Why Ukraine must win

A decisive victory could transform the security of Europe
Apr 2nd 2022

When vladimir putin ordered Russian troops into Ukraine he was not alone in thinking
victory would be swift. Many Western analysts also expected Kyiv, the capital, to fall within
72 hours.

Speaking to The Economist in Kyiv on March 25th, President Volodymyr Zelensky explained
how people power is the secret to Ukraine’s resistance and why the war is shifting in his
nation’s favour.

On March 29th Russia said that it will “fundamentally cut back” the northern
campaign. Victory for Ukraine means keeping its Donbas brigades intact and using them to
deny Russia a secure hold on occupied territory.

Sanctions deplete Russia’s ability to sustain a long war. Arms help Ukraine take back
territory. But nao countries are refusing to provide him with what he wants. Given what is at
stake, for the West as well as Ukraine, that betrays a reprehensible failure of strategic vision.

The more convincingly Ukraine can see off the Russian army, the more able it will be to
resist the compromises that could poison the peace.
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The prize for the West would be almost as great. Not only could Ukraine invigorate the cause
of democracy, but it would also enhance European security.

A strong, democratic Ukraine would thwart Russia’s expansionism—because its borders
would be secure. a0 Would become correspondingly less of a drain on budgets and
diplomacy. The United States would be freer to attend to its growing rivalry with China.
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Why Ukraine must win (2)

A decisive victory could transform the security of Europe
Apr 2nd 2022

Alas, much of the West seems blind to this historic chance. America is leading as it must,
even if it vetoed sending Ukraine aircraft. Mr Zelensky accuses such countries of being
either short-sighted or timorous. He is right.

It is true that, after the Maidan protests established democracy in 2014, the country was
unable to slough off its corruption and political inertia. However, the e can help ensure
that this time is different by starting work on Ukrainian membership right now.

Bringing Ukraine’s governance in line with the «’s will necessarily be lengthy and
bureaucratic. The risk is that Brussels strings Ukraine along, as if Europe is deigning to let it
join. Instead, the e should welcome Ukraine eagerly.

The other worry is Mr Macron’s: that nao will provoke Russia. Mr Putin has hinted that
Western involvement could lead to the use of nuclear weapons. Yet backing away from Mr

Putin’s nuclear-tinged threat entails risks, too.

The best deterrence is for nato to stand up to Mr Putin’s veiled threat, and make
clear that a nuclear or chemical atrocity would lead to Russia’s utter isolation.

Conflict is unpredictable. History is littered with wars that were meant to be short but which
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dragged on for years. It would be terrible if what stood between a bad peace and a good one
was a failure of imagination in the capitals of Europe.
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Going spare
Russia's crude-oil exports

Etal, 7-day rolling average, barrels, m

o = N W

Jan Feb Mar
2022

E_xports to China*, barrels per day, m

15

2020 21 22

E(T:orts to India*, barrels per day, m
0.25

2020 21 22
Source: Kpler *Excludes CPC, a Kazakh-Russian blend



——
Crude calculations
Average crude oil exports, 2021, m barrels per day

Exporting region Importing region
Middle East Eastern Asia*
16.0 15.4

I United States\'
2.8

North Sea 2.2

Norway.1.4 Oth‘er-2:1-|

Source: Keplr *Includes South-East Asia

What can Russia do to sell its unwanted oil?
China and India sniff a bargain

Apr 2nd 2022

Some dockers refused to unload the freight when they learnt where it had come from.
Similar boycotts have sprung up elsewhere. Worries about sanctions and bad publicity have
prompted many buyers to pause purchases.

It almost succeeded: by October 2019 Iran’s oil export had fallen to an average of 260,000
bpd, from 2.3m before the sanctions. In December it was forced to accept tea from Sri Lanka
as payment for an oil debt valued at $251m.

To circumvent the restrictions Iran smuggles vast quantities of oil—its second channel for
sales. Petroleum is bartered with China, Turkey and the United Arab Emirates against gold,
pesticides and even housing projects in Tehran.

Russia is unlikely to take a leaf out of Iran’s book, mainly because, for now, it doesn’t need
to. Russia faces a weaker embargo. Only America, which did not buy much to begin with,
has banned its oil. Instead seaborne exports have cratered because Western buyers, such as
big energy firms, fear a public backlash.

Urals crude, the grade pumped out by Russia, is currently trading at a discount of around
$31 a barrel. One trader expects the gap to hit $40 within a week’s time.
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What can Russia do to sell its unwanted oil? (2)
China and India sniff a bargain

Apr 2nd 2022

Two big countries that have not joined in with the West’s sanctions—India and China—sense
a bargain to be had. India is certainly acting on the opportunity. Nearly half its imports
come from the Middle East, and shipping from the Gulf is much cheaper than shipping from
Russia.

Only China, then, can save Russia. It imports a total of about 10.5m bpd (11% of the world’s
daily production).

Whereas shipment from Russia to Europe usually takes three or four days, to Asia it takes 40.
Oil must be loaded onto bigger tankers, which is slow and costly. Russia’s energy deals
would be far too large to hide in the city’s financial system, says a trade lawyer.

One fix, however, is for Russia to use Chinese bank accounts within China to receive
payment in yuan. As Russia’s trading position weakens, the Urals discount will go up. So will
China’s purchases.

That in turn suggests Russia’s push into Asia and Europe’s scramble for supplies could
reshape the global market.

Until the war petroleum generally flowed seamlessly from oilfields to the fuel tanks that
needed it most. Now, says Ben Luckock of Trafigura, a trading firm, that finely tuned system
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has been disrupted.
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The business of influencing is not frivolous. It’s serious

Influencers are becoming brand ambassadors—even for the poshest of brands
Apr 2nd 2022

Influencers. These individuals have won large followings by reviewing, advertising and
occasionally panning an assortment of wares.

Their fame stems not from non-digital pursuits, as was the case with the .-list stars who
used to dominate the ranks of brand ambassadors, but from savvy use of Instagram,
Snapchat or TikTok.

they are becoming a conduit to millennial and Gen-. consumers, who will be responsible for
70% of the $350bn or so in global spending on bling by 2025.

One in 2020 from the National Bureau of Statistics in China, where influencers gained
prominence earlier than in the West, estimated its contribution to the economy at $210bn,
equivalent to 1.4% of gdp.

EMarketer, a firm of analysts, estimates that 75% of American marketers will spend money
on influencers in 2022, up from 65% in 2020. Brands’ global spending on influencers may
reach $16bn this year, more than one in ten ad dollars spent on social media.

The influencer ecosystem is challenging the time-honoured tenets of luxury-brand
management. One report put the amount spent by wmn on the entire Miss Dior campaign at
“under $100m” in the past year.
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Such star-led campaigns can feel aloof to teenagers and 20-somethings who prize
authenticity over timeless glamour.

Influencers are particularly adept at navigating social-media platforms’ constantly evolving
algorithms and features.
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The business of influencing is not frivolous. It’s serious (2)

Influencers are becoming brand ambassadors—even for the poshest of brands
Apr 2nd 2022

In October 2021 Li Jiaqi, better known as Lipstick King, notched up nearly 250m views
during a 12-hour streaming session in which he peddled everything from lotions to
earphones ahead of Singles’ Day, that country’s annual shopping extravaganza. He and Viya,
a fellow influencer, flogged $3bn-worth of goods in a day, half as much again as changes
hands daily on Amazon.

Many influencers manage their production in ways that traditional ambassadors never could.
They are video editors, scriptwriters, lighting specialists, directors and the main talent
wrapped into one.

This production value, combined with access to the influencers’ audiences, translates into
value for the brands. Gauging how much value, precisely, is an inexact science.

Influencer-led live-streamed shopping events in China by Louis Vuitton and Gucci were
ridiculed for cheapening their brand. And full-time influencers’ large teams can run up quite
a tab.

Before the latest clampdown Chinese authorities had already forced 20,000 influencer
accounts to be taken down last year on grounds of “polluting the internet environment”.

Such worries explain why some luxury houses are leery of influencers. you have to know
how to play the digital game. If you don’t, “you are not going to be top ten for very long.”
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Israel hosts an unprecedented summit with Arab leaders



It was long on symbols but short on promises

Apr 2nd 2022

the foreign ministers of four Arab states—Bahrain, Egypt, Morocco and the United Arab
Emirates (uac)—met their Israeli and American counterparts at a hotel in Sde Boker on
March 27th.

Save Egypt, none of the Arab participants had formal relations with Israel until
2020. That they met, warmly and openly, showed how low the Palestinian cause has
fallen on the agenda of Arab governments.

The twin summits were part of a broader flurry of diplomacy, some of it rooted in a
feeling that America is no longer a reliable partner. Gulf countries grumble that America
has not protected them from Iranian-made rockets and drones.

Rob Malley, the lead American negotiator, is more guarded about prospects for a deal.

For his part, Mr Blinken used the summit to prod his fellow ministers to boost oil output
and join sanctions on Russia. They have little incentive to do either. Israel does not
want to jeopardise its military co-operation with Russia in Syria, where it carries out air
strikes against Iran and its proxies.

There were no firm promises. But the mere act of meeting was enough, certainly for
Israel. The informality of the Negev summit, at which the delegations slept in the same
hotel and dined together, was a sign of the changing atmosphere in swathes of the
Middle East. Last year’s removal of Binyamin Netanyahu after 12 years as prime
minister, orchestrated by Naftali Bennett and Yair Lapid, now the prime and foreign
ministers, did much to improve Israel’s regional ties, and not only with Arab states.

Turkey has spent the past decade at odds with Israel, Egypt and the we, largely because
of its vociferous and vigorous support for political Islam. It is now eager to mend those
rifts.

The change of government in Israel gave Mr Erdogan a chance to change his tone
towards it. So does the prospect of exporting natural gas buried under Israel’s
Mediterranean waters. Many Saudis expect Muhammad bin Salman, the crown prince,
to recognise Israel once he is king.

The Negev summit was also a reminder that there are no easy answers when it comes to
Iran. If America does not know how to find one, neither do its regional partners. An
American diplomat joked that, with old enemies now gambling on new alliances, it
could be Las Vegas.
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Hungary’s opposition struggles to beat Viktor Orban’s stealth autocracy

The populist prime minister has subverted nearly every institution that matters
Apr 2nd 2022

On the stage Peter Marki-Zay, the opposition candidate for prime minister, was invoking
history. In 1848, 1956 and 1989, when the communists were finally ousted, Hungarians had
been “on the right side”, he said. Now they were embarrassed by their country, which had
become the fief of one man: Viktor Orban.

In 12 years as prime minister Mr Orban had split the nation and enriched only his own
supporters. Mr Orban said. Ukraine’s refugees deserved help (something he did not say
about migrants from Syria in 2014-15), but he would not let arms be transferred through
Hungary or accept sanctions on Russian energy that hurt its economy.

Hungary’s election on April 3rd is more than a routine vote in a small central-European
country. Because Mr Orban is a hero to many right-wing populists in Europe and America, it
is a crucial test for them.

Hungary is still a democracy, but in his three consecutive terms Mr Orban has undermined
democratic norms.

Mr Orban’s allies see themselves as patriotic Christian conservatives, fighting an alliance of
globalists who want to erase national traditions and swamp Europe with migrants.

Mr Orban’s critics think his main goals are actually financial. His relatives and friends in
business have become hugely wealthy.

The popularity of Mr Orban and Fidesz is genuine and striking. In the past two elections they
have drawn about half the vote, while a fragmented opposition split the rest.

A rule change in 2012 shrank parliament and raised the share of single-candidate districts,
which naturally favour the biggest party, from 176 of 386 seats to 106 of 199.
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Hungary’s opposition struggles to beat Viktor Orban’s stealth autocracy (2)

The populist prime minister has subverted nearly every institution that matters
Apr 2nd 2022

Last year, fear of Mr Orban’s growing control finally made the opposition co-operate. They
ran primaries last October for each single-candidate seat and nationally for the job of prime
minister. Mr Marki-Zay, an independent conservative who is mayor of a small city, came out
on top.

Such cross-party alliances have unseated populist leaders in other countries, including
Israel’s Binyamin Netanyahu and the Czech Republic’s Andrej Babis.

One reason is Mr Orban’s domination of the media. He has turned the country’s state-
backed outlets into propaganda megaphones. Of the plucky outfits that remained, several
have since been throttled. Other independent websites are read mostly inside the liberal
bubble.

Hence the opposition is struggling to be heard. The two main « news channels, one public
and one owned by a government ally, give opposition candidates less than a quarter the
speaking time of those from Fidesz. But lots of Facebook ads have been bought by a sketchy
new party created in December by the wealthy Hungarian owner of LiveJasmin, a
pornography website. The opposition thinks it is a decoy intended to divide the anti-Fidesz
vote.

Fidesz makes use of every conceivable government resource for the campaign. In poor rural
areas, officials are told that if their municipality does not vote for Fidesz there will be no
government jobs.
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Hungary’s opposition struggles to beat Viktor Orban’s stealth autocracy (2)

The populist prime minister has subverted nearly every institution that matters
Apr 2nd 2022

The voting rules are biased, too. Mr Orban gave ethnic Hungarians in neighbouring countries
the right to vote, along with pensions and other benefits; so most vote for Fidesz.

Some tricks are just old-fashioned politics. The government has raised the minimum wage by
20% and paid an unexpected 13th month of pension benefits.

The handouts will also accelerate inflation, which is projected to hit 9% this year, says Peter
Virovacz of g Bank. FEconomic growth is strong, though the war in Ukraine has cut forecasts

for this year to perhaps 4.5%. Unemployment is a scant 3.8%.

The economy is Mr Orban’s justification for resisting energy sanctions on Russia. In February he
travelled to Moscow and extended a long-term gas contract with Gazprom. The terms are
secret, but Mr Orban says they are very beneficial. Responding to Mr Zelensky’s criticism, he
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claimed that without Russian gas and oil Hungary’s economy would “grind to a halt”. In

2014 Mr Orban struck a deal with Rosatom to upgrade Hungary’s nuclear power plant that
entails billions of dollars in Russian loans.

Mr Marki-Zay is more right-wing than most of his alliance, and is prone to odd lines of
attack, such as unconvincingly charging the government with sending arms to Ukraine.

That partly reflects the coalition’s breadth. Dialogue is an urban party that strongly supports
gay rights. The lack of conflict between such parties during the campaign is striking.
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Hungary’s opposition struggles to beat Viktor Orban’s stealth autocracy (3)

The populist prime minister has subverted nearly every institution that matters
Apr 2nd 2022

For all Mr Orban’s rhetoric about energy prices, his policy on Ukraine reflects a philosophical
difference from other Europeans. “Hungary is a country in the buffer zone” between Russia and
the West, says Zoltan Kiszelly of the Szazadveg Foundation, a pro-government think-tank. “We
fought four wars with Russia and lost all of them. We don’t want to try for a fifth. The Poles
had a much worse history, but they want to try one more time.”

This position is starting to hurt Hungary. Mr Orban was once seen as a leader of a group of
populist governments across central Europe. Poland is a close ally: its Law and Justice party
has imitated Mr Orban by trying to take over its courts and media. The « is imposing
penalties on both for eroding the rule of law.

As in Mr Putin’s regime, the list of rich Hungarians is filled with Mr Orban’s friends. A former
schoolmate is now the richest man in the country. « funds and state business flow to
Fidesz’s backers, who use the money in part to keep the party in power.

For many in the opposition this year’s united effort seemed the last and best chance to stop
Mr Orban from locking up power. Should it fail, the way ahead is not clear. The way from
illiberalism to dictatorship is a one-way road, it’s a dead-end road, and it ends with
catastrophe.
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For modern autocrats, lying is more useful than killing

“Spin Dictators” examines the phoney democrat’s arsenal of deceit
Apr 2nd 2022

Dictators have always told lies, so the Kremlin’s recent whoppers have precedent. Dictators have
often used terror, too, so what Vladimir Putin is doing to civilians in Ukraine is nothing new,
either.
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For much of the 20th century, despots were ostentatiously violent. Hitler, Stalin and Mao slew
millions. Lesser monsters such as Mobutu Sese Seko, a Congolese tyrant, hanged cabinet
ministers in public. The aim was to terrify people into submission.

The authors contrast such “fear dictators” with “spin dictators”, who kill fewer people, and deny
it when they do. The latter are now more common.

Spin dictators pretend to be democrats. They hold multiparty elections and seldom claim to have
won more than 90% of the vote, as was the norm for non-democracies in the 1960s, 1970s and
1980s. They rig less and gerrymander more. In 2018 Viktor Orban, Hungary’s spinner-in-chief,
turned less than half the vote for his party into a two-thirds supermajority in parliament. He will
be hard to dislodge at the election on April 3rd.

Fear dictators’ propaganda was crude and relentless. This absurdity was itself a weapon,
demonstrating the regime’s “capacity to force people to repeat nonsense”.

Spin dictators like to project an image of competence. Spin dictators seldom have a
coherent ideology, but use humour to paint themselves as noble and their opponents as
vile.
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For modern autocrats, lying is more useful than killing (2)

“Spin Dictators” examines the phoney democrat’s arsenal of deceit
Apr 2nd 2022

Spin dictators let a few highbrow, low-circulation dissident papers survive, to show they
respect freedom of speech. Meanwhile, independent broadcasters are crippled with
spurious tax demands and then bought by the president’s cronies.

The goal of a spin dictator is to appear to allow political competition while making it
nearly impossible in practice. Rather than banning opposition parties, he tangles them in
red tape or bankrupts them with fines and lawsuits.

As people become more educated, they expect better from their governments. The free
world should watch more closely for signs that leaders—including its own—are
grabbing unwarranted powers or undermining institutions.

Unfortunately, the arsenal of deceit is highly effective at keeping malign leaders in
power, which is perhaps why global democracy has been in retreat for the past decade.

Mr Putin may be less brutal than Stalin, but in his third decade in office he has shifted
firmly from “spin” to “fear”. Xi Jinping, who also shows no sign of retiring, has turned

China into a surveillance state. In many countries people can neither trust their rulers,
nor hide from them.

REOHHEEBICE>TIE BRI ELDBEZED I EDANERTH S, (2)


https://www.economist.com/printedition/2022-04-02

"EIRIRIEE T BDMBE "E. BOREEREOEBOTBEEXANTWNS,
2022F452H

BRIRMEOMBEZ. SHOBHZEET S LZRIcHIc. DHDA VT U TRITHBOV B VWRFHNGHE ZzFRS €
TW3, =7, MILRRERBEITHRREBRTES N, ARBEOMOEZ ICERE NS,

ZORFEOEMNE. BIEMNREFZRDOTVELSICRENFRL S, RBRICEZNZRBFEAEZORITHIRARICTSZIET
Hd. BREZIETZDOTREL, BRALETRESE, S PHRATRESEZDTH S,

ARDBEERFDLS5ICBDE. BFICHULTEDRWHDEKRDZ LS5ICHD, BRERG. BEZECEEENTHLIE
NzE-o7cb, HEZHEHDT2IMEZLDIERCBFEINEL,

EBRBI LI, AORIEIREDOREADITBEIBEREDH DELGEEENDEICHIEZDICFECENTHD. TnsiEE10
FRE, HROREEHEHNIRIRL TELBHBODLES S5,

T—FUVRRBRY—) VR EBRBTRBVUNE LBWD, FEE0FBICLT MERIEE N5 T8 NelLombey Tk
LTW3, BEFH5LRY BREN G, PEEZERERICERS B, Z<OET ARRBXEEZERIZ LD, XEE
NERNDZEHTERL,

Ron Haviv/VI

Ukraine’s president tells The Economist why Vladimir Putin must be defeated

Surrounded by sandbags and tank traps, Volodymyr Zelensky holds forth
Apr 2nd 2022

Mr Zelensky speaks most powerfully about the inhumanity of the Russian commanders
ranged against him.

Some 15,000 [Russian soldiers] have been killed in one month...[Vladimir Putin] is
throwing Russian soldiers like logs into a train’s furnace.

Mr Zelensky compares the pitilessness of Mr Putin’s war machine with the compassion of the
soldiers and volunteers defending Ukrainian cities. [And] long as people are still alive, we
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must continue to protect them. And this is the fundamental difference between the way the
opposing sides in this war see the world.”

Mr Putin and Mr Zelensky are both native Russian-speakers, but they talk a different
language of power. Mr Putin’s world, where life is cheap and history belongs to great men,
has no place for pity and no room for Ukraine. I don’t think Putin has been [in] a bunker for
two weeks or six months, but for more like two decades.”

“They are kidnapping the mayors of our cities,” Mr Zelensky says. “They killed some of
them. Some of them we can’t find. Some of them we have found already, and they are dead.
And some of them were replaced...The same people are carrying out these operations.”

“They decided to stand up and do this of their own volition. I could not have ordered them
not to do it or to throw themselves under the tank treads,” he says. “I will stay with these
people until the end.”

He is emphatic about what that end will be. “We believe in victory,” he says. “It’s impossible
to believe in anything else. We will definitely win because this is our home, our land, our
independence. It’s just a question of time.”
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Ukraine’s president tells The Economist why Vladimir Putin must be defeated (2)

Surrounded by sandbags and tank traps, Volodymyr Zelensky holds forth
Apr 2nd 2022

And however strong the spirit of Ukraine’s people, Russia has far more firepower. “The
Russians have thousands of military vehicles, and they are coming and coming and coming.

Mr Zelensky divides .. into five camps. Mr Zelensky praises America and Britain. Although
he notes that the complexities of American politics have sometimes caused delays, he
acknowledges that Mr Biden has become increasingly engaged.

Germany have a long relationship with Russia and they are looking at the situation through
the prism of the economy. Why Ukraine’s partners like France could not supply tanks to help

Ukraine win, “They are afraid of Russia. And that’s it.

Mr Zelensky is equally frustrated by the reactive nature of sanctions that are designed to
punish Russia for what it has done rather than prevent it from going further. Existing
sanctions have loopholes. Russia’s largest bank, Sberbank, for example, has not been cut off
from the .. payment system, because it is one of the main ways Europe pays for its gas.
America has imposed an embargo on Russian oil and gas but Europe, a far bigger customer,
has not.

What does Mr Zelensky believe victory will look like? He does not know when or how it will
end, but he knows that “it will end with us still standing here defending” life in Ukraine.

Nobody knows for certain where Mr Putin was when his army attacked Ukraine. But Mr
Zelensky was at home with his wife and his two children. It was they who woke him up
early on February 24th. America offered him a passage to safety. He chose to stay.

Mr Zelensky might be sitting in what his aides call a fortress, but his strength lies in his
openness and his ability to hear and reflect what people want of him. It is the strength of
Everyman.
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“It is a battle fought by a great evil struggling to crush a small kernel of human kindness.
But if what is human in human beings has not been destroyed even now, then evil will never
conquer.”

D9 T4 FKEEELThe EconomisticiE o fce. T—F U 2 EIRITNIER SR WER (2)
12| EEEYICEE iz Volodymyr Zelenskyld & 5585,
2022F482H

VI ZAFTDARDEHRDPVNEDNZS &0 OV TIRIEBIDICRABKAZRF>TWS, TAVFEFATELOERE
MERF->THED. EAEAKHTL %,

ELYRE—KIF. NATOZS5DDEE(ICHTTce ELYRF—RIEFAUNDEAFIUREZEEL TNV, PXAJHDE
BIEMETHE), BICENZEZZEHH N NI TYKDOBESENEBE>TVWDZ LEFRHTNS,

Rrvid, OY7EDBEFENRLS, BEORREBLTRRAZRTWS, 7IVRBEDTI A1 0/\—r—FBYE
VIS4 OBADDICEEZRET DI ENTERD > feh. HESEFROVFERNTWS, ZULTENRITR,

CTLYAF—KiF. A7 EEES ETEDZHECEVNWS LD, PolcZ EZETBHDOHEIFE WS EIBRR
ERICHERNHZENTWS, BFEOHRICIEIRITANDH D, FIZE OVFERDIETTH ANV 7E, SWIFTD
REVZATLADSYIDEINTWEWL, PAXUNEZAYT7ORBEHAREZRBLTVWDD, EENCKELERETHD
A—0Ow/NUFEH LTV,

CELYZAF—KiE, BRIEEFEDESBEDREZEITVNBDREE SN, WD EDLSICEDZIMNIDDSHEN,
VISAFTDEFE "FRHICIIICUBIRITIBD I ETRDBIES S, ERFEIATWS,

T—FVBNVISAFTERE UL E. T—FURNES WD, HEBEI A LIFAMSHEW, LML, ELYR
F—SAREBE2ADFHE—RBICRIC W, 2B24HKA. RZEEIULIEDEEWSIEoTce 7 X U DIFRICKREIRIGHT
NDBZRW U, RIFTZICERD I EZBAT

ELYRF—KEFAENES ECZ2DEEICE-TVEDE ULNAN, ULHL, ROBEEF, 20A-Tra&. A4D
BAICKOTWB I EZBE, ZnEeRMRESEIBAICHZDE, ZThid. 15HICOREDBBRADEANTHSZ"TT
U2 "DBSTHBo

"ZFhid. ABONSBELIORERIS EHHKERBICLBZEBVTH S, LI L. BUABDOHRIZHZABESLWD
DS TERESINTVWEVWDRS, BIFRUTERT 2 LB TERVLES S, "



Is cancel culture coming to free trade?

The risks from Russia extend to globalisation
Apr 2nd 2022
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a Marshall McLuhan moment—*“15 minutes of prominence soon to subside back into
obscurity”. It has also put him under siege from public-relations types trying to ensure that the
companies they represent do not fall into his “hall of shame”.

Jeffrey sonnenfeld sees the withdrawal from Russia not just as a virtuous expression of
repugnance against Mr Putin’s murderous regime. It is also a nail in the coffin of globalisation. It
would be no surprise if he leads a .. crusade against that next.

Some might call it high-minded but in most cases it is inherently pragmatic. It pleases customers
and staff who are outraged by the war, and because Russia is a tiny part of most firms’ global
revenues, it is immaterial from an investor point of view.

Amid applause for companies’ quick response to Russian aggression, this ethical mission creep is
a worry. Where do bosses draw the line as arbiters of rights and wrongs?

Asked whether the ..s he talks to want to change a system that has brought their firms profit, as
well as helping lift parts of the world out of poverty, he says they do not want the pendulum to
swing back completely to isolationism. But he discerns “diminished enthusiasm for limitless free
trade”.

He expected it to prompt companies to re-evaluate their supply chains, probably leading them to
bring more of their operations closer to home, even if that means higher costs and margin
pressures.
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More and better automation helps offset the higher wages in developed countries while reducing
transport costs. Moreover, pressure by investors to put more focus on environmental, social and
governance concerns may spur Western companies to think twice about having extended supply
chains in hard-to-monitor places.

But when businesses wrap themselves in the flag, rather than standing up for pragmatism (and
profits), things become more complicated. As with all ideological positions, there is a
kaleidoscope of ways of looking at them.

Yet the idea of an unrepresentative coterie of unelected executives making moral choices on
behalf of customers and employees could undermine faith in democracy, not shore it up. In a
world at risk from autocracies like Russia, that would be a crushing own goal.
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Why Macron matters

France’s president presents a cautionary tale for centrists everywhere
Apr 9th 2022

Emmanuel Macron immediately became a standard-bearer for radical centrism. He was young,
clever and eminently reasonable. Also, it was a time of panic for liberals.

Britain had voted the previous year to leave the European Union. America had just elected
Donald Trump. Across Europe populists were climbing in the polls, even in sober places like
Sweden, Denmark and Germany. No wonder Mr Macron’s triumph in one of Europe’s most
pivotal countries brought sighs of relief.

This time he is running not so much on his aspirations for the radical centre, but on his record as
a nuts-and-bolts reformer, on his vision for world affairs, and as a leader who has reinvigorated
French politics. However, the closer you look, the more liberals around the world should see Mr
Macron as a cautionary tale.

Before taking office in 2017, he argued that France should be open to globalisation, but try
harder to equip its citizens with the skills they needed to adapt to change.

For all his ..-honed competence, he has failed to restore hope to France’s left-behind. Though his
supporters would be quick to point out that covid got in the way, he has failed to overhaul the
labyrinthine pensions system.
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Why Macron matters (2)

France’s president presents a cautionary tale for centrists everywhere
Apr 9th 2022

Mr Macron correctly identified the threat to the Western order from a rising China and an
irascible Russia. His solution was to attempt to boost the European Union. He wanted to
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downplay .., which he accused of suffering “brain death”, by building up a European
counterpart. His dealings with a puerile post-Brexit Britain were petulant—and just what
Britain’s unserious prime minister wanted.

It is in reinvigorating French politics that Mr Macron has most fallen short. the polls today say Mr
Macron would win only narrowly, by 53% to 47%.

In other words, five years of government by the world’s centrist standard-bearer has eroded
support for the centre. War and the pandemic have polarised politics, and not only in France. he
cut France’s unworkable wealth tax, but mostly because his manner is that of the high-flying
banker he once was. Mr Macron also faces a problem that responsible politicians always face

when running against populists. He offers policies boringly grounded in reality. They say
whatever will stir up voters, whether or not it is true.

The last reason is that Mr Macron has shown an illiberal neglect of institutions. True,
responsibility for renewal lay with them, but he made their job harder by poaching their best
talent. What is left is a contest between Mr Macron and a cacophony of extremists on the left and
the right. Ms Le Pen—a historic admirer of Mr Putin who would flout .. rules by favouring
French citizens for everything from housing to jobs

In 2016 Mr Macron wrote: “If we don’t pull ourselves together in five years or ten years, [Ms Le
Pen] will be in power.”

Politics is so much about tribes and identity that material gains in terms of jobs and economic
growth are necessary but not sufficient for re-election. They require constant renewal, through
argument and competition. Mr Macron still has our vote, but he needs company.
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A toxic mix of recession risks hangs over the world economy
American inflation, Europe’s energy crisis and China’s Omicron outbreak threaten the world economy

with a downturn
Apr 9th 2022

In America the Federal Reserve is preparing to do battle with high inflation by raising interest
rates sharply and shrinking its balance-sheet. In Europe expensive energy is sapping consumers
of spending power and making factories costlier to run. And in China an outbreak of the
Omicron variant of the coronavirus has led the authorities to impose the strictest lockdowns
since the start of the pandemic.

The economy in the United States is overheating. The annual rate of consumer-price inflation is
7.9% and hourly wages are 5.6% higher than they were a year ago. America has nearly twice as
many job openings as it does unemployed workers—the highest ratio in 70 years. Yet wage
growth has risen anyway, perhaps because workers are negotiating hard as rising prices erode
living standards.
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The Fed needs both wage and price growth to cool if it is to hit its 2% inflation target. It is
expected to raise short-term interest rates, which started the year below 0.25%, to over 2.5% by
December, and to continue to raise rates above 3% in 2023.

Hitting the monetary brakes, though necessary, endangers growth. History suggests that the Fed
finds it difficult to cool the jobs market without eventually tipping the economy into recession.

Russia’s invasion of Ukraine and Western sanctions threaten the continent’s energy supply. Gas
prices for next winter are five times higher than in America, and spending on household energy
is almost twice as high as a share of ., (partly because Europe is poorer).
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A toxic mix of recession risks hangs over the world economy (2)
American inflation, Europe’s energy crisis and China’s Omicron outbreak threaten the world economy

with a downturn
Apr 9th 2022

Should Europe stop importing Russian gas—whether because it chooses to or the Kremlin
decides to cut off the supply—the danger of a recession will rise.

The threat to global growth from China’s Omicron outbreak is the most severe and immediate.

If the past relationship between lockdowns and .. holds, China’s real-time output will be 7.1%
lower than in a world with no restrictions. Shanghai is the latest global port to see hundreds of
ships back up offshore, waiting to load or unload.

Xi Jinping, China’s president, has urged officials to cut the costs of its restrictions. But if it opens
up too soon, mainland China will see a wave of infection and deaths like that which recently
plagued Hong Kong.

The Fed’s job is supposed to be to take away the punchbowl just as the party gets going; it has
instead presided over a blowout. Europe’s governments let the continent become dependent on
Russian natural gas. And China’s difficulty in suppressing Omicron was predictable, and widely
predicted. Economic trouble often strikes as a bolt from the blue. Today’s recession scare was
avoidable.
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Options to cut global emissions by 2030*,
gigatonnes of CO, equivalent per year

Colour=lifetime cost compared

with current options, $ per 0 20 50 100 200
tonne of CO; equivalent  memml | s | s | m|

Wind energy
Solar energy
Hydropower

Nuclear energy
Reduce CH, emissions
from oil and gas

Boosted carbon
sequestration on farmland

Reduced loss of
forests/other ecosystems

Ecosystem restoration,
afforestation, reforestation

New buildings with high-
energy performance

Fuel-efficient cars and vans

Shift to public transport
Greater energy efficiency
in aviation

Greater energy efficiency
in industry

Fuel switching in industry

Source: IPCC *Selection among 45 published options

The latest IPCC report argues that stabilising the climate will require fast action

Emissions must peak by 2025 for the world to have a chance of meeting the Paris goals
Apr 9th 2022

The window to prevent global temperatures from rising by more than 1.5°C above pre-industrial
averages is rapidly closing. These are the warnings delivered by the Intergovernmental Panel on
Climate Change (..) in the third volume of its latest assessment report, published on April 4th.

the 2015 Paris agreement. The aim of that pact was to keep average global warming to between
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1.5°C and 2°C above pre-industrial levels.

The ..s menu includes options for power generation and energy efficiency, transport, buildings,
urbanisation, agriculture and food security, forestry, consumer choices and much more besides.

Climate scientists are typically reluctant to admit defeat when it comes to this target, in part
because research collated in another .. report in 2018 showed that the consequences of 2°C of
global warming were considerably worse than 1.5°C, particularly for the poorest parts of the
world and low-lying regions that are vulnerable to rising seas and destructive storm surges.

The physics of the global climate system, however, leaves little room for prevarication, and Dr
Skea’s stark warning comes directly as a result of the numbers in the latest report. For example,
the .. says that for a 50% chance of limiting warming to 1.5°C by 2100, no more than 500bn
tonnes of CO. can be emitted beyond 2020, equivalent to little more than a decade of emissions
at current rates.

The report says that to avoid more than 1.5°C of warming, global emissions must peak before
2025 and then fall by 43% before 2030, compared with 2019 levels. the political realities and
inherent inertia of economies that are largely structured around fossil fuels make the transition
challenging, particularly at the speed that is now required.
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The latest IPCC report argues that stabilising the climate will require fast action (2)

Emissions must peak by 2025 for the world to have a chance of meeting the Paris goals
Apr 9th 2022

Achieving the 1.5°C Paris goal means that global use of coal must decline by 95% by 2050,
relative to 2019. Oil use must drop by 60% and gas by 45% in that period.

Keeping warming to less than 2°C would therefore mean shortening the lifespans of existing
fossil-fuel power stations and refineries. These could be retrofitted with installations that capture
warming gases before they escape into the atmosphere in order to store them underground or
beneath the oceans.

The cost of solar energy dropped by 85% during the 2010s, and wind power by 55%. Despite
worrying trends in the Brazilian Amazon, there is more forest cover and less deforestation today
than in 2010. In 2020 more than 20% of global emissions were covered by carbon taxes or
trading schemes.

The energy intensity of the global economy (a measure of the amount of energy expended to
generate one unit of .,) decreased by 2% per year between 2010 and 2019. But these gains are
nowhere near what models say will be needed to stabilise the climate before it is too late.

Viable options for eliminating fossil fuels from aviation and heavy industry are currently lacking,
and few envisage a sufficient change in this over the coming decades.

Options for removing these residual emissions broadly come in two types: the ecological
(reforestation, ecosystem restoration, schemes to increase the amount of carbon sequestered in
agricultural soils) and the chemical (using minerals or reagents that selectively bind to
atmospheric CO. and allow it to be stored underground, underwater or in solid form).
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The latest IPCC report argues that stabilising the climate will require fast action (3)

Emissions must peak by 2025 for the world to have a chance of meeting the Paris goals
Apr 9th 2022

Technological solutions for removing carbon dioxide from the atmosphere are in their infancy
and extremely expensive. The two companies that have commercial operations offer to remove
one tonne of carbon dioxide for between $300 and $1,000.
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These carbon-removal technologies may see a rapid drop in costs. Proponents point to the recent
successes of solar- and wind-energy projects.

To some, the calls to end the age of fossil fuels or face the consequences of letting the world burn
may seem divorced from immediate reality.

In the long list of options for reducing emissions, improving energy efficiency in transport,
buildings and industry is low-hanging fruit, as are behavioural changes such as switching from
private vehicles to public transport.

Encouraging consumers to decrease energy demand in this way would also increase energy
security. And every fraction of a degree shaved off future warming reduces climate risks, even if
the 1.5°C target is missed.

Today, as the West comes to grips with a deepening energy crisis, it faces a similar challenge, but
with added urgency in light of the latest climate warnings from the ipcc’s scientists.
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Russian war criminals may never be brought to justice

Investigate and charge them all the same
Apr 9th 2022

Evidence of russian war crimes litters Ukraine, but however much Ukrainians and some

Russians wish differently, no one—least of all Vladimir Putin, Russia’s president—is likely to
spend a single day in prison for them.

We heard details of the murder of Ukrainian men in Bucha, ordered by a Russian commander.
Evidence like this has rightly caused a worldwide outcry.

Investigators are likely to find that Russian forces should be indicted, even if they have not killed
on such a systematic scale as to have committed genocide.

Russia has started ignoring the European Court of Human Rights. Neither since 2016 has it

recognised the icc. Russia does recognise the International Court of Justice, which hears
disputes between governments, but that court also enforces its rulings in the ..

One response is to send Ukraine more arms and impose more sanctions on Russia. America will
ban new investment there.

the West, like Ukraine, rejects the Russian view that people are a means to an end, it should back
the courts’ efforts to show that every life matters. And should those who wish Mr Putin’s regime
to fall be satisfied, indictments may help ensure that war criminals lose power with him. Who
knows, they may even end up in a jail cell.
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Bain Capital buying Toshiba could be a big deal for Japan
America's private-equity barons circle one of the country's fading corporate jewels
Apr 9th 2022

Toshiba’s share price has underperformed domestic and foreign rivals, as well as the broader
Japanese stockmarket. The latest plot twist comes amid talk of a buy-out led by Bain Capital, an
American private-equity group. This raised hopes among investors for some sort of resolution to
the saga.

The firm cooked its books to inflate profits by $1.2bn between 2007 and 2014. Implicated
executives bowed deeply in apology. A new crop of leaders had to apologise again two years

later when a big bet on Westinghouse, an American nuclear-power company, went sour.

That set the stage for a protracted second act of tragicomedy. As shareholders pushed for better
returns and more transparency, Toshiba executives squirmed.

At an extraordinary general meeting three weeks later, shareholders killed the management’s
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proposal for a split into two businesses, one focused on electronics, the other on infrastructure.

The impasse set the stage for act three. On March 31st ecm announced it had signed an
agreement to sell its stake to Bain if regulators gave the nod to the American firm’s bid. A deal
would be hefty. Toshiba’s market value is $17.5bn. the transaction would also mark a big
advance for both foreign investors and private equity in Japan, which has not historically been
welcoming to either.

Japanese laws regulating foreign investment were amended in 2020 to increase oversight of
industries important to national security. Bain appears to have learned from those experiences,
and is said to be in discussions with Japanese funds and companies to form a consortium that
would be palatable to the government.

DP1 : Do you agree Bain Capital will buy Toshiba?

DP2 : Why did Toshiba fail their business?
DP3 : How do you think Japanese government involvement?
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France looks likely to re-elect Emmanuel Macron

But his race against Marine Le Pen is a lot closer than it was last time
Apr 9th 2022

On April 6th 2016 a 38-year-old former investment banker who, two years before, had been
appointed as a minister in France’s Socialist government announced that he wanted to change
French politics. It was time for a “political movement” that would be “neither on the left nor the
right”.

The event was the talk of France’s political classes. But maybe only the man on the stage believed
that the movement he was starting would go as far as it has.

In May 2017 Mr Macron won his first ever elected office, leaving the established Gaullist and
Socialist parties in his wake and squarely defeating Marine Le Pen of the National Front to
become president of the republic.

By occupying a broad centrist space, and borrowing talent from both the Socialist Party and the
Republicans, Mr Macron has accomplished much in the five years since then.

One of the remarkable things about 2017 was that the two mainstream parties managed just
26% of the first-round vote between them, with neither making it into the second round. They
will fare even worse this time. Add in small fry on the fringes and those telling pollsters they will
vote for candidates beyond the historic mainstream make up 54% of the electorate.

Mr Macron’s victory in 2017 was in part due to the extremists' success keeping the mainstream
out of the second round. This triumph by a charismatic if untested standard-bearer for broadly

liberal, internationalist centrism was heralded as a setback for populism of global import.

At this stage in 2017 our statistical model of the election gave Ms Le Pen a 1% chance of overall
victory. On April 6th this year the equivalent number was 21%.
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France looks likely to re-elect Emmanuel Macron (2)



But his race against Marine Le Pen is a lot closer than it was last time
Apr 9th 2022

A form of pragmatic, post-partisan policymaking has pushed through a range of reforms—lower
taxes, a more flexible labour market, better training and early education, .. for gay women, and
more. There has been scarcely a whiff of rebellion in parliament.

Unemployment has fallen. Nursery education is now compulsory (and free) for all from the age
of three, as it is across the country. New businesses have opened their doors, and some existing
ones have expanded.

But there have been close-downs, too. One of the iconic moments of the 2017 campaign was
when Mr Macron faced enraged trade unionists burning tyres outside a Whirlpool factory in
Amiens. “I can’t tell you I'm going to save your jobs,” Mr Macron declared candidly. But he
would try.

Less than half of the 280 former employees have found another permanent job. Other industrial
workplaces have suffered similar fates.

Disillusion among blue-collar and low-paid workers is one of the reasons the populist vote has
not gone away. The single most popular choice for blue-collar voters is Ms Le Pen: 36% say they
will back her in the first round, next to 20% for Mr Macron and 19% for Mr Mélenchon,
according to Ifop, a polling group.

Discontented working-class voters are hardly a novelty; for the first eleven years of Mr Macron’s
life the Communist Party ran Amiens town hall.

Ms Le Pen and Mr Mélenchon have also had nice things to say about Mr Putin, but voters have so
far minded less, if at all. That is hardly surprising. More untoward is the evidence that she will
pick up votes from the left and the centre in unprecedented numbers.
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France looks likely to re-elect Emmanuel Macron (3)

But his race against Marine Le Pen is a lot closer than it was last time
Apr 9th 2022
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1
Many left-wingers, including 48% of the Green vote and 49% of Mr Mélenchon’s, will abstain or

spoil their ballot papers rather than support Mr Macron against her.

No longer seeming beyond the pale is Ms Le Pen’s great success. Ms Le Pen’s written programme
is still focused on immigration, “Islamism”, and “national preference” for the French.

She has, on the face of it, moderated her stance on the .. She no longer talks of abandoning the
euro. But her vision of Europe is a long way from Mr Macron’s. She has positioned herself as a
leader close to the people and their concerns—something Mr Macron has never managed.

Rural voters respond to this positioning well, with 32% saying they will back her in the first
round, compared with 12% in the Paris region.

People first put on high-visibility jackets— gilets jaunes—to complain about the way in which an
increase in carbon taxation had pushed up the price of motor fuel. He has since tried to put aside
his imperious governing style and show that he can connect with ordinary people.

His policies, though, belie that image. By introducing a flat tax of 30% on investment income and
ending the wealth tax in favour of a lighter “mansion tax”, he has indeed helped the rich.
Unemployment was the voters’ third biggest worry in 2017. Now it does not make the top ten.

Ms Le Pen goes further, promising to cut .. on petrol and energy bills to 5.5%, to lower
motorway tolls and, for good measure, to bring back the wealth tax.

Mr Macron’s vision of a realignment to bring together progressive pro-European centrists from
the old left and right in order to beat conservatives and nationalists of all sorts has ended up
legitimising the populist politics.

For all his faults, Mr Macron remains an energetic, serious, ideas-driven leader with a knack of
defying expectations. The less haughty tone he has begun to adopt hints at lessons learned from
past mistakes.

The change he promised in 2016 is at best only half delivered, and the strangely unifying
insurgency that brought him to power is ill-suited to winning over the voters who remain
unconvinced. Governing France could turn out to be even harder next time around.
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What China gets wrong

The pandemic, the economy and the war in Ukraine
Apr 16th 2022

It is often said that China’s government plans decades ahead, carefully playing the long game as
democracies flip-flop and dither. But in Shanghai right now there is not much sign of strategic genius.
The zero-covid policy has become a dead end from which the Communist Party has no quick exit.

It is one of a trio of problems faced by China this year, alongside a misfiring economy and the war in
Ukraine. China’s response to each has a common root: swagger and hubris in public, an obsession
with control in private, and dubious results. China’s actions reflect an authoritarian system under Xi
Jinping that struggles to calibrate policy or admit when it is wrong.

In some ways Mr Xi has triumphed. The propagandists can boast of a covid-19 mortality rate that is
the lowest of any big country, and an economy that has grown by more than any other in the «0 since
2018.

Early on, China’s rulers decided on a giant utilitarian experiment, leading to a largely covid-free life
for the majority, at the cost of forfeited individual liberties, pain for those in lockdown and national
isolation.

At least 150m people are affected. Having granted autonomy to Shanghai to manage its lockdown, Mr
Xi has seized back control. The party has not prepared the public for living with covid and has failed
to jab enough vulnerable old folk or use more effective Western vaccines.
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What China gets wrong (2)

The pandemic, the economy and the war in Ukraine
Apr 16th 2022

In an attempt to implement vague slogans such as “common prosperity”, zealous officials have
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reasserted state control and intimidated the most successful entrepreneurs. Those ten largest tech
firms having lost $1.7trn of market value after a barrage of regulation are valued at a 50% discount to
their American peers.

new generation of startups many are duds or frauds tolerated by officials keen to meet local
development targets.

The last problem involves Ukraine and foreign policy. Mr Xi has sided with Russia, in keeping with his
belief that the West is in decline. It will further hurt relations with America and Europe, upon whose
markets China relies. China hopes Europe can be prised apart from America, but the war has

revived w0 and transatlantic co-operation in energy. Across rich countries, public perceptions of
China are at their worst for two decades.

Its centralised governance allows vast resources to be concentrated on strategic tasks, from building a
navy to dominating the battery business.

China’s system of government is developing new flaws as power grows more concentrated.
Authoritarian states can get things right but hate to admit when they are wrong. For now, if you think
China’s ascent is inevitable, look at the deserted streets of its biggest city, and ask yourself if Mr Xi has
a monopoly on wisdom.
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Can Silicon Valley still dominate global innovation?

Why nearly 300 cities now host more than 1,000 unicorns
Apr 16th 2022

The growing herd of private startups valued at $1bn, whose proliferation in the area has prompted
locals to dub it “Unicorn Street”. Bengaluru, itself the startup capital of India The city is home to 26
unicorns, and last year attracted $13bn in venture capital (v).

For decades Silicon Valley’s position as the birthplace of high-growth technology companies was
unassailable. The small patch of land has given the world, among others, Hewlett-Packard (founded in
Palo Alto in 1939), Intel (Mountain View, 1968), Apple (Los Altos, 1976), Google (Menlo Park, 1998)
and Uber (San Francisco, 2009).

San Francisco is home to 136 unicorns, with 220 in the Valley as a whole, more than any other place
in the world. Unicorns can be found in 45 countries. Over 1,000 trot the globe; nearly half are outside
America.

The diffusion of capital reflects huge growth in tech in recent years that lifted many boats. Even as
tech valuations slid during the fourth quarter of 2021 and first quarter of 2022, the share of funds
flowing to firms outside Silicon Valley and America has remained high at 82% and 51%, respectively.

Together, they are redrawing the map of global innovation—creating one that is more dispersed,
diverse and competitive. But whereas Israeli and British startups often look across their borders,
Beijing’s are focused almost entirely on the domestic market.

Instead of breaking new ground they often adapt existing business models to local market conditions.

The worldwide spread of high-speed internet and smartphones has allowed startups to serve
customers just about everywhere from just about anywhere. At the same time, as growth rates in
mature markets have slowed and competition for investments has risen, venture capitalists are looking
elsewhere for their next big bet.

The pandemic appetite for all things digital has fuelled these trends. Some 60m South-East Asians,
nearly a tenth of the region’s population, became new netizens in the past two years alone.

DAL —R@GEEEROA/ R—=2 30 E2XETEDION?
300 EWEEHANT,000 LD 2= 0—r %23 &S Ich > 1 EBH


https://www.economist.com/printedition/2022-04-16

2022%4A16H

ERFECEDEART 28N 10ERILOMENHD., ZORBICLDMITTIE T220—-VED) EMEhTWS, N
VHIL—=ILEA Y RDRY—RNF Yy 7ORMETH D, 260DI=Z0—VHEEL. BERFIS0ERILORYFr—Fv
&L (VC) hNEEDE o7,

A+ESHDE., YUY IVNL—DBRRTV/ OV —PEOREDH TH D I EIFRIETRVWEERL >t TONIRBE
WhS, Ea—Lwhb - /)XyHhH—K (1939F/XOF7ILLTEIE) . 17 (1968FEX VYT 1—THI%E) .
7yl (1976FEORFILNRTEIZE) . 7—2)L (1998FEX v O/X\—0 TAI%E) . 7—/\— (2009FH Y75y
ZOTHIE) REVEFNIDTH S,

YrI7IYIRARIFIZ6QDI=ZI-YHIEEL. NL—2&KTIF220&, HRTRHEZLDIZI-VHIEET S, 1
ZO—VIE45NEICTFEET %o 1,000 EAEFREZEKITKD . ZDOHREE N T XY ARNCH %,

CDELSICERDNDELTWE DI, EED/N\A TIVEEZDAZELBEEN. ZLOMEFELEIF WS EEZRBLTW
%, 2021 FEFA4TUEEIN 5 2022F F 1 EEEAITH T T/I\A TV LEDOFTFMENTELTH., YU IV/\L—EXEMS
DLEICTHNBELDERIFEFNENG2%. S1%EFVWKEEZHIZELTWVWS,

INsOfEF, HROAM/ R—2 3 VO ZRDEZ, LDDEL. 2T RENDHIHKEED EIFTWD,
U U, 1 AT ITIPAFYROFEMENEREZHZ TCEEIT 22 ENZVDICH L. IROFELEEFEAEEAN
FHICUNBEZBEIFTTLERL,

FULWABZRETZ2OTIRLBL., BEOEIYRIAEFILEMBOMSEEICEDLETTLYITEIENEN,
BRA VI =Ry NEAN— RN T AV OHEROGERICED, FEPEEF (EahsTh, TEaATH) BRICY—E
2ERETEZ LSBT BRFIC. BRAULTIBOBRREN L., REFSEHNBILT Z2H, RVFr—FvES
IWEROKZEREITIDLHDE I ERLTWS,

JAOFHELBTIINICHT BRROBEDNCDLSHBIN LY RICHEEZNTTWS, BE2EBLET T REFIT
DAODMTOBD1ICHT=2#6,0008 ADFfclcry hA—H—&REoTc,



I
=)
=)
=)
€3
=)
=)
&
=)

—
Multi-horned hubs
Top 12 cities* by number of unicornst
2011 ®2016 @202
0 30 60 9 120

San Francisco I —e
Beijing | —T—
London *—O
Bengaluru

Paris p‘
Berlin

Singapore

Tel Aviv

Sao Paulo

Seoul .
Amsterdam t
Stockholm

*One per country TStartups valued at $1bn or more
Source: CB Insights

150



|
Capital cities
Top 12 cities* by number of unicornsT, 2011-21

Amsterdam
Londorl @ stockholm
Paris Berlin Beijing
San Francisco G Seoul
Bengaluru
Venture-capital °
funding, $bn
Tel Avi
2011 @ 2021 2 WAV Singapore
50
‘ Sao Paulo
1
Sources: CB Insights; Crunchbase *One per country TSt rtups valued at $1bn or more

Can Silicon Valley still dominate global innovation? (2)

Why nearly 300 cities now host more than 1,000 unicorns
Apr 16th 2022

We have found that nearly 40% of these unicorns herded in the country’s top startup city. Once a city
gains a foothold, additional activity is pulled in because of increasing returns to scale.People will still
want to meet in person and it is easier to do this when the persons are nearby.

A deep talent pool is the most obvious ingredient of a successful cluster. Famously, Silicon Valley
benefits from proximity to brain trusts such as Stanford or the University of California, Berkeley.
Bengaluru has nearly 70 engineering colleges. “Where else can you quickly hire a few thousand
engineers?”

Talent alone is not enough, however. Tokyo had the brains to produce global tech giants such as Sony
(in electronics) and, more recently, Rakuten (in e-commerce). Yet the Japanese capital has struggled
to nurture a vibrant startup scene. One possible reason is the continued dominance of Japan Inc

by keiretsu (conglomerates). Another is the country’s insularity. In one survey from 2019 the country
ranked 53rd in the world in English proficiency.

That hints at the second critical factor: openness to people and ideas. Migrants are a
disproportionately enterprising bunch.

It is hard to determine to what extent connectedness spurs startup activity, as opposed to the other
way around. But the two go hand in hand, and almost certainly feed off each other. Unicorn-poor
Tokyo has seen a decline in connections.

Bengaluru illustrates how talent and openness combine to create startup magic. Migrants make up
more than half its population—a statistic India’s tech grandees invariably cite when explaining the
city’s success.

Bengaluru It has also long been connected to the world. Texas Instruments, an American electronics-

maker, chose Bengaluru for its first regional office in 1985. That in turn drew ambitious domestic
upstarts seeking connections and cash.

Yet Bengaluru might not be where it is were it not for a third ingredient: the presence of local risk
capital. For an enterprise to thrive, it needs backers who understand the ecosystem and are willing
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to feed it.
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Can Silicon Valley still dominate global innovation? (3)

Why nearly 300 cities now host more than 1,000 unicorns
Apr 16th 2022

A local capital base also encourages another important type of risk-taking. Employees must be able to
leave existing firms and join or start competitors.

In some cases, the state can provide early backing. Bengaluru, home to military-research outfits, and

Tel Aviv also have strong links to their countries’ armed forces, which can act as buyers of first resort.

Some governments support startups with capital rather than contracts. Take Singapore, which has
more unicorns per person than anywhere bar Israel.

How much credit such top-down policies deserve is hotly debated. Attempts to will clusters into
existence have mostly foundered.

Most investors and even some policymakers agree that Singapore’s success has more to do with its
entrepot status, pro-business laws and political stability.

The importance of talent, openness and risk capital will persist. Already about 30% of India’s current
herd of 60-odd unicorns primarily target international markets.

And new cities may join the ranks of tech hubs. Hot technologies such as the decentralised world of
cryptocurrencies and so-called Web3 may seek out places with favourable regulations (or lack
thereof). n, a cryptocurrency exchange valued at $32bn, has just moved to Nassau, in the
Bahamas. The weather is nice there, too.
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Why so much of the world won’t stand up to Russia

Rising food prices and a history of Western hypocrisy and selfishness aren’t helping
Apr 16th 2022

Although Mr Biden left no doubt whom he blamed for their suffering, Mr Modi sounded less
certain. Rather than point a finger at Russia, he called for “an independent inquiry” into the
horrors reported from the Ukrainian town of Bucha.
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India is perhaps the most inconvenient of the serial abstainers from the West’s campaign to
punish Vladimir Putin, Russia’s president, for invading Ukraine.

Many are refraining from either openly criticising or penalising Russia, owing to commercial
incentives, ideological commitments, strategic ambitions or simple fear.

India has a number of reasons to avoid antagonising Russia: its tradition of neutrality in global
conflict, its strategic priority of confronting China, its dependence on Russian military equipment.
As an added incentive, democracy itself may argue for staying on the fence: “pulling the lion’s
tail” by refusing America or Britain plays well with the domestic audience.

It is tricky to gauge the degree to which countries resisting Russia’s isolation might undermine
the sanctions regime organised by the West. Together they account for a quarter of the
world’s gdp and 20% of its exports. Yet they are not very important to the Russian economy.

Last week the un’s members went beyond mere exhortation by kicking Russia off the Human
Rights Council.

But the margin on the vote was far narrower: 93 to 24, with 58 abstentions. Support for Ukraine
in much of the world is thin, diplomats caution, as is the patience of abstainers, which could
curdle into opposition. The pattern of abstentions speaks in part to concerns that sanctions on
Russia are driving up food and energy prices.
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Why so much of the world won’t stand up to Russia (2)

Rising food prices and a history of Western hypocrisy and selfishness aren’t helping
Apr 16th 2022

A related objection is that the West is obsessing over a European conflict that is not a true global
concern, while downplaying or ignoring conflicts and human-rights abuses elsewhere.

In recent years, the reluctance of rich countries to invest in mitigating climate change and the
slow and uneven distribution of covid-19 vaccines had already reinvigorated the Non-Aligned
Movement, the organisation of states that professed neutrality during the cold war.

Particularly across the Middle East, and in Turkey, the West’s concern for Ukraine’s sovereignty is
seen as self-serving and hypocritical, partly in light of America’s war in Iraq and the nw-led
bombing of Libya in 2011, which toppled its dictator, Muammar Qaddafi.

Some diplomats were stunned when Iraq’s ambassador to the « abstained from the resolution
condemning the invasion, citing his country’s “historical background”, in an apparent jab at the
American invasion to which he may owe his job. the abstentions by the Gulf states were a
particular disappointment to Western diplomats.

Russian propaganda in the region feeds grievances against the West. Last month Sky News
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Arabia, based in the we, ran a segment about how “duplicitous” Western countries were trying to
“demonise” Mr Putin.

With the exception of Russian fellow travellers such as Cuba, Nicaragua and Venezuela, Latin
American countries supported the first two w resolutions condemning Russia for the war. But
several, including Brazil and Mexico, balked at kicking Russia off the Human Rights Council, and
there is little appetite in the region for joining the sanctions regime.

Citing Argentina, Brazil and Mexico among others, he added, “These countries do not want to
be in a position where Uncle Sam orders them to do something and they say, ‘Yes, sir.”
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Why so much of the world won’t stand up to Russia (3)

Rising food prices and a history of Western hypocrisy and selfishness aren’t helping
Apr 16th 2022

Though Brazil joined in condemning the invasion, Mr Bolsonaro has since said he cannot cut ties
with Russia because of the “sacred” importance to Brazil of imported fertiliser, more than a fifth
of which comes from Russia.

It is in Africa that Russia has found the most outright sympathy. Almost half of African countries
—25 of 54—abstained or stayed away from the first w vote.

In southern Africa many countries see Russia as the successor of the Soviet Union, which armed
and trained the guerrilla armies that fought colonial powers and segregationist regimes.

President Cyril Ramaphosa mouths Kremlin talking points, arguing that o is responsible for the
conflict because of its eastward expansion. He has also criticised Western sanctions on Russia.

In other parts of Africa, support for Russia reflects its success in spreading influence by selling
weapons or supplying mercenaries.

Some countries might be encouraged to see an opportunity to repair relations with the West.
That could be the case with Pakistan. its armed forces, which tend to call the shots, are showing
signs of discomfort with its deep and growing dependence on China.

India is not merely refraining from criticising Russia but increasing its purchases of Russian oil.
but the Biden administration has so far danced away from the question of whether it will apply
the sanction.
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Mr Biden’s strategy is clearly to woo India rather than pressure it, an approach that has appeared
so far to bear little fruit. why India was not moving to reduce any dependence on Russia, “Believe
me, we have a decent sense of what is in our interest and know how to protect it and advance it.”
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What happens if America’s Supreme Court overturns women’s right to abortion

Defenders and opponents alike are preparing for a frenzy
Apr 16th 202

A woman in Missouri who decides to end her pregnancy has a choice, of sorts. She can go to the
state’s last remaining abortion clinic, in St Louis. She must then wait 72 hours before returning.
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Across the Mississippi River, to a larger clinic in Fairview Heights, Illinois, where the doctor (it
may even be the same one) can speak to her patient as she thinks best. The abortion can be done
that day.

This gulf between two neighbouring states illustrates the mess that surrounds abortion in
America. Since 1973, when the Supreme Court ruled in Roe v Wade that abortion was a
constitutional right.

The mess may be about to get much worse. This spring or summer the justices will rule on a law
in Mississippi, blocked by a lower court, which bans abortions after 15 weeks of pregnancy.

How likely is the Supreme Court to ditch Roe? At first, it seemed its conservative majority might
use the case to lower the gestational limit on abortion on demand. The court had done this
before: in 1992 it lowered that set by Roe (26 weeks) to fetal viability (around 23 weeks).

But abortion-rights groups are increasingly concerned that the court will scrap Roe altogether.

Then in December the conservative justices made this plain. During oral arguments in the
Mississippi case, Brett Kavanaugh, one of Donald Trump’s three nominees, cited many occasions
when the court had overturned earlier decisions and suggested it should be “neutral” on an issue
about which the constitution says nothing.
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What happens if America’s Supreme Court overturns women’s right to abortion (2)
Defenders and opponents alike are preparing for a frenzy

Apr 16th 202

A gradual reversal could come about if the court undermined the viability standard. Anti-abortion
states could pass all sorts of bans and expect that the courts would be more likely to uphold
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them.

Texas offers a glimpse of how this would play out. On September 1st, the first day clinics in
America’s second-most-populous state were forced to turn away patients, those in nearby states
saw a sudden influx.

Even before the Texan law, clinics in states with decent abortion provision had become used to
serving women far from home. This has helped them prepare for the demise of Roe.

Where pregnant women go, anti-abortionists follow. Local armies have moved their campaigns
from states like Missouri, where the battle has been largely won, into Illinois.

Elsewhere, smaller abortion providers are weighing their options. Tammi Kromenaker, director of
the Red River abortion clinic in Fargo, North Dakota, the only one in that state, says she is often
asked why she doesn’t move a few miles east into Minnesota, where abortion will remain legal

if Roe is overturned.

This points to another example of American exceptionalism. In other countries abortion tends to
be embedded in broader health-care systems.

Partly as a result, clinics have become powerful defenders of abortion rights, including in the
courts.

As great as the post-Roe upheaval is likely to be, it would be greater still but for three mitigating
factors. First, In California, lawmakers are expected to consider a plan to make the state a

“sanctuary” for anyone seeking an abortion.
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What happens if America’s Supreme Court overturns women’s right to abortion (3)

Defenders and opponents alike are preparing for a frenzy
Apr 16th 202

Second, the abortion rate today is half what it was in 1980. That is mostly down to improved
access to more effective methods of contraception.

A third element is the increasing use of abortion medication, which has transformed abortion
care globally (because tracking it is hard it may also make America’s abortion rate look lower
than it really is). By taking two drugs several hours apart, women are able to abort at home
without a clinic appointment.

Anti-abortion lawmakers are onto that. Last year, 15 states introduced bills restricting medication
abortion. If Roe is overturned, more will surely follow. Even if women can get hold of the pills,
they could still be in trouble. The cramping and heavy bleeding that these pills cause prompt
some women to seek medical help.

And the number of those needing abortions later in pregnancy will grow if women have to travel
farther, with the time-consuming burdens that entails.

researchers found that women who were denied abortions experienced a sharp spike in financial
hardship. Their children suffered.

Democrats are ready to use such fears to try to boost turnout in the mid-terms in November. This
may work among some educated women in suburbs where many of the competitive Senate races
will be decided.

Overall, however, abortion is some way behind a lot of other issues in voters’ minds. The end

of Roe may not necessarily prompt huge protests. Terminating Roe would undoubtedly cause a
bigger stir, but it is unclear how the effects would really be felt beyond the lives of women and
the abortion providers who serve them.
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What bigger military budgets mean for the economy

Russia’s war has shown that we live in a guns-and-butter world
Apr 16th 2022

A common assumption, therefore, is that extra spending on armies is harmful to growth and
development. But the relationship is not so straightforward. In some cases bigger defence
budgets may in fact yield substantial economic benefits.

That there is a trade-off between spending on the army and on, say, roads or hospitals is a
lesson that students of economics internalise early on.

It is thus easy to see how spending on defence, taken to an extreme, could be corrosive for
an economy. But anything that erodes America’s economic strength will ultimately hurt the
armed forces.

The ocs member that spends the most on defence, at about 6% of «ap, is Israel. It also
consistently boasts one of the fastest-growing economies in the group. By contrast, Japan is
one of the lowest military spenders as a share of gdp in the oecd, and one of the slowest
growers.

military expenditure in poorer countries is often detrimental to growth, whereas in wealthier
countries it is more likely to be beneficial.

One way in which defence spending might be said to boost the economy is as a jobs
programme. If the armed forces were a corporation, they would be America’s largest
employer with 2m workers (counting active-duty personnel and civilians), beating Walmart
and Amazon.

On average, they found that a 10% increase in government-financed &t leads to a 5%



increase in privately financed & in the targeted firm or industry.

Public support for defence is less susceptible to mood swings. Without having to worry
about its next grant application, the American military system has been free to churn out
innovations, from duct tape to the internet, without which modern life would be scarcely
imaginable.

But in a world unsettled by revanchist powers, the truth is that it is both guns and butter. A
strong defence is, regrettably, a necessity for a strong economy.
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What Taiwan can learn from Russia’s invasion of Ukraine

Fighting spirit and the right Western arms may stymie a powerful foe
Apr 23rd 2022

“China, Russia: langbeiweijian”, ie, a wolf and a bei (a mythical beast) colluding to do evil.
This refers to a traditional story of two deformed creatures—a wolf with long front legs and
short hind ones, and a bei with the opposite impairment—collaborating to devour sheep.

With China and Russia declaring their friendship has “no limits”, Taiwanese fear they will be
the next prey. “A year ago, most people thought we would never see war in our generation,

Ukraine made everyone realise: war is here.” The session is a rare chance to overcome
defeatism.

Invasion from the mainland has been a worry ever since China’s nationalist rulers lost a civil
war against the communists and fled to Taiwan in 1949. That leaves it in limbo: a vibrant

democracy and the world’s biggest purveyor of advanced semiconductors, which has
diplomatic relations with just 14 countries.

Over the decades, Taiwan has swung from the delusion of reconquering the mainland to a
deepening hopelessness—a sense that it can do little on its own to defeat an

invasion. China’s defence budget is 20 times larger than Taiwan’s.

For a time, some Taiwanese thought trade with China might stay its hand, but the aggressive
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nationalism of Xi Jinping, China’s president, has dispelled that illusion. For the most part,
Taiwan has sheltered behind the shield of American deterrence.

Russia’s invasion of Ukraine is causing a profound rethinking. The stout resistance by
Ukrainians gives some Taiwanese hope that they, too, might be able to hold off a powerful
foe. Russia’s nuclear threats have deterred America from intervening directly. China, too, has
nuclear weapons.
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What Taiwan can learn from Russia’s invasion of Ukraine (2)

Fighting spirit and the right Western arms may stymie a powerful foe
Apr 23rd 2022

Contradictory emotions are apparent in a poll by the Taiwan Centre for International
Strategic Studies, a think-tank. It showed a startling jump in the share of Taiwanese willing
to fight to defend Taiwan, from 40% in December to 70% in March. But confidence that
America would intervene has dropped markedly, from 55% to 43%. Scarcely a third of
respondents thought Taiwan could hold off an invasion alone.

Many in Taiwan thus watch the war in Ukraine with a mix of hope and dread. Its full lessons
will depend on the outcome. But an obvious one is the importance of time.

It will be tougher for the West to impose sanctions on China of the kind it has used to punish
Russia. As the world’s second-largest economy (the largest if measured at purchasing-power
parity), China is far more diversified and more integrated in global trade than Russia.

Even so, many in the West hope President Vladimir Putin’s military troubles in Ukraine will
give Mr Xi pause. it is undergoing extensive reforms that could hamper its combat readiness
until 2027 (but give it better options thereafter).

China’s generals will learn from Russia’s mistakes in Ukraine, such as how to fight militarily,
what pressure may be encountered politically, how to relieve that pressure, and so on.
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Nothing Mr Xi learns from foreign examples is likely to alter his fundamental approach. He
still favours reunification without fighting, but is prepared to use force, particularly if
Taiwan makes a dash for independence.

Successive Chinese leaders have built the pla into a formidable force, designed to conquer
Taiwan while fighting off American reinforcements. China’s conventional build-up is being
matched by a nuclear one.

For now, the pla will maintain its relentless testing and harassment of Taiwan, including
frequent incursions into its air-defence identification zone (adiz).
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What Taiwan can learn from Russia’s invasion of Ukraine (3)

Fighting spirit and the right Western arms may stymie a powerful foe
Apr 23rd 2022

Should it come to war, the main lesson that China will draw from Ukraine is the need for
speed—ideally achieving victory within days—to ensure that Taiwan’s government cannot
organise concerted resistance and America cannot intervene effectively.

China stages a large-scale naval exercise near Taiwan, then swiftly uses the ships to blockade
the island. Like Mr Putin, Mr Xi threatens nuclear escalation against anyone who challenges
the quarantine.

“If Ukraine had only tanks, could they fight Russia? Think of 1,000 Ukrainian tanks versus
10,000 Russian tanks. Then think of 10,000 Russian tanks versus 100,000 Ukrainian
Javelins. That is asymmetric warfare.” an “asymmetric” strategy, in which the weaker side
uses defensive weapons, concealment and subterfuge to frustrate its foe to develop a
“porcupine” doctrine.

American critics question the billions being spent on expensive systems. “They are buying
stuff for things that won’t give them much security,” the American navy might tell Taiwan

not to deploy its submarines lest they be mistaken for Chinese ones.

China has a lot of other ways to pound Taiwan into submission, including missiles and
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cyber-attacks. If the Chinese don’t know their forces or points of departure are at risk, you
cannot deter them. You can’t win at soccer only in defence. You have to be able to score a
goal.”

America promises to help Taiwan with the means to defend itself but leaves unsaid whether
it would go to war with China over the island. America hints at a greater readiness to fight,
and risk nuclear escalation, for Taiwan than for Ukraine. Such “strategic ambiguity” is
meant to prevent both an attack by China and a declaration of independence by Taiwan.
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What Taiwan can learn from Russia’s invasion of Ukraine (4)

Fighting spirit and the right Western arms may stymie a powerful foe
Apr 23rd 2022

In contrast with the mutual-defence commitment of nato’s 30 allies, America’s alliances in
Asia are more akin to a hub with spokes. America has separate agreements with Australia,
Japan, South Korea and others—but they have no obligations to each other. The “Quad”—a
loose group of America, India, Japan and Australia—discusses everything from maritime
security to economic co-operation and covid.

Japan’s role is important, given its powerful navy, its proximity and the American forces on
Okinawa and elsewhere on its territory. People-to-people ties are strong, too. Taiwan is far
less resentful of its time as a Japanese colony than other countries once ruled by Japan are.

For all Japan’s pacifist leanings, there is a growing realisation that it is bound to be involved
in any war over Taiwan. The capture of Taiwan would usher in Chinese dominance in Asia,
which Japan has historically resisted.

Following changes to the interpretation of the constitution in 2015, Japan’s self-defence
forces (sdf) can be deployed for combat even if Japan is not attacked, so long as the
situation is deemed to be of “existential” importance. Japanese war games often end with
participants tying themselves up in legal knots.
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Precisely how Japan might help is unclear, not least because American and Japanese forces
lack a nato-style integrated military command. Broadly speaking, the Japanese would focus
on defending Japanese territory, including American bases; securing strategic choke-points
around Japan; and providing rear-area logistical support, such as supplying fuel and
ammunition and treating wounded soldiers.

Republicans, in particular, urge the Biden administration to provide better weapons and
military aid, abandon strategic ambiguity and even station American troops on the
island. But for the foreseeable future Taiwan is likely to remain in the twilight zone: a
country whose status is undefined and whose vital partnership with America is unclear.

The invasion of Ukraine shows that war can clear away ambiguities and hesitations.
Taiwan’s best hope of survival is to deny China a quick victory. “Every day, when Xi Jinping
draws back the curtain, he should see the capability that Taiwan, America and the other
allies have deployed and tell himself: ‘Today is not the day for an invasion,” muses Mr
Davidson. That may be what winning looks like.” The struggles of the Russian wolf show
how the Chinese bei might be kept at bay.
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The push for shareholder democracy should be accelerated
It is still too hard for small shareholders to be heard

Apr 23rd 2022

Keeping shareholders satisfied used to be straightforward. If a firm could announce juicy
profits, healthy cashflow and a perky dividend at the annual general meeting (agm),
applause was assured and few hard questions would be asked. But in recent years these
meetings have shifted from routine talk of balance-sheets to loud battles over companies’
broader purpose. Shareholders at American firms face a record volume of proposals on
environmental and social issues: 576 resolutions as of April 12th, up from 499 last

year.

This reflects investors’ growing and understandable interest in mitigating risks that
could threaten a wide variety of firms, such as climate change. It is also a side-effect of
gridlock in Washington. This year the number of climate-related proposals faced by
American firms has jumped by more than 40%.

The past decade has seen a concentration of voting power among managers of large
index funds. Three asset managers—BlackRock, State Street and Vanguard. So the
decision to approve a shareholder resolution often rests with just a few managers and
pension trustees overseeing assets owned by millions.

Most green and social proposals at American agms still fail, but they are gaining
support. On average last year they won 34% of the vote, up from 19% a decade ago.
Resistance is mounting. A new law in Texas bans that state from signing contracts with
firms or investing in funds that shun fossil fuels.

Regardless of the merits of any individual proposal, it is reasonable to be uneasy that
such a tiny group of asset managers exerts so much power over America’s companies.
Startups and fintech firms are devising tools to make it easier for retail investors to vote
their shares.

Today most investors have little chance to turn ownership into a proportional share of
influence. Efforts to make it easier for them to voice their priorities should be welcomed
—and accelerated.
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The danger of excessive distraction
Central banks are under attack for failing to stop inflation. That partly reflects being given too

many other jobs to do, argues Rachana Shanbhogue
Apr 23rd 2022

Central banks are the guardians of money, the lifeblood of capitalism. Their actions influence
people’s wages and savings, whether they can borrow and at what price, and steer the broader
direction of the economy.

Most central banks were given strict mandates and made independent of meddlesome, vote-
seeking politicians. For a time it seemed that this ingenious policy fix had banished the spectre of
inflation altogether.

Today, however, the inflation-fighting regime faces its most spectacular failure yet. Inflation has
come roaring back, spurred by surging energy prices, rising wages and supply-chain disruptions.
In America and the euro area consumer prices rose at an annual rate exceeding 7% in March, the
fastest pace in decades.

This special report notes that this threat to central banks’ credibility comes as they have extended
themselves far beyond just fighting inflation. Lulled by quiescent inflation before the pandemic,
they became all-purpose policymakers, venturing into fixing structural problems such as
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inequality and climate change.

A series of financial panics in the 19th century led to central banks becoming lenders of last
resort, ready to support the banking system during a crisis. To ensure trust in money, most linked
their currencies to gold.

During the second world war they kept public borrowing costs low. Many veered into industrial
policy. In emerging markets they came to resemble national development banks.

Central banks were given independence and inflation targets, first in the rich world and then in
many emerging economies. Today most are independent (the People’s Bank of China, or o, is
an exception).
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The danger of excessive distraction (2)
Central banks are under attack for failing to stop inflation. That partly reflects being given too

many other jobs to do, argues Rachana Shanbhogue
Apr 23rd 2022

Why is the role of central banks ballooning again? One reason is the steady decline in interest
rates as desired global saving rose, which made reviving inflation after the financial crisis harder.

Another reason for the growing role of central banks is the new attention paid to financial
stability, after a period of neglect. Stricter regulation of banks has led to a rise in non-bank
intermediaries in a range of credit markets.

Politics is another reason for central banks’ bigger footprints. One sign is that appointing Fed
governors has become more fraught since the financial crisis. Confronted with big intractable
problems such as climate change and inequality, ministers and activists also eye central banks’
huge balance-sheets, hoping to use them to achieve socially worthy or green goals.

Many emerging markets have adopted inflation targeting, casting off their development roles and
enjoying lower, less-volatile inflation as a result. But they keep a firmer hand on markets, given
their vulnerability to exchange-rate movements and capital outflows.
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This special report considers five areas where central banks are being pressed to do more:
intervening in financial markets; tackling inequality; combating climate change; introducing
digital currencies; and reacting to geopolitics.

Now, however, it has slammed into the reality of high inflation. The danger is that, with too
many objectives, central banks will fail in their most important mission.
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Lawsuits aimed at greenhouse-gas emissions are a growing trend
And better science could make them more precise

Apr 23rd 2022

ClientEarth, an environmental organisation based in London, paid €20 ($23) for ten shares
in Enea, a power company based in Poland. The transaction bought the lawyers at Client
Earth a tiny stake in Ostroleka C, a one-gigawatt coal-fired power station Enea was about to
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build 120km north of Warsaw.

The lawsuit ClientEarth filed against Enea’s directors a couple of months later alleged that,
in pursuing the project, they were failing to act in shareholders’ best interests. Ostroleka C,
the lawyers argued, was destined to become a stranded asset.

Lawsuits to fight carbon emissions began to make themselves felt in the mid-2000s. After the
Paris agreement of 2015 they reached a new level. More than 1,000 of the 1,951 cases on
the Grantham institute’s list were filed post-Paris.

The deal in Paris committed governments to keeping the increase in average global
temperature since the 19th century well below 2°C. The Grantham list includes cases in 41
countries and 13 international or regional courts and tribunals.

There are three reasons the trend is likely to continue. One is that as more countries put
their Paris pledges, and the updates to them made in Glasgow last year, into law there are
more opportunities for lawyers to pounce. A second is that success breeds success. The third
is that more lawyers are getting interested and more activists are trying to interest them.

Most of the cases to date have been attempts to get governments to live up to what are seen
as their commitments. This approach’s most striking success has been in the Netherlands.
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Lawsuits aimed at greenhouse-gas emissions are a growing trend (2)

And better science could make them more precise
Apr 23rd 2022

In February 2020 a group of young Germans led by Luisa Neubauer, a climate activist, sued
their government for failing to set climate targets that were in line with the Paris agreement
goals. As a result of the ruling, Germany’s climate-change act was amended to aim for a 65%
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reduction in greenhouse-gas emissions by 2030, relative to 1990 levels, instead of the 55%
previously required.

The Paris agreement was specifically designed not to be binding on America—if it had been,
it would have needed ratification by the Senate, something it would not have achieved. But
that has not stopped lawsuits alleging that the government is failing to live up to
commitments on the climate which plaintiffs claim to find in the country’s constitution.

If most of the cases to date have been against governments, though, lawsuits against
companies associated with large emissions, especially fossil-fuel companies, and the
institutions which finance them are multiplying.

They want to mount “strategic” lawsuits designed to change the way that whole industries
think. The Enea suit is a case in point. After its Polish success, ClientEarth used similar tools
in a campaign against a coal-fired plant that J-Power, a Japanese utility, was building in
Ube.

As the number and diversity of climate lawsuits grows, companies are taking them more
seriously. Financial-risk disclosure statements filed annually to America’s Securities and
Exchange Commission show that the lawyers and auditors working for some companies
increasingly consider climate litigation to pose a material risk.

Since Paris, though, several big fossil-fuel companies, including Chevron, ConocoPhillips and
Shell, have been systematically including climate lawsuits as a potential material risk.

Its thrust was that, like the Dutch government, Shell had a duty of care towards Dutch
citizens under the country’s civil code and the European Convention on Human Rights,
which guarantees the right to life.
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Lawsuits aimed at greenhouse-gas emissions are a growing trend (3)

And better science could make them more precise
Apr 23rd 2022

In May 2021 the court found in favour of the plaintiffs and ordered Shell to reduce its
emissions in 2030 by 45% relative to 2019 levels. Remarkably, the 45% cut was not just to
the emissions for which the company and its suppliers were directly responsible, but also to
those produced when consumers burn Shell’s oil.

The impact of such litigation extends beyond the fossil-fuel companies being sued. Being
caught up in a high-profile lawsuit and its associated news cycle can have reputational costs
that spill over to others in the same sector.

It may also affect a company’s value. Dr Setzer and her colleagues are collecting data on the
effects that new litigation and judgments have on public companies’ share prices. Mr
Thornton likes to point to the fact that Enea’s share price rose 3.2% the day after the judge
ruled against the company on Ostroleka C. That suggests some investors thought the
stranded-asset argument was a good one, though others may just have liked the certainty
which comes when a problem goes away.

Corporate defendants argue that providing a structure for the transition away from fossil
fuels is a matter for policymakers, not judges. “Leaving [these trade-offs] in the hands of a
court, I think, is really oversimplifying it.”

In America, New Zealand and other jurisdictions some judges have agreed and dismissed
cases on those grounds. Others have found in favour of the plaintiffs but declared that the
fix was outside their remit and bounced the issue back to legislators.

Germany’s Federal Constitutional Court said when ruling on the Neubauer case, the fact that
“no state can resolve the problems of climate change on its own...does not invalidate the
national obligation to take climate action.”
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Lawsuits aimed at greenhouse-gas emissions are a growing trend (4)

And better science could make them more precise
Apr 23rd 2022

ExxonMobil is using an obscure Texan rule to pursue Californian municipal officers involved
in a case against the oil giant which alleges that it participated in climate-misinformation
campaigns. The company says the case violates its first-amendment rights.


https://www.economist.com/printedition/2022-04-23

The past use of misinformation is the basis of a number of other cases. Another source of
harm sometimes cited is a company’s failure to adapt to climate change it could have
foreseen.

Seeking damages for what has gone before is not a strategic response to future emissions,
which is why Ms Khan says she hopes the Milieudefensie ruling will inspire “cases that seek
to change business models rather than extract compensation for past harm”.

San Francisco and Oakland sued bp, Chevron, ConocoPhillips, ExxonMobil and Shell in
pursuit of funds to help them adapt to future sea level rises. The California cities’ suit, after
bouncing around various lower courts, was sent back to them by America’s Supreme Court in
June 2021 . It is likely, though, that some such case will eventually make it to the Supreme
Court; oil companies seem to quite like the prospect.

Mr Luciano Lliuya’s beef is that his property is at risk of being damaged by a dwindling
glacier in the mountains above it; a lake fed by the glacier’s meltwater is threatening to
break its banks.

At the time that Mr Luciano Lliuya filed his case rwe was Europe’s largest emitter. Mr
Heede’s analysis lays 0.47% of all historical emissions at rwe’s door. So Mr Luciano Lliuya’s
lawyers are suggesting the company should pay 0.47% of what it would cost their client to
protect his property.

To wit: after temperatures in the Canadian village of Lytton hit a whopping 49.6°C in
summer 2021, attribution models suggested it was “virtually impossible” that such an event
would have happened in the absence of climate change.

Asked whether that remarkable event has yet been used as the basis of a lawsuit Mr
Thornton says he doesn’t know. But, he adds, it's not a bad idea. There are doubtless already
lawyers on the case.
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How rotten is Russia’s army?
Vladimir Putin uses warfare to make up for Russia’s weaknesses. That is why he is so
dangerous



Apr 30th 2022

The might of the modern Russian army was supposed to show the world that President

Vladimir Putin had restored his country to greatness after the humiliation of the Soviet
collapse.

So far, the invasion of Ukraine has been a disaster for Russia’s armed forces. About 15,000
troops have been killed in two months of fighting, according to Britain’s government.

Leon Trotsky wrote that “the army is a copy of society and suffers from all its diseases,
usually at a higher temperature”.

Our briefing this week sets out just how rotten the army has been. Russia’s defence budget,
of over $250bn at purchasing power, is about three times that of Britain or France, but much
of it is squandered or stolen.

Ukraine’s highly motivated forces are a rebuke to these Russian failings. Despite being less
numerous and less well armed, they resisted the invading army by passing decision-making
to small, adaptable local units given up-to-the-minute intelligence.

For Mr Putin this is a crushing setback. That is partly because, although he controls a
formidable propaganda machine to help drown out his critics, the loss of face threatens his
standing at home.

Russia may be vast, but it is a medium-sized polity that still yearns to be a superpower. Its
population ranks between Bangladesh and Mexico, its economy between Brazil and South
Korea and its share of global exports between Taiwan and Switzerland.

To fill the gap between its power and aspirations—and to resist what he sees as America’s
encroachment—Mr Putin has repeatedly turned to the only sphere where Russia can still
purport to be world-class: military force.

Humiliation in Ukraine weakens Russia’s last claim to superpower status. The war may yet
drag on, and while it does Russia will not be able to mount big operations elsewhere.
Equipment, ammunition and manpower are being used up fast.

Mr Putin is willing to take risks that to many others—including many Russians—make no
sense. Further decline in Russian power could lead to still more reckless aggression. A
weaker Russian army could be an even more brutal one. For those around the world facing
Russian aggression, that is a terrible prospect.

Ultimately, weakness may lead Russia to the last arena where it is still indisputably a
superpower: chemical, biological and nuclear weapons.

The message for the wider world is that Mr Putin’s military opportunism in Ukraine must be
seen to fail by his own officers and strategists, who may then temper his next headstrong
scheme.

Better to have a large forward force that Russia would find hard to defeat from the very
start. The best way to be safe from Mr Putin and his rotten army is to deter him from
fighting at all.


https://www.economist.com/podcasts/2022/04/29/the-reputation-of-the-russian-army-will-come-out-of-this-considerably-battered
https://www.economist.com/briefing/how-deep-does-the-rot-in-the-russian-army-go/21808989
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Russian roulette
Gas imports, 2021, bn cubic metres
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Russia cuts off gas to two European countries. Who’s next?
The game of energy poker is getting scarier

Apr 30th 2022

Not long ago it seemed that the game of energy poker being played by Europe and Russia,
though dangerous, was under control. Oil and gas was one of the few sectors Europe had not



targeted with sanctions. Russia had kept supplies flowing.

But each side thought the other lacked the guts to go all in. After all, Europe imports 40% of its
gas from Russia, which in turn makes about €400m ($422m) a day from its sales.

On April 27th, however, Russia upped the ante. Gazprom, a state-owned energy giant, stopped
sending gas to Bulgaria and Poland after they missed the deadlines that Russia had set for paying
in roubles.

The immediate effect of Russia’s latest move, which the « has described as being a breach of
contract, is limited in scope. Poland’s imports, of 10 billion cubic metres (bcm) a year, and
Bulgaria’s, of 3 bcm, together account for just 8% of total e imports.

Poland should start receiving gas from Norway in October. Nearby regasification terminals could
help it import more liquefied natural gas (Ing). Bulgaria is expected to start importing Azeri gas
via Greece later this year.

Exactly who might be cut off next is not clear. Russia’s deadlines for paying in roubles partly
reflect the details of contracts that are not public. But sources canvassed by The Economist think
they will fall in May.

Still, if Russia were to cut off big importers, it would deprive itself of some of the cash it needs to
fund a costly and protracted war. So who will fold first? Most European buyers have already
ruled out paying directly in roubles.

Many European countries dislike the plan, which would look as though they were giving in to
Russian bullying and risks creating legal headaches.

Even this situation would create uncertainty. One country being cut off could have knock-on
effects on others, for instance if gas transits through it to other places. Nor is it clear who will
take the Russian compromise, or whether Russia might eventually turn the taps off anyway.

If Germany, say, were cut off, gas markets would go haywire. European prices are already six
times higher than they were a year ago. a full shutdown of Russian gas to Europe may well cause
a global recession. Russia’s game of poker is getting scarier—and those losing their shirts could
include bystanders, too.
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Elon Musk is taking Twitter’s “public square” private (1)
The billionaire promises to make online speech freer. That is harder than it sounds

Apr 30th 2022

Elon musk, the world’s richest man, has described Twitter as the “de facto public town square”.
On April 25th he struck a deal to take it private. It amounts to one of the largest buy-outs in



history. If it is a big deal in business terms, it could be bigger still in what it means for the future
of online speech.

Twitter isn’t an obviously attractive business. With 217m daily users it is an order of magnitude
smaller than Facebook, the world’s largest social network, and has slipped well behind the likes
of Instagram, TikTok and Snapchat.

“This is just my strong, intuitive sense that having a public platform that is maximally trusted and
broadly inclusive is extremely important to the future of civilisation.”

His willingness to spend a chunk of his fortune on making Twitter more “inclusive” follows a
period in which it has tightened its content moderation.

Twitter began to label and block what it judged to be misinformation about covid and other
subjects. In the first half of 2021 it removed 5.9m pieces of content, up from 1.9m two years
earlier. In the same period 1.2m accounts were suspended, an increase from 700,000.
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Elon Musk is taking Twitter’s “public square” private (2)
The billionaire promises to make online speech freer. That is harder than it sounds

Apr 30th 2022

Mr Musk has said that in the name of transparency he will publish Twitter’s code, including its
recommendation algorithm. He proposes to authenticate all users, which might help to reduce
anonymous trolling, and vows to “defeat the spam bots”.



Most controversially among users, he has said he will be “very cautious with permanent bans”,
preferring “time-outs”. This suggests a reprieve for blocked politicians such as Mr Trump.

There is lots of scepticism, not least among Twitter users, about Mr Musk’s professed desire to
safeguard the “future of civilisation”. But wide-eyed idealism runs through his businesses. Even
the Boring Company, a tunnelling venture, is on a mission to “solve traffic” and “transform
cities”.

The way Mr Musk runs his other businesses suggests that he may try to answer the content-
moderation problem with automation. Facebook’s bots once removed a post referring to “Indian
Savages”, not realising it was a direct quote from the Declaration of Independence; it now
employs 15,000 human reviewers to set the robots straight.
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Elon Musk is taking Twitter’s “public square” private (3)
The billionaire promises to make online speech freer. That is harder than it sounds

Apr 30th 2022

An impish streak has helped Mr Musk to sell fast cars and spaceships, and to stir up interest in
“meme” stocks and cryptocurrencies, such as GameStop and Dogecoin. It might cause more
problems when he is entrusted with the public square.



Twitter’s employees may be among the doubters. Mr Musk’s libertarian worldview was forged in
the Silicon Valley of the late 1990s, but today’s Valley is a different place. Twitter leans left even
by tech standards.

Ordinary users may not like the results of looser moderation. “By ‘free speech’, I simply mean that
which matches the law,” Mr Musk tweeted the day after the deal was done. That would imply
giving the green light to racist abuse, for instance, which is legal in some countries but not most
users’ idea of fun.

If Twitter were to take a purist line on free speech, the immediate winners might therefore be its
more censorious rivals. “You can imagine a Twitter with Trump back on its platform just being
in the headlines all day, every day, while the other platforms sat back and ate their popcorn.”
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Elon Musk is taking Twitter’s “public square” private (4)
The billionaire promises to make online speech freer. That is harder than it sounds

Apr 30th 2022

Mr Musk has never seemed to mind being in the headlines. Even so, he may find it harder than
he expects to do away with moderation. Twitter relies on the co-operation of other companies
within the tech “stack”, which could be withdrawn.



Governments are also tightening laws on online speech. The easy passing of Twitter into the grip
of one rich man may prompt harder thought about regulation in America.

Much will depend on whether Mr Musk can stick to his own principles. Social networks face a
conflict of interest when the people setting moderation policies are also in charge of growth.

Mr Musk insists that as the platform’s owner he will be even-handed. “I hope that even my worst
critics remain on Twitter, because that is what free speech means,” he tweeted on April 25th.
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Russia’s army is in a woeful state (1)

The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

As logistically taxing as that sounds, it was small fry compared with what Russia was planning in
Siberia in September. The Vostok exercises would be the biggest since the Soviet Union’s
mammoth Zapad drills of 1981, boasted Sergei Shoigu, Russia’s defence minister: they would
involve 300,000 troops, 1,000 aircraft and 80 warships.

“How did they do that?” The answer, he eventually realised, was that they did not do it.

“It’s not a professional army out there,” said Admiral Foggo. “It looks like a bunch of
undisciplined rabble.” Since they invaded Ukraine on February 24th, Russian forces have
succeeded in capturing just one big city, Kherson.

On the eve of war, Russia’s invasion force was considered formidable. American intelligence
agencies reckoned that Kyiv would fall in days. Some European officials thought it might just
hold out for a few weeks. The belief was that Russia would do to Ukraine what America had done
to Iraq in 1991: shock and awe it into submission in a swift, decisive campaign.
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Russia’s army is in a woeful state (2)

The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

This belief was based on the assumption that Russia had undertaken the same sort of root-and-
branch military reform that America underwent in the 18-year period between its defeat in
Vietnam and its victory in the first Gulf war.

Russian military expenditure, when measured properly—that is, in exchange rates adjusted for
purchasing power—almost doubled between 2008 and 2021, rising to over $250bn, about triple
the level of Britain or France.

A retired European general says that watching this new model army fail reminds him of visiting
East Germany and Poland after the end of the cold war, and seeing the enemy up close. “We
realised how shite the 3rd Shock Army was,” he says, referring to a much-vaunted Soviet
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formation based in Magdeburg.

The charitable interpretation is that the Russian army has been hobbled in Ukraine less by its
own deficiencies than by Mr Putin’s delusions. The b, a successor to the e, told him that
Ukraine was riddled with Russian agents and would quickly fold.
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Russia’s army is in a woeful state (3)

The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

Yet, this coup de main having fizzled, the army then chose to plough into the second largest
country in Europe from several directions, splitting 120 or so battalion tactical groups (bes) into
lots of ineffective and isolated forces.

In recent weeks officials and experts have debated the causes of Russian failure. “Russia’s failing
in part because it’s not following its doctrine, or basic principles of war.”

Inexperience is part of the problem. Russia has not fought a war of this magnitude against an
organised army since seizing Manchuria from Japan in 1945.

Things it could do in smaller wars, in Donbas and Syria—such as using electronic sensors on
drones to feed back targets for artillery—have proved harder on a larger scale.

All armies make mistakes. Some make more than others. The distinguishing feature of good
armies is that they learn from their mistakes rapidly. In early April a Western official, when

asked whether Russia was improving tactically, observed that armoured columns were still being
sent unsupported and in single file into Ukrainian-held territory—a suicidal manoeuvre.
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Russia’s army is in a woeful state (4)

The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

Russia’s state, says Mr Cohen, “rests on corruption, lies, lawlessness and coercion”. Each one has

been laid bare by Russia’s army in this war.

Corruption surely helps explain why Russian vehicles were equipped with cheap Chinese tyres,
and thus found themselves stuck in the Ukrainian mud.

Ukraine is also corrupt, and not much less so than Russia: they sit respectively in 122nd and
136th position on the Corruption Perceptions Index published by Transparency International, a

pressure group. What really distinguishes the two is fighting spirit.

To attempt such daunting co-ordination in Ukraine with sullen teenagers, press-ganged into
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service, fed expired rations and equipped with badly maintained vehicles was the height of
optimism.

Russia does not have a comparable cadre. There are “too many colonels and not enough
corporals”. Staff training is rigid and outdated. That may explain why doctrine was thrown out of
the window. Manoeuvres that seemed easy at Vostok and other stage-managed exercises proved
harder to reproduce under fire and far from home.
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Russia’s army is in a woeful state (5)
The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

On April 18th the 64th Motorised Infantry Brigade, accused of massacring civilians in Bucha,
was decorated by Mr Putin for its “mass heroism and courage” and accorded the honour of
becoming a “Guards” unit.

War crimes are not always irrational. They can serve a political purpose, such as terrorising the
population into submission. Nor are they incompatible with military prowess.

The savagery and confusion of Russia’s forces in Ukraine is consistent with their recent conduct
in Syria. Their bombing of Ukrainian hospitals echoes their bombardment of Syrian health
facilities.

In the end they concluded that Russia lacked the training, doctrine and experience to make the
most of its advanced warplanes.

“Russian incompetence in the field”, rooted in “hubris and reluctance to follow time-tested
military basics” and discussed Russia’s “visible and abject lack of preparation” and “severe

7«

logistical incompetence”. “the quality of Russian technology previously thought to be superlative
is increasingly being questioned”—though Ukraine, of course, uses much of the same equipment.
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Russia’s army is in a woeful state (6)

The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

“The reputation of the Russian military has been battered and will take a generation to recover.”
It is too early to draw sweeping lessons, a senior nao official warns, with the war still raging and
both sides adapting.

If one of Russia’s errors was to draw false confidence from its success in seizing Crimea from
Ukraine in 2014 and averting the fall of the Assad regime in Syria in 2015, the argument runs,
there is a similar risk that Russia’s foes might infer too much from the current shambles in
Ukraine.

And if the Russian government was not trying to play down a future conflict as nothing more
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than a “special military operation”, as it has in Ukraine, it could mobilise reserves and conscripts
in far greater numbers.

their dependence on railways would be less of a problem in an attack on the Baltic states. “A fait
accompli operation where they bite off a chunk of Estonian territory is well within their
capabilities,”
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Russia’s army is in a woeful state (7)

The fiasco in Ukraine could be a reflection of a bad strategy or a poor fighting force
Apr 30th 2022

costly and destructive wars that rational governments would prefer to avert through negotiation
can nonetheless still occur owing to miscalculations about the other side’s capabilities. In theory,
a war-averting peace deal would reflect the relative power of the two potential belligerents

“Leaders know things about their military capabilities and willingness to fight that other states do
not know,” wrote Mr Fearon, “and in bargaining situations they can have incentives to
misrepresent such private information in order to gain a better deal.”

A Russian army that prevails in a war of attrition through sheer firepower and mass would still
be a far cry from the nimble, high-tech force advertised over the past decade.

The world’s military planners will be watching not just how far Russia gets in the weeks ahead,
but also what that says about its forces’ resilience, adaptability and leadership. Like a knife
pushed into old wood, the progress of the campaign will reveal how deep the rot runs.
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Elon Musk wants to re-engineer the “public square” (1)
The world’s best-known engineer gives himself another grand problem to solve

Apr 30th 2022

Sweeping statements about the future of humanity do not usually feature in discussions about leveraged buy-
outs. But Elon Musk has never felt bound by convention.

Compared with its rivals—Facebook, Instagram and TikTok—Twitter is a minnow. But the deal matters. One
reason is that Twitter’s size belies its importance.

Most prescribe ever more rules. But Mr Musk wants to go the other way, removing restrictions instead of imposing
new ones.

Mr Musk, a passionate engineer, likes to take poorly performing technologies and improve them. Tesla tore up the
car industry’s rule book by replacing petrol with electricity, ditching dealerships and treating cars as computers.

All that engineering and disruption is animated by Mr Musk’s own, sometimes idiosyncratic conception of the
social good.
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Elon Musk wants to re-engineer the “public square” (2)
The world’s best-known engineer gives himself another grand problem to solve

Apr 30th 2022

Assume that Mr Musk really is ready to spend billions of dollars of his own money to secure the “future of
civilisation.”

Twitter fits the pattern of Tesla and SpaceX, offering Mr Musk another complex engineering system to tinker with,
and a grand reason for doing so. That Mr Musk wants to be its agent is perhaps no surprise, for he cut his
entrepreneurial teeth in the 1990s, when techno-libertarianism and anti-censorship were the internet’s animating
ideas.

The resulting fuss shows how illiberal much online opinion has become. He wants fewer outright bans and more
temporary suspensions. When in doubt, err on the side of leaving tweets up, not taking them down.

More significant, he thinks the cogs and ratchets of Twitter’s recommendation algorithm, which decides which
tweets a user sees, should be public. A version less prone to pushing “engaging” content—which, in practice,



often means tweets that are enraging, controversial or plain daft—could lower the temperature of the entire
platform, making the job of moderation easier and possibly leading to debate that is more thoughtful.
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Elon Musk wants to re-engineer the “public square” (3)
The world’s best-known engineer gives himself another grand problem to solve

Apr 30th 2022

The more time he devotes to Twitter, the less he will have for his other ventures. Shares in Tesla fell by 12%
after news of the Twitter deal.

Mr Musk’s personality poses a big risk. He is clever, driven and ferociously hard-working. He can also be
puerile and vindictive, traits on display in 2018 when he accused a British cave-rescue expert, with no
evidence, of being a “pedo guy”.

Moderation on many platforms has become heavy-handed and arbitrarily enforced. If Mr Musk’s talent for
shaking up industries can help cut the Gordian knot of online speech, everyone will benefit.

If he really wants to convince users that he will be an impartial guardian of his “digital public square”, he
could implement his reforms—and then freeze his own account.
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Are emerging economies on the verge of another “lost decade”? (1)
Rising interest rates, inflation and geopolitics are a toxic mix

Apr 30th 2022

Emerging economies hoping to grow their way into the ranks of the rich have faced a seemingly never-



ending series of setbacks in recent years. Trade tensions, a pandemic, supply-chain snarls, inflation and
war have together dealt them serious blows.

The wr forecasts that economic output across emerging markets will expand by 3.8% this year and 4.4% in
2023. Both figures have been revised down sharply since last year and fall short of the 5% average annual
rate in the decade before covid-19.

Emerging economies have experienced many ups and downs before. Emerging markets face structural

impediments, such as tougher financial-market conditions and changing trade patterns, reminiscent of those
that confronted them in the 1980s and 1990s.
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Are emerging economies on the verge of another “lost decade”? (2)
Rising interest rates, inflation and geopolitics are a toxic mix

Apr 30th 2022

Financial pressures pose the most acute threat. In the early 1980s the Federal Reserve raised interest rates



dramatically as it sought to tame inflation.

Some of those conditions seem familiar today. Both public and private debt in the emerging world rose
steadily as a share of w, during the 2010s, and rocketed during the pandemic. Public-debt ratios across

middle-income economies now stand at record highs, A decade ago only about a third of poor countries

were in, or at high risk of, debt distress.

Russia’s invasion of Ukraine has fuelled surges in food and energy costs. Wheat and oil are both about 50%
more expensive than they were a year ago. Investors expect the Fed to raise its benchmark interest rate by

nearly three percentage points in 2022; that would be the largest rate rise in a single year since the early
1990s.

Markets are already heaping pressure on vulnerable emerging economies. As capital flows to America to
take advantage of higher rates, the dollar is strengthening: it is up by more than 10% over the past year.
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Are emerging economies on the verge of another “lost decade”? (3)
Rising interest rates, inflation and geopolitics are a toxic mix

Apr 30th 2022

More countries will probably follow the lead of Sri Lanka, which on April 12th defaulted on its hard-


https://www.economist.com/asia/sri-lanka-says-it-will-stop-servicing-its-foreign-debt/21808728

currency government debt. Nonetheless, the systemic crises that were a feature of the previous lost decades
may be avoided. Home-country government debt now makes up about 17% of bank assets across

emerging economies, up from 13% in the early 2010s and well above the 7.5% average in rich countries.

Another headwind comes from global trade. Developing economies’ fortunes have long risen and fallen in
line with it. Geopolitical tensions, national campaigns for self-sufficiency and concerns about supply-chain
reliability may weigh on trade, reducing poor economies’ opportunities to borrow technology and know-
how from foreign firms, and sell to the rich world.

The global economy will also suffer from the sputtering of the largest emerging market of them all, and the
world’s primary growth engine: China. Between 1970 and 2000 America and Europe accounted for nearly

half of global w» growth. The sharp and sustained slowdown in rich-world growth that began in the 1970s
thus weighed heavily on the global economy and the prospects for the emerging world.
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Are emerging economies on the verge of another “lost decade”? (4)
Rising interest rates, inflation and geopolitics are a toxic mix

Apr 30th 2022

Some emerging markets stand to benefit from an era of stagnation. Firms wary of dependence on China



could move production to other low-cost places. Rich countries hoping to prevent poorer ones from drawing
closer to Russia and China could lower trade barriers and increase investment abroad, boosting growth
prospects in the process.

Overall, however, the higher debts and forgone investment in human and physical capital of the past few
years will take a heavy toll. Without bold initiatives to lower debt burdens, invest in public goods and
expand trade, such mediocre performance might be just a taste of what is to come.
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Vast sums of money have gone missing from pandemic stimulus programmes (1)
The counts will continue to grow

Apr 30th 2022

It was a criminal’s paradise. In June 2020 a firm in Milan secured a €60,000 ($63,300) government
loan to cope with the pandemic-induced downturn. But the business did not exist.

As countries scale back unparalleled emergency-relief programmes there is growing interest in where



the funds went. In America at least 4.5% of funding under the s Act, the largest pandemic-stimulus
bill, went to cheats. Applying that figure globally suggests that nearly $700bn could have ended up in
the wrong hands.

In Britain fraud and error—losses due to crime and mistaken payments—across five economic-relief
schemes exceed £16bn ($21bn), roughly a tenth of the £166bn spent, according to official reports.
Spending in America was larger—and so was the waste. The Secret Service reckons $100bn has been

stolen from the $2.2trn cares Act.
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Vast sums of money have gone missing from pandemic stimulus programmes (2)

The counts will continue to grow

Apr 30th 2022

Scams and mismanagement are inevitable in programmes of such a scale. But past stimulus efforts
were cleaner. In the decade since the financial crisis, investigators recovered only $57m in fraudulent
funds from the American Recovery and Reinvestment Act of 2009, an $840bn stimulus package.

The covid-19 stimulus waste estimates, by contrast, are alarming—especially as the true extent of
fraud could take years to uncover. But some misspending may have been unavoidable.

Joe Biden has appointed a chief prosecutor to take down criminals who tried to profit from the
pandemic. And some justice is already being served. The French fraudsters were arrested and the
Texan creator of fictional firms pleaded guilty to money-laundering. As for the Mafia in Milan? The
Italian government caught on and froze their assets.
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