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A fter a month of bloodshed, 
relentless bombardment 
and civilian deaths, 
Vladimir Putin’s blitzkrieg 
plan has failed miserably. 

There has been no triumphant Russian 
army parading through Kyiv. The west 
has not been watching helplessly and 
weak. Ukraine has not capitulated.

Caught in his self-made trap, suffering 
heavy casualties both in blood and 
treasure (thanks to western sanctions), 
Putin has switched to plan B: level our 
cities and kill, starve or break our popu-
lations into submission.

There is no doubt that Russia’s inva-
sion of Ukraine, unprovoked and pre-
meditated, will set the tone for geopoli-
tics over the next half-century or more. 
This goes way beyond Ukraine and even 
Europe. The entire world, from Wash-
ington to Beijing, is watching.

As Ukraine’s president during the first 
2014-15 Russian invasion, I know that if 
Putin gets away with what he is doing in 
my country, he will not stop here. And 
other authoritarians, across the globe, 
will be emboldened to do the same else-
where.

The west has surprised everyone with 
its unity so far. But there are more steps 
that must be taken to force Putin to 
accept peace. 

In February 1941, Churchill’s Britain 
was alone fighting Hitler’s Nazi Ger-
many. He famously told the US “give us 
the tools, and we’ll finish the job”. In 
2022, Ukraine finds herself the sole 
country fighting Putin’s madness. We 
therefore ask our western partners the 
very same thing. Adopt a lend-lease act 
similar to the US Lend-Lease Act of 
1941. This should authorise national 
governments to supply Ukraine with 
necessary materials, including food, 
ammunition, tanks, fighter jets and 
anti-tank and anti-aircraft systems. 

With Ukraine’s military fighting hero-
ically both on land and at sea, the out-
come of Russia’s war and thus the future 
of peace, stability and security in 

on the EU buying Russian energy 
resources (oil, gas). Every penny the 
west denies to Putin is a penny that will 
not go into Moscow’s war machine. If 
Russia is not paid for oil and gas, it will 
reduce the number of Iskander missiles 
that are currently hurtling daily 
towards our land.

Putin wants us to despair under his 
bombs, amid the ruins of our country. 
Our fighters need to know that on top of 
our decimated cities, we will build a 
stronger, even more prosperous 
Ukraine than the one he tried to take 
away from us. 

Our western partners must signal 
they are already planning for the day 
after tomorrow — that they will be there 
to help us rebuild our country without 
delay. We suggest a trilateral Biden-
Michel-Johnson plan on Ukraine, 
upheld by the US, the EU and UK but 
also open to other countries, first of all 
the G7 members. 

The first three pillars of such a plan 
could be credits provided to Ukraine by 
international financial institutions and 
bilaterally, the freezing of Russia’s Cen-
tral Bank reserves, and a kind of “ener-

Europe, is largely dependent on our 
country’s effective control over its skies. 

It is understandable that Nato is 
reluctant to offer a “no-fly zone”. But
the organisation can still do a lot to
provide Ukraine with the necessary 
means to keep its sky under control. 
This starts with transferring MiG-29 air-
craft available in Nato countries to 
Ukraine. The supply of air-defence (sur-

face-to-air) systems, such as C300 anti-
aircraft defence, would further help 
Ukraine to deny Russia air superiority 
on its own.

When it comes to economic assist-
ance, every day western sanctions curb 
Russia’s ability to bring us to our knees. 
But there is room to make these sanc-
tions even more potent. This means a 
total trade embargo, including a ban

Our allies must signal they 
are planning for the day 

after tomorrow and will be 
there when we rebuild

It is not easy for companies to achieve 
this, given strains in warehousing and 
supplies. US commerce department 
data suggests companies only have five 
days’ worth of chip inventories right 
now, down from 40 in 2019. But the 
stockpiling aspiration is there, hence 
the fact that inventory increases 
accounted for 4.9 percentage points of 
American growth at the end of last year.

The third shift is that companies are 
now looking at supply chains with lat-
eral, rather than tunnel, vision. A dec-
ade ago, procurement managers typi-
cally developed their strategies based on 
the principles of individual rational self-
interest, profit maximisation and effi-
ciency. But the 2008 financial crisis 
showed that what seems “rational” for 
an individual can be irrational for a 
group; when investors all tried to reduce 
their risks by hedging with AIG, that cre-
ated a single point of failure — and more 
risk. The same lesson is being learnt now 
for supply chains: if every company uses 
the same transport nodes in search of 
“efficiency”, this creates new bottle-
necks. Group dynamics matter.

Meanwhile the Russian invasion has 
made it easier to visualise an assault on 
Taiwan. This seems unlikely in the short 
term, since Putin’s problems in Ukraine 
have given Beijing a salutary lesson 
about the risks of military attacks. Yet 
it remains a medium-term risk and 
China will hone its planning to avoid 
Russia’s mistakes, says David Sacks of 
the Council for Foreign Relations. He 
notes that “despite the world’s reliance 
on Taiwan’s semiconductors, there isn’t 
any realistic plan or option to diversify 
chip sourcing yet”. 

This is prompting a second shift: 
stockpiling. A decade ago, words such as 
“efficiency” and “streamlining” were all 
the rage. Now there is a newfound reali-
sation that resilience requires redun-
dancies, ie slack and bigger inventories. 

F our years ago, Peter Navarro, 
then economic adviser to US 
president Donald Trump, 
summoned me to the White 
House to discuss a report he 

had initiated with the un-catchy title 
“Assessing and Strengthening the Man-
ufacturing and Defense Industrial Base 
and Supply Chain Resiliency of the 
United States”.

My initial (misguided) reaction was 
to joke that it “seemed very retro”. Nav-
arro was, in essence, arguing that gov-
ernment and companies had to realise 
the risks of using non-American supply 
chains — and rapidly co-ordinate to cre-
ate domestic alternatives. But this type 
of government meddling — with its anti-
globalisation stance — seemed almost 
quaint then, given the post-cold war 
ethos of Wall Street capitalism. 

No longer. Last week Larry Fink, head 
of BlackRock, warned that “the Russian 
invasion of Ukraine has put an end to the 
globalisation we have experienced over 
the last three decades”. This week the 
White House invoked Korean war-era 
powers to boost supplies of battery min-
erals such as lithium, nickel and cobalt. 

Meanwhile Intel, the US chip group, is 
touting plans to boost production in 

Germany and Ohio. Whether or not you 
espouse Navarro’s mercantilist creed 
(and I do not), these ideas are now 
resurfacing in the Biden administration, 
with a vengeance. 

So, what does this mean for investors? 
Judging from recent conversations with 
C-suite executives, there are at least 
three practical implications.  

The first is that a radical “what if” 
mindset is reshaping scenario planning 
around supply chains. No, this does not 
mean that companies are reshoring all 
production; as the economic historian 
Adam Tooze argues, Fink’s prediction 
about the end of globalisation still seems 
a bit overblown. But boards are now 
envisaging once-unimaginable tail risks 
and repositioning.

Consider chips. US executives have 
theoretically known for years that mod-
ern industry is highly — dangerously — 
dependent on Taiwan; the Taiwan 
Semiconductor Manufacturing Com-
pany has a 53 per cent share in the global 
semiconductor foundry market and 92 
per cent for advanced chips. Until 
recently, though, few companies 
actively created contingency plans for a 
scenario in which, for example, Tai-
wan’s supply could collapse because of a 
Chinese invasion. 

“But now we are actively thinking 
about this [Taiwan risk],” the chief 
financial officer of one gigantic Ameri-
can company tells me. That is partly 
because pandemic disruptions high-
lighted fragilities when chip shortages 
forced some of the US and European 
auto sector to halt production.  

Supply chain 
crises force a 

what-if mindset

Company boards are 
now envisaging 

once-unimaginable tail 
risks, and repositioning

O n the peanut butter spec-
trum, artificial intelligence 
is rapidly moving from 
smooth to crunchy. 

Many of the technology’s 
most high-profile uses to date have been 
in the fields of games playing, image rec-
ognition and language generation, 
which we can all recognise. AlphaGo, 
developed by Google DeepMind, beats 
the strongest players in the ancient 
game of Go. Generative adversarial net-
works create deepfake videos substitut-
ing Burt Reynolds’ face for that of Sean 
Connery in a James Bond film. Open AI’s 
GPT-3 program can write an unnerv-
ingly authentic poem in the style of 
Emily Dickinson.   

But AI is increasingly used in many 
more specific, invisible and productive 

ways across industry and in the hard sci-
ences. Perhaps more narrowly defined 
in most cases as machine learning, AI 
has become a powerful technological 
tool to optimise search engines, acceler-
ate drug discovery, invent new materi-
als, improve weather prediction and 
deepen our understanding of mathe-
matics, biology, chemistry and physics. 
That diffusion of AI into almost every 
corner of the economy and society is 
going to profoundly affect us all.

A new report from Stanford Univer-
sity highlights the “industrialisation” of 
AI as the once-speculative technology 
has become more affordable, higher 
performing and mainstream. Global 
private investment in AI more than 
doubled to $93.5bn in 2021 compared 
with the previous year, according to 
Stanford’s latest AI index. The number 
of AI patents has increased 30-fold since 
2015. While commodity, food and 
energy prices have been soaring, the 
median price of a robotic arm has fallen 
by 46.2 per cent over the past five years.

One of the most promising uses of AI 
is to accelerate research in other fields, 
fuelling innovation. Google DeepMind, 

Finnish AI start-up, is using ML to 
“tune” qubits, or quantum bits, making 
early-stage quantum computers more 
stable. The use of ML systems in 
research labs in future is going to 
become as ubiquitous as computers 
today, predicts Andrew Briggs, emeritus 
professor of nanomaterials at Oxford 
university and co-founder of Quan-
trolOx. “I cannot think of an area of the 
hard sciences where ML cannot be 
applied,” he says.

However, one of the unnerving 
aspects of this AI transformation is the 
growing imbalance of knowledge and 
power between the private and public 
sectors. In some areas, private sector 
research is being fed back into the scien-
tific community, as is the case with 
AlphaFold. But increasingly, it is private 
companies, rather than universities, 
that are becoming the centres of lead-
ing-edge AI research and are reaping 
almost all of the gains.

In recent years, technology compa-
nies have been snapping up university 
AI experts, if not whole departments. 
The Stanford study found that in North 
America the private sector hired 60 per 

which used neural networks to develop 
AlphaGo, has applied similar ML tech-
niques to mathematical modelling, pro-
tein folding, material science and nuclear 
physics. Its latest application has been 
helping to control superheated plasma 
inside fusion reactors, which may one 
day offer a source of cheap, green energy. 

“ML is definitely a great accelerant of 
research and enables us to do things that 
we could not do before,” says Pushmeet 

Kohli, DeepMind’s head of research. As 
an example, DeepMind cites its Alpha-
Fold database of protein structures that 
has been accessed by more than 
350,000 users in over 190 countries. 

Other researchers are applying AI to 
quantum computing, which may one 
day trigger a further leap in technologi-
cal capability. QuantrolOx, an Anglo-
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transformation is the 
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gy-for-rebuild” programme of assist-
ance (sales of Russian gas and oil would 
end up in a special fund to rebuild 
Ukraine’s infrastructure).

Finally, we know that the road to join 
the EU will be long and difficult. But the 
fact that our application is literally 
sealed with Ukrainian blood should be 
the strongest possible sign that we 
indeed belong as a part of a United 
Europe. We know the negotiations will 
take time. We know there are no short-
cuts on the path to becoming an actual 
member. But with political will, nothing 
should impede us being accepted as a 
candidate country by the end of 2022. 

Putin’s war against Ukraine brings us 
into a post post-cold war reality. We 
know what we are fighting for. We know 
we can prevail. We know that you’re 
behind us. But we need your continuing 
help. With it, we can restore the post-
cold war international order. Without 
it, we’re looking at a return to 1914 — but 
with 21st-century weapons. It is a future 
nobody wants.

The writer was president of Ukraine 
2014-19
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How the west can help Ukraine next

That has already prompted govern-
ment interventions in the realm of 
chips: the White House has created an 
“Early Alert System” to “[bring] indus-
try together and encourage increased 
transparency throughout the supply 
chain”. In truth, this does not work par-
ticularly well (yet). But the messaging is 
clear: supply chain data is no longer just 
a matter driven by proprietary inter-
ests. And the initiative is likely to spread 
beyond chips or metals; Navarro’s 2018 
report detailed numerous high and low 
tech items that face supply chain fragili-
ties, ranging from carbon fibres to chaff. 

There are, inevitably, big downsides 
to these three shifts: even a modest 
return to a world of corporate reshor-
ing, redundancies and government 
meddling will be inflationary, as Fink 
notes. That is also very retro. But the 
main point now is that events in Ukraine 
have shown that it is even more costly to 
ignore “what if” scenarios. The C-suite 
executives of America will not forget 
this again soon; nor should investors. 

gillian.tett@ft.com

The industrialisation of AI offers great promise and some peril

cent of newly minted PhD students in AI 
last year while 24 per cent remained in 
academia. A decade ago, that split was 
roughly equal. “A much higher propor-
tion of AI research at the frontiers is 
being dominated by industry,” says Jack 
Clark, co-author of the Stanford report. 
Naturally enough, he suggests, those 
companies prioritise narrow financial 
return over broader societal benefit. 

The promise is that the industrialisa-
tion of AI will stimulate a new burst of 
innovation and productivity growth. 
The concern is that it will lead to lop-
sided development in which universi-
ties, civil society and governments lack 
the necessary knowledge to keep up 
with the latest breakthroughs. That is all 
the more reason why we need to retain 
expertise within academia and the pub-
lic sector and develop common infra-
structure, such as national research 
clouds, that will broaden access to AI. 
Unscrutinised and unchecked corpo-
rate power, whether in energy, finance 
or technology, is never a good idea.

The writer is founder of Sifted, an
FT-backed site for European start-ups

W ith former chancellor 
Nigel Lawson staring 
down at him from the 
picture on the wall of
his Downing Street 

study, Rishi Sunak is keen to portray 
himself as a chancellor helping encour-
age enterprise and innovation. In his 
Spring Statement last week, he claimed 
to be delivering “the biggest net cut
to personal taxes in over a quarter of a 
century”.

If he was still with us, a true darling
of the political right would disagree.
Milton Friedman, Nobel Prize-winning 
economist and the founder of the
monetarist school of thought, had no 
time for claims such as these from
politicians at a time of rapidly rising 
prices. In his 1980 TV series, Free to 
Choose, he described the politics Sunak 
is playing with inflation and taxes pre-
cisely and unfavourably. 

“Before every election, our represent-
atives would like to make us think we 
are getting a tax break and they’re able 
to do it while at the same time actually 
raising our taxes because of a piece of 
magic they have in their kit bag. That 
magic is inflation,” he said. 

Even Friedman was late to the game 
in seeing inflation as a bad tax. Writing 
in 1919 on The economic consequences
of the peace, John Maynard Keynes,
the darling of the political left, also 
noticed the benefits of inflation to some 
politicians. “By a continuing process
of inflation, governments can confis-
cate, secretly and unobserved, an 

important part of the wealth of their
citizens. By this method they not only 
confiscate, but they confiscate arbitrar-
ily,” he wrote.

No one should think that Sunak delib-
erately stoked the inflation woes around 
the world to impoverish us, but his deci-
sions have revived the concept of an 
“inflation tax” in the UK after more 
than 30 years when no one has had to 
worry about it. 

Sometimes an inflation tax can foster 
good tax policy. In the 1983 Budget, the 
ceiling for mortgage interest tax relief 
was set at £30,000, roughly the cost of 
an average UK home. This mortgage 
subsidy fuelled house price growth, but 
sensibly no chancellor after Geoffrey 
Howe raised the relief’s value, allowing 
Gordon Brown to abolish it in 2000. 

More often, the effects of inflation as 
a tax are arbitrary. Just a year ago in 
his March 2021 Budget, the chancellor 
made a point about the fact he was
“not hiding” the four-year freeze in 
thresholds and allowances in income 
tax. At the time, the chancellor wanted 
this cut in the real value of allowances 
and thresholds to raise £8.2bn a year
by 2026-27. 

Sunak was silent last week on the 
Office for Budget Responsibility’s new 
estimate that the same policy will now 
raise £18.8bn annually because higher 
inflation reduces the real value of the 
allowances by a greater amount. The 
£10.6bn additional inflation tax in 
2026-27 on this measure alone is pre-
cisely the same value as the combined 
cost of 1p off the basic rate of income tax 
and the rise in national insurance 
threshold, according to the OBR.

For richer voters in the Tory shires, 
just as Friedman warned 42 years ago, 
Sunak’s false claims of tax cutting will 
not ring true and will further under-
mine trust in politics.

Poorer households face a different 
kind of inflation tax. Benefits and pen-
sions will be uprated in April by the
3.1 per cent inflation rate of last Septem-
ber. After a year of misery, they will
be compensated next April and you
can bet ministers will then trumpet a 
high increase as a generous settlement 
rather than belated compensation for 
inflation. 

Friedman and Keynes were right. 
Inflation is a bad tax. It is arbitrary, does 
not require Parliamentary approval, 
has odd distributional consequences 
and encourages politicians to play 
games. Let’s hope this period of history 
does not last too long. 

chris.giles@ft.com
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