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T he Chinese economy has 
held up remarkably well 
through the pandemic but 
now faces a combination of 
waning growth and finan-

cial market volatility. This reflects a 
number of dilemmas that Beijing is 
grappling with, some of which are of its 
own making. 

China’s government seems willing to 
tolerate lower short-term growth in the 
interest of securing long-term prosper-
ity. This approach is well-intentioned, 
but the specific policies adopted risk 
creating more uncertainty and volatil-
ity, in turn eroding public support for 
the reforms needed to bolster long-term 
productivity and growth. 

Yet there is a way to improve this 
trade-off: adopting forceful measures 
that better define the government’s role 
in the economy and financial markets. 

The real estate sector encapsulates 
the challenges Beijing faces. Some
property developers such as Evergrande 
recklessly undertook debt-financed 
development while many households 
have borrowed to finance purchases of 
multiple properties for speculative
purposes. The property sector symbol-
ises many of the excesses in the Chinese 
economy and the government clearly 
saw no choice but to rein it in to
forestall growing economic and finan-
cial imbalances. 

The attempt simultaneously to 
reduce the build-up of debt in the econ-
omy and tamp down on property specu-
lation has set the housing market on a 
downward spiral. The government is 
now discovering the huge costs of recti-
fying imbalances in a sector that it had 
long relied upon for propping up 
growth, boosting local government rev-
enues and contributing to household 
wealth. The property sector’s influence 
over practically every aspect of the 
economy, financial markets and society 
makes it a thorny issue to fix.  

Beijing has set out two frameworks to 
guide its policymaking. The first, “dual 

state-owned industrial enterprises, has 
made it harder for smaller and nimbler 
private enterprises — including service 
sector firms — to secure credit. 

Beijing’s willingness to let Evergrande 
default shows it is ready to encourage 
market discipline by eliminating 
implicit state guarantees backing up 
financial firms and corporations. How-
ever, the concomitant desire to increase 
state control of the economy and finan-
cial system, including the central bank’s 
measures to direct credit by fiat rather 
than through market mechanisms, adds 
more confusion than clarity. 

Xi Jinping’s government is clearly 
conflicted about the role of the private 
sector. Relying on it for innovation rubs 
up against Beijing’s steps to curb compa-
nies, particularly in the technology sec-
tor, that are seen as having accrued 
excessive economic and political influ-
ence. It is also not easy to square the 
objective of restraining wealth inequal-
ity with the reliance on the private sec-
tor to generate more wealth. 

Balancing these conflicting objectives 
is not impossible, but it will take a differ-
ent approach. First, the government 

circulation”, implies continued engage-
ment with global trade and finance but 
seeks a greater reliance on domestic 
demand as well as technological self-
sufficiency and homegrown innovation. 
The “common prosperity” agenda aims 
at a more equitable distribution of the 
fruits of growth. These are laudable 
frameworks but come up against some 
difficult realities. 

The government wants to persist with 
its deleveraging campaign and has 
rightly limited the use of debt-financed 
investment, fuelled by lax monetary 
policy, to support growth. Similarly, it 
wants to reduce energy-intensive pro-
duction and the economy’s reliance on 
heavy industry and low-wage manufac-
turing. But the banking system, which 
continues to direct finance toward large 

Beijing’s willingness to let 
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work as self-employed contractors, and 
“bear the burden of gas, insurance, and 
maintenance costs, which reduces their 
take home pay”, as a White House paper 
noted last month. Even in normal times, 
this makes the job precarious, particu-
larly since “long-haul full-truckload 
drivers only spend an average of 6.5 
hours per working day driving despite 
being allowed to drive a maximum of 11 
hours” — and are not paid for their idle 
time. 

During the pandemic, however, the 
insecurity has become worse due to 
medical risks and unpredictable supply-
chain delays. As a result, other blue-col-
lar jobs — like construction — seem 
increasingly attractive. As trucker 
Omar Alvarez recently declared in an 
opinion piece: “The real shortage is a 
shortage of good, union jobs that fairly 
compensate workers and treat us with 
the dignity and respect we deserve.”

Is there any fix? The White House is 
trying to use industrial policy tweaks: 
last month it pledged to reduce the min-
imum age for trucking to 18 from 21, tar-
get veterans, force states to simplify 

predicting that blue-collar trucking jobs 
would be wiped out by robot drivers. 

But in reality, any widespread switch 
to automation is unlikely to happen for 
many years, because of political opposi-
tion and regulatory constraints — voters 
and politicians are terrified of those 
robot truckers. Meanwhile, young 
workers seem to be shying away from 
the job; four out of five truckers today 
are over 45.

That might be because of all the robot 
chatter. However, there are practical — 
short-term — reasons for the trend. On 
paper, truckers can earn around 
$100,000 a year, a high wage for blue-
collar work. But entrants need state 
licences, both costly and time-consum-
ing to acquire. 

Moreover, these days most drivers 

W hen America’s Bureau 
of Labor Statistics 
released data this 
month showing that 
consumer price infla-

tion had surged to 7 per cent, many 
investors were shocked. No wonder: this 
marks the fastest jump since 1982.

But here is another number that 
should spark concern: 17 per cent. That 
was the annual inflation rate for overall 
trucking costs last month, according to a 
(deeply buried) section of the bureau’s 
data. For the long-haul trucking sector, 
the number was even scarier: 25 per cent.

That is bad news for business — and 
consumers — given that almost three-
quarters of freight in America is moved 
by trucks. Or to put it another way, if 
you want to understand what lies 
behind that scary 7 per cent inflation 
number, don’t just track raw material, 
energy or cross-border shipping costs; 
watch those oft-ignored truckers too. 

So is this price explosion just a “tran-
sitory” glitch, to cite the phrase 
employed by Federal Reserve officials 
last year? It would be nice to think so. 
After all, basic economics would suggest 
that a surge in trucking demand — of the 
sort seen in America as the economy 

rebounded from the pandemic slump — 
should prompt red-blooded capitalist 
businesses to increase supply (by find-
ing more trucks and truckers), curbing 
inflation. Indeed, at the start of the pan-
demic, economists at the BLS released a 
lengthy study that argued the trucking 
market was a place where labour supply 
could indeed adjust to demand, just as 
free-market enthusiasts might expect.

But these days it is proving strikingly 
hard to expand capacity, due to so many 
underlying structural impediments in 
the market. What the current economic 
boom has revealed, in other words, is a 
host of shortcomings around trucking 
that were previously either concealed — 
or ignored. And that makes trucking a 
potent symbol of America’s wider prob-
lems in its political economy. The prob-
lems revealed in the transit world are 
anything but “transitory”. 

To understand this, consider the 
issues behind that price surge. One is the 
rise in oil prices, and the fact that chaos 
in global supply chains has thrown 
domestic trucking cycles awry. But the 
bigger issue seems to be a lack of human 
truckers. 

Chris Spear, head of the American 
Trucking Association, said this week 
that the sector (with around 3m hires 
overall) is currently short of 80,000-
odd workers. Some of this shortfall 
reflects a Covid-linked delay in people 
returning to their jobs. However, Spear 
reckons this figure will double in the 
coming years.

At first glance, that might seem odd. 
After all, a few years ago pundits were 
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U nless the charging chal-
lenge is quickly fixed, the 
electric vehicle revolution 
may blow a fuse. Drivers 
are warming to the idea, it’s 

true, but hesitate to switch because of 
range anxiety and the lack of fast-charg-
ing infrastructure. Based on my experi-
ence of driving one over the past few 
months, they are right to be wary. 

Traditional car manufacturers may 
have been slow off the starting line but 
now produce some great electric vehi-
cles — kinder to the environment and 
fun to drive. At the wheel of our zippy, 
battery-powered Volkswagen ID.3, I 
derive indecent pleasure from burning 
off other cars at the lights. It is ideal for 
short journeys and easy and cheap to 
charge at kerbside charging points. But 

a holiday trip from London to France 
last year exposed the pitfalls of trying to 
charge an EV away from home. 

The need for more charging infra-
structure highlights the importance of 
“complements”, as economists call 
them, in expanding any new market. 
Computer hardware is useless without 
software, tennis rackets are not much 
good without tennis balls, and movies 
are less enjoyable without popcorn. 

Volkswagen may know how to build 
hardware but its mapping and voice-
recognition software is dire. On one 
occasion, our car flagged nearby Indian 
restaurants rather than the fast-charger 
stations we had requested. Electric vehi-
cle drivers also have to contend with 
fragmented charging services, requiring 
a baffling array of different apps; incon-
veniently located and poorly signposted 
charging stations; faulty points; opaque 
pricing; and lengthy stops. Cross-coun-
try journeys have to be planned with 
near-military precision to ensure you do 
not run out of energy. Even with that, 
our trip took nearly one-and-a-half 
times as long to reach our destination as 
previously in a diesel car.

government subsidies. This is especially 
true in Europe, now the world’s fastest-
growing market for them. In December, 
176,000 battery electric vehicles were 
sold in Europe, overtaking monthly die-
sel car sales for the first time. According 
to the International Energy Agency, the 
world may need more than 200m pri-
vate and public electric vehicle charging 
points by 2030 if governments are to hit 
emissions targets. There were about 
9.5m charging points in 2020, with 
China accounting for half the world’s 
stock in certain categories.

Led by Tesla, which has built out its 
own premium charging network, car 
manufacturers are increasingly invest-
ing in charging providers. The big 
energy companies — including Shell, 
Total and BP — have been piling into the 
charging market to offset projected 
losses of petrol sales, while a small army 
of start-ups has also joined the fray. 

Tom Callow, head of insight at the 
charging company BP Pulse, is optimis-
tic that this “vibrant and nascent” 
industry can rise to the challenge, incen-
tivised by the predictability of rising 
demand. The UK government has man-

The industry is well aware of the diffi-
culties and is intent on improving bat-
tery technology and upgrading charging 
infrastructure. “Charging must be 
pleasant, reliable and fast,” Herbert 
Diess, Volkswagen’s chair, wrote in a 
recent LinkedIn post promoting Audi’s 
new charging hub in Nuremberg. This 
was in sharp contrast to an earlier com-
ment in which he berated the charging 
company Ionity (in which VW is an 

investor) for its poor service in Italy. 
“No bathroom, no coffee, an out-of-
service/broken charging point, a sad 
state of affairs. It was anything but a pre-
mium charging experience, IONITY!”

The big question is whether charging 
infrastructure can be built fast enough 
to stay ahead of the demand for electric 
vehicles that is being stimulated by

Regulations and targets 
should be imposed on the 

charging industry to ensure 
a national infrastructure
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must commit to reducing its influence 
in financial markets. Second, it must 
tackle legacy problems, such as the large 
pile of implicit bad debts in the banking 
system, that have thwarted a restruc-
turing. Third, a broader set of reforms is 
needed to reorient the economy in the 
direction that Beijing wants. This 
includes more decisive reforms to state-
owned enterprises and measures to 
strengthen the social safety net. These 
steps must be complemented by institu-
tional reforms that improve legal frame-
works, including for the better protec-
tion of intellectual property rights,
as well as corporate governance and 
transparency. 

These measures will help improve the 
trade-off between short-term pain and 
better economic outcomes over the 
longer term. Beijing might still have 
to accept lower growth as a price for
trying to have it all, but it would be
more palatable, both for China and the 
world economy, if that growth were 
more stable and balanced. 

The writer is author of ‘The Future of 
Money’
   

Opinion

China cannot have a new growth model without reform

their licensing system and work with 
states to subsidise training. Trucking 
companies are trying to embrace inno-
vation, using artificial intelligence plat-
forms to manage schedules or Spanish-
speaking recruiters to tap the Hispanic 
market for more workers. Companies 
are also paying more, causing take-
home pay to jump by some 7-12 per cent 
this year, according to the White House. 

But this is unlikely to plug the driver 
gap soon; or not without even more dra-
matic rises in wages, a better driver 
safety net or a sudden decline in eco-
nomic demand. The latter might 
emerge; December’s month-on-month 
trucking inflation data was lower than 
in November. 

Since the monthly series is not sea-
sonally adjusted, however, it is danger-
ous to read this as a trend. Right now, 
the key point is this: those truckers are a 
potent sign of how hard it will be to halt 
inflation with monetary policy alone. 
Therein lies the dilemma for the Federal 
Reserve — and the White House. 
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The electric vehicle revolution needs an energy surge

dated that sales of petrol and diesel cars 
must end in 2030, for example. That has 
provided the confidence for charging 
companies to invest on a big scale. 

But to achieve the right balance 
between private, on-street and fast pub-
lic provision (such as at service stations 
and supermarkets), some in the car 
industry argue that governments must 
give clear direction to steer the industry 
and upgrade electricity grids. Higher 
expectations, regulations and targets 
should be imposed on the charging 
industry to ensure a truly national inte-
grated infrastructure, says Mike Hawes, 
chief executive of Britain’s Society of 
Motor Manufacturers and Traders. “If 
you just leave it to the market, operators 
will focus on commercial opportunity, 
not consumer interest,” he says.

It may be more glamorous to design 
flashy cars than to install charging sta-
tions. But the electric vehicle revolution 
will not happen as fast as it must unless 
the charging infrastructure becomes 
convenient and comprehensive.

The writer is founder of Sifted, a media site 
for European start-ups

T his is not a personal finance 
column; I am offering no 
tax advice. But if you want 
to avoid wealth levies in 
future, especially a more 

draconian inheritance tax regime, it is 
time to embrace change.

The first step is to gain a good under-
standing of the distribution of wealth. 
The latest official UK data this month 
shows a remarkable stability in the 
wealth gaps between rich and poor over 
the 14 years since detailed figures have 
existed. Wealth — a person’s net worth — 
is much less equally distributed than 
income, but the spread is almost 
unchanged, defying predictions that 
inequality was set to rocket. Wealth has 
risen faster than incomes, however, 
increasing 20 per cent in real terms 
from £252,900 in 2006 to £302,500 in 
2020 and it is that shift that sows the 
seeds of future trouble. 

Beneath the headlines of stable wealth 
inequality are undercurrents in the dis-
tribution. These are simultaneously 
likely to raise future wealth inequality 
and to make any gap between the haves 
and the have-nots feel less fair. 

It all stems from the rise in the impor-
tance of wealth to family budgets, 
increasing the inherent value of inherit-
ance. With assets growing faster than 
incomes for many years, people’s ability 
to own property, enjoy the security of 
liquid savings or look forward to a 
decent retirement will depend increas-
ingly on their parents’ efforts rather 
than their own. 

Whether the research comes from the 
Resolution Foundation, Bath university 
or the Institute for Fiscal Studies, par-
ents’ wealth now has far more weight 
than it did before in whether and when 
their children get to own property. The 
importance of inheritance in lifetime 
living standards impedes the ability of 
poorer young people to level up with 
their richer peers. For society, the risk is 
simple: it will not be possible to tell peo-
ple that doing well at school, working 
hard and getting a good job is enough to 
guarantee a decent living standard in 
the UK of the 2030s and beyond.

Towards the right of the political spec-
trum, the wrong response is noncha-
lance. Ignoring access to social mobility 
is a recipe for backlash and populism 
among those unlucky enough to be born 
in the wrong family. Rhetorically, at 
least, the Conservatives understand 
this. The Labour party also knows that 
the instinctive error on the left is to 
reach for higher inheritance tax. This 
levy regularly polls as the most unpopu-
lar one because it penalises a virtuous 
desire to help our children, making 
them better educated and more stable 
citizens. People also feel it is a voluntary 
charge for the super-rich. 

If we want to avoid these outcomes, 
we need to ensure realistic paths to 
decent living standards for young adults 
without the advantages of rich parents. 

So we need a new bargain. On the eco-
nomic side, we must redouble efforts to 
increase sustainable growth rates, rais-
ing the importance of income rather 
than family wealth in lifetime success. 
Lowering some of the absurd trade bar-
riers the UK has erected with the EU 
would be a start. Ministers must also 
stiffen their backbones on planning 
reform against Nimbyism, so the nation 
can build more houses where people 
want to live and that they can afford. 

The social aspect requires further 
efforts to embrace diversity and 
broaden access to good schools, univer-
sities and jobs. This requires persistent 
work to diminish the entrenched advan-
tages of the rich and well connected. 

Of course, it is naive to suggest that 
this alone will be sufficient to remove 
the role of luck and privilege. We will 
still need a progressive tax and benefit 
system, including on inheritance, to 
even out some of life’s injustices. 

But if we want to live in a reasonably 
content society and minimise inherit-
ance taxes, it is best, collectively, not to 
ring the tax accountant, but to embrace 
diversity and stop being a Nimby. 
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