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America’s House of Representatives backed Barack Obama’s plan to arm and train rebels in Syria in their fight against Islamic State extremists. Mr Obama says America will not get involved in ground combat; its main contribution will be air strikes. But General Martin Dempsey, chairman of the Joint Chiefs of Staff, hinted that American troops could embed with Iraqi soldiers in their battle against IS. Earlier, 27 countries, including Arab states, met in Paris to pledge military assistance to defeat IS “by all means necessary”. See article

David Haines, a British aid worker captured in Syria, was beheaded by IS, the third Westerner to be murdered by the group. It is threatening to do the same to another Briton, Alan Henning, a volunteer who drove aid to refugees.



Police in Australia carried out their biggest ever anti-terror raids arresting 15 people after IS called for a campaign of random public beheadings in the country. The Australian government has been one of the most vocal supporters of military action in Iraq, promising to participate. 

In a busy week for the Pentagon, America also announced that it would send 3,000 military personnel to west Africa to help co-ordinate the response to an epidemic of the Ebola disease. The Pentagon will bring its expertise in logistics to the region, setting up dispatch centres for equipment and building makeshift medical facilities. The virus has so far affected 5,000. The WHO reckons a big international effort is needed just to limit the spread of Ebola to tens of thousands of people. See article

In Nigeria at least 15 people were reportedly killed after gunmen attacked a teacher-training college. Elsewhere in the country a military tribunal sentenced 12 soldiers to death by firing squad for a mutiny that took place in May in which shots were fired at the commanding officer.

South Sudan did itself no favours by telling foreigners (save diplomats and government aid agencies) to leave the country within a month. It promptly retracted the policy amid criticism that it would disrupt aid programmes.

Trying to de-escalate

Ukraine’s parliament agreed to give more autonomy to eastern parts of the country and offer an amnesty for rebel fighters as part of a peace deal; it also ratified a long-awaited association agreement with the EU, though it will not be fully implemented until next year. The former president, Viktor Yanukovych, had refused to sign an earlier version. Meanwhile, the ceasefire in eastern Ukraine was marred by sporadic fighting. See article
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Sweden’s prime minister, Fredrik Reinfeldt, resigned after his Moderate Party lost a general election to the Social Democrat party, which was returned to power after eight years in opposition. Stefan Lovfen, its leader, held coalition talks with the Greens. Like his predecessor, he is ruling out negotiations with the anti-immigrant Sweden Democrats, who came third in the election, doubling their support to 13%. See article

The International Organisation for Migration, an intergovernmental body, said that it feared 500 migrants may have drowned after the boat they were travelling in from Egypt to Malta was rammed by traffickers. In a separate incident 200 migrants were thought to have perished off the coast of Libya. The IOM estimates that 3,000 migrants have died trying to cross the sea to Europe so far this year.

Building on its recent success in Saxony, the Alternative for Germany party, which is against the euro but not the EU, did well in state elections in Thuringia and Brandenburg, winning just over 10% and 12% of the vote, respectively. See article

Coral disharmony

In a bid to pre-empt the UN from reclassifying it as being “in danger”, Australia announced a 35-year plan to manage the Great Barrier Reef. The Finland-sized reef is under threat from the impact of coastal development and climate change and has lost about half its coral.

The generals who launched a coup in Thailand in May ordered that Thaksin Shinawatra’s name be erased from school textbooks. The billionaire former prime minister, now in self-imposed exile, led political parties that have won every election that has been allowed to take place since 2001.

After winning May’s general election in a landslide under Narendra Modi, India’s ruling Bharatiya Janata Party faced unexpected setbacks in state by-elections in Rajasthan, Gujarat and Uttar Pradesh, the most populous state, where voters seem to have resented the Hindu-nationalist BJP stirring up communal divisions.

In China the trial began of Ilham Tohti, a prominent critic of the government’s policies towards ethnic Uighurs in Xinjiang. The government has been tightening controls in the far-western region in response to a wave of terrorist attacks by Uighurs, most of whom are Muslims.

Hillary dips her toes

Hillary Clinton took her husband, Bill, to a Democratic Party event in Iowa, where the vegan ex-president had to fry steaks for other people. Iowa holds the first-in-the-nation contest to select presidential nominees in 2016. Mrs Clinton did not reveal whether she would run, but admitted she was thinking about it. See article
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America’s Census Bureau recorded a drop in the poverty rate for the first time since 2006, to 14.5% of all Americans in 2013 from 15% the year before. For blacks the poverty rate stood at 27% and for Hispanics 24%. 

The half-chance saloon

Standard & Poor’s downgraded Venezuela and put the chances of a sovereign default in the coming two years at 50%. Despite its oil wealth, the country’s economy is almost certainly shrinking and its inflation rate is above 60%. Nicolás Maduro, the president, insists that bondholders will keep being paid. See article

Peru’s long-standing finance minister, Luis Miguel Castilla, resigned, ostensibly for personal reasons. His successor, Alonso Segura, has the task of pepping up an economy hit by lower commodity prices. See article

Rob Ford’s rollercoaster ride as Toronto’s mayor took another lurch after he was diagnosed with cancer. Mr Ford, whose battles with addiction are well known, withdrew from next month’s mayoral election and was replaced on the ballot by his brother, Doug.







This article was downloaded by calibre from http://www.economist.com/news/world-week/21618905-politics-week/print
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The Federal Reserve indicated that it was heading towards ending its bond-buying programme with a final $15 billion purchase in October. But it remained vague about the precise timing of an interest-rate increase, saying it would retain the near-zero rate for a “considerable time”, a phrase that markets expect to be excluded from the Fed’s statement when it decides to move firmly towards a rise. See article



After the release of data showing industrial production at a six-year low in August and foreign direct investment at a four-year low, China’s central bank provided the country’s five biggest commercial banks with 500 billion yuan ($81 billion) in cheap financing, with the aim that they increase lending. There is speculation that the People’s Bank of China will also cut interest rates to boost growth. See article

An aversion to inversion

The OECD released its first recommendations for reforming the international corporate-tax system,an effort to stop companies from shifting profits abroad, which the organisation thinks is “a serious risk to tax revenues”. The proposals seek to refashion the roughly 3,000 tax treaties and rules that have been around since the 1920s. Politicians have been increasingly agitated of late by big companies paying little tax or relocating their headquarters overseas to avoid tax. See article

CalPERS, one of the world’s biggest pension funds, said that it would no longer invest in hedge funds because of their complexity and cost. Investors took notice. Once considered the lords of the financial jungle, hedge funds have underperformed in recent years compared with the returns from many portfolios of stocks and bonds. See article

Eike Batista, who was Brazil’s richest man until his business empire became mired in debt, had his personal assets frozen by a federal judge in Rio de Janeiro amid an investigation into insider trading. Prosecutors also allege that Mr Batista manipulated the share price of his now-bankrupt petrol company. He denies the charges.

The saga over who controls VKontakte, the biggest social- media network in the Russian-speaking world, reached a conclusion when Mail.Ru, a Russian internet group, bought the remaining shares it did not already own. Earlier this year Pavel Durov, an entrepreneur who has been described as Russia’s Mark Zuckerberg, left VKontakte, and Russia, claiming he had been ousted by allies of the Kremlin.

Hampered by insipid sales of its mobile devices (among other things), Sony raised its expectations for an annual loss from ¥50 billion to ¥230 billion ($2.1 billion). Its share price swooned. See article

Phones 4U, a British retailer, sought bankruptcy protection after EE and Vodafone, two of Britain’s big network operators, pulled their business from its stores. Retail chains selling multiple varieties of phones and network packages blossomed along high streets in the 1990s, but with margins squeezed and competition more fierce than ever, network operators have an incentive to cut out the middlemen and sell through their own outlets. See article

Crafting breweries

The beer business was abuzz with merger speculation. After Heineken said that it had rejected a takeover offer from SABMiller, the second-largest brewer in the world, rumours emerged that AB InBev, the biggest, was putting together the financing to bid for SAB. Investors cheered as share prices rose in response across the drinks industry. See article
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A court in Frankfurt lifted a temporary nationwide ban it had imposed last month on Uber in Germany, allowing the app-based taxi service to continue operating. The judges ruled that the association representing the interests of conventional taxi-drivers, which sought the injunction, had not filed its case in time, though they were sympathetic to its arguments.

The future market for technology in driverless cars was the motivation behind an offer by ZF Friedrichshafen of Germany for TRW Automotive, which is based in Michigan and produces video and radar systems for automated vehicles. ZF was created by Ferdinand Graf von Zeppelin in 1915 to make parts for his airships; the firm’s biggest shareholder today is the Zeppelin Foundation. TRW said the offer was worth $13.5 billion.

Few take off in France

A strike by pilots at Air France caused severe disruption to flights in France and abroad, stranding thousands of passengers. The pilots don’t like the airline’s plan to expand Transavia, its low-cost carrier, which, they claim, will lead to jobs being relocated to other countries. The strike came in the week that the French government won a vote of confidence in parliament over its programme of cuts to business taxes and social spending. See article







This article was downloaded by calibre from http://www.economist.com/news/world-week/21618907-business-week/print



 | Section Menu | Main Menu | 

| Main menu | Previous section |




Leaders


	
The rise and rise of Xi Jinping: Xi who must be obeyed [Sat, 20 Sep 15:34]


	
Health care in America: How to fix Obamacare [Sat, 20 Sep 15:34]






| Main menu | Previous section |





| Next | Section Menu | Main Menu | 




The rise and rise of Xi Jinping

Xi who must be obeyed

The most powerful and popular leader China has had for decades must use these assets wisely




      Sep 20th 2014    
                      | From the print edition




[image: ]



THE madness unleashed by the rule of a charismatic despot, Mao Zedong, left China so traumatised that the late chairman’s successors vowed never to let a single person hold such sway again. Deng Xiaoping, who rose to power in the late 1970s, extolled the notion of “collective leadership”. Responsibilities would be shared out among leaders by the Communist Party’s general secretary; big decisions would be made by consensus. This has sometimes been ignored: Deng himself acted the despot in times of crisis. But the collective approach helped restore stability to China after Mao’s turbulent dictatorship.

Xi Jinping, China’s current leader, is now dismantling it. He has become the most powerful Chinese ruler certainly since Deng, and possibly since Mao. Whether this is good or bad for China depends on how Mr Xi uses his power. Mao pushed China to the brink of social and economic collapse, and Deng steered it on the right economic path but squandered a chance to reform it politically. If Mr Xi used his power to reform the way power works in China, he could do his country great good. So far, the signs are mixed.



Taking on the party

It may well be that the decision to promote Mr Xi as a single personality at the expense of the group was itself a collective one. Some in China have been hankering for a strongman; a politician who would stamp out corruption, reverse growing inequalities and make the country stand tall abroad (a task Mr Xi has been taking up with relish—see article). So have many foreign businessfolk, who want a leader who would smash the monopolies of a bloated state sector and end years of dithering over economic reforms.

However the decision came about, Mr Xi has grabbed it and run with it. He has taken charge of secretive committees responsible for reforming government, overhauling the armed forces, finance and cyber-security. His campaign against corruption is the most sweeping in decades. It has snared the former second-in-command of the People’s Liberation Army and targeted the retired chief of China’s massive security apparatus—the highest-ranking official to be investigated for corruption since Mao came to power. The generals, wisely, bow to him: earlier this year state newspapers published pages of expressions of loyalty to him by military commanders.

He is the first leader to employ a big team to build his public profile. But he also has a flair for it—thanks to his stature (in a height-obsessed country he would tower over all his predecessors except Mao), his toughness and his common touch. One moment he is dumpling-eating with the masses, the next riding in a minibus instead of the presidential limousine. He is now more popular than any leader since Mao (see article).

All of this helps Mr Xi in his twofold mission. His first aim is to keep the economy growing fast enough to stave off unrest, while weaning it off an over-dependence on investment in property and infrastructure that threatens to mire it in debt. Mr Xi made a promising start last November, when he declared that market forces would play a decisive role (not even Deng had the courage to say that). There have since been encouraging moves, such as giving private companies bigger stakes in sectors that were once the exclusive preserve of state-owned enterprises, and selling shares in firms owned by local governments to private investors. Mr Xi has also started to overhaul the household-registration system, a legacy of the Mao era that makes it difficult for migrants from the countryside to settle permanently in cities. He has relaxed the one-child-per-couple policy, a Deng-era legacy that has led to widespread abuses.

More muscle needed

It is still far from clear whether Mr Xi’s economic policies will succeed in preventing a sharp slowdown in growth. The latest data suggest the economy is cooling more rapidly than the government had hoped (see article). Much will depend on how far he gets with the second, harder, part of his mission: establishing the rule of law. This will be a central theme of the annual meeting next month of the Communist Party’s Central Committee. The question is whether Mr Xi is prepared for the law to apply to everyone, without fear or favour.

His drive against corruption suggests that the answer is a qualified no. The campaign is characterised by a Maoist neglect of institutions. It has succeeded in instilling fear among officials, but has done little to deal with the causes of graft: an investigative mechanism that is controlled entirely by the party itself, a secret system of appointments to official positions in which loyalty often trumps honesty and controls on free speech that allow the crooked to silence their critics.

Mr Xi needs to set up an independent body to fight corruption, instead of leaving the job to party investigators and the feuding factions they serve. He should also require officials to declare all sources of income, property and other assets. Instead, he has been rounding up activists calling for such changes almost as vigorously as he has been confronting corruption. In the absence of legal reform, he risks becoming a leader of the old stripe, who pursues vendettas in the name of fighting wrongdoers. That will have two consequences: there will be a new wave of corruption, and resentments among the party elite will, at some point, erupt.

Mr Xi is making some of the right noises. He says he wants courts to help him “lock power in a cage”. Reforms are being tinkered with to make local courts less beholden to local governments. But he needs to go further by abolishing the party’s shadowy “political-legal committees”, which decide sensitive cases. The party should stop meddling in the appointment of judges (and, indeed, of legislators).

The effect of such reforms would be huge. They would signal a willingness by the party to begin loosening its monopoly of power and accepting checks and balances. Deng once said that economic reform would fail without political reform. Mr Xi last month urged foot-dragging officials to “dare to break through and try” reform. China’s leader should heed his own words and those of Deng. He should use his enormous power for the greatest good, and change the system.
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IT IS now nearly a year since the roll-out of Obamacare. The launch was a shambles, and Obamacare is a totem for every American who hates big government. Republicans will deride it, yet again, in the mid-term elections.

Obamacare is indeed costly and overcomplicated. Yet it is not to blame for America’s health mess, and it could just contain the beginnings of a partial solution to it. But that will only happen if politicians treat health care like a patient: first, diagnose the disease, then examine whether Barack Obama’s treatment helped, and then ask what will make the patient better.



A quick check-up

Begin with the disease. At the core of America’s problems with health care is a great delusion: it likes to think it has a vibrant private marketplace. In fact the country has long had a subsidy-laden system that is the most expensive and complicated in the world, with much of the government cash going to the rich, millions of people left out and little individual responsibility.

America devotes 17% of GDP to health care, compared with 9% in Britain, yet nearly 50m Americans were uninsured in 2012 and life expectancy is slightly below average for a rich country. And the taxpayer foots much of the bill: government health spending per head in 2012, before Obamacare’s main provisions took effect, was 50% higher than in Britain, which has a nationalised health system. Some spending, such as the huge Medicare programme for the elderly and Medicaid for the hard-up, is obvious. But much is opaque.

Employer-sponsored coverage is tax exempt, costing the government at least $200 billion a year. These subsidies fuel health-care inflation and favour rich employees, who would pay higher taxes if they were compensated with wages alone. Just as bad, roughly half the population finds that their health insurance is tied to a job; this makes it harder for them to switch employers. Rising premiums come out of wages; health-care inflation is one of the main reasons why pay for the average American has stagnated. Meanwhile many of the uninsured are free-riders: young people who do not buy insurance but rely on costly emergency rooms if something awful happens.

The system seems designed to encourage waste. Doctors are often paid for every test or invasive procedure, rather than for keeping patients well. Patients don’t know what anything costs, and the bill will in any case be settled by a third party, so they don’t haggle. Prices can be sky-high and vary wildly. A mammogram in New York may be less than $100 or more than $1,700. No matter what the Republicans say, this is not a free market in any normal sense. But what about the treatment?

Ironically the “socialist” Mr Obama did not do the one thing that might have cut taxpayers’ costs dramatically: introduce a European “single payer” health-care system (with ideally some small treatment user fees to deter overuse). Instead he tried to tweak America’s system in two ways—to expand coverage and to reduce costs. So Medicaid now covers the not-very-well-off as well as the truly poor (at least, in Democratic states), and Obamacare bans insurers from charging sick people higher premiums. To expand insurers’ pool of patients and keep costs down, it required Americans to buy insurance or pay a penalty. To make insurance-buying easier, Mr Obama introduced online exchanges where people can shop for a health plan, and offered subsidies to those who cannot afford one.

The results are mixed. Practically every competent health-industry lobbyist managed to insert a line protecting the services his paymasters provide—so Obamacare is too costly and too complicated, but it is doing a little better than it is given credit for (see article). The share of uninsured 18-64-year-olds has fallen from 18.5% in the second quarter of 2013 to 13.9% in the second quarter of 2014 according to a survey. This is probably due mostly to the expansion of publicly funded Medicaid, rather than people flocking to the Obamacare exchanges, on which people buy their own insurance. Encouragingly, health-care inflation has also fallen back, though that may largely be because of a weak economy.

So what would make American health care better now? Since its failings lie more within the system than with the president’s attempt to reform it, health reformers should concentrate on three areas that could make its flawed market work better: directing handouts towards the poor rather than the affluent, nudging individuals to take charge of their own health care, and making sure that prices are transparent.

Injecting the right people

For a start, Congress should move towards scrapping both the tax break for employer-provided health insurance and the requirement that firms offer it. Those savings could be used to help cover subsidies for the poor. Without the tax distortion, employers would pay higher wages instead of benefits and workers would shop around for the best value health plans.

That is already beginning to happen. Flawed though they are, Obamacare’s exchanges could be the foundation of a new model. Employers are already making employees pay more of their own individual health costs upfront. A worker who has to pay the first $1,000 of his annual bills out of his own pocket is far more likely to shop around. And as patients become more like consumers, health-care providers are improving their game (see article). Walmart and other retailers are selling basic medical services more cheaply and outside usual hours.

Reform will work only if prices are transparent. This is where antitrust and other competition authorities could come in. Cosy deals between hospitals and insurers that suppress price information should be barred. The government should release more data on the price and quality of doctors. In April it published doctors’ charges for treating elderly patients, but largely withheld the most useful information, such as data showing doctors’ treatment of specific patients over time.

Obamacare’s effects will not be fully understood for years; but it will never be the core of the problem. If America wants to stick to the idea that it has a health-care market, then it should focus on trying to make it more like a market—with prices, competitors and some form of choice.
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