues. In September, before
the presidential election, the Peronist candidate, Sergio Massa—who was also the economy
minister at the time—all but abolished income taxes, which accounted for a good chunk of the
government’s revenues. Even though he voted for the tax cut, Mr Milei now says he wants to
reverse it. He will have to go through Congress to do so.

Many analysts fear that the 2% crawling peg is not enough, as prices rise faster than expected.
Annualised inflation surpassed 211% in December—higher than the rate in Venezuela. The peso
is once again weakening on the country’s black market, which offers a route around currency
controls. If another sharp devaluation looms, prices could rise even more.

It will also be difficult to pass much of the omnibus bill in its current form. Even with the
support of centre-right parties, Mr Milei cannot muster a majority in Congress, which threatens
his tax rises too. He is attempting hardball, nonetheless. Congress, Mr Milei says, can either do
the right thing and pass his law, or dedicate itself “to destroying the lives of Argentines”.

The mastermind behind much of this slash and burn, Federico Sturzenegger, a former central-

bank president who advises Mr Milei, appears to be unflustered. He says the government is only
getting started. In an interview with Bloomberg, he said the administration will send another bill
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to Congress soon to scrap 160 “absurd” regulations. Boldly, he claimed that the only way to
change Argentina’s rotten economic structure is “to disarm it” and “drain it of its resources”.
That will not sit well with the likes of Mr Moyano, his offspring, and the country’s caste.

Summary: Argentina's President Javier Milei, known for radical economic reforms, aims to cut
public spending, devalue the peso, and push the budget into surplus amid the country's economic
crisis. His measures have garnered attention from the IMF and global elite. However, Milei's
ambitious plans face resistance, especially from powerful trade unions. Labor reforms, including
changes to union membership, have sparked nationwide strikes and legal battles. The opposition
extends beyond unions to various sectors, such as lawyers, doctors, artists, fishermen, and
football clubs, challenging aspects of Milei's policies. While initial market optimism has been
noted, questions arise about the political feasibility of Milei's project, with challenges in passing
tax increases and concerns about rising inflation.

Questions:
1. How does President Javier Milei's economic agenda aim to address Argentina's economic
crisis, and what measures has his government taken to achieve fiscal stability?
2. Why are trade unions in Argentina strongly opposing Milei's labor reforms, and what
specific changes in union membership are causing dissatisfaction?
3. What challenges does Milei face in implementing his economic reforms, as mentioned in
the article, and how might these hurdles impact the overall success of his policies?
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Donald Trump is winning. Business, beware
What a second term would mean for American business and the economy
Jan 18th 2024

When donald trump slunk out of the White House in 2021, executives at large American
companies sighed with relief. Now that he has won lowa’s caucuses by a margin of 30 points,
they are digesting the reality that this time next year Mr Trump could be behind the Resolute
desk once again. The Economist has spent the past few weeks talking to these titans. Some are
deeply alarmed by the prospect of Trump 2. But others quietly welcome the chaos trade.

People who run large organisations have to be optimistic. They must find opportunities when
others are panicking. ceos had an uneasy relationship with President Trump, many distancing
themselves from his most outrageous pronouncements and tut-tutting about protectionism, even
as they enjoyed his more conventional policies. Republicans in Congress may have talked about
being the pro-worker party, but in practice they cut business taxes. It was hard for corporate
America to be miserable amid a soaring stockmarket.

tut-tutting [£] 45

If Mr Trump is indeed elected again, those running big firms plan to keep their heads down
(“don’t be Bud Light” is a frequent refrain, after the beer brand fell victim to the culture wars).
They would avoid being dragged onto Mr Trump’s business councils, dodge presidential photo-
ops and get on with making money. True, if Mr Trump did a deal with Russia that ended the war
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and sold out Ukraine, that would be bad for Western civilisation. But it would reduce energy
bills.

business council 72 A\ FH A%
photo op EEE Z M L1 D A& I F LWRFH%Z 5 2 B 0% 5| & D 2 5EICH T 5 i
(FRFERMICHESND)

What’s more, Trump enthusiasts in the c-suite have plenty of grumbles about Joe Biden. Mention
Lina Khan, who oversees the Federal Trade Commission (the antitrust police), or Gary Gensler,
who leads the Securities and Exchange Commission (the Wall Street police), and they inhale
sharply. Mr Biden wants to raise taxes on companies. His administration also wants to go ahead
with the Basel III “Endgame” regulations, which oblige big banks to hold perhaps 20% more
capital on their balance-sheets, sedating animal spirits and damaging profitability.

C-suite [JE] BEBELL~LDOSCEO, CFO, COO R E, BRELZOMEL->TWnWhH L
~JL
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Yet this bullish case for Mr Trump’s economic management is complacent. It fails to recognise
how Trumponomics—a mix of deficit-funded tax cuts and tariffs—would work differently today.
And it ignores the ways in which Mr Trump’s most chaotic tendencies could threaten America,
including its companies.

In his first term the economy did better than many economists (including ours) expected. That
was in part because Trumponomics turned out to be more moderate than the campaign had
promised. The economy was also running further below capacity than thought, making it
possible to cut taxes without stoking inflation. Strong overall growth and low inflation masked
the damage done by Mr Trump’s protectionism.

There is no evidence that Mr Trump has updated his approach: he is still a tax-cuts-and-debt guy.
But the economic conditions have changed. For the past two years the Federal Reserve has been
trying to bring down inflation. Though it has nearly succeeded, the labour market remains tight.
Today 2.8m more 25- to 54-year-olds are in work than would be if the employment rates of
January 2017 had persisted. Then there were 1.3 unemployed workers for every job opening;
today there are only 0.7. As a result the economy is more prone to overheating.

job opening (a ~) FkooZzex | mko. (LFOXKE

The budget is in worse shape, too. In 2016 the annual deficit was 3.2% of gdp and debt was 76%
of gdp. The forecasts for 2024 are 5.8% and 100%, respectively. Should Mr Trump once again
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pursue tax cuts, the Fed will have to hike up interest rates to offset the stimulus, making it
costlier for businesses to raise capital and for the government to service its growing debt pile.

These are the conditions under which Latin American populists bully their central banks to keep
rates low, a practice Mr Trump dabbled in last time. The Fed is supposed to be independent, but
Mr Trump will have a chance to nominate a stooge as chair in May 2026 and a pliant Senate
could indulge him. The risk of more inflation would surge, perhaps exacerbated by more tariffs,
which would also slow growth.

Dabble : F47-9
Pliant W72 V) |27 5
Senate _FPE

On top of that big macroeconomic risk are many others. Firms would not relish further trade
restrictions, but some members of Mr Trump’s circle have floated a 60% tariff on imports from
China. Lots of companies like the federal government’s support for renewable energy (which Mr
Trump calls the Green New Scam). He has promised the biggest deportation scheme in
American history to reduce the number of illegal immigrants in the country. As well as causing
misery, this would be a shock to that tight labour market.

scam [#] G& (EH) FEMK, FEkE(:, EEpaTk

As ever, saying what Mr Trump would actually do is very hard: he has few fixed beliefs, is a
chaotic boss and can reverse position several times a day. In a town hall in Iowa he said he
would be too busy in his second term to seek retribution against his political enemies. That was a
few hours after his own campaign sent out an email with the subject line: “I am your
retribution!” He could recognise Taiwan’s independence, prompting a meltdown in Beijing and a
blockade of the island. Or he could walk away from Taiwan in exchange for China buying more
stuff from America. Businesses often say that what they fear most is uncertainty. With Mr
Trump that is guaranteed.

asever \ N\ O H D X 9|2

This unpredictability could make a second Trump term very much worse than the first. His
administration would lack establishment types like Gary Cohn, once of Goldman Sachs, to
shuffle the president’s in-tray and hide the madder ideas from him. More moments like January
6th are possible, as is a full-on revenge presidency. The idea that in this scenario business leaders
could keep a low profile and focus on ebitda is fanciful. Employees, customers and the press
would demand to know where bosses stood and what they proposed to do. The administration
might in turn take exception to every whiff of criticism.

madder K 2MES 72, FEIE L7z (with) -2 582072, B L vy (with) ; JE&7R

keep [present] a low profile HZ.7272 X 951279 %
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In the long run, the idea that corporate profits can be insulated from societal upheaval is a
fantasy. If Mr Trump is broadly corrupting of American politics, and businesses are seen to
profit from his rule, that poses a big risk to them in the future. In Latin America, when big
businesses have become associated with autocrats the result was usually that capitalism was
discredited and the appeal of socialism rose. That seems unthinkable in America. But so, until
recently, did a second Trump term.

social upheaval (a ~) 2O KIBEL [EhiEL]

Summary
The article you've provided discusses the potential impact of Donald Trump winning a second
term on American business and the economy. Here are some key points and explanations:

1. Trump's Relationship with CEOs:

e After Trump left the White House in 2021, many executives at large American
companies were relieved.

e With Trump winning lowa's caucuses by a significant margin, there's a realization
that he could be back in the White House.

e CEOs had an uneasy relationship with Trump, often distancing themselves from
his controversial statements while appreciating some of his policies.

2. CEO Attitudes towards Trump's Potential Second Term:

e Some CEOs are alarmed by the prospect of Trump returning to office, while
others quietly welcome the potential chaos as a business opportunity.

e CEOs may plan to keep a low profile and focus on making money, avoiding
involvement in Trump's business councils and presidential photo-ops.

3. Concerns about Biden's Policies:

o Some business leaders express concerns about Joe Biden's policies, particularly
the intention to raise taxes on companies.

e The article mentions figures such as Lina Khan and Gary Gensler, expressing
reservations about their roles in overseeing antitrust and financial regulations.

4. Changes in Economic Conditions:

e Trumponomics, a mix of deficit-funded tax cuts and tariffs, may have worked
differently in a second term due to changing economic conditions.

o The Federal Reserve has been working to control inflation, and the labor market
remains tight.

5. Macroeconomic Risks of a Second Trump Term:

o The article outlines potential risks, including the impact of Trump's tax cuts on
the budget deficit, the Federal Reserve's need to raise interest rates, and the
possibility of inflation.

o It highlights the risk of Trump interfering with the independence of the Federal
Reserve.

6. Unpredictability of Trump's Actions:
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e The article emphasizes Trump's unpredictability, suggesting that a second term
could be worse due to a lack of establishment figures to manage his ideas.
o Concerns are raised about potential revenge-driven actions and the
unpredictability of Trump's decision-making.
7. Businesses and Societal Upheaval:
e The article warns that if Trump's rule is perceived as corrupt, businesses profiting
from it may face risks in the long run.
o It draws parallels with situations in Latin America where businesses associated
with autocrats saw capitalism discredited and socialism gaining appeal.
Overall, the article presents a nuanced view of the potential impact of a second Trump term on
American business, highlighting both optimistic and pessimistic perspectives. It also underscores
the uncertainty and unpredictability associated with Trump's leadership style.

DPs

1. How do CEOs in large American companies perceive the potential return of Donald
Trump to the White House, and what strategies are they considering to navigate the
business landscape during a second Trump term?

2. What specific concerns do some business leaders have about Joe Biden's policies,
particularly in relation to figures like Lina Khan and Gary Gensler overseeing antitrust
and financial regulations, and how might these concerns impact corporate decision-
making?

3. In what ways do changing economic conditions, such as efforts to control inflation and a
tighter labor market, influence the potential effectiveness of Trumponomics in a second
term, and what macroeconomic risks are highlighted in the article regarding tax cuts,
budget deficits, and the independence of the Federal Reserve?
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Taiwan general election 2024
Results, January 13th

Presidential election, % of vote

Lai Ching-te
Demaocratic Progressive 401
Party (DPP)

Hou Yu-ih
Kuomintang (KMT)

Ko Wen-je
Taiwan People’s -
Party (TPP)

L_egislature, seats won
M KMT EDPP MTPP 1 NPP* MTSPt 1 Other
0 20 40 60 80 100 113

oo

*New Power Party TTaiwan Statebuilding Party
Sources: Central Election Commission
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You'll be sorry
Weibo posts* about Taiwan estimated to be hostile
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Sources: Weibo; The Economist

Defying China, Taiwan elects William Lai Ching-te as president
It will have to cope with China’s anger
Jan 18th 2024 | TAIPEI

China has no say in Taiwan’s elections, but for months its officials had warned that Taiwan
should not choose William Lai Ching-te of the Democratic Progressive Party (dpp) as their new
president. Mr Lai was a separatist whose election would create a “dangerous situation of high
winds and urgent waves in the Taiwan Strait”, a spokesman for China’s Taiwan Affairs Office
threatened. On January 13th Taiwan’s voters elected Mr Lai anyway, ushering in an
unprecedented third term for the pro-independence ruling party.

So far the Taiwan Strait has remained relatively calm. But Mr Lai may soon face storms at home.
His party has lost its majority in the Legislative Yuan, Taiwan’s parliament. It will struggle to
forge consensus on divisive issues like defence spending and strategy. China already seems to
have identified such domestic divisions as Taiwan’s weak point. Its first statement responding to
the election claimed that the dpp’s victory “does not represent mainstream public opinion” and
promised that it would keep working with “relevant parties, groups and people” within Taiwan to
promote “national unification”.

Most Taiwanese support neither immediate unification nor independence but the current state of
de facto independence. Yet voters are divided over how best to safeguard it. Mr Lai won with
40% of the vote, a sign that a plurality want to continue along his party’s path of strengthening
deterrence and relations with other democracies. Another third of the vote went to Hou Yu-ih of
the Chinese Nationalist Party, or Kuomintang (kmt), who promised to lower tensions through
trade and dialogue with China, based on rejecting Taiwan’s independence. A hefty 26% went to
a third-party challenger, Ko Wen-je, of the parvenu Taiwan People’s Party (tpp).

“Taiwan is telling the whole world that between democracy and authoritarianism we choose to
stand on the side of democracy,” Mr Lai told his victory rally on election night. But vows to
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defend democracy are no longer enough for many voters. Mr Ko’s supporters in particular were
drawn to his focus on domestic issues like housing and wages. Many were young Taiwanese who

9 ¢y

said they disliked the two traditional parties’ “ideological” politics.
Drawnto (be ~) ~IZ5 v, ~IZE) {0 1<} ZELLH, ~I5IE T b6ND

The dpp is already worrying about how to unite the country. From February the parliament will
be split between the three parties, with tpp legislators a potentially decisive vote. The last time
Taiwan had a split assembly and executive was under the dpp’s Chen Shui-bian, president from
2000 to 2008. The kmt-dominated parliament blocked Mr Chen’s proposed military budgets
more than 60 times, eventually forcing him to cut defence spending from a proposed $19.6bn to
$320m. During his campaign Mr Lai warned that opposition lawmakers might block his budgets.

That will alarm America, Taiwan’s main military partner. An unofficial delegation of former
senior us officials visited Taiwan just after the elections. They met not only Mr Lai and the
outgoing president, Tsai Ing-wen, but also Mr Hou, Mr Ko, and the kmt’s party chair, Eric Chu.
Afterwards Laura Rosenberger of the American Institute in Taiwan said that America would
continue to “work across the political spectrum” in the belief that all Taiwan’s parties want to do
“what’s best for Taiwan, regardless of their political affiliations”.

BURHI AT bV (political spectrum) F7ZBHRHRE (FWLZ9.5) Lid, #ixork
BRI O 53115 7 AL LT B | & 1o (0D S 00 JER i
TNHERETHZ LIZL - T, FEROBIE R AHZHEICT 25D TH DL, FEHR
BLAIC X > CEROBRATNTFET 5.

China’s Communist Party seems to disagree. On January 15th its journal Qiushi published a
speech by President Xi Jinping about the importance of winning hearts and minds among ethnic
Chinese worldwide, including “patriotic unification forces” in Taiwan. On January 16th China’s
Ministry of State Security published an article on China’s Anti-Secession Law, calling it a “sharp
sword hanging high” over the heads of would-be separatists, and warning Taiwanese spies that
the dpp might put their lives at risk. The Global Times, a Chinese tabloid, said China would try
to rally Taiwan’s people, distinguishing “compatriots” from “secessionists”.

In the past, Mr Lai was known for being more outspoken in his advocacy of independence than
Ms Tsai. But during the campaign he promised not to declare independence. Taiwan is already
independent in effect, so has no need to declare it, the dpp’s leaders say. Mr Lai’s running-mate,
Hsiao Bi-khim, the island-state’s former representative to America, is known in Washington as a
firm but careful defender of Taiwanese democracy. Together they are rather unlikely to stray
from Ms Tsai’s path of moderation.

That is little reassurance to the Chinese Communist Party, which also hated Ms Tsai. Since she
came to power eight years ago, China has cut off communication with Taiwan’s authorities and
increased military pressure on the island. In August 2022, China sent missiles over Taiwan and
enacted a mock blockade around it after a visit from Nancy Pelosi, then speaker of America’s
House of Representatives. China also sent balloons over the island and reimposed some tariffs on
Taiwanese products in the weeks before the vote. But it did not make a major new show of force.
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That may change in the coming months as China tries to isolate Taiwan internationally and
divide it internally. On January 15th the Republic of Nauru, one of Taiwan’s few remaining
diplomatic partners, said it was cutting ties with Taiwan to recognise the People’s Republic of
China instead. China’s foreign ministry gloated.

Given the fuss China made over Mr Lai, some kind of symbolic military action seems likely.
That would excite China’s online nationalists: an Economist analysis of posts on Weibo, a
microblogging platform, found that hostile posts about Taiwan more than doubled after the
election (see chart). Mentions of “motherland” rose five-fold; “Taiwan independence” jumped
eight-fold. A potential flashpoint is May 20th, Mr Lai’s inauguration day.

Mr Lai did not quite manage to avoid controversy during the campaign. He caused a rumpus by
saying he hoped, against precedent, to see a Taiwan president visit the White House one day.
Such language makes American officials nervous. For its part, China will want to make
Taiwanese citizens feel they have entered more dangerous waters by electing Mr Lai. The
government in Beijing failed to scare Taiwan’s voters into ditching the dpp. It will now try to
make them regret it.

scare [fhE)] (AZ) HinnoES, oLl W EFS, EHES

Summary

In the recent Taiwan presidential election, William Lai Ching-te of the Democratic Progressive
Party (DPP) was elected despite warnings from China, signaling an unprecedented third term for
the pro-independence ruling party. The Taiwan Strait remains calm, but domestically, challenges
arise as the DPP loses its majority in the Legislative Yuan. Taiwan's voters, divided on
safeguarding de facto independence, show varied preferences, with Lai focusing on deterrence,
Hou Yu-ih of the Kuomintang (KMT) advocating trade and dialogue with China, and a
significant vote share going to Ko Wen-je of the Taiwan People’s Party. The DPP aims to unite a
split parliament, but potential divisions may impact defense spending and strategy. China reacts
by asserting the DPP's victory doesn't represent mainstream opinion and emphasizes its
commitment to national unification efforts. Despite Lai's win, concerns arise about internal
divisions and the possibility of symbolic military actions from China in the future.

DPs
1. How has China reacted to the election of William Lai Ching-te as Taiwan's president, and
what specific warnings and threats has China issued regarding the potential consequences
of his presidency, especially in relation to the Taiwan Strait?
2. What are the domestic challenges that William Lai Ching-te may face as Taiwan's
president, particularly considering the loss of his party's majority in the Legislative

272



Yuan? How might these challenges impact Taiwan's stance on issues such as defense
spending and strategy, and how is China exploiting perceived divisions within Taiwan?

3. How do the election results reflect the diverse opinions among Taiwanese voters
regarding the path the country should take, especially in terms of relations with China?
What are the key policy differences between William Lai Ching-te and other candidates,
such as Hou Yu-ih and Ko Wen-je, and how might these differences influence Taiwan's
future actions on both domestic and international fronts?
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Al holds tantalising promise for the emerging world
It could help boost human capital, and ultimately growth
Jan 25th 2024

New technology brings with it both the sweet hope of greater prosperity and the cruel fear of
missing out. Satya Nadella, the boss of Microsoft, says he is haunted by the fact that the
Industrial Revolution left behind India, his country of birth. (Indian manufacturers hardly
enjoyed a level playing-field—Britain was then both their rival and their ruler.) Many
technologies, such as online-education courses, have generated more hype than economic growth
in the emerging world. Some people worry that generative artificial intelligence (ai), too, will
disappoint the global south. The big winners so far seem to be a bunch of Western early
adopters, as well as startups in San Francisco and America’s “magnificent seven” tech firms,
which include Microsoft and have together added an astonishing $4.6trn to their market value
since Chatgpt’s launch in November 2022.
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Yet ai stands to transform lives in the emerging world, too. As it spreads, the technology could
raise productivity and shrink gaps in human capital faster than many before it. People in
developing countries need not be passive recipients of ai, but can shape it to suit their own needs.
Most exciting of all, it could help income levels catch up with those in the rich world.

The promise of ai in developing countries is tantalising. As in the West, it will be a useful all-
purpose tool for consumers and workers, making it easier to obtain and interpret information.
Some jobs will go, but new ones will be created. Because emerging countries have fewer white-
collar workers, the disruption and the gain to existing firms may be smaller than in the West.

The imf says that a fifth to a quarter of workers there are most exposed to replacement, compared
with a third in rich countries.

Tantalising ( (A-E#) Z2)UH7, UH LTHELD D «withy FRENR2WNWE ZAICH D
bOERESTONTYET S
Disruption J&&L, HHr, W, 4732 «to, of»

But a potentially transformative benefit may come from better and more accessible public
services. Developing economies have long been held back by a lack of educated, healthy
workers. Primary-school teachers in India have twice as many pupils as their American
counterparts, but are ill-equipped for the struggle. Doctors in Africa are scarce; properly trained
ones are scarcer. Whole generations of children grow up badly schooled, in poor health and
unable to fulfil their potential in an increasingly global labour market.

As our briefing this week sets out, policymakers and entrepreneurs around the world are
exploring ways that ai can help. India is combining large language models with speech-
recognition software to enable illiterate farmers to ask a bot how to apply for government loans.
Pupils in Kenya will soon be asking a chatbot questions about their homework, and the chatbot
will be tweaking and improving its lessons in response. Researchers in Brazil are testing a
medical ai that helps undertrained primary-care workers treat patients. Medical data collected
worldwide and fed into ais could help improve diagnosis. If ai can make people in poorer
countries healthier and better educated, it should in time also help them catch up with the rich
world.

Pleasingly, these benefits could spread faster than earlier waves of technology. New technologies
invented in the early 20th century took more than 50 years to reach most countries. By

contrast, ai will spread through the gadget that many people across the emerging world already
have, and many more soon will: the phone in their pockets. In time, chatbots will become much
cheaper to provide and acquire.

Moreover, the technology can be tailored to local needs. So far there is little sign that ai is ruled
by the winner-takes-all effects that benefited America’s social-media and internet-search firms.
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That means a variety of approaches could prosper. Some developers in India are already taking
Western models and fine-tuning them with local data to provide a whizzy language-translation
service, avoiding the heavy capital costs of model-building.

Another idea that is also taking off in the West is to build smaller, cheaper models of your own.
A narrower set of capabilities, rather than the ability to get every bit of information under the
sun, can suit specific needs just fine. A medical ai is unlikely to need to generate amusing
limericks in the style of William Shakespeare, as Chatgpt does so successfully. This still requires
computing power and bespoke data sets. But it could help adapt ai in more varied and useful
ways.

Limericks : C U A U v 7 (599958 D 51725V, aabba & 583 2 VEFE 72 55)

Some countries are already harnessing ai. China’s prowess is second only to America’s, thanks
to its tech know-how and the deep pockets of its internet giants. India’s outsourcing industry
could be disrupted, as some back-office tasks are taken on by generative ai. But it is home to a
vibrant startup scene, as well as millions of tech developers and a government that is keen to
use ai to improve its digital infrastructure. These leave it well-placed to innovate and adapt.
Countries in the Gulf, such as the United Arab Emirates and Saudi Arabia, are determined to
build an ai industry as they shift from oil. They already have the capital and are importing the
talent.
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Each country will shape the technology in its own way. Chinese chatbots have been trained to
keep off the subject of Xi Jinping; India’s developers are focused on lowering language barriers;
the Gulf is building an Arabic large language model. Though the global south will not dislodge
America’s crown, it could benefit widely from all this expertise.
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Plenty could yet go wrong, obviously. The technology is still evolving. Computing power could
become too expensive; local data will need to be gathered and stored. Some practitioners may
lack the ability to take advantage of the knowledge at their fingertips, or the incentive to try new
things. Although countries in sub-Saharan Africa stand to gain the most from improvements to
human capital and government services, the technology will spread more slowly there than
elsewhere without better connectivity, governance and regulation.

at one's fingertips (73] f5EICH 5. T <SFOmANIZ, Full, 3 <ITfEx L RH8
T [(AN%Z] BEOEE

The good news is that investments to speed ai’s diffusion will be richly rewarded. Much about
the ai revolution is still uncertain, but there is no doubt that the technology will have many uses
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and that it will only get better. Emerging countries have suffered disappointments before. This
time they have a wonderful opportunity—and the power to seize it.

Summary

The article explores the potential benefits of artificial intelligence (Al) for the emerging world,
emphasizing its transformative power in raising productivity and addressing gaps in human
capital. The promise of Al lies in its ability to enhance public services, particularly in education
and healthcare, in developing economies. Unlike previous technological waves, Al's benefits
could spread faster, aided by widespread smartphone use. The technology can be tailored to local
needs, and various approaches may prosper. Despite challenges, countries like China, India, and
those in the Gulf are already harnessing Al, each shaping it according to their unique
requirements. The article concludes by highlighting the significant rewards that investments in
Al diffusion could bring to emerging countries, presenting a promising opportunity for growth
and advancement.

DPs

1. How does the article suggest that generative artificial intelligence (Al) could positively
impact the emerging world, and what potential benefits does it highlight in terms of
productivity, human capital, and economic growth?

2. What specific challenges and opportunities does the article identify for developing
countries in harnessing Al, and how might the technology be adapted to address local
needs and contribute to improvements in public services, such as education and
healthcare?

3. Which countries are mentioned as early adopters of Al in the emerging world, and how
are they approaching the integration of Al into their economies? Additionally, what
factors are highlighted as crucial for the successful diffusion of Al in developing
countries, and what potential risks or obstacles might slow down its spread, particularly
in sub-Saharan Africa?
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Could Al transform life in developing countries?
Optimists hope it will ease grave shortages of human capital
Jan 25th 2024 | DAKAR, NAIROBI AND SAO PAULO

Twenty-five years ago your correspondent hired a cellphone in Congo. Each day, it cost what a
typical local made in several months. The handset was as heavy as a half-brick and only
somewhat more useful. Practically no one else in Congo had one, bar cabinet ministers and
tycoons, so there were not many people to call. In those days, mobile phones had made no
detectable difference to most people’s lives in the world’s poorest countries.

Today, many farmers in Congo have phones: the number of connections has grown 5,000-fold as
the population has doubled. Mobile devices have transformed lives throughout the developing
world, especially as more and more of them are hooked up to the internet (see chart 1). The 4bn
people who live in low or lower-middle income countries have vastly more access to
information, chat daily to far-off friends and use their phones like bank cards even when they
don’t have bank accounts.
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Could artificial intelligence (ai) bring similarly dramatic changes? There are three main reasons
for optimism. First, the technology is improving fast. Second, it has the potential to spread fast,
too. As usually happens with new technologies, rich countries will benefit first. But if the high
cost of training ai models falls, the expense of providing the technology to the poor could be
minimal. They will not need a new device, just the smartphones that many of them already own.

The third reason is that developing countries have gaping shortages of skilled workers: there are
nowhere near enough teachers, doctors, engineers or managers. ai could ease this shortfall, not
by replacing existing workers, but by helping them become more productive, argues Daniel
Bjorkegren of Columbia University, which in turn could raise the general level of health and
education. Although ai may also eliminate some jobs, the imf predicts that labour markets in
poorer countries will be less disrupted than those in rich ones. Another tantalising possibility is
that ai could help provide fine-grained, up-to-date data about poor places, and so assist in all
manner of development work.

Start with education. A typical sub-Saharan pupil spends six years in school but retains only
three years’ worth of learning, Wolfgang Lutz of the Wittgenstein Centre in Vienna estimated in
2015. A typical Japanese student spends 14 years in classes and absorbs 16 years’ worth of
education. Using a different methodology, the World Bank also finds that education is
spectacularly worse in poor countries than in rich ones (see chart 2).

Tonee Ndungu, an entrepreneur in Kenya, thinks ai could help bridge this gap. He has developed
two apps that he hopes to launch this year. One, called Somanasi (“Learn with me”), is for
children. It allows pupils to ask a talking chatbot questions related to the Kenyan school
curriculum. 7he Economist asked, “How do I work out a percentage from a fraction?” The
chatbot offered a step-by-step worked example.

Machine learning

A chatbot can give undivided attention to each child, at any time of day, and never gets tired (so
long as your phone is charged). It can also be adapted to local cultures. “I never saw an apple till
I was 30,” says Mr Ndungu. “So we say ‘A is for animal.”” The service can be tailored to
different learning styles, too. It might illustrate division by telling children to break a pencil in
half and then again. Depending on how different pupils respond, the ai can figure out whether
this approach works, and fine-tune the way it interacts with them. Some kids want more
numbers; some like stories. The chatbot adapts.

undivided attention R DT

It cannot yet mark homework. But Mr Ndungu’s firm, Kytabu, offers an app for teachers, too,
called Hodari (“Brave”). It lightens their workload by crafting step-by-step lesson plans. It helps
track what pupils understand, by getting each one to answer questions on a smartphone. (One
phone per classroom is enough, he says.)

T A O EL )5 %3 % mark homework
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As far as The Economist could tell from playing with them in a café with good Wi-Fi, the two
apps work well. But the proof will come—and bugs will be fixed—when more people use them
in classrooms and homes. They will be given away to begin with; Mr Ndungu hopes eventually
to charge for add-ons. The more children are enrolled, the cheaper it will be to provide the
service. If half a million were to join, Mr Ndungu predicts the cost per child would fall from
$3.50 a month (not including the phone) to about 15 cents.

Chat GPA

Many entrepreneurs are pursuing similar projects, often using open-source models developed in
rich countries, sometimes with help from charities like the Gates Foundation. The cost of
getting ai to learn new languages appears low. It is already being used to write children’s books
in tongues previously too obscure for commercial publishers to bother with.

GPA &%, [GradePointAverage| D& T, %3 £ H ORGEREM T3 L T ridk
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speak in tongues ¥& 5 % 559

The need is glaring. Developing countries have too few teachers, many of whom have not
mastered the curriculum. A study in 2015 (using data going back to 2007) found that four-fifths
of grade six maths teachers in South Africa did not understand the concepts they were supposed
to teach. Nearly 90% of ten-year-olds in sub-Saharan Africa cannot read a simple text.

Dr Bjorkegren points to recent studies suggesting that big gains are possible even with basic
tech. One analysed an approach under which schools hire modestly qualified teachers and give
them detailed “scripts” for lessons, delivered via tablet computers. Michael Kremer, a Nobel-
prize-winning economist, and others studied 10,000 pupils taught this way in Kenya, at schools
run by Bridge International Academies, a chain of cheap private schools. They found that after
two years on average Bridge students had mastered nearly an extra year’s worth of the
curriculum, compared with pupils enrolled in normal schools. Another study in India found that
personalised computerised instruction was especially helpful for pupils who were far behind.

Using ai in health care is riskier. If an educational chatbot misfires, a pupil might flunk a test; if a
medical one hallucinates, a patient could die. Nonetheless, optimists see great potential. Some ai-
powered medical kit is already widely used in rich countries and is starting to be adopted in
poorer ones. Examples include handheld ultrasound devices that can interpret scans, and a
system for spotting tuberculosis on chest x-rays. Accurate ai translation could also make it easier
for patients and health-care workers in the global south to tap into the world’s medical
knowledge.

Flunk math 205D AL 2 3% & 3
hallucinate £J%. % & = 3

Even imperfect ai tools may improve health-care systems in the developing world, whose
failures cause more than 8m deaths a year, by one estimate. In a study of nine poor and middle-
income countries by Todd Lewis of Harvard and others, 2,000 recently graduated primary
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health-care workers were observed dealing with visitors to clinics. They performed the correct,
essential tasks required by clinical guidelines only about half the time.

For people in remote areas, even a substandard clinic may be too far away or too costly. Many
rely on traditional medicine, much of which is useless or harmful. South African folk healers
sometimes cut patients to rub in toxic powder suffused with mercury, for example. ai tools need
not be infallible to be better than that.

substandard FE¥#ELL T D
healer [4] BT 5 AN, K, #HEBEF

A team at the University of Sdo Paulo is training an ai to answer health-related questions. The
aim is to give a tool to primary-health workers in Brazil, who sometimes have little training.
They are using a database of clinical guidelines from Brazil’s health ministry, rather than the
whole internet, which is full of voodoo health tips. Before the ai can be widely deployed, it must
be tested, tweaked and tested again. Currently, when you ask precise, technical questions, such
as “Is Ivermectin effective in preventing covid-19?”, its success rate is “so, so high”, says
Francisco Barbosa, one of the team. The trouble comes when you ask it something vague, as
humans often do. If you say, “I’ve fallen in the street. How can I get to a pharmacy?”, then

the ai, which may not know where you are, might give terrible advice.
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The ai will have to improve and its users will have to learn how to get the best out of it, says Mr
Barbosa. He is confident that this will happen: “It’s a cliché [to say it], but it’s changing
everything.” Equipping a new hospital costs millions of dollars. Training a new doctor takes
years. If ai helps cheap primary-care workers treat more patients successfully, so that they do not
need to go to a hospital, Brazil can keep its population healthier without spending more.

Brazil has one doctor for every 467 people; Kenya has one for every 4,425. ai could help, says
Daphne Ngunjiri of Access Afya, a Kenyan firm that runs mDaktari, a virtual health-care
platform with 29,000 clients. For a small monthly fee, they can ask for advice when they feel
unwell.

Bard to handle

For a test group of 380 users, mDaktari has added an ai-powered chatbot to the system. It records
their queries, prompts them for more information and presents that information, along with a
suggested response, to a clinician, often a nurse. The clinician reads it and, if the advice is sound,
approves it and sends it back to the customer, perhaps referring her to a pharmacy or a clinic.
Thus, a human is in the loop, to guard against errors, but the ai does the time-consuming
gathering of information about symptoms, enabling the nurse to deal with more patients. If
necessary, the nurse can call the patient. For embarrassing ailments such as sexually transmitted
diseases, some patients prefer talking to a chatbot. It never judges them.
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Virginia, a client from a Nairobi slum whose family subsists on casual labour and backyard
vegetables, says mDaktari is simple and helpful. One time she felt sick, consulted the app, and
was steered to drugs that cleared up what turned out to be a urinary-tract infection. “I can even
contact a [nurse] through my phone and get [an] answer,” she says.

cleared up V5 %
JR#EJEYIE  (urinary tract infection : UTI)

Several firms are testing ai-enhanced medical devices to see how well they work in poor areas.
Philips, a Dutch firm, has a pilot programme in Kenya for a handheld ultrasound with an ai add-
on that can interpret the images it spits out. This helps solve a common problem: lots of pregnant
mothers and not enough people with the expertise to read scans.

Sadiki Jira is a midwife at a rural health facility in Kenya that serves nearly 30,000 people but
has no doctor. He recalls a pregnant patient a couple of years ago whose baby had died in the
womb. She had not realised for several weeks and had only sought help when she started
haemorrhaging. Mr Jira referred her to a hospital, but it was too late: she died.

haemorrhaging((7)) HiiL

Mr Jira now uses an ai-powered scanner. Any midwife can, with minimal training, swipe a
Philips device over a pregnant woman’s stomach. The ai reveals such vital information as the
fetus’s gestational age, whether it is in the breech position and whether there is adequate
amniotic fluid. “It’s easy to use,” says Mr Jira.

gestational age ZEARII H; IEARFFGEUIR; 720G H fhw
breech position -

amniotic fluid F/K

Philips is planning to offer the device and ai together for $1 or $2 a day in poor countries. The
biggest obstacles to its rollout are regulatory, says Matthijs Groot Wassink of Philips. Will
governments allow midwives to handle a process that previously required someone more
qualified? What will happen in places like India, where regulations are especially tight for fear
that people will use ultrasound to identify and abort baby girls?

abort i35

Poorer places collect poorer data. Forty-nine countries have gone more than 15 years since their
most recent agricultural census; 13 have not conducted a population census in that period.
Official numbers, when they exist, tend to flatter the government. For example, a study
compared official estimates of how much maize was being grown on small farms in Ethiopia,
Malawi and Nigeria with the results of painstaking (but rare) household surveys. The official
numbers were much rosier.
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Satellite imagery and machine-learning could improve the quality and timeliness of data in
developing countries, argue Marshall Burke of Stanford University and his co-authors in a recent
paper in Science. Roughly 2.5bn people live in households that depend on tiny plots of land.
Until recently the output of such farms was hard to measure: satellite pictures were not sharp
enough and data drawn from them were too hard to interpret. But by setting ai to work on new
high-resolution images of vegetation, Dr Burke and David Lobell, also of Stanford, were able to
measure crop yields as accurately as surveys do, but faster and more cheaply. This could allow
frequent, detailed analysis of farming practices. How much fertiliser is needed on this hillside?
Which seeds work best in that valley? Such knowledge could transform rural livelihoods, the
authors predict.

vegetation [4] HEY), HAROARFHOESLT WHDOAE
livelihoods 4 &t

So could better weather forecasts. Atmo, an American firm, says its ai-powered weather
forecasts are as much as 100 times more detailed and twice as accurate as a conventional
meteorological bulletin, because the ai processes data so much faster. It is also cheap. “A dirty
secret of meteorology...is that there are vast inequalities,” says Alex Levy, Atmo’s boss.
Forecasts are less detailed or reliable in poor countries. ”The places [with] the most extreme
weather also have the worst forecasts, [so] they are most likely to be surprised and unable to
prepare adequately.” Atmo’s service is being used in Uganda and may soon be deployed in the
Philippines.

weather bulletin 2B [

Population counts in poor countries are rare, because they are costly, and prone to manipulation.
In Nigeria the money each state gets from the central government is tied to its population. This
gives states an incentive to fiddle. In 1991, on a census form with space for up to nine members
per household, some states reported exactly nine members in every one. When the results of the
census of 2006 were published, Bola Tinubu, the governor of Lagos, angrily claimed that its
population was double the official tally. Nigeria has not held another census since. A new
president—Mr Tinubu, as it happens—promises one in 2024.

asithappens - £7-F, 1L <. HWNITL

ai can generate more frequent, detailed estimates of how many people live where—and how
well-off they are. Lights at night are often used as a proxy for economic buzz. Neal Jean of
Stanford and others took day and night images of slums in Africa and trained a convolutional
neural network (a form of machine learning) to predict from daytime images how much light
there would be at night. In other words, ai learnt to recognise the kinds of buildings,
infrastructure and other markers that tend to go with economic activity. It was able to predict 55-
75% of the variation in assets between households.

[Convolutional Neural Network] DEE XL FH2E-7-HiET [BAAL=2—T )L X v b
J—7 | LHAGETIRINET, CNNIZAROMOMREMIE =a—m ) 2 LT
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Such information could help governments and charities assess better the effects of efforts to help
the needy; it could also help companies understand markets. Researchers are avidly trying out
such techniques, but governments have been slow to adopt them, laments Dr Burke. He attributes
this in part to “the potential benefits to some policymakers of not having certain outcomes be
measured”.

ai could also help people deal with the red tape that throttles productivity in so many poor
countries. Registering a property takes 200 times longer in Haiti than in wealthy Qatar, according
to the World Bank. Suppose an ai, which is immune to boredom, were able to fill in the forms
accurately enough to spare humans the chore? In September India launched a chatbot that lets
illiterate farmers pose oral queries about applications for financial aid. Some 500,000 tried it on
the first day.

Deep minefield

ai poses risks to poor countries, too. They are generally less democratic than rich ones, so many
governments will adopt ai surveillance tools, pioneered by China, to monitor and control their
people. They are less stable, so incendiary deepfakes may be more likely to warp politics or
spark violence. Underfunded and inexpert regulators may struggle to impose proper guardrails
against potential abuses.

T 4= 7247 (J:deepfake) L. [EBEFE (deeplearning) | & (A
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And there are big obstacles to deploying ai in the developing world. Access to the internet will
have to improve. Some countries will benefit faster than others. India has 790m mobile
broadband users, plus a universal digital identity system and a super-cheap, real-time payments
system, note Nandan Nilekani and Tanuj Bhojwani, two tech bosses, in Finance & Development.
This, they argue, “puts it in a favourable position to be the world’s most extensive user of ai by
the end of this decade”.

Enormous uncertainty remains about how powerful the technology will eventually prove. But the
potential upside is big enough to warrant a tremor of excitement. In the best-case

scenario, ai could help make whole populations healthier, better educated and better informed. In
time, that could make them a lot less poor.

Summary

Al in Developing Countries: Opportunities and Challenges
1. Optimistic Outlook:
o Rapid improvement in Al technology.
o Potential for widespread adoption, especially in low-income countries.
o Possibility to address shortages of skilled workers.
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DPs

Education Transformation:
o Chatbots and apps enhancing learning experiences.
o Example of Somanasi ("Learn with me") app in Kenya.
e Al's adaptability to different learning styles.
Healthcare Applications:
e Al aiding in medical diagnoses and treatment.
o Examples include handheld ultrasound devices and Al-powered chatbots.
o Potential to improve healthcare systems in remote areas.
Improved Data Quality:
e Al'srole in enhancing data quality for development work.
o Satellite imagery and machine learning for detailed analysis of farming practices.
o Al-generated estimates for population counts and economic activity.

. Weather Forecasting Advancements:

e Al-powered weather forecasts offering improved accuracy.

e Addressing inequalities in forecasting in poorer countries.

e Application of Al-driven weather services in Uganda and the Philippines.
Reduction of Bureaucratic Barriers:

e Al streamlining processes, €.g., property registration.

e Addressing productivity challenges in bureaucratic procedures.

e Introduction of chatbots for oral queries, aiding illiterate farmers.
Challenges and Risks:

e Surveillance concerns with Al adoption in less democratic countries.

o Potential misuse of deepfakes impacting political stability.

e Need for improved internet access for widespread Al implementation.
Overall Potential Impact:

e Tremendous potential for Al to contribute to better health, education, and

information access.
o Enthusiasm for Al's positive impact on reducing poverty in the best-case scenario.

What is the potential role of Al in addressing the shortage of skilled workers in developing
countries, as mentioned in the article?

2. How

does entrepreneur Tonee Ndungu's app, Somanasi, utilize Al to bridge the education gap

in Kenya, according to the article?

3. In what ways does the article suggest that Al could contribute to improving healthcare systems
in developing countries, and what are the potential risks associated with Al implementation in
healthcare?
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Wall Street titans are betting big on insurers. What could go wrong?
How private-markets giants are overhauling the financial system
Jan 23rd 2024

Blackstone listed on the New York Stock Exchange during the summer of 2007. Doing so just
before the global financial crisis was hardly auspicious, and come early 2009 the firm’s shares
had lost almost 90% of their value. By the time the two other members of America’s private-
markets troika rang the bell, Wall Street had been battered. kkr listed on July 15th 2010, the
same day Congress passed the Dodd-Frank Act, overhauling bank regulation. Apollo followed
eight months later. Each firm told investors a similar story: private equity, the business of buying
companies with debt, was their speciality.
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Yet as the economy recovered, private-markets firms flourished—emerging as the new kings of
Wall Street. The biggest put more and more money into credit, infrastructure and property. By
2022 total assets under management had reached $12trn. Those at Apollo, Blackstone

and kkr have risen from $420bn to $2.2trn over the past decade. Thanks to the firms’
diversification, their shares rose by 67% on average during 2023, even as higher interest rates
caused buy-outs to grind to a halt. Private equity has plenty of critics, but the model of raising
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and investing funds—whether to buy companies or lend to them—seldom worries regulators. If
things go wrong, losses are shouldered by a fund’s institutional investors and humiliated fund
managers struggle to raise money again. There is little threat to financial stability.

buyout [#] [{E(0] HIX
grindtoahalt ¥ — L W\WH X LAFEH T TILEDL, RAIEFILTD

The latest development in the industry is upending this dynamic. Private-markets giants are
buying and partnering with insurers on an unprecedented scale, which is transforming their
business models, as they expand their lending operations and sometimes their balance-sheets.
America’s $1.1trn market for fixed annuities, a type of retirement-savings product offered by life
insurers, has been the focus so far. But Morgan Stanley, a bank, reckons that asset managers
could eventually pursue insurance assets worth $30trn worldwide. Regulators worry that this is
making the insurance industry riskier, exposing policymakers and perhaps even the wider
financial system. Is the expansion by private-markets giants a land-grab by fast-and-loose
investors in an important corner of finance? Or is it the intended consequence of a more tightly
policed banking system?

play fast and loose(fTENC)E LNV, BEEN S < 2E 05, UL, § T
HZ 5

Apollo, which has a well-deserved reputation for financial acrobatics, is leading the way. In 2009
it invested in Athene, a newly formed reinsurance business based in Bermuda. By 2022, when
Apollo merged with Athene, the operation had grown to sell more fixed annuities than any other
insurer in America. Today Apollo manages more than $300bn on behalf of its insurance
business. During the first three quarters of 2023, the firm’s “spread-related earnings”, the money
it earned investing policyholders’ premiums, came to $2.4bn, or nearly two-thirds of total
earnings.
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Imitation can be a profitable form of flattery. kkr’s tie-up with Global Atlantic, an insurer it
finished buying this month, resembles Apollo’s bet. Blackstone, meanwhile, prefers to take
minority stakes. It now manages $178bn of insurance assets, collecting handsome fees.
Brookfield and Carlyle have backed large Bermuda-based reinsurance outfits. tpg is discussing
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partnerships. Smaller investment firms are also involved. All told, life insurers owned by
investment firms have amassed assets of nearly $800bn. And the traffic has not been entirely
one-way. In November Manulife, a Canadian insurer, announced a deal to buy cqs, a private-
credit investor.
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Some see such tie-ups as a win-win. In the rich world, a retirement crisis is looming. Defined-
benefit pensions, where firms guarantee incomes for retirees, have been in decline for decades.
Annuities allow individuals to plan for the future. It is a business that life insurers are happy to
hand off to a throng of private-markets buyers. Sales and reinsurance deals free life insurers’
balance-sheets for share buy-backs or other, less capital-intensive insurance activities that are
better regarded by their investors. At the same time, private-markets firms acquire boatloads of
assets and stable fees for managing them.
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But there could be risks to both policyholders and financial stability. The American insurance
industry is mainly regulated by individual states, which lack the speed and smarts of the private-
markets giants. Important standards, such as the capital that insurers must hold, are set by the
National Association of Insurance Commissioners (naic), a body of state regulators. In 2022

the naic adopted a plan to investigate 13 regulatory considerations about private-equity-owned
life insurers, including their investments in private debt and taste for offshore reinsurance deals.
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Others have joined the chorus of concern. In December the imf urged lawmakers to remove
opportunities for regulatory arbitrage by adopting consistent rules on capital standards, and to
monitor systemic risks in the industry. Researchers at the Federal Reserve have argued that life
insurers’ tie-ups with asset managers have made the industry more vulnerable to a shock. The
researchers even compared insurers’ lending activities to banking before the financial crisis.
Bankers, who frequently complain that they are over-regulated by comparison, might be inclined
to agree.

rising chorus of concern /& D7 D E
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Unlike bank deposits, annuities cannot be withdrawn quickly or cheaply by policyholders.
Surrender fees payable for early withdrawals make a “run” on a life insurer unlikely, but not
impossible. Private-markets bosses reckon that this makes insurers ideal buyers of less liquid
assets with higher yields. As such, they are shifting insurers’ portfolios away from freely traded
government and corporate bonds, which make up most of America’s debt market, and towards
“structured” credit, so-called because it is backed by pools of loans.
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Excluding government-backed property debt, America’s structured-credit market totals $3trn in
paper promises, backed in roughly equal proportions by real-estate borrowing and other assets,
including corporate loans bundled together to form collateralised-loan obligations (clos). The
logic of this securitisation is simple: the lower the expected correlation of defaults between risky
loans, the more investment-grade credit can be created for investors.

Collateralized Loan Obligation = — > fHLRFIES:
roughly equal proportion. [ZIX[F U [ L] HI&

According to the naic, at the end of 2022 some 29% of bonds on the balance-sheets of private-
equity-owned insurers were structured securities, against the industry average of 11%. These
assets would not just be harder to sell in a panic; they are harder to value, too. Fitch, a rating
agency, analysed the share of assets valued using “level 3” accounting, which is employed for
assets without clear market values. The average share for ten insurers owned by investment firms
was 19%, around four times higher than the broader sector.

And the biggest asset managers do not just buy private debt, they create it. Some have greatly
expanded their lending activities to fill their affiliated insurers’ balance-sheets. Nearly half of
Athene’s invested assets were originated by Apollo, which has scooped up 16 firms, ranging
from an industrial lender based in Blackburn, in north-west England, to an aircraft-finance
operation formerly owned by General Electric, an American conglomerate. kkr’s tie-up with
Global Atlantic has driven a seven-fold rise in the size of its structured-credit operation since
2020. The role of private-markets firms in securitisation could grow if new banking rules, known
as the “Basel III endgame”, increase capital requirements that banks face for these activities.
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One worry is about how this debt would perform during a prolonged period of financial distress.
Ratings downgrades would mean increased capital charges. High-profile defaults could lead to
policyholder withdrawals. Although the market expects interest-rate cuts in 2024, many floating-
rate borrowers, not least those in commercial property, are still reeling from the effects of higher
payments.
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The market for structured credit is simpler than before the financial crisis (structured securities
backed by other structured securities are, for instance, a thing of the past). Insurers also typically
buy investment-grade tranches created by a securitisation, meaning losses would first be felt by
those further down the “waterfall” of cash flows. But not everyone is reassured. Craig
Siegenthaler of Bank of America says that investors cannot come to a firm conclusion on these
approaches until they have endured a proper stress test. Sceptics also note that regulation
struggles to adjust to financial innovation. Under current rules, the amount of capital insurers
must hold after buying every tranche of a clo can be less than if they had bought the underlying
risky loans, which encourages investments in complex, illiquid products.
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Some firms’ investments look astonishingly illiquid. Consider Security Benefit, an American life
insurer established in Kansas in 1892. In 2017 it was acquired by Eldridge, an investment firm
run by Todd Boehly, whose other properties include Chelsea Football Club. In September nearly
60% of the $46bn of financial assets held on Security Benefit’s balance-sheet were valued at
“level 3”. According to data from s&p Global, the firm’s $26bn bond portfolio contains just
$11m of Treasuries.

Like other insurers, Security Benefit has bought bonds from an affiliated asset manager. Its
holdings include several clos created by Panagram, an asset manager owned by Eldridge.
Security Benefit’s largest such holding is a clo backed by $916m of risky loans. After
securitisation, this pot yielded over $800m of investment-grade debt for the insurer’s balance-
sheet. (The firm says its “long-dated liabilities include built-in features such as surrender
charges, market-value adjustments and lifetime withdrawal benefits that significantly protect
against material adverse cash outflows relative to expectations”, and that it has several billions of
dollars of liquidity available via institutional sources.)

Across the insurance industry as a whole, assessing the risks posed by investments is made
harder by the proliferation of offshore reinsurance. According to Moody’s, another rating
agency, by the end of 2022 almost $800bn in offshore reinsurance deals had been struck. These
involve an insurer transferring risk to another based abroad (sometimes to a “captive” insurer
that it owns). Bermuda, which offers looser capital requirements, is by far the most popular
location for such deals, which disproportionately involve insurers affiliated with private-equity
firms.

Bt [Bf] HEMARES, BEERSH, v 77 0 TIRBRE(CEREZENBI ST
DY) AV HRGIFTAHZ R ET-HHE U TR T AR 4L insurance subsidiary

Last year saw a number of blockbuster reinsurance deals, where life insurers partnered with
private-equity-backed reinsurers. In May Lincoln National announced a $28bn deal with
Fortitude Re, a Carlyle-backed Bermuda outfit. The same month MetLife, another big insurer,
announced a $19bn deal with kkr’s Global Atlantic. Such is the demand for offshore reinsurance
that in September Warburg Pincus, another big private-equity firm, announced that it would
launch its own operation on the island backed by Prudential, an insurer.

In a letter to the naic, Northwestern Mutual, a large life insurer, warned that offshore reinsurance
transactions could decrease transparency and diminish the capital strength of the industry.
Regulators seem to agree, and Bermuda has faced international pressure to tighten its rules. In
November British officials proposed new rules that could limit offshore reinsurance. The month
after, Marc Rowan, boss of Apollo, admitted that some of the industry’s offshoring was a
concern. With Bermuda tightening its restrictions, he worried that some firms would simply
move to the Cayman Islands in order to preserve the opportunity for regulatory arbitrage.

Yet it is Italy, not Bermuda, which has furnished regulators with their most worrying case study.
Beginning in 2015 Cinven, a British private-equity firm, acquired and merged a number of
Italian life insurers. Cinven’s Italian super-group, called Eurovita, had assets of €20bn ($23bn)
by the end of 2021. Rising interest rates then caused the value of its bond portfolio to fall and
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customers to surrender their policies in search of higher-yielding investments. A capital shortfall
meant that in March 2023 Eurovita was placed into special administration by Italian regulators
before some of its policies were transferred to a new firm.

surrendered policy O E L7 MK H 5240

Eurovita’s woes stemmed from poor asset-liability management rather than investments in
private debt. It had especially weak protections to stop policyholders withdrawing money, and
Cinven’s investment was made through a classic private-equity fund, not the partnerships,
reinsurance transactions or balance-sheet deals undertaken by the biggest asset managers.
Nevertheless, according to Andrew Crean of Autonomous, a research firm, there has been a
palpable chilling of European regulators’ attitudes to private equity in the insurance industry
after the debacle.

Should more blow-ups be expected? The speed of the life-insurance industry’s marriage with
private capital makes them hard to rule out. Competition for assets may tempt some private-
markets firms to move beyond annuities to liabilities less suited to their strategies. Should an
insurer collapse, the reverberations could be felt throughout financial markets. Although private
markets have reinvigorated the insurance industry, regulators have reason to worry they are also
making it less safe.

Summary

The article discusses how private-markets giants, such as Blackstone, Apollo, and kkr, are
increasingly entering the insurance sector, particularly through partnerships and acquisitions.
These firms, traditionally associated with private equity, are buying and collaborating with
insurers on an unprecedented scale, transforming their business models. The focus has been on
fixed annuities, a type of retirement-savings product offered by life insurers.

Key Points:

1. Shift in Focus: Private-markets firms are expanding into insurance, focusing on fixed
annuities. Morgan Stanley suggests that asset managers could eventually pursue
insurance assets worth $30 trillion worldwide.

2. Industry Growth: Private-markets firms have grown significantly, with total assets
under management reaching $12 trillion by 2022. Apollo, Blackstone, and kkr have seen
their assets rise from $420 billion to $2.2 trillion over the past decade.

3. Business Models: Apollo, known for financial acrobatics, invested in Athene, a
reinsurance business, and merged with it in 2022. Apollo manages over $300 billion on
behalf of its insurance business, with substantial earnings from investing policyholders'
premiums.

4. Market Dynamics: Private-markets giants are partnering with insurers, with Apollo
leading the way. Other firms like Blackstone prefer minority stakes, managing significant
insurance assets and collecting fees.

5. Potential Risks: Regulators express concerns about private-markets firms entering the
insurance industry, potentially making it riskier. There are worries about the exposure of
the insurance industry, policymakers, and the broader financial system to potential risks.

6. Risks and Regulations: The article highlights concerns from regulators, including the
National Association of Insurance Commissioners (naic), about the risks associated with
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private-equity-owned life insurers. There are calls for consistent rules on capital
standards and monitoring systemic risks.

7. Structured Credit Investments: Private-markets firms are shifting insurers' portfolios
away from freely traded government and corporate bonds towards structured credit. The
article points out potential risks associated with illiquid and harder-to-value assets.

8. Offshore Reinsurance: The industry has witnessed significant offshore reinsurance
deals, with concerns raised about the lack of transparency and potential impact on the
capital strength of the insurance sector.

9. Case Study — Eurovita: The article provides a case study of Eurovita, an Italian insurer
acquired and merged by Cinven. Eurovita faced challenges due to poor asset-liability
management, leading to regulatory intervention.

10. Regulatory Concerns: Regulators are becoming more cautious, particularly in Europe,
after instances like Eurovita. The article raises concerns about potential blow-ups in the
industry due to the fast-paced integration of private capital.

In summary, the article explores the growing involvement of private-markets giants in the
insurance sector, raising questions about potential risks to policyholders and financial stability. It
emphasizes the need for consistent regulations and vigilant oversight as private-equity firms
reshape the landscape of the insurance industry.

DPs

1. How did Blackstone, kkr, and Apollo, three major private-markets firms, weather the
challenges posed by the global financial crisis, and what was the general trajectory of
their growth over the past decade?

2. What significant transformation is occurring in the financial industry as private-markets
giants increasingly engage in partnerships and acquisitions with insurers, and what are
the potential implications and concerns raised by this trend?

3. The article mentions the expansion of private-markets firms into the insurance industry,
particularly in the market for fixed annuities. What are the risks associated with this
expansion, both in terms of potential harm to policyholders and the broader financial
stability, and how are regulators responding to these concerns?
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A new diplomatic struggle is unfolding over Taiwan
It could give China better legal cover for an invasion
Jan 25th 2024 |prague and taipei

The new year has brought no respite from tensions over Taiwan. On January 13th its people
elected an independence-minded candidate, William Lai Ching-te, as their next president,
infuriating China. Two days later it was China’s turn, with its officials announcing that little
Nauru was cutting ties with Taiwan in favour of China. On January 24th the us navy sent a
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warship through the Taiwan Strait, which China described as a “provocative act”. Amid this
drama a new diplomatic battle is intensifying that risks setting the stage for war.

For over 70 years the government in Beijing led by the Communist Party has fought for official
recognition from the world. Lately it has opened up a novel front in this campaign. The party
wants not only to be the sole representative of China, it also wants countries to adopt its view
that Taiwan is an inalienable part of it. Victory in this struggle would give China’s leaders a big
diplomatic cudgel—as well as a legal basis for invading the island.

When Nauru made the jump it became the 183rd country to recognise China. That compares with
around 160 two decades ago and between 80 and 90 three decades before that (when there were
fewer countries). Most big states switched a while back. Britain and many other Western
countries established ties with China in the early 1970s. America, a laggard, did so in 1979.
When it comes to recognition, then, China is winning and has been for a while. Only 11

countries (and the Vatican) continue to formally recognise Taiwan.

step back for a while LI/ 5 < O FEHE% (& <

The new front is more complicated. Those 183 countries view Taiwan in very different ways. At
one end of the spectrum are states that treat the island as a de facto independent country, even if
they don’t recognise it. At the other end are those that endorse China’s claim. The Economist has
analysed Chinese foreign-ministry statements from 2023, all in Mandarin. We assess that at least
28 countries have affirmed China’s view of things. For example in October Pakistan said it
“firmly supports” China’s push for reunification (there is no mention of it being peaceful); a
statement by Syria in September uses similar language. Pushing that number higher is now a
preoccupation of Chinese officials. In their eyes, such support helps China make the case that
unification is justified, by force if necessary.

Most Western countries sit at the pro-Taiwan end of the spectrum—and are moving further in
that direction even as they formally maintain a policy of non-recognition. America has loosened
restrictions on interactions between its officials and those on the island. A trip there by Nancy
Pelosi, then speaker of the House of Representatives, sparked a crisis in 2022. America has
increased military aid to Taiwan. President Joe Biden has even said that America would defend it
from invasion, though his aides often walk back such statements in order to maintain “strategic
ambiguity”.

Perhaps most frustrating to Chinese officials is that America is pulling its allies along with it.
The Biden administration has encouraged countries to “expand engagement with Taiwan”. A
steady stream of Western parliamentary delegations has visited the island. Australia, Britain,
Canada and France have sent warships through the Taiwan Strait (which China calls its territorial
waters). The eu and g7 have made a point of calling for stability in the area.

point of call ZHi#
The Czech Republic has been active in this regard. It has its own history of resisting an

authoritarian power. Now it is embracing Taiwan. Czech parliamentary leaders have visited the
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island with large delegations in tow. Petr Pavel, the Czech president, spoke on the phone with his
Taiwanese counterpart, Tsai Ing-wen, last year. Mr Pavel was also the first European head of
state to congratulate Taiwan on its elections this month. Czech officials say that none of this
implies formal recognition and that their actions are consistent with the country’s one-China
policy. But in China there is a growing sense of crisis, as democratic countries hollow out the
meaning of “one China”, says Fukuda Madoka of Hosei University in Japan.

China has therefore focused its efforts (and economic pressure) on the developing world. Most of
the countries that have affirmed its stance on Taiwan are poor. China has woven its views into
declarations with various groupings of African, Arab, Central Asian and Pacific countries. It has
also promoted them in new forums, such as the “Group of Friends in Defence of the Charter of
the United Nations”, which includes Iran, Russia and North Korea. At a recent group meeting,
China styled itself a “defender of the international order”.

weave a plot (/INiit « Bl72 EO)Yip & AN T 5 fEifk a2 72 < 5

Recently China has claimed that the un itself endorses its view of Taiwan. China points to
Resolution 2758, passed in 1971, which recognised the government in Beijing as the only lawful
representative of China at the un. The measure expelled the representatives of Chiang Kai-shek,
then leader of Taiwan. But it did not mention Taiwan by name. American officials argue that it
leaves the island’s status up in the air. China, though, has successfully pressed countries such as
Nauru to cite the resolution when talking about Taiwan. It scored another victory in January
when Dennis Francis, a Trinidadian diplomat who is serving as president of the un General
Assembly, suggested that the body’s work would adhere to China’s view of things and be guided
by Resolution 2758.

(FHE » 2205 - 8RNI 28 272 E0) HIZHWT, RET, RIRE T, KFR
T, FHRE L7, (o Z D LTV - The plans for the wedding reception are still up in
the air. : & M5HE R 5 OFFENL £ IZRE T,
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So on this front, too, China can claim some success. It has also convinced many countries to
adopt its jargon on things like human rights and development. With Taiwan, the struggle risks
going beyond language. In recent years China has increased its aggressive activity in the Taiwan
Strait, flying planes close to the island. China is changing the status quo militarily and on the
diplomatic stage, says Lai [-Chung of Taiwan Thinktank, a policy outfit. That bodes ill for the
future. As China sees it, the more countries that adopt its view of Taiwan, the more cover it has
to turn words into action.

bode ill for (Z & > TRJK [REFE] ThD

Summary

The article discusses the recent diplomatic tensions surrounding Taiwan, emphasizing a new
front in China's efforts to gain international recognition for its claim over Taiwan. China seeks
not only to be recognized as the sole representative of China but also aims to establish global
acknowledgment that Taiwan is an integral part of China. The article notes that China is making
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progress in this campaign, with 183 countries recognizing China compared to only 11 formally
recognizing Taiwan. The new diplomatic struggle involves countries adopting China's stance on
Taiwan, and at least 28 nations, influenced by Chinese efforts, have affirmed this perspective.
Western countries, including the United States, are increasingly supporting Taiwan, moving
away from the formal non-recognition policy. China has focused its efforts on the developing
world and used economic pressure to garner support. The article highlights China's claim that the
UN, through Resolution 2758, endorses its view of Taiwan, raising concerns about potential
geopolitical implications and the increased military activity in the Taiwan Strait. Overall, the
article underscores the escalating diplomatic battle over Taiwan and its potential ramifications.

DPs

1. How has China expanded its diplomatic efforts to gain international support for its view
that Taiwan is an inalienable part of China, and what are the implications of such
recognition on the geopolitical stage?

2. What role are Western countries, particularly the United States, playing in supporting
Taiwan diplomatically, despite officially maintaining a policy of non-recognition? How
has this stance affected China's efforts to isolate Taiwan diplomatically?

3. The article mentions China's claim that the United Nations (UN) endorses its view of
Taiwan based on Resolution 2758. What is the significance of this resolution, and how
has China used it to influence other countries and international forums?
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Why you should never retire
Pleasure cruises, golf and tracing the family tree are not that fulfilling
Jan 25th 2024

In an episode of “The Sopranos”, a popular television series which started airing in the 1990s, a

gangster tells Tony, from the titular family, that he wants to retire. “What are you, a hockey
player?” Tony snaps back. Non-fictional non-criminals who are considering an end to their
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working lives need not worry about broken fingers or other bodily harm. But they must still
contend with other potentially painful losses: of income, purpose or, most poignantly, relevance.

Snap 7 XTIV H
relevance [£#] WEEREAR L) Bbo, BE (M) . 2%»nY

Some simply won’t quit. Giorgio Armani refuses to relinquish his role as chief executive of his
fashion house at the age of 89. Being Italy’s second-richest man has not dampened his work
ethic. Charlie Munger, Warren Buffett’s sidekick at Berkshire Hathaway, worked for the
investment powerhouse until he died late last year at the age of 99. Mr Buffett himself is going
strong at 93.

work ethics F5fEmEE.

People like Messrs Armani, Buffett or Munger are exceptional. But in remaining professionally
active into what would historically be considered dotage, they are not unique. One poll this year
found that almost one in three Americans say they may never retire. The majority of the nevers
said they could not afford to give up a full-time job, especially when inflation was eating into an
already measly Social Security cheque. But suppose you are one of the lucky ones who can
choose to step aside. Should you do it?

The arc of corporate life used to be predictable. You made your way up the career ladder,
acquiring more prestige and bigger salaries at every step. Then, in your early 60s, there was a
Friday-afternoon retirement party, maybe a gold watch, and that was that. The next day the world
of meetings, objectives, tasks and other busyness faded. If you were moderately restless, you
could play bridge or help out with the grandchildren. If you weren’t, there were crossword
puzzles, tv and a blanket.

restless [[Z] (AD] CobLTWHiuZgwyy, E0dnd 5, Tbtbd s, Kb
EX2KNA

Although intellectual stimulation tends to keep depression and cognitive impairment at bay,
many professionals in the technology sector retire at the earliest recommended date to make
space for the younger generation, conceding it would be unrealistic to maintain their edge in the
field. Still, to step down means to leave centre stage—Ieisure gives you all the time in the world
but tends to marginalise you as you are no longer in the game.

at bay 18V \%&’) HiLT

BEEFRAIRE S (MCI : Mild Cognitive Impairment) & 1%, #WE5ividxdH 5 OO HFHAIEIZ

KRR < LT:% ERFNED I DIRREZ WVNVE T, BREEFRINEE O N IFHEM T 10~
30%DFREEICREATT 5L SN TEY, BAEDRIER & EX LN TWVET,

maintain an edge against ~ (2% DN MEE RO [MERFT 5] | ~K VB TH Y HtlT

%!

316



Things have changed. Lifespans are getting longer. It is true that although the post-retirement,
twilight years are stretching, they do not have to lead to boredom or to a life devoid of meaning.
Once you retire after 32 years as a lawyer at the World Bank, you can begin to split your time
between photography and scrounging flea markets for a collection of Americana. You don’t have
to miss your job or suffer from a lack of purpose. If you are no longer head of the hospital, you
can join Médecins Sans Fronti¢res for occasional stints, teach or help out at your local clinic.
Self-worth and personal growth can derive from many places, including non-profit work or
mentoring others on how to set up a business.

life devoid of hope. {a ~) AL D72\ N4
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But can anything truly replace the framework and buzz of being part of the action? You can have
a packed diary devoid of deadlines, meetings and spreadsheets and flourish as a consumer of
theatre matinees, art exhibitions and badminton lessons. Hobbies are all well and good for many.
But for the extremely driven, they can feel pointless and even slightly embarrassing.

[matinee] [%. B T 25 BIG-CMEEE DNEZ T RFEOHETH D, FFIZ,
FRICBME SN D EEACME O EMLA IR T Z LR %0,

Driven R° 5 &% O, EFX—3 3 VOEV, BRI, BEIZm) - TR ED,
(BEEZEROT-DIZ) Oetex [DREeleb] 128175

That is because there is depth in being useful. And excitement, even in significantly lower doses
than are typical earlier in a career, can act as an anti-ageing serum. Whenever Mr Armani is told
to retire and enjoy the fruits of his labour, he replies “absolutely not”. Instead he is clearly
energised by being involved in the running of the business day to day, signing off on every
design, document and figure.

In “Seinfeld”, another television show of the 1990s, Jerry goes to visit his parents, middle-class
Americans who moved to Florida when they retired, having dinner in the afternoon. “I’m not
force-feeding myself a steak at 4.30 just to save a couple of bucks!” Jerry protests. When this
guest Bartleby entered the job market, she assumed that when the day came she too would be a
pensioner in a pastel-coloured shirt opting for the “early-bird special”. A quarter of a century on,
your 48-year-old columnist hopes to be writing for The Economist decades from now, even if she
trundles to her interviews supported by a Zimmer frame; Mr Seinfeld is still going strong at 69,
after all. But ask her again in 21 years.

force-feed 5| IICE~ME 5 2 5

Summary

The article explores the idea that retiring may not be the best option for everyone and challenges
the traditional view of a structured career leading to a peaceful retirement. It highlights examples
of notable individuals like Giorgio Armani and Warren Buffett's sidekick, Charlie Munger, who

have remained professionally active well into their later years. The piece notes a shift in the
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traditional retirement narrative, with longer lifespans allowing for more diverse and fulfilling
post-retirement activities. While hobbies and leisure are valuable, the article argues that staying
actively engaged in meaningful work or contributing to social causes can provide a sense of
purpose and personal growth. It suggests that the depth of being useful and the excitement of
staying involved can act as an anti-ageing element. The article concludes by expressing the
author's hope to continue writing for The Economist in the future, challenging the conventional
concept of retirement.

DPs

U

How does the article challenge the traditional view of retirement, and what examples are
provided to support this perspective?

"1 What reasons are mentioned for individuals choosing not to retire, and how does the article
emphasize the potential benefits of staying actively engaged in meaningful work or social
causes?

"1 In what ways does the article discuss the changing dynamics of post-retirement life,
considering longer lifespans, diverse activities, and the pursuit of personal growth and purpose?
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Hong Kong is becoming less of an international city
As foreigners leave, people from the mainland are taking their place
Jan 25th 2024|hong kong

Vegan restaurants do not usually serve beef. But 2084, a plant-based joint in Hong Kong’s New
Territories, hopes doing so will help it attract more customers this year. “All the expats are
gone,” says Naz Farah, the owner. “Now a lot of mainland Chinese are coming and they don’t
like vegan food.” Across the road a once-popular Western takeaway has already closed. A
bustling Chinese restaurant stands in its stead.

The demography of Hong Kong (with a population of 7.5m) is changing as the city tries to
reverse a brain drain that has seen around 200,000 workers leave in recent years. In 2023 the
government lifted strict pandemic controls and announced a slew of new visa schemes. But this
“trawl] for talent”, as the city’s chief executive, John Lee, calls it, has netted a rather homogenous
catch. The city granted just 8,000 visas to Westerners between January and November 2023. Ten
times as many went to people from mainland China.

Net 155
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Westerners appear less interested in Hong Kong as a place to live. Many left because of covid-
19. But they also complained of China’s tightening grip on the territory. Those who still desire to
move there for work have struggled to find jobs owing to the city’s slow economic recovery and
changing language requirements. “Every job I applied for required Mandarin, especially in law,”
says a woman who trained as a lawyer in Britain, but moved to the city to work as a financial
analyst. “Now all the business and corporate work is Beijing-focused. Singapore is really the hub
for international work in Asia.”

People from the mainland see things differently. To them Hong Kong offers more freedoms and
still has an international feel. When his wife became pregnant, Barry He, a trader in Beijing,
successfully applied for a Top Talent Pass visa, which aims to entice high earners and graduates
of the world’s best universities. “I think this scheme will give me an opportunity to see the
international job market,” he says, adding that he hopes his child will also benefit from a better
education. Of the 60,000 Top Talent visas approved between January and November last year,
95% went to people from the mainland.

Previous waves of Chinese immigrants to Hong Kong came mostly from the southern part of the
country. They often spoke Cantonese and integrated quickly. But the latest influx comes from all
over the mainland, says Eric Fong of the University of Hong Kong. “Integration, if it occurs,
may take longer than in the past.” Hong Kongers, protective of their distinct identity, are not
always the most welcoming bunch. When a group of mainland children was spotted squatting on
a train platform last year (as is customary in parts of China), locals poked fun at them on social
media.

The newspaper poked fun at the president's new dog. : = O RIX, KFEOH LA X & %
2T ol

But the environment is changing. Mandarin is increasingly the language of choice in boardrooms
and in the street. Yew Chung Yew Wah Education Network, a leading international-school
chain, plans to offer the mainland curriculum by 2026. And in more troubling ways Hong Kong
is looking more Chinese. A national-security law imposed on the city by the government in
Beijing has dismantled local democratic institutions. Some residents think that the authorities are
actively trying to replace more liberal residents with mainlanders.

Some of these changes cut at the heart of what makes Hong Kong attractive not just to
foreigners, but to mainland Chinese. The territory’s appeal is that it is not just another Chinese
city. But as the government in Beijing draws it closer, that image is fading. For expats like Ms
Farah, it may already be too late. “There’s no connection, no community left,” she says. “I
always used to say I would never leave Hong Kong. But now I’'m losing hope.”

draw closer to # V) % %
Summary
The demographic composition of Hong Kong is undergoing a shift as the city attempts to reverse

a brain drain. Around 200,000 workers left in recent years, and the government's efforts to attract
talent have primarily resulted in an influx of people from mainland China. Westerners, especially
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those concerned about China's increasing influence and Covid-19-related issues, show decreased
interest in Hong Kong. The slow economic recovery, changing language requirements, and a
shift of business focus to Beijing have made it challenging for Westerners to find jobs. In
contrast, mainland Chinese individuals see Hong Kong as offering more freedoms and an
international atmosphere. The city's visa schemes, such as the Top Talent Pass, have primarily
benefited mainlanders. However, concerns arise about integration due to differences in language
and cultural backgrounds. The imposition of a national-security law has altered Hong Kong's
appeal, leading to challenges for both foreigners and mainlanders.

DPs

1. How is the demographic landscape of Hong Kong changing, and what factors are
contributing to this shift?

2. What challenges are Westerners facing in Hong Kong, and why are fewer Westerners
choosing to live and work in the city?

3. How do mainland Chinese individuals view Hong Kong, and what incentives or visa
schemes have attracted them to the city? Additionally, how has the imposition of the
national-security law impacted the local environment and residents' perceptions?
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Giorgia Meloni’s not-so-scary right-wing government
Liberal fears have so far proved overblown
Jan 24th 2024

People like labels, and it has always been easy to attach them to Giorgia Meloni, prime minister
of Italy since October 2022. She has routinely been dubbed a neo-fascist by her political enemies
in Italy and by alarmed liberals across Europe. It doesn’t help that her party, the Brothers of
Italy, descends in part from a post-war neo-fascist group, or that its party symbol includes a
tricolour flame with questionable antecedents. In the run-up to the election she won, the spread
between Italian and German government debt widened, owing to fears that she would pick fights
with Brussels and maybe even destabilise the euro itself. She might, critics feared, team up with
Hungary’s strongman, Viktor Orban, the nationalist right in Poland and Marine Le Pen in France
to cause all sorts of trouble. But 15 months in, Ms Meloni seems to be conventional rather than a
wrecker.

Consider, first, all the things that have not happened. Social policy has remained unaltered,
despite the Brothers’ hostility to abortion and gay civil unions. It is true that there has been no
progress towards gay marriage or same-sex adoption; but neither has there been any backsliding,
despite this being Italy’s most right-wing government since the second world war. Italy’s first
female prime minister does not profess to be a feminist, but she is a tough single mother who
unceremoniously dumped her partner for propositioning his female colleagues.
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Nor has Ms Meloni been a thorn in the flesh of her fellow European leaders or the legions of
bureaucrats in Brussels whose job it is to worry about the stability of the euro and indeed the
European Union itself. Lo spread has shrunk back to around 1.5 percentage points, and the
markets show no sign of jitters, despite Italy’s feeble growth. She has not teamed up with Mr
Orban or other populists to block eu decision-making, nor attracted the censure of the eu’s rule-
of-law watchdogs. On Ukraine she has been admirable, sending money and arms despite Italy’s
traditional ties to Russia. Fears that Italy would take a nasty turn towards xenophobia have
proved unfounded, despite a sharp rise in the number of asylum-seekers arriving by boat.

thorn in the flesh §a ~) M TEHELOWHNEDHD, KA ADFE, BOEDOZ 5
fBEAF S (LO) EERZfRET 28 HENL, & LM UTZEn & 0 AFIEE: TRE
T 5L,

A7 Ly R HGOEEORE, g2, FEZ0Z &, b nnEd, 2950
TR 2R ZEIZIEH LT, Bl &Extgz a8, BlEmhHExtReiEsrRyy a
VERDHZET, FEEL D LT AHFEE X7y REIGl) 72k, TEERS]
7= 7= [YYERD] LWNET,

Could Ms Meloni be a sign that the populist right is not always so bad once in office? True, Mr
Orban has never changed his autocratic spots, and neither did Poland’s Law and Justice party,
which voters kicked out in October. It would also be rash to assume that a President Le Pen or, in
the Netherlands, a Prime Minister Geert Wilders (a more imminent prospect) would cleave to the
mainstream as Ms Meloni has. And yet the Sweden Democrats, an anti-immigrant party, have
not done anything terrible since lending support to the ruling bloc in Stockholm. All in all, Ms
Meloni makes an encouraging data point: the so-called far right in Europe can turn out in office
to behave like run-of-the-mill conservatives.
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That does not mean everything is sunny in the land of /a dolce vita. Ms Meloni has some bad
ideas about constitutional changes that would bolster the power of the prime minister—though
those are still for the future. There are also worrying signs that she is at heart no economic
reformer, unlike her predecessor, Mario Draghi. Italy’s growth problems are systemic. The new
government has shown little interest in promoting competition, played with the idea of a big
windfall tax on the banks before dropping it and is seeking to diminish the role of foreign
investors on Italian boards. The deficit is ballooning, and the oecd this week warned that
spending cuts and tax rises will be needed, a call that will fall on deaf ears. That is disappointing,
but resistance to reform in Italy is long-standing. In this, too, Ms Meloni belongs to her country’s
mainstream.

windfall profits tax CK) EIEFE~OFREL
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Summary

The article discusses Giorgia Meloni, the Prime Minister of Italy, who, despite initial fears and
labels of being a neo-fascist, has proven to be more conventional than expected. Concerns that
her right-wing government would challenge Brussels, destabilize the euro, or align with populist
leaders like Viktor Orban have not materialized. Social policies, including controversial issues
like abortion and gay civil unions, have remained unchanged. Meloni has shown no disruptive
behavior on the international stage, with positive contributions on issues like Ukraine. The article
acknowledges concerns about Meloni's economic policies and resistance to reforms but
emphasizes her adherence to Italy's mainstream despite her right-wing label.

DPS

1. How has Giorgia Meloni, the prime minister of Italy, defied expectations and disproven
some of the initial fears surrounding her right-wing government, particularly in terms of
social policies and international relations?

2. Despite Giorgia Meloni's relatively conventional approach in office, what concerns and
challenges does the article highlight about her government, especially regarding
constitutional changes, economic reform, and Italy's systemic growth problems?

3. The article mentions the positive behavior of the so-called far right in Europe when in
office, using Giorgia Meloni as an example. How does the article caution against
generalizing this observation and what other examples are cited to support or challenge
the notion that populist right-wing leaders can behave similarly to mainstream
conservatives once in power?
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How the border could cost Biden the election
To keep Trump out of power, the Democrats need to make an offer on immigration policy
Jan 25th 2024

Donald trump’s mother came from Tong (population 500), a remote Scottish settlement that was
once in Viking territory. His grandfather came from Kallstadt (population 1,200), a Bavarian
village that produced the Heinz family. Joe Biden’s ancestors came from Ireland and England. In
America everyone is from somewhere else—even Native Americans, though they have been
there much longer than anyone. Such is the country’s appeal that 160m adults around the world
say they would move there, too, if only they had the chance. That is many millions more than
most Americans are willing to allow in.

allow in 32 17 AfL 5

This mismatch is at the heart of the issue that could cost President Biden the election. In 2016 Mr
Trump rode “border chaos” all the way to the Republican nomination and then on to the
presidency. At the time, he campaigned as if record numbers of migrants were coming across the
border illegally. That was not true then, but it is now.

There were nearly 250,000 attempts to cross the southern border in November alone. Most of the
newcomers will have sought asylum and been released into America to wait years for their
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claims to be adjudicated. Since Mr Biden became president, over 3.1m border-crossers have been
admitted. That is more than the population of Chicago. At least a further 1.7m have come in
undetected or overstayed their visas. Republican governors have paid for migrants to go to places
run by Democrats, forcing the problems of the southern border northward. Their experience
helps explain why voters trust Republicans to deal with border security by a margin of 30 points.
It is the party’s biggest lead on any issue.

This is not all Mr Biden’s fault. When America’s labour market is tight the incentive for people
to head there illegally increases. That is why the numbers went up under Mr Trump too, until
covid-19 came along and fixed the problem for him. When travel became possible again in 2021,
pent-up demand resulted in a surge of people across the southern border. More than half of
border-crossers are from countries beyond Mexico and the northern bit of Central

America. Venezuelans make up the biggest part of this group. But tens of thousands now fly into
the Americas from Russia (43,000 in the year to September 2023), India (42,000) and China
(24,000) and then attempt a crossing. Often it is impossible to return them. China will not take
back its nationals if their applications are rejected.

pent-up (UEfE2Y) PACIAD LT, 9o/ L7, il Sz

However, some of the blame lies squarely at Mr Biden’s door. Mr Trump’s language about
Mexico sending rapists across the border and his cruel separation of children from their parents
as a deterrent, along with his plan to build the wall, radicalised some Democratic policymakers
on immigration. They thought public opinion was on their side. Voters did indeed revolt against
Trumpism and while he was in office support for immigration reached a new high. When the
new Democratic administration took power its instinct was to do the opposite of whatever Mr
Trump had. Work on the border wall stopped. Democrats ditched the remain-in-Mexico policy,
which obliged asylum-seekers to stay south of the border until the authorities decided on their
applications. Predictably, illegal immigration surged.

deterrent 17 5. k95, 5l&1EDD, BULITF3nE5, EEHIED

Since the midterms in 2022, Mr Biden has quietly adopted some of Mr Trump’s policies. He has
agreed to fill gaps in the wall. Asylum-seekers who try to cross undetected will, with a few
exceptions, automatically have their applications rejected. They must apply online before
showing up. Yet Americans are unaware of these efforts, partly because Mr Biden is loth to draw
attention to his triangulation, lest his own side turns on him.
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The president’s room to do one thing while saying another is running out. The House of
Representatives has paired a stringent immigration bill with funding for Ukraine’s war. The
administration resents this, because support for Ukraine makes economic and strategic sense for
America regardless of the country’s policy on immigration. That is an error. Instead, in a system
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in which both parties use the leverage available to them, Mr Biden should see this as an
opportunity.

Some of the Republican demands on immigration are sensible. Most migrants without visas who
cross at the southern border do not crawl through the desert. They find a Border Patrol agent and
present an asylum claim. They must then pass what is called a “credible fear” interview.
Republicans want to raise the threshold for what counts as credible fear. That is a reasonable
aim. Under Mr Biden’s rules, a fear of gang violence counts as a ground for being let in. Contrast
that with Spain, which rejects this test even though it has a socialist prime minister.

NFE, ., BIEHEBERZEZHA L L GREICBELZZT, I ba#HEAE LT
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Once that first test is passed, immigrants are typically released awaiting a court date years in the
future, because immigration courts are overstuffed with cases. The average wait for a hearing is
over four years. Appeals can add to the delay. Democrats would like money to hire more officers
to process claims and more judges to speed through the backlog of cases. That is reasonable, too.

There ought to be a deal here. Yet each party mistrusts the other’s motives. Republicans say they
will not give more money to an administration they cannot trust to enforce immigration laws.
Instead they are trying to impeach the secretary of homeland security. Democrats look at
Republican demands, such as that families coming into the country can be detained indefinitely,
and conclude that negotiations are being set up to fail and are therefore really a weapon against
Mr Biden. The odds are that both parties will choose campaigning over dealmaking.

The odds are (that) ....; Odds are (that) ... [EIE] BZ5<. . . . 72595,

Don’t forget the multitudes

That should worry Mr Biden. Our reporting from the Mexican side of the border suggests that, if
people believe Mr Trump will win, many more will try to cross into America before he is
inaugurated. Insecure borders weaken support for legal immigration and boost restrictionist
parties. Immigration could bring Mr Trump back to the White House, from where he might pull
America out of the refugee convention of 1951, causing it to collapse. Mr Biden should call the
Republicans’ bluff, roll up his sleeves and set out to fix the border. That would be the right thing
to do. It would also help his prospects.

call the Republicans’ bluff (ADIX->72Y - ZiIFBE LR LI LT ChdboOR
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Summary

The article highlights how the issue of border security and immigration policies could potentially
cost President Biden the election. It discusses the surge in attempts to cross the southern border,
reaching nearly 250,000 in November alone, and the challenges posed by a large number of
migrants seeking asylum. The article notes that the Republicans hold a significant lead in voter
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trust on border security issues. It acknowledges that the problem is not entirely Biden's fault but
suggests that some blame lies with his administration's decisions, including the abandonment of
certain Trump-era policies. The article emphasizes the need for bipartisan cooperation and a
sensible immigration deal to address the challenges at the border and improve Biden's electoral
prospects.

DPs

1. What is identified as the central issue that could impact President Biden's chances of re-
election?

2. How does the article describe the recent surge in attempts to cross the southern border,
and what factors contribute to this increase?

3. According to the article, what are some of the challenges and criticisms faced by
President Biden's administration in relation to immigration policies, and how does it
suggest a potential way forward through bipartisan cooperation?
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Vietnam needs a new leader
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Doubts about the health of Nguyen Phu Trong have become a political liability
Jan 25th 2024

Most asian countries look on growing competition between America and China with trepidation.
Vietnam sees opportunity. The country of 100m is friendly with both superpowers. And, because
of its strategic location on China’s southern border and its 3,000km coastline, both are courting
it. Last year it was the only country to receive both Xi Jinping and Joe Biden on state visits. It
marked this by upgrading its ties with America, which has supplied Vietnam with coastguard
vessels, to the same status it affords China and Russia.

This is an adroit balancing act, from which the country stands to gain both politically and
economically. America’s effort to decouple its economy from China’s is leading foreign
investors in China to move some of their operations elsewhere. And Vietnam is benefiting more
from this form of de-risking (known as “China +1”) than any other Asian country.

Its hunger for foreign investment and its low labour costs make it seem like China 20 years
ago—only with less bullying and less pilfering of intellectual property. Yet its strong ties with
China make the shift look less like a challenge to the Asian giant than a regional win-win, partly
because manufacturers based in Vietnam rely heavily on Chinese components. In the first three
quarters of 2023, Vietnam attracted twice as much foreign direct investment, as a share

of gdp, as Indonesia, the Philippines or Thailand.

They should learn from Vietnam’s example, which builds on 40 years of opening. When its
Leninist ruling party ditched collectivism in the mid-1980s the Vietnamese people were starving.
Their annual income per person has since grown six-fold, to $3,700, as trade and investment
have soared. Even before Sino-American relations soured, Vietnam was attracting investors put
off by China’s rising labour costs. More recent arrivals, including big brands such as Apple and
Samsung, are helping it climb the value chain. Its biggest exports to America are no longer
textiles but high-tech products such as iPhones. The country’s ruling party, now communist only
in name and opacity, plausibly aspires to make Vietnam a rich country by 2045.
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That leaves little room for missteps, however. And there are big risks to Vietnam’s tigerish
emergence. Its geopolitical sweet spot may not last—especially if Donald Trump returns to
power and takes exception to the size of America’s bilateral trade deficit with it. Its coastline and
southern delta region are vulnerable to climate change. The beneficial demography underlying its
growth is weakening; in a little over a decade its working-age population is predicted to start
declining. And, for all its rulers’ pragmatism, their resistance to political reform is a growing
handicap.

leave little room for ~DORHMNIT L A E7/2 0
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That was highlighted earlier this month when the party’s 79-year-old general secretary and
paramount leader, Nguyen Phu Trong, disappeared from public view. Social media lit up with
rumours that he was dead and with speculation about his successor. Mr Trong has reappeared yet
uncertainty over his health and succession will continue. Investors were already complaining of a
slowdown in project approvals owing to the effects of an anti-corruption drive, which last year
led to the sacking of the country’s president, who was number three in the hierarchy. As senior
apparatchiks fret over a post-Trong future, decision-making could grind to a halt.

light up ~ with ... T~Z M & L7
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Mr Trong, whose position is not up for review until 2026, should end the uncertainty. The party
would ideally introduce internal democracy, as a step towards the real thing. That may be too
much to ask. Yet the general secretary should recognise the risk he has become to Vietnam’s
prospects. He should step aside and allow the party to select a pragmatic successor.

Summary

Vietnam strategically navigates the rivalry between the US and China, receiving both Xi Jinping
and Joe Biden on state visits and upgrading ties with both powers. The country benefits from the
"China +1" trend as foreign investors seek alternatives to China, leading to increased foreign
direct investment (FDI) and economic growth. Vietnam's successful economic model, which
shifted from collectivism in the 1980s, draws attention, but challenges include geopolitical
uncertainties, climate change vulnerabilities, and a potential decline in the working-age
population. The recent health concerns over the 79-year-old leader, Nguyen Phu Trong, raise
uncertainties about Vietnam's political stability and economic decision-making. The article
suggests Trong should address the uncertainty by stepping aside and allowing the party to choose
a pragmatic successor.

DPs

1. What geopolitical advantage does Vietnam hold, and how has it positioned itself in the
growing competition between the United States and China?

2. What are the economic factors contributing to Vietnam's success, and how does it
compare to other Asian countries in terms of foreign direct investment?

3. What are some of the risks and challenges facing Vietnam's emergence, and how has the
uncertainty regarding the health of Nguyen Phu Trong impacted the country's political
and economic landscape?
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The end of the social network
As Facebook turns 20, social apps are being transformed
Feb 1st 2024

Facebook may be turning 20 on February 4th, but it is just as much of a magnet for controversy
and cash today as when it was a brash, break-everything teenager. On January 31st Mark
Zuckerberg, the social network’s founder, was harangued by American senators over the spread
of harmful material. The next day he announced another set of glittering results for Meta,
Facebook’s parent company, which is now valued at $1.2trn. Yet even as social media reliably
draw vast amounts of attention from addicts and critics alike, they are undergoing a profound but
little-noticed transformation.

The weird magic of online social networks was to combine personal interactions with mass
communication. Now this amalgam is splitting in two again. Status updates from friends have
given way to videos from strangers that resemble a hyperactive tv. Public posting is increasingly
migrating to closed groups, rather like email. What Mr Zuckerberg calls the digital “town
square” is being rebuilt—and posing problems.
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