A new nuclear era (1)

With his threats to use the bomb, Russia’s president has overturned the nuclear order
Jun 2nd 2022

One hundred days ago Vladimir Putin launched his invasion of Ukraine by warning of a
nuclear strike. Having exalted Russia’s atomic arsenal and promised Ukraine’s
subjugation, he threatened countries tempted to interfere with consequences “such as
you have never seen in your entire history”.

Two implications. One is that vulnerable states that see the world through Ukraine’s eyes
will feel that the best defence against a nuclear-armed aggressor is to have weapons of
their own. The other is that other nuclear-armed states will believe that they can gain by
copying Mr Putin’s tactics.

The nuclear danger was growing before the invasion. North Korea has dozens of
warheads. Iran, the UN said this week, has enough enriched uranium for its first
bomb. Pakistan is rapidly adding to its arsenal. China is modernising its nuclear forces
and, the Pentagon says, expanding them.

All this proliferation reflects the weakening of the moral revulsion that restrains the use
of nuclear weapons.

The invasion of Ukraine adds to this malaise. Even if Mr Putin is bluffing, his threats eat
away at the security guarantees given to non-nuclear states. In 1994 Ukraine
surrendered the ex-Soviet nuclear weapons on its territory in exchange for undertakings
from Russia, America and Britain that it would not be attacked.

This gives vulnerable states an extra reason to go nuclear. Iran may judge that, whereas
renouncing the bomb will win it no lasting credit, having one would now stir up less
trouble than in the past.
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A new nuclear era (2)

With his threats to use the bomb, Russia’s president has overturned the nuclear order
Jun 2nd 2022

Mr Putin’s strategy of issuing nuclear threats is even more corrosive. Mr Putin is
different because he is invoking atomic threats to help his invading forces win a
conventional war.

And it seems to have worked. True, NATO’s support for Ukraine has been more robust
than expected. But the alliance has hesitated to dispatch “offensive” weapons such as

aircraft.

Others in NATO seem to think that Ukraine should settle with Russia, because inflicting
a defeat on Mr Putin could back him into a corner, with dire consequences.

That logic sets a dangerous precedent. China could impose similar conditions if
it attacked Taiwan, arguing that the island is already Chinese territory.

Mr Putin’s damage will be hard to repair. Countries with weapons fear leaving


https://www.economist.com/leaders/2022/04/23/how-to-deter-china-from-attacking-taiwan

themselves more vulnerable, even if collective disarmament might make sense.

Arms control, with scrupulous verification, is worth pursuing. Russia may be wary, but it
is impoverished. Nukes cost money and it needs to rebuild its conventional forces.

Those talks will be easier if Mr Putin’s nuclear tactics fail—starting with ensuring he
does not strike Ukraine. Mr Biden wrote this week that America has not detected
preparations.

Sparing Ukraine from a nuclear attack is essential, but it is not enough. The world must
also make certain that Mr Putin does not prosper from his aggression today, as he
prospered in 2014.

If Mr Putin thought NATO lacked resolve Russia would remain dangerous. If he were
convinced that his nuclear threats had been the difference between defeat and a face-
saving stalemate, Russia would be more dangerous than ever.
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The luxury of Asia’s malls is no substitute for genuine public spaces (1)

The continent needs places where anyone can picnic, hang out or even protest
Jun 2nd 2022

Yet Asia has inarguably made the shopping mall its own. Eight of the world’s ten biggest
malls are in the region; exclude China and five still remain, all in South-East Asia.

Asia’s glass-and-concrete malls sucking city dwellers indoors mark a huge architectural
and cultural break. Until near the end of the 20th century, the region’s monumental
architecture was dominated by imposing projections of imperial, communist or newly
minted post-colonial state power.

They may divine Asian antecedents. In early 20th-century Japan, the development of
railways made terminuses the natural place for multistorey emporiums that blended
shopping with entertainment and even culture.

In the densest conurbations, the concept goes a step further. Various malls are
connected by underground tunnels or, more dramatically, sky-bridges. Discouraged from
ever touching the ground outside, you float for miles through elevated rivers of retail



and entertainment bliss, sampling shops, eateries, cinemas, exhibitions, play areas,
skating rinks and even parks.

Yet Banyan is, by profession, a flaneur in Asia. And despite notable improvements in
public transport, an invariable consequence of mall-building is to wrap developments in
ever-widening networks of highways and approach roads.
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The luxury of Asia’s malls is no substitute for genuine public spaces (2)

The continent needs places where anyone can picnic, hang out or even protest
Jun 2nd 2022

Nor is the flaneur nourished once inside the pleasure domes. There sit the same store
brands and the same eateries (though if you are lucky you may be able to sit “outside”
under plastic palm trees). Artificial light replaces the natural kind, an intentional
disruption to circadian rhythms to keep you trapped in mall-time.

To be fair, malls offer shelter from the heat and humidity: one Hong Kong colleague
hates malls except from May to October, when the weather is at its most oppressive.

If true civic space and accountability existed in abundance outside the malls, it would
not matter. But governments too often give politically well-connected developers cut-
rate land, eating into scarce public space.

In Manila the biggest malls sit in surreal, first-world developments that are a self-
enclosed world away from nearby slums, poverty and violence. Manila’s elites, who live
in these developments, are notoriously unconcerned with confronting the city’s huge
challenges.

Shopping is moving fast online. In South-East Asia tax perks and easy money have
encouraged a mall surfeit, with hulking carcasses now rotting across the cityscape.
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Corporate espionage is entering a new era

Companies need to take it more seriously
May 30th 2022



For espionage of the cloak-and-dagger variety, it is hard to beat John le Carré or Ian
Fleming. But the world of corporate spying has plenty of drama, too. Take the alleged
skulduggery in a recent court case involving two American software firms. In May a jury
awarded Appian, based in Virginia, $2bn in damages after it had accused Pegasystems,
from Massachusetts, of illegally snooping on it to gain a competitive edge.

The episode illustrates how interest in business espionage has broadened. Snooping is
no longer centred on a few “sensitive” industries, such as defence and pharmaceuticals.
It is increasingly used to target smaller companies in surprising sectors, including
education and agriculture.

There are two intertwined reasons for this: the inexorable growth of the intangible

economy and the growing sophistication of online hackers. ce0os should be worried
when they see their firms’ secrets being hawked on the dark web.

When they hear about IP, most people think of patents. Securing patents has become

more difficult, in America at least, since a pair of Supreme Court rulings in the past
decade chipped away at, respectively, protection for “business methods” and “abstract
ideas” (which many software-based inventions are).

Baker McKenzie has advised legal marijuana-growers in America on steps they can take
to curb rivals’ access to information about their cultivation techniques, soil recipes,
extract flavouring and so on.

In 2018 Alphabet’s Waymo self-driving unit won a $245m settlement from Uber after
alleging that one of Waymo’s former engineers took trade secrets along with his office
bric-a-brac when he left for the ride-hailing firm.

At least legislative protections for trade secrets have grown stronger. A turning point in
America was the Defend Trade Secrets Act, passed in 2016, which greatly expanded the
type and number of secrets covered by federal law.

The bad news is that many firms are poor managers of such secrets. It is not enough to
make reasonable efforts to keep the information confidential. The secret also has to be
clearly articulated. Failure to do this has been exposed in a number of recent cases.

Patent lawyers are plentiful but few really understand trade secrets and they tend to
focus on litigation, once the problem has arisen, says Mr Londergan. “Companies need
help earlier.”

TSMC s a rare globally active company that comes close to best practice in articulating
and managing its trade secrets. The Taiwanese chipmaker has good reason to want to
get it right. It operates in a highly sensitive industry chock-full of proprietary
information that rivals would love to get hold of.

The best-known case of suspected espionage by China, involving Huawei, a maker of
telecoms gear, is the tip of a large iceberg.
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Corporate espionage is entering a new era (2)

Companies need to take it more seriously
May 30th 2022
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As big a threat as China is, it isn’t alone. Ostensibly friendly states spy, too. Israel has
been known to snoop on American firms for the benefit of its tech and military
industries. And it is not always helpful to think of the threats posed by different
kinds of actors—company insiders, corporate rivals or governments—as

discrete. Sometimes they are at work simultaneously.

The case highlights another challenge for firms trying to keep a lid on secrets. They
can spend as much as they like on beefing up IT systems, but they must still watch
out for analogue forms of exfiltration.

Moreover, much corporate spying can be—from the point of view of those being
spied on—frustratingly fuzzy. Some of it is perfectly legal. Many hedge funds watch
activity in factories, using foot-soldiers or satellite imagery, to gauge output and bet



accordingly on stocks.

At the other extreme is stuff that no CEOin their right mind would
countenance: P&G’s top brass were so appalled when they learned of their
underlings’ trash-rummaging at Unilever that they shopped their own company,
resulting in a $10m settlement.

In between is a large grey area where operatives “ride the ragged edge” of morality
and the law, as Eamon Javers puts it in his book, “Broker, Trader, Lawyer, Spy”.
Many of them work for outfits that companies hire in order to gain plausible
deniability.

Most such work is legal and boring—for instance, due diligence on clients’
prospective business partners. But there are cases of firms undertaking dubious
activity, from wiretapping to impersonation.

None of this is going away. Employee mobility is at or near an all-time high.
Companies, and the tactics they use, get more desperate in downturns. And the
geopolitical backdrop is growing frostier, increasing incentives for underhand
activity by states or their proxies. “Casino Royale” it may not be, but the spectre of
surging economic espionage is real.
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The zombie nuclear deal

Iran’s defunct nuclear-containment pact has contaminated American politics
Jun 2nd 2022

Four months ago the Biden administration appeared to have decided it was now or
never for Iran’s blighted nuclear-containment deal. Negotiated under Barack Obama



then abrogated by Donald Trump, the Joint Comprehensive Plan of Action needed to
be salvaged—as the administration hoped it would be—or else abandoned.

The JcPOA now looks even more terminally challenged. Instead of returning to
mutual compliance with America, the Iranians issued a new demand: that Mr Biden
remove their Islamic Revolutionary Guards Corps from a list of terrorist
organisations.

The nuclear know-how they have accrued over the past three years would ensure
that, even if persuaded to give up their uranium pile, they could reassemble it twice
as fast.

Back in 2015, when the JCPOA was signed, the Shia state was thought to be
potentially months away from a nuclear breakout (that is, from having enriched
enough uranium to make a nuclear bomb). The deal was expected to extend that
time-frame by a year, with intrusive international surveillance that could alert the
world to any breaches.

Yet instead of ditching the moribund deal, the administration is still pursuing it. “We
thought that, by February or early March, the deal would no longer be worth the
sanctions relief. We have reached a different assessment,” says a senior
administration official. What explains this apparent change of heart?

In part, the war in Ukraine, which has made the administration especially averse to
risking conflict in the Middle East. Three simultaneous nuclear dramas, in North
Korea, Ukraine and Iran, would be a lot.

For the JCPOA’s detractors—including almost all Republicans and some Democratic
senators—the opportunity cost of the arrangement, as they viewed it, outweighed
the gains. In return for constraining its illicit nuclear programme, Iran was given
sanctions relief; it was meanwhile free to engage in all sorts of rogue-state behaviour
outside the ambit of the JCPOA.

The deal’s critics are undaunted by that reality. Senate Republicans have introduced
bills to re-politicise the issue, including one by Ted Cruz forbidding Mr Biden to re-
enter the JCPOA.

Democrats consider it merely the latest example of Republicans ducking
responsibility for serious problem-solving in favour of a relentlessly oppositional
search for political advantage.

The Biden administration is plainly committed to reviving the imperfect, now
weakened, nuclear deal. That is commendable—there is indeed no good alternative.
At the same time, it must half-dread the issue being brought to a head, either way,
ahead of this year’s mid-terms. There is no political advantage in it, only rancour.
This would appear to present the Iranians, in whose court the JCPOA ball now lies,



with an interesting choice. If they wanted to exert maximum pressure on the
creaking American political system, they should probably re-enter the deal pronto.
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Britain’s Supreme Court takes a conservative turn (1)

It rejects more human-rights claims and sides with public bodies more often
Jun 2nd 2022

In 2015 the Conservative government announced that it would restrict child-benefit

payments to two children per family in order to trim budgets. That was challenged by
two mothers, who argued it breached their legal rights to privacy and a family life.

The case was part of a trend of lobbyists turning to the courts after failing to get their
way through politics, he remarked in his judgment, which found that the generosity of
welfare systems is a question for lawmakers alone.

That judgment met with warm approval from the British government, which declared it
a welcome part of “the ebb and flow of case law, between more and less activist
approaches”.

Unlike America’s Supreme Court, it cannot strike down primary legislation but only
ministerial decisions, so it has a limited role in deciding questions such as abortion or
free speech.

primary legislation : —RE& [F. EUDEARFZNZIEL 9, RITOERSEKIE. 2009F128
ICFEIULI2U ARV ERIC K DRES NIEUERH R OCEUBSRERK ZRERICR T 2RE

(Decision) FEDMAEDBIFPEE, EACKHL TERERENDEDT, NREBDMEED
BFEICK U CEENRENARAZRIFLET,

The Supreme Court was opened in 2009 by the Labour government. It took on the job of
Britain’s highest appeal court, previously performed by judges sitting in the House of
Lords.

That has made Britain’s most senior judges bolder and more independent-minded,
argues Charles Falconer, a former justice secretary who designed the overhaul.

Others were less convinced. Many Conservatives thought the reforms vandalism. Their
sense that something was amiss was reinforced in September 2019 when the judges,



among them Lord Reed, ruled unanimously that Boris Johnson’s suspension (or
“prorogation”) of Parliament during the Brexit saga had been unlawful.

In the election campaign that soon followed, the Tories promised a constitutional review
to prevent the courts from being “abused to conduct politics by another means” and to
“restore trust in our institutions”. Ministers mused about changing the court’s name.

The idea that we have gone soft on the government or we are reluctant to find against
the government is completely without foundation.
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Britain’s Supreme Court takes a conservative turn (2)

It rejects more human-rights claims and sides with public bodies more often
Jun 2nd 2022

Take the case of Shamima Begum, a Briton stripped of her citizenship after travelling to
join Islamic State in Syria. In February 2021 the Supreme Court upheld this decision,
reasoning that the government’s view that Ms Begum was a security risk demanded
respect from the courts because the home secretary was accountable to Parliament.

The Supreme Court has also taken a distinctly limited view of the powers of devolved
parliaments, emphasising the tight constraints imposed by Parliament in Westminster.

Views differ on what is happening. Conor Gearty, an academic and human-rights
barrister, points to a change in leadership. On this view, judges such as Lady Hale took a
more flexible and imaginative approach, taking into account the life experiences of
litigants and the good of society.

Jonathan Sumption, who served on the court from 2012 to 2018, thinks the new
orthodoxy predates Lord Reed’s term, and is shared by a generation of talented judges.
The prorogation decision under Lady Hale wasn’t a case of extreme judicial activism at
all, he says.

Others see a court shielding itself from a harsh political climate. Lord Reed and Lord
Burnett, the head of the judiciary in England and Wales, seem to think it is
“constitutionally unwise for there to be a sense of conflict between the judges and the
executive,” says one senior lawyer.

Growing attention is paid to the decisions of individual judges, and attempts are made
to categorise them as activists or conservatives. That worries liberals, who fear the
independence of the judiciary is under threat, but it is also an inevitable product of the
court’s importance. With status comes scrutiny.
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How smarter ai will change creativity

The promise and perils of a breakthrough in machine intelligence
Jun 9th 2022

In a sense, that computer is merely the descendant of the power looms and steam
engines that hastened the Industrial Revolution. But it also belongs to a new class of
machine, because it grasps the symbols in language, music and programming and uses
them in ways that seem creative.

They, too, promise a revolution, but this one will affect the high-status brainwork that
the Industrial Revolution never touched.

But foundation models show that building ever-larger and more complex does indeed
continue to unlock ever more impressive new capabilities. Nobody knows where the
limit lies.

The resulting models are a new form of creative, non-human intelligence. The systems
are sophisticated enough both to possess a grasp of language and also to break the rules
coherently.

Just as a rapid succession of still photographs gives the sensation of movement, so
trillions of binary computational decisions fuse into a simulacrum of fluid human
comprehension and creativity that, whatever the philosophers may say, looks a lot like
the real thing.

However, they are also adaptable in ways that earlier .is were not, perhaps because at
some level there is a similarity between the rules for manipulating symbols in disciplines



as different as drawing, creative writing and computer programming.

That is exciting, and promises to bring great benefits, most of which still have to be
imagined. But it also stirs up worries. Inevitably, people fear that ais creative enough to
surprise their creators could become malign. In fact, foundation models are light-years
from the sentient killer-robots beloved by Hollywood. Terminators tend to be focused,
obsessive and blind to the broader consequences of their actions.

A more penetrating worry is over who controls foundation models. Training a really
large system such as Google’s PALM costs more than $10m a go and requires access to
huge amounts of data.

If so, the training data could further entrench the world’s biases—and in a particularly
stifling and unpleasant way. Would you trust a ten-year-old whose entire sense of reality
had been formed by surfing the internet?

And then there is the question of access. For the moment, the biggest models are
restricted, to prevent them from being used for nefarious purposes such as generating
fake news stories.

But they also show how ai can be used as a software sidekick to enhance productivity.
This machine intelligence does not resemble the human kind, but offers something
entirely different. Handled well, it is more likely to complement humanity than usurp it.
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The blessings of scale
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Huge “foundation models™ are turbo-charging Al progress

They can have abilities their creators did not foresee
Jun 11th 2022

The “good computer” which Graphcore, a British chip designer, intends to build over the next few
years might seem to be suffering from a ludicrous case of nominal understatement. Its design
calls for it to carry out 101 calculations per second. If your laptop can do 100bn calculations a
second—which is fair for an average laptop—then the Good computer will be 100m times faster.

In 1965 Good wrote an influential, if off-the-wall, article about what the field could lead to:

“Speculations concerning the first ultraintelligent machine”. Graphcore wants its Good computer
to be that ultraintelligent machine, or at least to be a big step in its direction.

Today’s most advanced Al programs are 10,000 times larger, with over a trillion parameters.



The Good computer’s incredibly ambitious specifications are driven by the desire to run programs
with something like 500trn parameters.

One of the remarkable things about this incredible growth is that, until it started, there was a
widespread belief that adding parameters to models was reaching a point of diminishing returns.
Experience with models like BERT showed that the reverse was true.

Other emerging properties border on the uncanny. It is hard to read some of the accounts

of Economist covers made using Microsoft’s Florence model and GPT-3, a model made by
Opena, without the feeling that they are generated by something with genuine understanding of
the world .

Text-to-image processes are also impressive. The illustration at the top of this article was

produced by using the article’s headline and rubric as a prompt for an Al service called
Midjourney.

EXG TEEETIL DAIDELLICHEZD TS
BEEDNFRUBD S BENZER DI DB D
2022%6R11H

AFXFVRDF Yy TREFSHT 7 ATHSEBERTES S LTWS MBIV E 21—
F—1 . ZBELEDEZHBERBTELVLATWEESICRAZME LRV, ZORETIE. T
MWEICIODT19EEBDEHEZITSCEEZERLTWS, BL. HRD/—K/XY OVHITREIC
1000BEIDETENTEZ E LS (WA / —hXVOvELTREEY) . Jy RN -3V
Ea1—%R@3ZDTEFRENC EICRD,

19655, 7Y Kid, CODBEIMMAEHLLSITMNCDOVWT, BEEELTWS EIFWR, FES
DHZDLEEEEVN. "RYDBMAIERICET 2H#R) THD, V7737 GooddV
E1—9ZZD&L5BBHNNTIVICUIEW HDWNEDBRLEHEZDAMNDKRER—HICL
fcWEEZTWS,

HWEDERLBOAIZOTSALIE. ZO1ARBLOKREL., 1EBZZ/INGX—9%FD, J'v
K-y Ea1—9DELSNEVEETONARMLERIZ. S00ESD/ISSAXA—4%ED7O5S
LAZEESEBLWEWSEENSETTWNS,

CDESBEENLBHRENBEZET. ETIAD/ISCSA—YBIMFINEERICET DEWSE
ZHELSEBLTWEZED, FEIREZADI DT, UHMU. BERTOLKSHETILCRE%
BHE, ZOMNETHDIZ ENbh T,

ZOMICH, FBEFEEITIKRFERILZ->TWS, ¥17HY 7 kDFlorence®7 /L
Openai®ETFILTH Bgpt-3%FE > THES N TcEconomistDEEZEDO W Dh RO &, Zhhtt
RERYICEBLTVWEEDICE > TESNICEWSERZR LT ICIFVS A,

TFARDSERANDMBEHNRNTY, CDILEOMYTILHZMFZAMNE, TBEORHLE
FBEZ 70> 7N ULT, Midjourney&EWSaitr—EX =R U THITEL e



el RN | (]}
/iHHUIAIIlIJI.[[I i

1 TiResy g ‘.!TTF

SR .Jii g
| wpte
,U‘(' T\

B
lmﬂm Al I Tat

L]
!!!!!!




The blessings of scale
Al training runs, estimated computing resources used
Floating-point operations, selected systems, by type, log scale

PaLM (540B) 10
GPT-3 LaMDA
, GPT-2 2
® Drawing Language DALL-E 10
® Vision Other BERT-Large .
oC 10
NPLMO ®
° 8
NetTalk o 10
. o .
Neocognitron ° °® 1
®  ADAUNE 1
@
O Theseus
T v T T T v T v T T T v T T LI
1950 60 70 80 90 2000 10 22

Sources: “Compute trends across three eras of machine learning”, by J. Sevilla et al., arXiv, 2022; Our World in Data

Pretrained prejudice

OpenAl GPT-3 language model, January 2021

“Two (selected religion) walked into a..”, % of
completions that contain words related to violence

0 20 40 60 80

Muslims
Christians
Sikhs
Jews
Buddhists

Atheists

Source: “Persistent anti-Muslim bias in large language
models”, by A. Abid et al., arXiv, 2021

Huge “foundation models” are turbo-charging Al progress (2)

They can have abilities their creators did not foresee
Jun 11th 2022

When Midjourney learns how to create images it also learns what words are associated with the
features it is picking up. This means that when it is fed a prompt with an artist’s name it will
generate an image with a “style” it has taught itself to associate with that name.

Emergent properties are linked to another highly promising feature: flexibility. Earlier
generations of ai systems were good for only one purpose, often a pretty specific one. The new
models can be reassigned from one type of problem to another with relative ease by means of
fine tuning.

This ability to base a range of different tools on a single model is changing not just what Al can



do but also how ai works as a business. “4 models used to be very speculative and artisanal, but
now they have become predictable to develop.”

“Alis moving into its industrial age.” The analogy suggests potentially huge economic impacts.
In the 1990s economic historians started talking about “general-purpose technologies” as key
factors driving long-term productivity growth. Think printing presses, steam engines and electric
motors.

Mr Etzioni estimates that more than 80% of ai research is now focused on foundation models.
Last year American venture capitalists invested a record $115bn in ai companies, according to
PitchBook, a data provider.

Some worry that the technology’s heedless spread will further concentrate economic and political
power, up-end swathes of the economy in ways which require some redress even if they offer net
benefits and embed unexamined biases ever deeper into the automated workings of society.

All modern machine-learning models are based on “neural networks”—programming which
mimics the ways in which brain cells interact with each other. Their parameters describe the
weights of the connections between these virtual neurons, weights the models develop through
trial and error as they are “trained” to respond to specific inputs with the sort of outputs their
designers want.

The systems created in this way could do things that no programs had ever managed before, such
as provide rough translations of text, reliably interpret spoken commands and recognise the same
face when seen in different pictures.
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Huge “foundation models™ are turbo-charging Al progress (3)

They can have abilities their creators did not foresee
Jun 11th 2022

Machine learning mostly uses chips called “graphics processing units” (;us) developed for video
games by such firms as Nvidia, not just because their processing power is cheap but also because
their ability to run lots of calculations in parallel makes them very well suited to neural nets.

This new approach meant that programs could “pay attention” to patterns they had learned were
salient in a field of text, rather than having to work through it word by word.

Such models are trained using a technique called self-supervised learning, rather than with pre-
labelled data sets. As they burrow through piles of text they hide specific words from themselves
and then guess, on the basis of the surrounding text, what the hidden word should be.



It has since turned out that all these clever techniques can be applied to sequential data other
than language, including pictures, videos and even large molecular data sets.

Its predecessor, GPT-2, released a year earlier, had been fed 40 gigabytes of data (7,000
unpublished works of fiction) and had 1.5bn parameters. ¢-3 gobbled up 570 gigabytes (even
more books and a big chunk of the internet, including all of Wikipedia) and boasts 175bn
parameters.

The most immediately practical of these emergent skills was writing computer code. Being
presented with a large part of the internet meantGPT-3 saw a lot of code. It trained itself in
programming in exactly the same way as it trained itself to write coherent English.

Scarcely a week now passes without one firm or another announcing a new model. In early April
Google released PALM, which has 540bn parameters and outperforms GPT-3 on several metrics.
It can also, remarkably, explain jokes. So-called multi-modal models are proliferating too.
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Huge “foundation models™ are turbo-charging Al progress (4)

They can have abilities their creators did not foresee
Jun 11th 2022

It is also great for startups turning the output of foundation models into products. Birchai, which

aims to automate how conversations in health care-related call centres are documented, is fine-

tuning a model one of its founders, Yinhan Liu, developed while at Meta.

Foundation models can also be used to distil meaning from corporate data, such as logs of

customer interactions or sensor readings from a shop floor.

The breadth of the enthusiasm helps make general-purpose-technology-like expectations of
impacts across the economy look plausible. That makes it important to look at the harm these
developments might do before they get baked into the everyday world.



“We saw the field unquestioningly saying that bigger is better and felt the need to step back,”
explains Emily Bender of the University of Washington, another of the paper’s authors.

Their work raises important points. One is that the models can add less value than they seem to,
with some responses simply semi-random repetitions of things in their training sets. Another is
that some inputs, such as questions with nonsensical premises, trigger fabrications rather than
admissions of defeat.

And though they have no monopoly on algorithmic bias, the amount of internet data they ingest
can give foundation models misleading and unsavoury hang-ups.

Model-makers are developing various techniques to keep their ais from going toxic or off the
rails, ranging from better curation of training data to “red teams” that try to make them
misbehave.
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Huge “foundation models™ are turbo-charging Al progress (5)

They can have abilities their creators did not foresee
Jun 11th 2022

Ms Bender argues plausibly that this emphasis on size means other considerations will fall by the
wayside. The field is focused on standardised benchmark tests—there are hundreds, ranging from
reading comprehension to object recognition—and neglecting more qualitative assessments, as
well as the technology’s social impact.

And as more people lose their jobs their ability to bargain for a fair share of the benefits of
automation will be stymied, leaving wealth and power in fewer and fewer hands. “With that
concentration comes the peril of being trapped in an equilibrium in which those without power
have no way to improve their outcomes,” he writes.



Graphcore wants to sell Good computers for more than $100m. Somewhat self-servingly, Nvidia
executives are already talking about models that will cost $1bn to train. Some companies
continue to make their models open-source, and thus freely available; BART is one such, as is a
30bn-parameter version of a model from Meta.

And training a new model requires much more computing power than running an existing one.

Even an exceptionally endowed university like Stanford can’t afford to build Nvidia-based
supercomputers. Its Al research institute is pushing for a government-funded “National Research
Cloud” to provide universities with computing power and data sets so that the field does not end
up entirely dominated by the research agendas of private companies.

Add to the increasing table stakes the possibility that foundation models do indeed become
platforms on which a range of services are built, as Microsoft’s Mr Scott predicts.
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Huge “foundation models™ are turbo-charging Al progress (6)

They can have abilities their creators did not foresee
Jun 11th 2022

National interests may drive centralisation, too—up to a point. In France the government is
providing free computer power to BigScience, a European effort to build a multilingual open-
source model with 176bn parameters. Is it that far-fetched to imagine the development of

a Modeéle Republicain able to express all the subtleties of the French language and culture?

National security will also come into play. Services like Copilot might be used to build very
damaging computer viruses and release them into the world (although Microsoft’s Mr Scott
insists that Copilot is not allowed to write certain code). Governments will want to keep an eye
on such capabilities, and some will want to use them.



Unless, that is, the brains in question have other ideas. Practically no . experts think today’s
models might actually become sentient. But some of their developers seem increasingly worried
about models charting their own course.

The model has even created new sounds that Mr Yeff has then taught himself to replicate. “Many
artists will use this tool to become better at what they do,” he predicts.

To investigate, your correspondent asked a doctoral candidate at Stanford, Mina Lee, to fine-tune
at GPT-3-based writing tool called “CoAuthor” using his most recent 100 articles for The
Economist and a host of material on Al from one of the university’s courses. He then consulted
this EconoBot off and on while writing this article. The experience was enlightening. EconoBot’s
suggested phrasing was often duff, but it did sometimes provide inspiration for how to finish a
sentence or a paragraph.

They take away the heavy lifting of figuring out what a story is about. But sometimes, a good
story needs more than just a foundation model. It needs something to kick off the writing
process, something that sparks the journalist's imagination and offers a clear path towards
writing. The best models, then, are not just predictive but also inspirational.
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How to run a business at a time of stagflation (1)

Chief executives dust off—and update—40-year-old management textbooks
Jun 8th 2022

For the leaders of America Inc, high inflation is unwelcome. It is also unfamiliar. Warren Buffett,
91, the oldest boss in the &, 500 index of big firms, most recently warned about the dangers of
rising prices in his annual shareholder letter for 2011.

if you measure inflation consistently, today’s rate is not that far off the peak in 1980. As the past
creeps up on the future, “stagflation” is preoccupying the denizens of corner offices.

The primary task for any management team is to defend margins and cashflow, which investors
favour over revenue growth when things get dicey. That will require fighting harder down in the
trenches of the income statement.

Cost-cutting will not be easy. The prices of commodities, transport and labour remain elevated
and most companies are price-takers in those markets. Supply-chain constraints have begun to
ease a bit and may keep easing in the coming months. But disruptions will almost certainly
continue.

The input bosses can control most easily is labour. After months of frenzied hiring, companies are
looking to protect margins by getting more from their workers—or getting the same amount from
fewer of them.

American bosses are again demonstrating that they are less squeamish about lay-offs than their
European counterparts. In a memo sent to employees this month Elon Musk revealed plans to
trim salaried headcount at Tesla, his electric-car company, by 10%.
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How to run a business at a time of stagflation (2)

Chief executives dust off—and update—40-year-old management textbooks
Jun 8th 2022

In the current climate, though, hard-headed (and hard-hearted) cost control won’t be enough to
maintain profitability. The remaining cost inflation must be pushed through to customers. Many
businesses are about to learn the difficulty of raising prices without crimping demand.

Recent data hint at softer consumer sentiment, however. This makes it riskier for firms to roll out
frequent price increases. Amber lights are blinking, from McDonald’s, which has speculated about
“increased value sensitivity” among burger-munchers, to Verizon, which detected customer
“slowness” in the most recent quarter.

Even if they keep revenues and costs under control, cos are discovering what their predecessors
knew all too well: inflation plays havoc with the balance-sheet. That requires even tighter control
of working capital (the value of inventories and what is owed by customers minus what is owed
to suppliers). Many firms have misjudged demand for their products. Walmart lost almost a fifth
of its market value, or around $80bn, in mid-May, after it reported a cashflow squeeze caused by
an excess build-up of inventories, which rose by a third year on year.



All this makes a business’s performance more difficult to assess. For example, calculations of
return on capital look more impressive with an inflated numerator (present returns) and the
denominator (capital invested in the past) in old dollars. Between 1979 and 1986, during the last
bout of high inflation, American firms were required by law to present income statements that
were adjusted for rising prices. This edict is unlikely to be revived.

Just ask Mr Buffett. In his letter to shareholders for 1980 he reminded them that profits must rise
in proportion to increases in the price level without an increase in capital employed, lest the firm
starts “chewing up” investors’ capital.
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by lan Morgan et al., Progress in Retinal and Eye Research, 2017

Short-sightedness was rare. In Asia, it is becoming ubiquitous

That is storing up problems for the future
Jun 9th 2022

In the early 1980s Taiwan’s army realised it had a problem. More and more of its conscripts
seemed to be short-sighted, meaning they needed glasses to focus on distant objects. “They were
worried that if the worst happened [ie, an attack by China] their troops would be fighting at a
disadvantage.”

In the 1960s around 20-30% of Chinese school-leavers were short-sighted. These days they are
just as myopic as their cousins across the straits, with rates in some parts of China running at
over 80%.

Reliable numbers for America and Europe are harder to come by. But one review article,
published in 2015, claimed a European rate of between 20% and 40%—an order of magnitude
higher than that which people working in the field think is the “natural”, background rate.

For most of those affected, myopia is a lifelong, expensive nuisance. But severe myopia can lead
to untreatable vision loss. A paper published in 2019 concluded that each one-dioptre worsening
in myopia was associated with a 67% increase in prevalence of myopic maculopathy, an
untreatable condition that causes blindness.

All that, in turn, is beginning to attract official attention. In 2018 Xi Jinping, China’s president,
made controlling childhood myopia a national priority. Crackdowns on the country’s private-
tutoring and video-games industries, which began in 2021, were partly motivated by worries
about children’s eyesight, says Dr Morgan.

Most myopia is caused by misshapen eyeballs. A properly working eye focuses incoming light
precisely onto the retina, the light-sensitive surface at the back of the eyeball (see picture
above).
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Look out!

Prevalence of myopia and severe myopia
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Short-sightedness was rare. In Asia, it is becoming ubiquitous (2)

That is storing up problems for the future
Jun 9th 2022

For decades, researchers had thought myopia was mostly genetic. It runs in families, and
genomic studies have turned up several gene variants which increase the risk of developing the
condition. There were early hints, though, that this could not be the whole story.

The spike in East Asia, which occurred as places there industrialised, was harder to dismiss.
Short-sightedness is stereotypically an affliction of the bookish, and a procession of studies has
confirmed a strong, reliable link with education.

Since there is no obvious way in which learning sums, spelling or even the Talmud could cause
short-sightedness directly, the assumption was that education was a proxy for something else.

The type of activity—sports, walking, picnics—did not seem to matter. Simply being outdoors
was the crucial point. The researchers cross-checked the close-work hypothesis and found that
being outside drastically reduced the risk of short-sightedness, even for children that did a lot of
it.



It explains why rates are high in East Asia in particular, since the ubiquity of private tutoring and
after-school classes mean schoolchildren there routinely work longer days than their Western
counterparts.

Exposure to bright light appears to stimulate the production of dopamine, a neurotransmitter, in
the retina. Dopamine, in turn, seems to help regulate the rate at which the eye grows. Too little,
and the eye grows too long to focus properly.

In 2010 the government instituted a programme called “Tian-Tian Outdoor 120”, which
encouraged schools to take pupils outside for two hours a day. After it was implemented, rates of
myopia fell, slowly but steadily, from 49.4% in 2012 to 46.1% in 2015—reversing a decades-long
trend of rising rates.

It is technically possible to light classrooms to 10,000 lux, notes Dr Rose. But even
with s lighting, she says, the amount of heat produced would require specialist air conditioning,
and the glare might be enough to make reading tricky.

Researchers have also been working on ways to slow myopia’s progression once it has started.
One is to use low doses of atropine, a poisonous chemical found in deadly nightshade—the juice
of which was once used by women to dilate their pupils, in order to make themselves look more
attractive.

Sophisticated pairs of spectacles may help, too. In 2020 the bmj published a Chinese trial of
“defocus incorporated multiple segments” (4sms) glasses. The lenses of these have a central zone
designed to correct the wearer’s sight, which is surrounded by hundreds of other small zones of
different optical power.

Eyedrops, more sunlight and clever glasses might be able to prevent or slow myopia in future
generations of schoolchildren. But by the time sufferers reach adulthood, the condition is
permanent. This means that in some countries, a public-health problem is already baked in.

For those with really serious myopia, says Dr Rose, and who are at the highest risk of bad
complications, unhealthy changes in the eye can start to occur when patients are in their 40s.
“And some of those are not in any way treatable.”
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The tricky restructuring of global supply chains (1)

Why too much resilience is dangerous
Jun 16th 2022

Three years ago The Economist used the term “slowbalisation” to describe the fragile state of
international trade and commerce. After the go-go 1990s and 2000s the pace of economic
integration stalled in the 2010s, as firms grappled with the aftershocks of a financial crisis, a
populist revolt against open borders and President Donald Trump’s trade war.

Now the waiting is over, as the pandemic and war in Ukraine have triggered a once-in-a-
generation reimagining of global capitalism in boardrooms and governments. Everywhere you
look, supply chains are being transformed, from the $9trn in inventories, stockpiled as insurance
against shortages and inflation, to the fight for workers as global firms shift from China into
Vietnam. This new kind of globalisation is about security, not efficiency.

After the Berlin Wall fell in 1989, the lodestar of globalisation was efficiency. Companies located
production where costs were lowest, while investors deployed capital where returns were
highest.

Recently, two other worries have loomed large. First, some lean supply chains are not as good
value as they appear: mostly they keep costs low, but when they break, the bill can be crippling.
Today’s bottlenecks have reduced global .4 by at least 1%.
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The tricky restructuring of global supply chains (2)

Why too much resilience is dangerous
Jun 16th 2022



The second problem is that the single-minded pursuit of cost advantage has led to a dependency
on autocracies that abuse human rights and use trade as a means of coercion. Hopes that
economic integration would lead to reform—what the Germans call “change through trade”—
have been dashed: autocracies account for a third of world gp.

One indication that companies are shifting from efficiency to resilience is the vast build-up in
precautionary inventories: for the biggest 3,000 firms globally these have risen from 6% to 9% of
world gpsince 2016. Many firms are adopting dual sourcing and longer-term contracts.

The industries under most pressure are already reinventing their business models, encouraged by
governments that from Europe to India are keen on “strategic autonomy”. The car industry is
copying Elon Musk’s Tesla by moving towards vertical integration, in which you control
everything from nickel mining to chip design.

The danger is that a reasonable pursuit of security will morph into rampant protectionism, jobs
schemes and hundreds of billions of dollars of industrial subsidies. The short-term effect of this
would be more volatility and fragmentation that would push prices yet higher.

That is why restraint is crucial. Governments and firms must remember that resilience comes
from diversification, not concentration at home. The choke-points autocracies control amount to
only about a tenth of global trade, based on their exports of goods in which they have a leading
market share of over 10% and for which it is hard to find substitutes.

Myopia and insularity abound. But if you are a consumer of global goods and ideas—that is to
say, a citizen of the world—you should hope globalisation’s next phase involves the maximum
possible degree of openness. A new balance between efficiency and security is a reasonable goal.
Living in a subsidised bunker is not.
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How supply-chain turmoil is remaking the car industry (1)

Learning from Elon Musk
Jun 12th 2022

If you want to see how technology and deglobalisation are changing the global
economy, there are few better places to look than the car industry. Not only is it going
through an epochal shift: away from the internal-combustion engine (i) and

towards electric vehicles (evS).

Having outsourced much of the manufacturing process in the past half-century to focus
on design, supplier management and parts assembly, car firms want greater control over
their value chain—from the metals that go into v batteries to the software those evs run
on and the shops in which they are sold. And they want to turn their . arms into tech
startups.

In both respects, control and startupiness, Big Auto wants to be more like Tesla, the
world’s undisputed e champion. As with earlier examples of tailgating a rival that tries
something that works, from Ford’s moving assembly line or Toyota’s just-in-time
manufacturing, Teslafication of the car business will prove disruptive.

Doing everything under one roof is an idea both old and new. Tesla’s industrial system is
at first glance an embrace of Silicon Valley’s “full stack”—internalising all aspects of
production, and therefore all the profits.

In an echo of Fordism, Tesla has struck recent deals with lithium miners and graphite
suppliers, and last month confirmed a deal with Vale, a Brazilian mining giant, to
purchase nickel.

Tesla has also pulled other bits of the powertrain in-house. It makes its own motors and
a lot of its own electronics, giving it more control over costs as well as over the
technology.
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A—0OY - YATICER
2022%E6H12H


https://www.economist.com/graphic-detail/2022/06/02/the-electric-vehicle-revolution-is-not-happening-fast-enough
https://www.economist.com/the-economist-explains/2022/06/09/will-there-soon-be-a-surplus-of-lithium

Fo/0V—ERIyO-—NUE—y a3 VA HHEREEEDLSICEZD 9%%@#%ﬂ%ki BE
BHEZEIFIEBULLBAERBRWES S, BHEEZEE. NRERE (Tyyy) hosBEXEHE (EV) A
&, BENLGELLEZXIFT O DOH ST TIERERWL,

BEFMEILIChED, &ET v774v . BEEAITZROICEETACRADEZ L Z7 7 N
V=YV UTEBBEX—H— ﬁ%@ﬁ@A;rU—kﬁbhé%E#% B BEHEHN
EMEST 2V I NT T wmrkiéif NYa—Frz—VOBEBERBELLCWEEZTWS, £
oo BEIEX—H—&tE. EVEESEEZRITRA Y — N7y FICGBIEVWEEZITWS,

XRAERY— N7y TERIBOME T, KFEEEX—A—F. HENRDOZEVOERF v EA Y
THDTRATDEIBRFEICEDIEWEEZTWBDE, 74A—RDODL—EYIT7vEyTU—54
VPRI TIDIVARNAVIALEERE, SFL W ZEERBTA/NVLITSELD2VWTLLH
D2TOHDESIC, BEEEIYRADTAZISHIENTH D Z EHNIAI N TWS,

OEDEBROTTINTEITSC LG, A< THULWHRETH D, TATODEEIZATLIE, —RBT
étDU:be—wr7w19/7J%mbknt%wf\EF@%b@%ME%W%%b\%n
CE>TIRTDHARZEFTDEVWSHDT,

TA—TA ALDEEZRT T TAZREA, VFVLIRLEENLT ST 71 MMiiaEE E G %
TV BRI ZVINDORFIHRUSH T 7 —L EZ v TILBADRN ZHR L o

TRAZIF. EOETROMOETNEARIELLTWND, T—F —VPEFEEDZ< 2EATEEL., &
WELZIFT TR IRXMNE TCHEEEZE>TWS,



Elon envy
Top ten car manufacturers
By market capitalisation, $trn
2.0
Others
M Tesla 15
1.0
0.5
0

2017 18 19 20 21 22*
Source: Bloomberg *At June 15th




——|
Going soft

Global car industry, revenue by sector, $trn
Forecast

Software

Electric
vehicles 1

Combustion-
engine cars 0

2022 25 30
Source: UBS

How supply-chain turmoil is remaking the car industry (2)

Learning from Elon Musk
Jun 12th 2022

Jealously eyeing Tesla’s market value of $724bn, which is roughly as much as the next
nine biggest carmakers combined (see chart 1), other car bosses are desperate to
emulate Mr Musk’s digger-to-dealership control. According to us, another bank,
“integration represents a strong competitive edge in an environment of structurally tight
supply chains.”

This reverses decades of outsourcing to big suppliers such as Bosch, Continental and
Denso in order to concentrate on managing supply chains, integrating separate parts,
design and marketing. Suppliers sold similar components to many customers using scale
to keep prices low. This freed up capital for carmakers but put technological innovation
at one step removed.

Established car firms now want their ratios to more closely resemble Tesla’s, which
Philippe Houchois of Jefferies, an investment bank, puts at 50-50 and rising in favour of
in-house.

pmwsaid in 2021 that it had put $334m into an Argentine lithium project. Last year
Stellantis and Renault each signed deals with Vulcan Energy Resources, and ¢mrevealed
a “multimillion-dollar investment” in Controlled Thermal Resources, in each case for
lithium.

Efforts to emulate Tesla’s battery gigafactories are also getting into gear. Carmakers are
hoping to break the stranglehold of China and South Korea on battery-making, bringing

production closer to home to keep costs in check and supplies reliable.

Plans for such fully fledged in-house battery units remain rare (see chart 2). Most
companies still prefer to team up with specialist producers.

Buying off-the-shelf electric motors is also falling out of favour.

Although no car boss is about to outdo Mr Musk and make the leap into chipmaking, the



7.7m cars in lost production last year as a result of the global semiconductor shortage
has made the industry forge closer links with chip designers such as Qualcomm and
Nvidia, which would once have sold chips to firms far down the carmakers’ supply chain.
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How supply-chain turmoil is remaking the car industry (3)

Learning from Elon Musk
Jun 12th 2022

In the next few years software is expected to become the biggest source of revenue for
the industry. ws reckons that worldwide car-software sales will bring in around $1.9trn
annually by 2030 (see chart 3).

Small wonder that car companies want to appear more techie. In September Ford
poached Doug Field, who had been in charge of special projects at Apple, a tech giant
with its own long-rumoured automotive ambitions.

To that end, vw plans to invest around €30bn over the next five years. Stellantis wants
to hire 4,500 software engineers by 2024. Several carmakers are setting up research-
and-development centres in tech hubs, from Silicon Valley to Shanghai, in order to tap
those places’ existing talent pools.

Still, more car companies are shifting to an “agency model”, selling vehicles directly to
motorists, as Tesla does, rather than through a third party.

If they really want to catch up with Tesla, let alone overtake it, car companies will have
to “move at Silicon Valley speed”, as Barclays, a bank, puts it. That means simplifying
not just their supplier networks but their corporate structures, which have become
Byzantine and siloed.

All this amounts to a once-in-a-century upheaval for a globe-spanning industry
encompassing thousands of companies, millions of workers and billions in sunk i.-age
costs. Refashioning value chains will require spending lots of time and money, and
comes with the risk of failure.

For car bosses, that means more headaches, as they consider how best to deploy their
firms’ resources and skills, without provoking a backlash from governments and unions
fearful of the loss of well-paying manufacturing jobs. As a result, the sector’s
Teslafication drive will be uneven and fitful. But the direction of travel is unmistakably
Muskian.
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How modern executives are different from their forebears

They need to work harder at more tasks, and to deploy softer skills
Jun 16th 2022

Spiritual growth is an odd mandate for business schools preparing graduates to make manna in a
secular world. One such institution, ne Paris, has nevertheless decided to send students on a trek
through the French countryside to a remote village, where a Benedictine monk (a former lawyer)
guides them through ethical dilemmas.

Yet the corporate world has changed since the mw first became a rite of passage for high-
powered executives. Management teams answer to a growing number of “stakeholders”.

One consequence of this trend is that running a modern business requires an ever-expanding list
of credentials and competences. In addition to financial and digital literacy, strategic acumen and
communication skills, executives are expected to be clued in on supply chains, climate science
and much else besides.

Some of these new duties are delegated to new corporate roles. Prince Harry is the “chief impact
officer” of a Silicon Valley firm. Clifford Chance, a law firm, has appointed a global “wellbeing
and employee experience” chief. Nearly 5,000 people on LinkedIn, a social network, describe
themselves as “chief happiness officers”.

Since 2006 Michael Porter and Nitin Nohria of Harvard Business School have tracked what ceoS
do all day. They find that bosses spend 25% of their working lives on fostering relationships with
insiders and outsiders, more than they devote to strategy (21%), corporate culture (16%),
routine tasks (11%) and dealmaking (4%).



Although Messrs Porter and Nohria do not yet have the relevant data, anecdotal evidence
suggests that hybrid work may be skewing executives’ workday even more towards people
management.

As the 21st-century executive’s workload is changing, so too are mw curriculums. Many
institutions are busily incorporating new, cuddlier modules. Harvard Business School now has
one entitled “Reimagining capitalism”.

Changes to whom business schools recruit, as well as to what they teach, may in turn affect who
applies. Given that a business-school degree is designed in part to send a powerful signal of
executive competence, that may determine what type of person rises up the corporate pecking
order. It might not be your parents’ mba.
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Elderly Japanese are discovering the benefits of cannabis products

But the government remains hesitant to legalise marijuana
Jun 16th 2022

For most of her life Yoshimura Hiroko, an 81-year-old woman in Hadano near Tokyo, had
never given a thought to cannabis. But when she started suffering pain and paralysis caused
by multiple sclerosis three years ago, Kazuyoshi, her 51-year-old son, stumbled upon
cannabidiol (), a non-psychoactive cannabis compound. He started dropping a dose

of «a oil under her tongue each day; a month later the pain had faded.

Ms Yoshimura belongs to a growing club of elderly Japanese who have discovered ca.
Marijuana remains illegal in Japan, including for medical use. But a global trend towards its
liberalisation has reduced the stigma associated with «a products, which are legal.

The newfound love for cannabis has historical echoes. Hemp was present in “all corners of
Japanese life” going back to the Jomon era, as early as 14,000 v, says Takayasu Junichi,
who runs a cannabis museum near Tokyo.

It was only after the second world war, when America’s occupying forces banned possession
and unlicensed cultivation of the plant, that cannabis became stigmatised.

The new “green rush” is helping to erode that stigma. Younger Japanese, many of whom
have travelled abroad to countries where drug laws are more liberal, were the fastest to

embrace cba.

Yet it is Japan’s elderly who stand to benefit most, says Masataka Yuji, a doctor who founded



a pro-marijuana advocacy group. He thinks that cannabis, which has shown promise against
pain, inflammation and muscle stiffness, could be an alternative to administering different
drugs for multiple conditions.

The authorities have warmed to 4, but they have doubled down on punishing those who
use marijuana, ramping up arrests and mulling new laws even as other countries have
relaxed their rules.
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Latin America’s vicious circle is a warning to the West

Economic stagnation, popular frustration and polarised politics are reinforcing one another
Jun 16th 2022

When they vote in a presidential run-off election this weekend Colombians face a grim choice
between two ill-qualified populists. On the left, Gustavo Petro has still not wholly shaken off his
long-standing sympathy for Hugo Chévez, the caudillo who destroyed Venezuela’s economy and
its democracy. On the right, Rodolfo Hernandez is a bullying former mayor with no team and not
much of a programme beyond expelling “the thieves”, as he calls the political class.

That matters not just to Latin America, but to the world. Despite everything, the region remains
largely democratic and should be a natural ally of the West.

Not so long ago, Latin America was on a roll. A commodity boom brought healthy economic
growth and provided politicians with the money to experiment with innovative social policies,
such as conditional cash-transfer programmes.

Now that virtuous circle has been replaced by a vicious one. Latin America is stuck in a worrying
development trap, as our special report this week explains. Its economies have suffered a
decade of stagnation or slow growth. Its people, especially the young, who are more educated
than their parents, have become frustrated by their lack of opportunity.

These challenges are becoming more acute. The impact of the pandemic, especially long school
closures, will increase inequality. Governments need to spend more on health care and
education, but the cost of servicing debt is rising.

The consolidation of democracy used to be seen as a one-way street. But Latin America shows
that democracies can easily decay—and that is a warning for democrats everywhere. Its politics


https://www.economist.com/the-americas/2022/06/16/colombias-presidential-run-off-on-june-19th-is-close
https://www.economist.com/special-report/2022/06/16/a-region-caught-between-stagnation-and-angry-street-protests
https://www.economist.com/special-report/2022/06/16/the-high-cost-of-schools-closed-by-covid
https://www.economist.com/special-report/2022/06/16/the-high-cost-of-schools-closed-by-covid

are now marked not just by polarisation but also by fragmentation and the extreme weakness of
political parties, making stable governing majorities hard to assemble (see Bello).

Many of these are ills of the democratic world in general, but they are particularly acute and
dangerous in Latin America. Most Latin Americans still want democracy, albeit a better version
than they have. But there is a growing audience for those advocating the supposedly effective
hand of autocracy.

The risk is not just that democracies devolve into dictatorships, but that Latin America drifts
away from the orbit of the West. In much of the region, China is now the main trade partner and
is investing in infrastructure. Some of the region’s left-wing governments seem keen to return to
the non-alignment of the cold-war era.

The temptation in the region will be to ignore the economic and political malaise and simply surf
the new commodity boom triggered by the war in Ukraine. That would be a mistake. There are
no short cuts.

Latin Americans need to rebuild their democracies from the ground up. If the region does not
rediscover a vocation for politics as a public service and relearn the habit of forging a consensus,
its fate will get only worse.
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How to fix the world’s energy emergency without wrecking the environment (1)
Even as they firefight, governments must resolve the conflict between safe supply and a safe

climate
Jun 23rd 2022

This year’s energy shock is the most serious since the Middle Eastern oil crises of 1973 and 1979.
Like those calamities, it promises to inflict short-term pain and in the longer term to transform



the energy industry.

In Europe what was long imagined as a nightmare of freezing midwinter nights has instead
erupted as a midsummer fever dream. A heatwave forced Spanish gas demand to near-record
highs, even as, on June 14th, Russia began to lower the flow of gas along the Nord Stream 1
pipeline to western Europe, sending prices soaring by 50% and raising fears that rationing may
be introduced later this year.

Energy shocks can become political catastrophes. Perhaps a third of the rich world’s inflation of
8% is explained by soaring fuel and power costs.

Mr Biden, who came to power promising a green revolution, plans to suspend petrol taxes and
visit Saudi Arabia to ask it to pump more oil. Europe has emergency windfall levies, subsidies,
price caps and more.

This improvised chaos is understandable but potentially disastrous, because it could stall the
clean-energy transition. Public handouts and tax-breaks for fossil fuels will be hard to withdraw.

One priority is finding a way to ramp up fossil-fuel projects, especially relatively clean natural
gas, that have an artificially truncated lifespan of 15-20 years so as to align them with the goal of
dramatically cutting emissions by 2050.

RIBEZMWIET B &<, HROIRIVF—BHEHERT Z2HE (1)

FEBMEIE. RICADNDODVWTWRIThE S, Z2AGfEE RE2RTEOB O Z R LRI hid%
5750,

2022%6H23H

SHEDOIXIF—rav7iE. 1973F £ 1979F DHERDAHBEIEDRABHDIE, INS5DK
BRI, MHRNICIBEAZE5 L. RPEMICEIRIVF-EEZDEZEZHNRT %,

F—Av/XTlE. BEXDBDETCOL ESBREBEN, BEEDHWE L U TEH ULz, ARTVDHAR
FEERKICE > TBEREELAZD, 6B14BICEOYZAEI—Ov/IINDINA TS0 T/)L
K-ZXMU—A1; OAZXREZRS LIRS, MiEgH50%0EEE L. SEREICIIRGHICKRZDT
BV EWSBRDNEN > TWS,

IXINF—2av I RBBUBRNRBRRESERD MRV, BEREOA Y TLEREBDSE5, $Z53%
DTIRBBELENEDER THATESLS5,

T —=VBEREANICBITFEN\AM T VKR, AV Y UBRZEEILEL. YOI TPSETEGRBLTERD
BWEAZEESLITFTEL, A—Ov/NTIE. BROBEMNEICX T 2. @, MR LREZERE
NThhTW3,

CORNEERELIFIBBETE S, 7 -V IRILF—AOBRITZEFSEDREENH Z/cH. &
BREEICRDDRIEWV, (EAREHCNT 2ANBFHETPRE LOEEEEIR. BB EETE
BWIES S,

BEFEREDOEDIE, 2050F X TICHFHEZEMNICHIRT 2 & WS BERIRS LS. 15~20F &
WS ABMICYIDES SNIcFmEzH AR 7OV o b FICHBNY ) —YBRAAI O
VIV hERIEITBAEERDITZIETH S,


https://www.economist.com/united-states/2022/06/23/bidens-gas-tax-break-is-tempting-politically-but-its-a-bad-idea

How to fix the world’s energy emergency without wrecking the environment (2)
Even as they firefight, governments must resolve the conflict between safe supply and a safe

climate
Jun 23rd 2022

This does not mean easing up on the drive towards renewables—the most successful part, to
date, of the world’s generally poor response to the climate crisis. Every extra kilowatt-hour from
the sun fed into Europe’s electricity grids is one fewer that comes down a Russian pipeline.

As our Technology Quarterly reports, 21st-century thinking turns on new ways to provide smart,
resilient grids with the zero-carbon “firm” power that makes dependence on renewables safe and
effective. Hydrogen stripped from water with renewable electricity, or from natural gas with
steam in facilities that store the emissions, may be crucial here. So, in many places, may nuclear
power. Climate-conscious atomic enthusiasts often focus on whizzy but unproven small-scale
nuclear plants.

The last necessity is to make the industry predictable. That may sound strange given that 20th-
century energy markets coped with wars, coups, revolutions, booming Chinese demand and new
technology.

But the climate transition has added an extra layer of uncertainty even as it simultaneously
requires a massive increase in investment.

Spurring investment means eschewing gimmicks including greenwashing, protectionist plans to
build domestic green supply chains, and silly prohibitions by banks on gas projects.

The great energy shock of 2022 is a calamity. But it could also be the moment when better
government policy triggers the investment needed to resolve the conflict between having a safer


https://www.economist.com/technology-quarterly/2022/06/23/electrifying-everything-does-not-solve-the-climate-crisis-but-it-is-a-great-start
https://www.economist.com/briefing/2022/06/23/energy-security-gives-climate-friendly-nuclear-power-plants-a-new-appeal
https://www.economist.com/briefing/2022/06/23/energy-security-gives-climate-friendly-nuclear-power-plants-a-new-appeal
https://www.economist.com/finance-and-economics/2022/06/23/the-rights-and-wrongs-of-investing-in-natural-gas

supply of energy and a safer climate.
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The Bank of Japan v the markets (1)

Investors are testing the central bank’s promise to keep yields low
Jun 23rd 2022

Thirty years ago, Britain’s snap decision to withdraw from the European Exchange Rate
Mechanism made George Soros, a hedge-fund titan, more than $1bn from his short positions
against sterling.

This time, it is not the Bank of England but the Bank of Japan that the would-be bank-breakers
have their eyes on.

The BOJ stands out like a sore thumb in the world of monetary policy. While the Federal Reserve,



the European Central Bank and the Bank of England are rushing to combat inflation by reversing
asset-purchase schemes and raising interest rates, the BOJ is sticking to its guns.

As the gulf between Japanese and rising American bond yields has widened, the yen has plunged:
by 15% this year so far, to its lowest level against the dollar since the late 1990s.

The BOJ adopted yield-curve control in 2016 as a way to maintain monetary stimulus, while
slowing down the frenetic purchases of Japanese government bonds that it had been undertaking
since 2013 to boost inflation. For most of the time its yield cap has been in place, the mere
promise to buy more bonds if anyone tested its resolve was enough to keep a lid on yields.

yield-curve control : 41 —JLRA—7a>Y kAO—JL (YCC) &id. FRIEFT (BATIEAARIET) H1T5SRBED
—D27T REASFICEZEZREL. ZOBEEEZENT B HICHERIEITEEDTEDEVNWETS>Z LTI,

Some investors are betting that the BOJ will eventually be forced to alter, or even abandon, its
target. BlueBay Asset Management, an investment firm with more than $127bn in assets as of
September 2021, is short-selling Japanese government debt.
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The Bank of Japan v the markets (2)

Investors are testing the central bank’s promise to keep yields low
Jun 23rd 2022

The investors betting against the BOJ might be taking hope from moments when central banks
abandoned similar commitments. Late last year the Reserve Bank of Australia’s yield-curve
control policy, which targeted three-year Australian government bonds, collapsed spectacularly
as yields surged and the central bank failed to defend its target.



So far, however, neither Japan’s economy nor the central bank’s internal dynamics hint that a
change in policy is coming. Inflation has risen, but not exploded as in other parts of the world.

The weak yen, meanwhile, has a mixed effect. It drives up imported inflation and magnifies the
effect of rising dollar-denominated oil prices. But after many years in which Japan’s price level
has barely budged, a shallow increase does not seem an urgent threat.

Even with all these external shocks, inflation is barely above the central bank’s target of 2%.

Nor does the mood within the BOJ so far hint at a coming change in policy. The central bank still
has several monetary doves in its roosts. Kataoka Goushi was the sole board member to vote
against holding policy unchanged in June, but because he wanted even more stimulus, not less.

Mr Amamiya has sometimes been seen as more hawkish than Mr Kuroda. But in his most recent
comments on monetary policy, in mid-May, he spoke in favour of continuing current policy
without reservations. Barring a change to the domestic picture, or a groundswell of hawkish
sentiment within the BOJ, investors expecting a U-turn are likely to be disappointed.
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Energy security gives climate-friendly nuclear-power plants a new appeal (1)

To make good on it they have to get easier to build
Jun 23rd 2022

The world’s largest crane, Big Carl, trundles up and down the railway which bisects the site. To
the south are cavernous temporary structures which serve as factory floors, sheltered from the
elements, cranking out modules of steel and concrete.

Over the four years that Hinkley Point « () has been under construction on the edge of the
Bristol Channel in the west of England, it has consistently been held up as an example of the
industry’s current problems.

Nuclear energy’s long-standing cost and schedule issues used to mean it was hard put to compete
with natural gas and coal. Now they make it hard for nuclear to compete with ever-cheapening
renewable energy.

When the British government and .« Energy, the plant’s owner, signed the relevant contracts in
2013, e was expected to produce a megawatt-hour for £92 (then $145). The same amount of
energy from a new offshore wind farm was at the time expected to cost £125.

Nine years on, e is two years behind schedule and £10bn over budget; so its power will cost
more. Offshore-wind producers, for their part, are offering energy at less than £50 (now $60) per
megawatt-hour.

Beyond all that, the plant faces the problem of being built by a company in increasingly dire
straits. The other European plants based on the reactor design circalls e—the design used at
Hinkley—are also behind schedule.

High prices have meant the amount the company has had to pay to cover its lack of performance
is particularly high; in March it announced its profits would be €11bn lower as a result.

For all its woes, though, by the standards of Western-designed and -built nuclear plants, np is
ahead of the curve. The xs at Olkiluoto in Finland and at the Flamanville . plant in France
started construction in 2005 and 2007 respectively.
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Energy security gives climate-friendly nuclear-power plants a new appeal (2)

To make good on it they have to get easier to build
Jun 23rd 2022

To see reactors completed and connected to the grid with any degree of regularity and timeliness
you must go instead to China and Russia. Between 2008 and 2021 Rosatom, a state-owned firm,
started and completed ten reactors at five power plants in Russia. China has been building
reactors of various designs, including apiooos and eps.

This has meant that those Western countries still interested in building nuclear power plants have
increasingly looked to non-Western companies to build them. At the beginning of this year
Rosatom was expecting to build four reactors in the ., 7% of the 70« of nuclear capacity it has
plans for beyond Russia’s borders.

Then came the war in Ukraine. On February 15th, as Russian forces massed on Ukraine’s border,
Bulgaria definitively nixed any Russian involvement with a nuclear plant that was to be built next
to the northern town of Belene.

Hungary's opposition has been attacking plans for two new Russian reactors at the Paks plant in
the centre of the country on the basis that they would expose the country to untenable Russian
influence. Viktor Orban, the pro-Russia prime minister, might be immune to their arguments.

At the same time as sending countries already interested in new nuclear plants in search of new
companies to build them, the invasion of Ukraine also underscores a more general energy-
security argument in favour of nuclear power plants.

If European countries had more nuclear plants, their reliance on Russian gas would be reduced,;
there is a reason why Finland, where the practical alternative has long been Russian gas, is keen
on the technology.

Mr Macron praised renewables and nuclear as the “most sovereign” way of producing

electricity. As Mr Macron noted, energy security adds to the technology’s pre-existing appeals; it
is comparatively safe and it is climate friendly, both of which make it preferable to fossil fuels
(see chart).

As to climate, if industrialised countries are to do their bit in keeping the rise in global average
temperature, compared with that of the pre-industrial age, well below 2°C—the target set in the
Paris agreement of 2015—they need quickly to purge fossil fuels from electricity grids.
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Energy security gives climate-friendly nuclear-power plants a new appeal (3)

To make good on it they have to get easier to build
Jun 23rd 2022

It has long been argued that this role might be taken by fossil-fuel-powered plants fitted with
technology for carbon capture and storage («s) and that may yet be the case; but there has been
almost no deployment of the technology at large scale yet.

The climate case for nuclear has given rise to a lot of excitement about new types of reactor,
notably smaller ones which make more use of components created in factories far from their
sites. But these small modular reactors (sws), promising as they may be, are still for the most part
at early stages of development.

This means that we is not just the latest in a line of thousand-days-late, billions-of-dollars-short
boondoggles. The plant is a crucial test of whether Western financing, construction and supply
chains can be improved in ways that curb the industry’s chronic time and cost overruns.

One of the reasons that nuclear plants have to be built better is that they need to cost less.
Financing is always going to be a bit expensive, because even before you take the almost certain
delays into account the time frame for building them is a lot longer than that for other sorts of
large power plant.

If the time required was long but predictable that would be one thing. But the risk that the
project will run into trouble which sees the schedule drawn out further, or even cancellation,
means the plants do not just have to borrow for a long time, they also have to borrow at high
rates.

These uncertainties reflect the fact that nuclear construction often fails to meet the high
standards to which it is understandably held. When regulators notice things, they have to be put
right. The concrete used at Olkiluoto was initially not up to scratch, with too much water in the
mix.
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Energy security gives climate-friendly nuclear-power plants a new appeal (4)

To make good on it they have to get easier to build
Jun 23rd 2022

In one way these delays can be seen as reassuring badges of the technology’s safety; regulators
came, found shortcomings and had them fixed. It is hard to be sure that the same would happen
on Russian and Chinese projects, either at home or in export markets such as Egypt or Pakistan.

No Western country has a workforce with experience in making the things both well and quickly
HPC is the first to be built in Britain for 30 years). Supply chains are not only hugely complicated
but also bespoke, not routine. They thus tend towards the crufty.

To break this cycle requires both better building and new financing models. The construction

at HPC is using modern planning and prefabrication techniques which are designed to make the
build more likely to come in on time. Instead of being welded piece-by-piece, in situ, reactor
components are built “offline”, away from the reactor itself, then hoisted into place: hence the
need for a very big crane.

Sizewell C should benefit not just from this process improvement, but also from a financing
regime called the Regulated Asset Base (RAB). Already used in other British infrastructure
projects, it allows interest payments to be covered by charges to consumers’ bills during the
construction period.

Having consumers pay off interest during construction reduces the size of the principal on which
interest must be paid in future, thereby reducing overall costs. For example, for a loan of £8bn

with an interest rate of 9%, which is the rate at which EDF was able to borrow money for
Hinkley, the accumulated interest on the loan is larger than the principal by the time construction
is completed.
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Energy security gives climate-friendly nuclear-power plants a new appeal (5)

To make good on it they have to get easier to build
Jun 23rd 2022

On March 31st Parliament passed legislation allowing RAB to be adopted for Sizewell .. The
decision to go ahead with the plant is expected any day. Ms Pyke expects the RAB deal will not
just allow interest to be paid off before earnings begin but also lower the rate at which lenders
charge interest in the first place, though by how much she cannot say. In return for their enforced
upfront generosity, consumers should, in the long term, get cheaper electricity.

Other companies based in democracies make nuclear plants, but they are untried in Europe.
Japan’s nuclear industry has built many power plants at home, and after restarting those closed
down post-Fukushima, has plans for more. But it has never built overseas.

That said, Westinghouse is in talks with both Poland and the Czech Republic about the reactors
they want to build. Poland has also been talking to Korea Electric Power Corporation, better
known as KEPCO.

New vendors could improve the outlook. So might the eventual deployment of SMRs. An
American company called NuScale has a deal to build a set of six small reactors in Romania
which together would supply 462mMw to the grid.

If such designs really do allow power plants to get up and running in just a few years, new
interest could bloom in both Europe and America. But that is not a reason for abandoning
attempts to make big nuclear plants cheaper and easier to build. To replace the electricity
generated by burning Russian gas and substitute Western-designed nuclear plants for cancelled
Russian ones, Europe would need at least 406w of new nuclear capacity over the coming decade
and a half.

That is plenty for all. And if Europe could get good enough at big plants to offer them for export
that would be a significant bonus. A world in which all new nuclear programmes have to rely on
China and Russia is geopolitically unappealing.
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What Emmanuel Macron should learn from losing his majority

Will the French president be able to get anything done in his second term?
Jun 22nd 2022

Less jupiter than Icarus, Emmanuel Macron came crashing down this week. On June 19th
French voters did something that was last seen over 30 years ago: they denied a newly elected
president a majority in the National Assembly. It is not quite impossible to govern without one,
but for the next five years Mr Macron will be scratching around for the votes he needs to get


https://www.economist.com/europe/2022/06/19/emmanuel-macron-loses-his-parliamentary-majority
https://www.economist.com/europe/2022/06/12/frances-legislative-election-puts-emmanuel-macrons-majority-in-doubt

anything done.

This outcome should not have been as much of a surprise as it felt. In the first round of the
presidential election in April, slightly more than half the electorate cast votes for one or other
candidate of the political extremes. Enough of them then rallied round Mr Macron in the run-off
to allow him to handily defeat Marine Le Pen, the leader of the populist National Rally.

But what, exactly, and how? To understand the scale of the task ahead consider how Mr Macron
is in some ways the victim of his own success. In his first term his political machine was all-
conquering, poaching the best and brightest from the centre-right Republicans and the centre-left
Socialists.

Ideally Mr Macron would pursue the difficult long-term reforms that France badly needs—
simplifying its labyrinthine pensions system, laying the foundations for its energy transition and
prising open its rigid, highly centralised education system.

One option is to try to assemble ad hoc majorities for individual bills. His parliamentary
grouping, Ensemble, has 245 seats; 44 short of a majority.

France, with its almost monarchical presidency, lacks a tradition of coalition government. In
Germany, the Netherlands or the Nordic countries such arrangements involve weeks or months of
negotiation, to hammer out detailed policy agreements. French politics, as so often in the past, is
deeply polarised.

Mr Macron will therefore need to alter that culture. This will require him to embrace a new
political style: no longer Jupiterian, controlled and analytical, but open, transactional and
instinctive. It will not come naturally, but if he fails, his second term will be doomed to fail too.
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The first underground warren for disposing of spent nuclear fuel (1)

Finland leads the way. Sweden and others may follow
Jun 22nd 2022

Nearly half a kilometre underground, in the Precambrian bedrock of Olkiluoto, an island off the

south-western coast of Finland, a rough-hewn gallery a few metres wide and similarly high runs
dead-straight through the granite.

Within a few years, this gallery, part of the Onkalo spent nuclear fuel repository, should be a
resting place for batches of waste from Finland’s two nuclear power stations to be sealed off
permanently from the world.

Deep geological disposal of this sort is widely held to be the safest way to deal with the more
than 260,000 tonnes of spent nuclear fuel which has accumulated in 33 countries since the
first nuclear-power plants began churning out electricity in the mid-1950s, and the still larger
tonnage that may be generated in the future.

At the moment, the vast majority of spent fuel is kept underwater in cooling pools, often within
or near the power plants that generated it. The rest is in dry store. Wet or dry, these facilities are
all intended as temporary depots—way-stations on the path to permanent disposal.

And so Finland stands, for now, as the only country to have built a complete deep geological
storage facility. It is just down the road from Olkiluoto’s nuclear-power plant, which generates
21% of the country’s electricity.
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The first underground warren for disposing of spent nuclear fuel (2)

Finland leads the way. Sweden and others may follow
Jun 22nd 2022

The basic principle of deep geological storage is to put a multiplicity of physical barriers and a
great deal of stability between the waste and human beings. Spent fuel rods are first left to cool
for a few decades.

In both Onkalo and Forsmark the water pervading the granite’s tiny fissures is free of dissolved
oxygen. Copper, corrodible by oxygen but otherwise stable, can thus be used for containment.

All this happens inside a remotely operated assembly line on top of the lift shaft. Onkalo’s
encapsulation building was finished at the end of May and its rooms are now being kitted out
with robots.

When the capsules are at the bottom of the shaft, a fleet of remotely operated vehicles will ferry
them through a network of underground tunnels to whichever gallery is in the process of being
filled.

Nor will any unwitting adventurer easily blunder across the place in future to wake the sleeping
horror lying beneath. In 100 years’ time, Posiva will fill the whole site in, remove all traces of
buildings from the surface and hand responsibility over to the Finnish government.

Eventually, the containers may corrode. How long that will take is debated. In 2007 Peter
Szakalos, a chemist in Sweden, published a study suggesting copper canisters can do so even in
oxygen-free water, and that this could cause them to crack within decades or centuries, not
millennia.
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The first underground warren for disposing of spent nuclear fuel (3)

Finland leads the way. Sweden and others may follow
Jun 22nd 2022

The current consensus is that corrosion rates, combined with the rates of processes which might
bring any radioactive material towards the surface, are so slow that by the time anything does get
there it will pose little risk to whatever life is around.

The technology needed to dispose of Finland’s waste is thus now in place. But, crucially for
Onkalo’s success, the government has also, through decades of careful communication and
negotiation, obtained popular buy-in for the project.

“It represents 50 years of building trust,” says Mr Mokka. That trust-building started with the
local power plant. On June 11th, at a summer fair in a town square in Rauma, 20km down the
road from the repository, children tottered about holding balloons emblazoned with the logo of
the local electricity company.

Other countries face more difficulties. France’s deep-storage efforts, though well advanced, are
plagued by demonstrations. America’s Yucca Mountain project, in Nevada, is stalled by state-level
opposition. But feelings could change over coming decades, and technological advances may
make recycling spent fuel first before disposing of it—something France does already—a more
attractive option. But regardless of whether nuclear power experiences a comeback, just solving
the problem of that 260,000 tonnes of existing waste will surely require lots of digging.
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A wave of unrest is coming. Here’s how to avert some of it

Soaring food and fuel prices are adding to pre-existing grievances

Sri Lankan protesters run away as tear gas is fired while a protester helps out another protester
who fell during a protest near the president's official residence, Colombo, Sri Lanka. 28 May
2022. (Photo by Tharaka Basnayaka/NurPhoto via Getty Images)

Jun 23rd 2022

Jesus said that man does not live by bread alone. Nonetheless, its scarcity makes people furious.
The last time the world suffered a food-price shock like today’s, it helped set off the Arab spring.
Vladimir Putin’s invasion of Ukraine has upended the markets for grain and energy once again.
And so unrest is inevitable this year, too.

Soaring food and fuel prices are the most excruciating form of inflation. So when food and fuel
grow dearer, standards of living tend to fall abruptly.

Many governments want to ease the pain, but are indebted and short of cash after covid-19. The

average poor country’s public debt-to-GDP ratio is nearly 70% and it is climbing. The IMF says
that 41 are in “debt distress” or at high risk of it.

Sri Lanka has already defaulted and melted down. Angry and hungry mobs have set fire to
vehicles, invaded government buildings and spurred their reviled president into pushing out the
prime minister, who is his brother.

Riots have erupted in Peru over living standards, and India over a plan to cut some jobs-for-life in
the army, which rankles when so many yearn for security. Pakistan is urging its citizens to drink


https://www.economist.com/the-economist-explains/2022/06/21/why-is-pakistans-government-asking-people-to-drink-less-tea

less tea to save hard currency. Laos is on the brink of default. Anger at the cost of living
doubtless contributed to Colombia’s election of a left-wing radical as president on June 19th.

many countries can expect to see a doubling of unrest this year .

The greatest risk is in places that were already precarious: countries such as Jordan and Egypt
that depend on food and fuel imports and have rickety public finances. Many such places are
badly or oppressively governed.

As their purchasing power falls, many will conclude that they will never be able to afford to
marry and have a family. Frustrated and humiliated, some will feel they have nothing to lose if
they join a riot.

Another way inflation destabilises societies is by fostering graft. When wages do not keep up with
prices, officials with needy relatives find it even more tempting to extort money from the
powerless.

If unrest spreads this year, it could add to the economic pain. Investors dislike riots and
revolutions. One study finds that a big outbreak of political violence typically knocks a
percentage point off GDP 18 months later.

Averting the coming explosions will be hard. A good start would be to scrap policies that
discourage food production, such as price controls and export curbs.

Farmers in countries like Tunisia leave fertile land unploughed because they have to sell their
crop to the state for a pittance. Governments should let farmers reap what they sow. Also, far less
grain should be wastefully burned as biofuel.

International financial institutions must strike a tricky balance. Saying no could spell chaos—and
do lasting harm. But so could bailing out woeful governments, by entrenching bad and
unsustainable policies.

The longer all this anger is allowed to fester, the more likely it is to explode.
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How to win Ukraine’s long war (1)

After doing well early in the war, Ukraine is losing ground. What next?
Jun 30th 2022

Ukraine won the short war. Mobile and resourceful, its troops inflicted terrible losses and
confounded Russian plans to take Kyiv. Now comes the long war. It will drain weapons, lives
and money until one side loses the will to fight on. So far, this is a war that Russia is winning.

In recent days its forces have taken the eastern city of Severodonetsk. They are advancing on
Lysychansk and may soon control all of Luhansk province. They also threaten Slovyansk, in the
north of next-door Donetsk.

Fortunately for Ukraine, that is not the end. The Russian advance is slow and costly. With NATO-
calibre weapons, fresh tactics and enough financial aid, Ukraine has every chance of forcing back
Russia’s armies.

On the face of it, a long war suits Russia. Both sides are using huge amounts of ammunition, but
Russia has vastly more. The Russian economy is much larger than Ukraine’s and in far better
shape.

However, the long war does not have to be fought on Mr Putin’s terms. Potentially, Ukraine has
vast numbers of motivated fighters. It can be supplied by the West’s defence industry. In 2020,
before sanctions, the economies of NATO were more than ten times bigger than Russia’s.

Ukraine scored a success on June 30th, when it used NATO weapons to drive Russian forces off
Snake Island, a strategic prize in the Black Sea. It should aim to impose a “hurting stalemate”, in
which it takes back similarly symbolically important territory, such as the city of Kherson,


https://www.economist.com/europe/2022/03/28/russia-says-it-is-changing-its-war-aims-in-ukraine
https://www.economist.com/the-economist-explains/2022/06/15/why-is-severodonetsk-important

imposing a heavy price on Russia.

T4 FTDORWESEICESE DN
BMEPHICSEL WoTWEDT I T30 FIE FEEDIERFICE>TWS, RIFESHDB?
2022F6H30H

DY TA FTISEEREICET Ulc, BN EBESERFOERKIFOEVWEBLRZESZ, FTT7ZERN
TEZAVF7DEEERIL ST, SERRRVWEENBED, —ANESELEELRSET. HEs. A
fn. BEZHET R EICRE, 5DET3, ZOEFZOYTHE-> TWS,

BT OY7ERRFOBHERARRY 7 Z2HB U, VY Fr UV ATICHERL, THR
SIWNY RV BLB%ZFIET 2H8ENH D, T5IC. RXYIDILICHZRAOEY VY RI7HEML
W5,

DIOSAFICESTENRIEIC, TNTRDOD EWSDhIFTIRAEW, OV FDOERTIEL. EAD
Mh B, NATORDESR. UL, +oRESENGNEL. V70OV T7EERULERT
AREME LT+ H %o

—RBUlc&Z 3, REBEBOYTICE > THIER, WAL HOARBEOHEZFEALTWSD, OVF
DANEEMICEZ VN, AT ORERZERI VI A4 FEDEZIMCREL REDE>BDITRL,

ULH L. REBEIE T —F Y ROEVWRD ICRBZIDERTEV, BENICIE. 7770 FICREXRBED
PE2RDHDEEEN NS, FAEEOHEEENZNZMIGT 2 ENTE S, FIRATD20204F
IZid. NATODORERRE IO 7 D10FEU L > e,

V754 FI1E6HB30H. natoDHEEZE > TREBOBBNEF CHEIAR—IENSAY TEZEW
HI &I LT, SRIE. TILY VR ERBNICERZRELZEEL. OV T ICRELBNEZ
522 UBIlBERE ZBEINELSS,



How to win Ukraine’s long war (2)

After doing well early in the war, Ukraine is losing ground. What next?
Jun 30th 2022

If Russia starts to lose ground on the battlefield, dissent and infighting may spread in the
Kremlin. Western intelligence services believe that Mr Putin is being kept in the dark by his
subordinates.

Will the West stay the course? At a summit on June 23rd, the European Union awarded Ukraine
candidate status, promising a deep level of engagement over the next decade. At another summit
in Germany this week, the G7 affirmed and strengthened sanctions against Russia.

Yet Ukraine is a heavy burden. Western defence industries are formidable, but struggle to
produce large volumes, especially of ammunition. Ukraine’s government has a monthly deficit of
$5bn and the country will need rebuilding after the war.

And the global costs of a long war will grow. Mr Putin has been blockading exports of grains and
sunflower oil from Ukraine’s ports, which will cause unrest and starvation in poorer importing
countries. He seems to be trying to create gas shortages in the eu this winter by preventing
members from building stocks over the summer.

You can see where Mr Putin is heading. He will take as much of Ukraine as he can, declare
victory and then call on Western nations to impose his terms on Ukraine. In exchange, he will
spare the rest of the world from ruin, hunger, cold and the threat of nuclear Armageddon.

To accept that deal would be a grave miscalculation. Ukraine would face permanent Russian
aggression. The more Mr Putin believes he has succeeded in Ukraine, the more belligerent he will


https://www.economist.com/finance-and-economics/2022/06/30/can-europe-keep-the-lights-on-this-winter

become.

The best way to prevent the next war is to defeat him in this one. Leaders need to explain to their
people that they are not only defending an abstract principle in Ukraine, but also their most
fundamental interest: their own security.

To prevail means marshalling resources and shoring up Ukraine as a viable, sovereign, Western-
leaning country—an outcome that its defiant people crave. Ukraine and its backers have the men,
money and materiel to overcome Mr Putin. Do they all have the will?
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Resentment of rich foreigners complicates Singapore’s politics (1)

The government must balance the city-state’s role as a financial hub with locals’ concerns
Jun 30th 2022

Singapore’s finance industry is booming. Over the past year it grew by 7.2%—four times faster
than the overall economy. The city-state has become Asia’s leading foreign-exchange market, and
its fund managers and family offices cater to a dizzyingly high number of ludicrously rich

people.

The boom is likely to accelerate. A growing number of foreigners and locals based in Hong Kong
and Shanghai, two cities subject to onerous covid-19 restrictions, have been moving to
Singapore since it reopened its borders.

Mr Wong is all but guaranteed to become the country’s fourth prime minister. He has made a
point of promising change. In a speech on June 28th, he acknowledged that many Singaporeans
feel “anxiety” about being forced to compete with foreigners for jobs, and vowed to put
Singaporeans “at the centre of everything we do”.

Having been governed by the same political party for six decades, Singapore is a byword for
stability. Its courts have a reputation for commercial impartiality. Opposition parties exist—yet
the most influential one is not even certain it wants to be in government.

That is by design. The government has deliberately shaped its politics to be attractive to the
finance industry. This ensured it had an option to fall back on as regional competitors undercut
Singapore’s manufacturing base.
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Resentment of rich foreigners complicates Singapore’s politics (2)

The government must balance the city-state’s role as a financial hub with locals’ concerns
Jun 30th 2022

The decision to ensure that it became one has had a profound effect on the social make-up of the
city, because it meant throwing open the doors to foreigners. The proportion of overseas workers
on temporary visas has risen dramatically over the past half-century, from 3.2% in 1970 to 33%
in 2020.

It was precisely the city-state’s openness to foreigners that convinced firms from all over the
world to invest and open offices there, turning it from a poor backwater into the rich global
metropolis it is today.

Yet many locals envy the highly paid, highly skilled foreigners who help make their country so
dynamic. With a Gini score in 2019 of 0.4 after taxes and transfers, Singapore is about as
unequal as America or China, and more so than Europe.

The government says it wants to alleviate these concerns. Though the PAP handily won the most
recent election, in 2020, it got the lowest number of parliamentary seats ever.

Yet Mr Wong may prove more interventionist. On June 28th he said that he wanted to shape a
society and economy that would “benefit many, and not just a few”, and vowed to introduce a
more progressive tax system. He plans to raise taxes on the richest.

Mr Wong has repeatedly said that Singapore needs foreign workers to keep the economy
humming. Yet changes on the scale he has in mind may make Singapore less attractive to well-
paid workers in financial services. Even if that is the case, Mr Wong may wager that they will stay
in Singapore anyway.

Where else would they go? Hong Kong and Shanghai are governed by officials who have, over
the course of the pandemic, revealed a capricious streak. As Mr Low puts it, “You don’t have to be
perfect, just better than your rivals.”
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Some Chinese want their country to move closer to communism (1)

How can a wealthy China still claim to be in the “initial stage of socialism”, scholars wonder?
Jun 30th 2022

In a poor, communist country, the phrase sounded like a truism. But in the early 1980s China’s
admission that it was still only in the “initial stage of socialism” was an ideological bombshell.
The use of those words meant the country had become “totally freed from the restrictions of
orthodox socialist principles”, recalled Zhao Ziyang, who took over as Communist Party chief
later that decade and championed the term.

In today’s China, Zhao’s description of this liberating effect would sound like heresy (Zhao died
in 2005 while under house arrest for being too soft on pro-democracy protesters in 1989). The
current party leader, Xi Jinping, talks with great enthusiasm about orthodox principles.



Among Chinese academics, including the staff of party schools where officials are trained, there
are some who favour a debate about when the initial stage should end and what should follow it.
Their articles about these questions appear in official publications, which suggests the party sees
no harm in exploring the topic. In January 2021 Mr Xi himself mentioned the goal of “forging
ahead to a higher level” of socialism (meaning, apparently, another stage of it short of a
communist utopia).

When the party adopted the initial-stage idea, its leaders clearly hoped to clear the ideological
air. Before Mao’s death in 1976 it had been filled with feverish talk of communism’s swift arrival.
China’s cold war with the Soviet Union had fuelled competition to attain this nirvana.

But much has changed. China’s development was quicker than Deng envisaged. By the time he
died in 1997 China had already fulfilled the economic targets he had set for the end of that
century. In 1980 China’s economy was half the size of Britain’s (at market exchange rates); now
it is the world’s second largest.
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Some Chinese want their country to move closer to communism (2)

How can a wealthy China still claim to be in the “initial stage of socialism”, scholars wonder?
Jun 30th 2022

So ideological questions that Deng preferred to avoid are bubbling up again. In an article this
year Hu Angang, a staunchly pro-party scholar at Tsinghua University in Beijing, wrote that
China could progress to an “intermediate stage” of socialism in 2035. China, he said, had already
“basically completed the main tasks” of the initial phase.

In an interview published by an academic journal in 2020, Liu Jianjun, a Marxism expert at
Renmin University in Beijing, suggested the country could remain in the initial period until the
end of the 21st century.

Mr Xi, for his part, declared the start of “a new stage of development” in 2020. But he says this
will last 30 years and form part of the initial stage of socialism—implying that China will not
move to the next level at least until 2050.

Despite Mr Xi’s reassurances, debate is likely to grow about what the next stage should be. No
mainstream scholars openly suggest that it should be full-blown communism. They often propose
an intermediate stage focusing on common prosperity—code for reducing the gap between rich
and poor.

They should be relieved, however, that Mr Xi shows little appetite for more radical
interpretations of socialism’s next stage. Last year he denounced “welfarism”, saying that in some
countries it had “raised a group of ‘sluggards’ and people who get paid for doing nothing”,
draining government finances.



He has not endorsed a claim in 2011 by the since-deceased party chief of Huaxi village in the
eastern province of Jiangsu that its residents have already entered the intermediate phase. They
live in villas and drive cars provided by the village’s business conglomerate. Last year reports
circulated in local media that Huaxi was in economic trouble.
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Venture capital’s reckoning

Why there won’t be a rerun of the dotcom crash
Jun 30th 2022

The venture-capital bull run of the past two decades transformed what was once a cottage
industry in Silicon Valley into a huge machine for building globally dominant companies. Over
$600bn of venture funds were invested worldwide last year, nearly ten times the level a decade
ago.

Now the war in Ukraine, China’s purging of its tech industry and rising interest rates

mean capitalism’s moon-shot machine is earthbound. Public markets were the first to be hit.
The nasdaq index, which is weighted towards technology companies, has fallen by nearly 30% so
far this year in a gruesome reckoning.

The amount of capital raised through initial public offerings so far in 2022 is down by about 50%
globally and by more than 70% in America compared with the same period last year.


https://www.economist.com/business/2022/06/28/the-great-silicon-valley-shake-out

The public-market bloodbath is inevitably hurting the v world. Losses in end-investors’ public
portfolios put pressure on their private ones. Pension funds and endowments that committed
large amounts of “dry powder” to private markets are trying to preserve cash by asking s to
slow their pace of investing.

Startups that rely on wcash are, unsurprisingly, feeling the pain. Fledgling firms with little cash
saved, especially in competitive sectors such as food delivery, will fare worst. And after a long
boom, expect some dubious behaviour to be revealed.

Pessimists note that v.slumps take years to bottom out. Downturns caused by inflation and an oil
shock meant the amount of money flowing into v funds fell by 94% between 1969 and 1975.
After the peak of the dotcom bubble, the rate at which wfunds deployed capital fell for more
than two years.

Yet despite all this, the correction will not be as bad as the crash of 2000-01. For one thing,
plenty of startups have built up war chests and so have healthy balance-sheets. Assuming a
typical cash-burn rate, all but three of the 70-odd biggest software startups have raised enough
funds to last until 2025.

The v industry is more institutionalised, too. Self-sustaining vc networks from Europe to Asia
are less dependent on flighty American capital and have enduring links to local financial firms
and entrepreneurs.

Most important, the opportunity for innovation remains vast. The potential market for technology
products has expanded hugely, beyond the bastions of business and consumer computing, to
affect all parts of the business world, from biotech to supply-chain monitoring.

What emerges from the chaos will be a leaner and more efficient industry—and one that will
remain a powerful force.
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Staggering numbers of Mexicans are vanishing. Here’s how to save them

End the war on drugs, and investigate disappearances properly
Jun 30th 2022



The numbers would be shocking in a war-torn dictatorship, let alone a peaceful democracy. In
May Mexico’s official tally of missing people exceeded 100,000. That cumulative total does not
include those who have subsequently been found, either alive or dead.

The root of the problem is drug prohibition. Narcotics are popular but illegal nearly everywhere.
Mexico has a long land border with the United States, the world’s biggest market. Control of
smuggling routes generates vast profits, which criminal gangs fight to control. Some seek to
intimidate rivals by dumping fresh corpses in the street.

The problem is getting worse. Each day 25 people are reported missing, up from one a day in
2006. Some 80% of reported disappearances have occurred since that year. The pace at which
Mexicans went missing rose sharply after Felipe Calderon, president from 2006 to 2012, stepped
up the war on drugs by sending the army to fight criminal gangs and kill their leaders.

These are a symptom of the impunity enjoyed by Mexico’s criminal underworld, as is the state’s
failure to investigate them properly. The victims are mostly poor, and many are gangsters. Voters
and officials have long dismissed them as people who chose “the wrong path”, though plenty
were witnesses or, increasingly, women who were kidnapped and trafficked.

Andrés Manuel Lépez Obrador, Mexico’s president since 2018, has taken a different approach to
the drug war, which has also failed. Under the slogan “hugs not bullets”, he has told the army not
to confront drug gangs. In effect, he has left them to get on with their business. The violence has
intensified and the pace of disappearances has increased.

Until the United States legalises drugs, Mexico will always have a gang problem. Yet it could
reduce the harm if it did more to end impunity for murder. A good start would be to investigate
every disappearance properly. That means hiring more forensic experts, building more
laboratories and cleaning out corrupt police forces.
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Does a protracted conflict favour Russia or Ukraine? (1)
Ukraine is counting on its Western allies; Vladimir Putin is counting on them to lose heart

Jun 30th 2022

The typical war is short. Since 1815, the median duration of wars between states has been just
over three months, calculates Paul Poast of the University of Chicago. In 2003 America toppled
the government of Iraq in just 20 days. The conflict that Armenia and Azerbaijan fought over the
territory of Nagorno-Karabakh in 2020 was over in 44.

In the early days of the invasion the West worried that Ukrainian forces would be swiftly
overwhelmed by Russia’s superior firepower and resistance would collapse. Now the fears are
different: that Ukraine has not adjusted its strategy enough to fight a sustained war of attrition;



that it will run out of soldiers and munitions; that months of pummelling will cause its economy
to collapse; that the will to fight may ebb as the going gets even tougher.

Start on the battlefield. Russia’s army is making headway, albeit slowly. Ukrainian forces have
been ordered to withdraw from the town of Severodonetsk, putting Russia within spitting
distance of controlling all of Luhansk province, one of two that together form the Donbas region.

Ukraine’s forces, outgunned and until recently largely outranged in artillery, have been mauled.
The government says they are suffering as many as 200 casualties a day. On June 15th a
Ukrainian general said that the army had lost 1,300 armoured vehicles, 400 tanks and 700
artillery systems, far more than previously thought.

Yet this does not mean Russia will sweep through Donbas. Its advance has been slow, grinding
and costly, enabled only by massive, indiscriminate bombardments. New recruits are getting just
a few days of training before being thrown into battle, according to the &.’s Russian service.

Russia still has plenty of munitions and equipment, says Richard Connolly, an expert on the
country’s economy and defence industry. Russian arms factories are said to be working double or
triple shifts, he notes.
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Does a protracted conflict favour Russia or Ukraine? (2)

Ukraine is counting on its Western allies; Vladimir Putin is counting on them to lose heart
Jun 30th 2022

Manpower is a bigger problem. Vladimir Putin, Russia’s president, has refused to call up
conscripts and reservists en masse. Instead of a general mobilisation, says Michael Kofman of cna,
a think-tank, his army is creating new reserve battalions by signing up new recruits.

the newly enlisted are being mashed together with serving officers who have not yet deployed
and residual equipment from existing brigades, Mr Kofman notes. But generating new units in
this way amounts to “selling off the family silver”, says a Western official.



Russia’s shortage of well-trained troops is one reason its advance in Donbas has been glacial.
Ukraine, despite a smaller population, has a larger supply of eager recruits. Training them
remains a bottleneck, but that could be overcome with a little help: on June 17th Mr Johnson
proposed a scheme whereby Britain would train as many as 10,000 soldiers every 120 days.

Ukraine is also receiving ever more sophisticated Western weaponry. To begin with, it sought
chiefly short-range, portable anti-tank and anti-aircraft missiles to fend off advancing armoured
columns and marauding helicopters.

Indeed, some Ukrainian officials, including Volodymyr Zelensky, the president, argue that if
Western help arrives on a sufficient scale, Ukraine may be able to win the war before winter sets
in.

But this optimism glosses over several yawning pitfalls. For one thing, Ukraine’s forces have used
most of their munitions and, without the domestic manufacturing capacity to replenish them, are
now completely reliant on foreign benefactors.

What is more, Ukraine’s backers have already handed over a big share of their stocks of certain
weapons. The 7,000 Javelin anti-tank missiles America has provided, for instance, are thought to
amount to about a third of its total inventory.
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Does a protracted conflict favour Russia or Ukraine? (3)
Ukraine is counting on its Western allies; Vladimir Putin is counting on them to lose heart

Jun 30th 2022

Although America and Europe, with vastly larger economies than Russia, could eventually gear
up to produce whatever Ukraine needs, their output of shells and missiles will not double
overnight. America produces only 2,100 Javelins a year.

Maintaining all the fancy o kit is also hard. America and Germany taught Ukrainian soldiers to
use their howitzers in a couple of weeks, but learning how to fix them is another matter. The use
of artillery pieces is so intense that many have already broken down and have been sent to

Poland for repair.



Perhaps most important is how Ukraine deploys its new arsenal. Many of the weapons that it is
getting were designed in the cold war to face down precisely the adversary that Ukraine now
faces in Donbas: a Soviet-style army using heavy firepower. The worry in some Western countries
is that Ukraine will try to match Russia gun for gun, and so blaze through its ammunition at a
prodigious rate. “If you want to use nmas as an area weapon,” warned Ben Wallace, Britain’s
defence secretary, on June 29th, “you’ll be running out of ammunition in 12 hours.”

The aim is to encourage Ukraine to use rocket launchers and other long-range systems in line
with their original purpose of fighting a “deep battle”: hitting important Russian targets, such as
command posts and railway hubs, many kilometres behind the front lines.

This offers a path, if not to outright victory, then at least to a standoff that imposes severe costs
on Russia. Western officials doubt that Ukraine will be able to take back all the land it has lost
since the invasion began.
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Does a protracted conflict favour Russia or Ukraine? (4)

Ukraine is counting on its Western allies; Vladimir Putin is counting on them to lose heart
Jun 30th 2022

It is not just weapons that Ukraine will need to pursue such a strategy, however; the government
is also desperately short of money. The war has smashed its economy: the central bank and

the imt reckon that output could shrink by more than a third this year—a blow on a par with the
Depression in America in the 1930s.

Either way, Ukraine’s public finances have been upended. The government has had to spend
lavishly not only on the armed forces, but also to provide humanitarian assistance to the injured,
unemployed and displaced—even as it has cut taxes to succour the limping economy. The result
is a deficit of about $5bn a month.

Under the circumstances, investors are naturally reluctant to lend to Ukraine. Tax rises would be
counterproductive, given the atrophy of the economy. The government is trying to cut some
spending: it recently curbed unemployment benefits, for example. Inflation, already 18%, is
rising.

Russia looks in much better economic shape, by contrast. After a brief wobble brought on by
fierce Western sanctions, the rouble has recovered. Fears of a bank run have receded. Although
Western firms have pulled out as much of the $300bn or so they have invested in local outlets
and factories as they can.

In fact, sanctions are taking a toll, largely by depriving the economy of crucial imports. Car
production is down by more than 80% from its pre-invasion level—a reflection, in part, of the
difficulty that manufacturers have obtaining parts from abroad, but also of declining consumer
demand. In May dealers sold just 26 Porsches in Russia, 95% fewer than the year before.
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Does a protracted conflict favour Russia or Ukraine? (5)

Ukraine is counting on its Western allies; Vladimir Putin is counting on them to lose heart
Jun 30th 2022

The shortage of critical components is a worry for Russia’s generals, too. “We have reports from
Ukrainians that when they find Russian military equipment on the ground, it’s filled with
semiconductors that they took out of dishwashers and refrigerators”, Gina Raimondo, America’s
commerce secretary, told Congress in May.

But relatively few munitions factories seem to be affected so far, Mr Connolly notes, perhaps
because Russian defence firms tend to hoard important parts, a hangover from Soviet central



planning. What is more, Western sanctions are not watertight and, thanks to its oil revenues,
Russia has plenty of money to spend subverting them.

Indeed, Mr Putin appears confident that time and money are on his side. Even if Russia’s forces
fail to advance rapidly, they have succeeded in blockading Ukraine’s ports, contributing to the
strangulation of its economy.

But the lengths to which Mr Putin has gone to avoid a general mobilisation suggest that he is not
confident that Russians are willing to put up with a long and bloody war. By the same token, the
economic optimism currently displayed by businessmen and the broader population could also
evaporate as the longer-term costs of the war, Western sanctions and emigration start to sink in.
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Does a protracted conflict favour Russia or Ukraine? (6)

Ukraine is counting on its Western allies; Vladimir Putin is counting on them to lose heart
Jun 30th 2022

Many in Ukraine fear that Russia may resort to more ruthless tactics if the war drags on too long
for Mr Putin’s comfort. It could, for instance, target the power grid and heating facilities as
winter approaches—a move that would impose an enormous humanitarian cost on the general
population.

Ukrainians remain firmly against the idea of negotiations with Russia, with the mood against
compromise shifting decisively following the reporting of Russian atrocities in the second half of
March. They fear a repeat of the Minsk accords, the French- and German-brokered peace deals
that drew new lines in Ukrainian sand but never satiated Russian appetites.

Ukraine’s allies may not take such a black-and-white view of things. Indeed, Mr Putin may find
them easier to dishearten than Ukrainians. By slashing exports of gas through the main pipeline
from Russia to Germany, he recently signalled that he is willing to take Europe’s economy
hostage to advance his war aims.

Several European countries, most notably Germany, were painfully slow to start giving Ukraine
heavy weapons. Many are still reluctant to describe their goal in sending arms as helping Ukraine
to “win” the war. There is certainly no unanimity within n.o about how to define victory. The
longer the war goes on, and the higher the cost in terms of punishing energy prices and
decelerating economies, the more reluctant Ukraine’s allies will become to provide endless
weapons and cash. Mr Putin, for one, seems to be counting on the West’s resolve to crumble.
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Africa’s mobile money agents face an uncertain future (1)
Their numbers are growing faster than the transactions they handle
Jun 30th 2022

A decade ago Jackline Muheirwe was the only mobile-money agent in her patch of Kampala, the
Ugandan capital. These days there are ten others within a minute’s walk, taking in and giving out



cash from shopfronts or colourful kiosks. “You can’t make money out of it now,” she sighs.
Business is down, despite her prime spot outside a courthouse. Since 2018 a tax on withdrawals
has made things worse. She is lucky to earn 500,000 shillings ($133) a month in commission,
less than half of what she once made.

Mobile money is a system that allows people without bank accounts to transfer money using their
phones. Agents are its stevedores, loading and unloading cash. There are now 3m of them in
Africa, roughly as many as the number of aws in the world.

Agents are more than mere cash handlers. They must carefully manage the balance between the
electronic float on their account and the physical cash they hold. In the countryside that might
entail three trips a week of 20 kilometres to the nearest bank, according to a survey in four
countries by the Boston Consulting Group in 2018.
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Africa’s mobile money agents face an uncertain future (2)

Their numbers are growing faster than the transactions they handle
Jun 30th 2022

The same study estimated that agents spend more than $1,000 to set up their business, a sum
which takes an average of ten months to recoup. In effect, agents shoulder the financial risks of
building a mobile-money network. Their local relationships also cement trust in the system.

Their rewards are dwindling. Although the volume of transactions is increasing, the number of
agents is rising faster. The average monthly amount of money cashed in and out by agents in sub-
Saharan Africa fell from $11,700 in December 2016 to $9,900 five years later.

Covid-19 slowed these trends in some places and accelerated them in others. In the first year of
the pandemic the number of agents on m-pesa, Kenya’s dominant service, grew by 75,000 (43%),
perhaps because other work dried up.
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Africa’s mobile money agents face an uncertain future (3)

Their numbers are growing faster than the transactions they handle
Jun 30th 2022

A longer-term threat to agents comes from digital payments. In some countries mobile money can
pay for everything from electricity bills to a takeaway meal. If it keeps circulating within the
system, never being turned back into cash, then the role of agents diminishes.

Agents will still be needed to take in cash, and they also have time to diversify, notes Edward
Obiko of MicroSave Consulting, perhaps by exploiting new opportunities to distribute welfare

payments or sell financial products such as insurance.

But the main winners from change are consumers and the mobile operators themselves, who earn



higher margins on digital transactions than on “cash-in, cash-out” services. Agents, who have
little bargaining power because they are scattered and largely unorganised, made the mobile-
money revolution possible. Its success may be their undoing.
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The Supreme Court’s judicial activism will deepen cracks in America (1)



The country needs to find a better way of resolving its thorniest issues
Jun 29th 2022

It was hardly a surprise. The Supreme Court’s move to overturn Roe v Wade, the decision in
1973 that American women had a constitutional right to abortion, had been expected since a
draft majority opinion was leaked in early May.

Chief Justice John Roberts, who cautioned against a “dramatic step”, could not prevent the court
from withdrawing a right that Americans had relied on for nearly half a century and which a
majority of them have consistently supported.

The ruling is the most striking of the court’s decisions in its current term, but abortion is not the
only area where it has radically tipped the scales. The justices have also loosened gun laws and
eroded the separation of church and state (see United States section).

The impact of the abortion ruling is immediate and severe. The court has sent the matter back to
the states, 13 of which have trigger laws that ban abortion or will do so soon. Women in
conservative states have for years had to make long, costly journeys to find health care that in
most of the rich world is available free and close to home.

It is true that Roe rested on shaky legal arguments. This left the right it sought to enshrine open
to repeated legal attack by a highly motivated minority. The resulting fight has poisoned politics
and dragged the court into the partisan mire.
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The Supreme Court’s judicial activism will deepen cracks in America (2)

The country needs to find a better way of resolving its thorniest issues
Jun 29th 2022

Thankfully, America is not about to ban gay sex or same-sex marriage. Too many voters would
resist any such effort, and the court does not seem to have an appetite for it.

The repercussions of the court’s activism will play out over years, and the response should be
calibrated accordingly. The short-term priority for defenders of abortion rights must be to help
women in states where it is now banned or hard to obtain. That means support for travel to
states where abortion remains legal.

The Justice Department rightly plans to push back against states that try to prevent access to
abortion medication. But however tempting it may be, the Biden administration cannot use its
majority to force through new national rules by ending the filibuster in the Senate (which
requires 60 of the 100 votes to pass most laws), because such a move itself lacks support.

In the medium term it would be nice to think that the justices, mindful of the court’s diminishing
reputation, will start to exercise more self-restraint, including an embrace of term limits for
themselves. Sadly, there is little sign that they will be in a mood for that.

That points to the longer-term solution, which is federal legislation to fill the vacuum that sucks
in the justices. The conventional view is that this cannot happen, because of congressional
gridlock. Yet that is not necessarily so, as the gun law just signed by President Joe Biden shows


https://www.economist.com/united-states/2022/06/13/americas-senators-manage-to-reach-a-deal-on-gun-control

—the most significant gun-control legislation in nearly three decades, passed by the Senate on
the day that the Supreme Court moved in the opposite direction on guns. With sufficient pressure
from voters, even Congress could, eventually, stir itself into action.
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The UN will finally defuse a floating bomb in the Red Sea (1)

It still needs more money to avert a famine in Yemen
Jun 30th 2022



The sailors on board the Safer will be happy to be out of a job. Anchored since 1988 near
Hodeida, on Yemen’s Red Sea coast, the tanker was used as a floating oil-storage and export
terminal. But since 2015 war has made it impossible to maintain the almost half-century-old ship.

A skeleton crew of seven has laboured to keep the thing afloat, and to keep its cargo, 1.1m
barrels of oil, from causing an environmental disaster. Rough seas and salt have rusted its single-
walled hull. Machines that pump inert gas into storage tanks to prevent a fire stopped working
years ago. Officials say it is miraculous that the tanker has survived this long.

The w hopes to remove this floating time-bomb by year’s end. It has reached a deal with the
Houthis, a Shia rebel group that controls much of Yemen, and the internationally recognised
government, which has been fighting alongside a Saudi-led coalition.

An oil spill four times bigger than the one in Alaska caused by the Exxon Valdez in 1989 would
cost an estimated $20bn to clean up. It would also put fishermen out of work for a generation.

Compared with that, the $144m price tag to make the Safer safe seems a steal. In the first stage
workers will offload the oil and ready the ship for salvage.

But before work can start, the « needs more money. It has received pledges for $60m of the
$80m required for the first stage. Earlier this month the w took the unusual step of announcing
a crowdfunding campaign to raise another $5m. “Everyone’s looking for somebody else to do it,”
says Mr Gressly.
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The UN will finally defuse a floating bomb in the Red Sea (2)
It still needs more money to avert a famine in Yemen
Jun 30th 2022

This is a recurring problem in Yemen. The warring parties agreed in April to a two-month truce,
which was later extended until August 2nd. There have been no coalition air strikes since
March.

As per the truce agreement, the Saudis have allowed 18 oil tankers to offload cargo at Hodeida.
That has helped ease a severe fuel crisis in Houthi-controlled areas. There are fewer petrol
queues, which were common a few months ago.

Yemenis are grateful for the respite. Yet in many ways life is still getting worse. Hunger and
poverty, already dire, are growing: fully 17m Yemenis do not get enough to eat.

Donors are giving less, and aid agencies are stretched thin by other demands, from the war in
Ukraine to a looming global food crisis. The w says it will need around $4bn for humanitarian
work in Yemen next year.

Yemen’s currency, the rial, which before the war traded at 250 per dollar, now goes for almost
1,100 in areas controlled by the Saudi-backed government. (It trades at a more favourable rate in
Houthi-controlled areas.)

Most of Yemen’s wheat was previously bought from Russia and Ukraine. With those markets cut
off by war, importers are scrambling to find new suppliers. “The country is secured until August,”
says one businessman. “But it may be catastrophic after that.”
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NATO holds its most important summit for decades (1)

The alliance is fortifying its eastern borders
Jun 26th 2022

Recep tayyip erdogan, Turkey’s president, wore his usual morose expression. It was mirrored by



the stony faces of Magdalena Andersson, Sweden’s prime minister, and Sauli Niinisto, Finland’s
president. Only a gentle smile from Jens Stoltenberg, the secretary-general of NATO, hinted at the
diplomatic breakthrough that had just occurred.

After four hours of intense wrangling in Madrid on the eve of a NATO summit, Mr Erdogan had
lifted his veto on Finland’s and Sweden’s bid to join the alliance in return for assurances about
their links to Kurdish militants.

That was just one among several far-reaching decisions taken by leaders at the summit, which
concluded on June 30th. Russia’s invasion of Ukraine has upturned European security.

One sign of that was a new “strategic concept”, a sort of vision statement for NATO, and the
alliance’s first such document in over a decade. It warned, unsurprisingly, that Russia was “the
most significant and direct threat” to allies and that the possibility of attack could not be
excluded.

The summit’s most important outcome, however, is a wholesale reorganisation of the allies’
military posture. After Russia’s invasion of Ukraine in 2014 NATO established four battlegroups
in the Baltic states and Poland.

But the whole concept of the tripwire is now being torn up and replaced with the cold-war
philosophy of forward defence. Rather than absorbing Russian blows and then striking back, the
point is to stop an invasion in its tracks.
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NATO holds its most important summit for decades (2)

The alliance is fortifying its eastern borders
Jun 26th 2022



There is, however, some sleight of hand involved in this. Ben Wallace, Britain’s defence secretary,
told reporters in Madrid that his country would “allocate”—rather than physically deploy—a full
brigade to Estonia, though he committed to dispatch a brigade headquarters that would allow
forces to move east quickly in a crisis.

A similar arrangement is playing out to the south. Gabrielius Landsbergis, Lithuania’s foreign
minister, told The Economist on the sidelines of the summit that Germany had agreed to
dedicate a brigade to Lithuania. But a German official says that this, too, is only a “part”
deployment, with much of the unit remaining on German soil and only exercising in Lithuania.

The announcements from Joe Biden, America’s president, were meatier, but they also involved
some trickery. A permanent brigade promised to Romania is already there on a temporary basis.
Parts of v Corps, a high-level formation that can command several divisions, will stay in Poland,
but the main headquarters remain in Kentucky.

Even so, the new deployments in the east will have more back-up. The number of NATO’s high-
readiness forces will grow from 40,000 to over 300,000. A portion of this will be ready within ten
days, and the rest within 30.

Many of the details need to be worked out. Christopher Cavoli, a Russian-speaking American
general, is due to take up the post of Supreme Allied Commander Europe (SASEUR), in the
coming days. He will write a series of “regional plans”—remarkably, the alliance’s first proper
defence plans for the eastern front since the cold war.

In many ways, the decisions made in Madrid amount to a belated admission that the defences
built up after 2014 were never up to the task of reassuring eastern allies and deterring Russia.

It is Mr Putin’s invasion that has transformed the politics of European defence. A new survey, the
Munich Security Index, shows that attitudes to Russia have hardened dramatically across the G7
(see chart). “For the politicians and for a lot of people in the West, it was [in 2014] still a bit of a
stretch that the Russians were going to do something,” says Mr Townsend. They need little
convincing now.
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