Absorbing energy transition
shock

By Owen Gaffney/ Stockholm

The challenge for politicians is to devise fair policies that
protect people from the inevitable shocks

Russia’s war on Ukraine has sent shockwaves around the world.
0il prices have skyrocketed and food prices have soared,
causing political instability. The last time food prices were
this volatile, riots erupted across the Arab world and from
Burkina Faso to Bangladesh. This time, the energy and food
shock 1s happening against the backdrop of the Covid-19
pandemic. When will the shocks end?

They won’t. So, we can choose either resignation and despair,
or a policy agenda to build social and political resilience
against future shocks. Those are our options, and we had
better start taking them seriously, because the shocks are
likely to get worse. On top of geopolitical crises, the
climate emergency will bring even greater disruptions,
including ferocious floods, mega-droughts, and possibly even a
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simultaneous crop failure in key grain-producing regions
worldwide. It is worth noting that India, the world’s second-
largest wheat producer, recently banned exports as part of its
response to a devastating heatwave this spring.

But here’s the thing: reducing vulnerability to shocks, for
example, by embarking on energy and food revolutions, will
also be disruptive. The energy system is the foundation of
industrialised economies, and it needs to be overhauled to
phase out fossil fuels within a few decades. Huge industries
like coal and oil will have to contract, and then disappear.
And agriculture, transportation, and other sectors will need
to change radically to become more sustainable and resilient.
The challenge for politicians, then, is clear: to devise fair
policies that protect people from the inevitable shocks.

One idea with significant potential is a Citizen’s Fund, which
would follow a straightforward fee-and-dividend equation.
Companies that emit greenhouse-gas emissions or extract
natural resources would pay fees into the fund, which would
then distribute equal payments to all citizens, creating an
economic cushion during a period of transformation and beyond.
This is not just an idea. In 1976, the Republican governor of
Alaska, Jay Hammond, established the Alaska Permanent Fund,
which charges companies a fee to extract oil and then
disburses the proceeds equally to all the state’s citizens. In
2021, each eligible Alaskan received $1,114 — not as a
“welfare payment” but as a dividend from a state commons (in
this case, a finite supply of o0il). The largest dividend ever
paid was during Republican Sarah Palin’s governorship in 2008,
when every Alaskan enjoyed a windfall of $3,269.

In 2017, James Baker and George Shultz, two former Republican
secretaries of state, proposed a similar plan for the whole
United States, estimating that fees on carbon emissions would
yield a dividend of $2,000 per year to every US household.
With backing from 3,500 economists, their scheme has broad
appeal not just among companies and environmental-advocacy
groups but also (and more incredibly) across the political
aisle.



The economics is simple. A fee on carbon drives down emissions
by driving up the price of polluting. And though companies
would pass on these costs to consumers, the wealthiest would
be the hardest hit, because they are by far the biggest,
fastest-growing source of emissions. The poorest, meanwhile,
would gain the most from the dividend, because $2,000 means a
lot more to a low-income household than it does to a high-
income household. In the end, most people would come out
ahead.

But given that food- and energy-price shocks tend to hit low-
income cohorts the hardest, why make the dividend universal?
The reason is that a policy of this scale needs both broad-
based and lasting support, and people are far more likely to
support a programme or policy if there is at least something
in it for them.

Moreover, a (Citizen’'s Fund is not just a way to drive down
emissions and provide an economic safety net for the clean-
energy transition. It would also foster innovation and
creativity, by providing a floor of support for the
entrepreneurs and risk-takers we will need to transform our
energy and food systems.

A Citizen’s Fund could also be expanded to include other
global commons, including mining and other extractive
industries, plastics, the ocean’s resources, and even
knowledge, data, and networks. All involve shared commons —
owned by all — that are exploited by businesses that should be
required to pay for the negative externalities they create.

Of course, a universal basic dividend 1s not a panacea. It
must be part of larger plan to build societies that are more
resilient to shocks, including through greater efforts to
redistribute wealth by means of progressive taxation and
empowerment of workers. To that end, Earth4All, an initiative
I co-lead, is developing a suite of novel proposals that we
see as the most promising pathways to build cohesive societies
that are better able to make long-term decisions for the
benefit of the majority.

Our most important finding is perhaps the most obvious, but it



is also easy to overlook. Whether we do the bare minimum to
address the grand challenges or everything we can to build
resilient societies, disruption and shocks are part of our
future. Embracing disruption is thus the only option and a
Citizen’s Fund becomes an obvious shock absorber. — Project
Syndicate

e Owen Gaffney is an analyst at the Stockholm Resilience
Centre and the Potsdam Institute for Climate Impact Research.

Germany: “A Whole Prosperity
Built On Low-Cost Energy Is
Going Up In Smoke”

Lhe tocsin is sounding at full speed in the German cities and
countryside at the start of summer. A whole prosperity built
on low-cost energy 1is going up in smoke. For the first time
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since 1991, the country’s trade balance, a national pride,
plunged into the red in May, and the government is expected to
submit a law to parliament this week authorizing it to come to
the aid of the country’s energy companies. At the forefront of
which is the company Uniper, one of the main importers of gas
across the Rhine. The state could advance him nearly 9 billion
euros and enter his capital, as he did with Lufthansa at the
height of the health crisis.

Read also: Article reserved for our subscribersGermany ill-
prepared for life without Russian gas and oil

Make no mistake, as the Minister of the Economy,
environmentalist Robert Habeck, said this Sunday: “We are not
facing erratic decisions but facing a completely rational and
very clear economic war. » Faced with rising prices and
falling deliveries, he openly talks about rationing energy.
Unheard of since World War IIT.

With its trade deficit of nearly 85 billion euros (excluding
services), France is obviously in no position to give any
advice, and even less to be happy about the situation, Germany
being its first partner. Over the last twelve months, Berlin
still records a surplus of more than 170 billion, but the
trend is not good. In May, sales abroad fell by 0.5% while
imports increased by 2.7%. The main culprit is of course
inflation, with import prices up 30% in May year on year,
while export prices rose only 16%.

Achilles’ heel

Vibrant heart of happy globalization with its extremely
sophisticated logistics chains, Germany appears to be the
first victim of the current new situation. His model was based
on cheap Russian gas, tight industrial organization and
unlimited Chinese outlets. These three well-oiled machines
suddenly seize up with the war in Ukraine, the logistical
chaos and the confinements in China.



First short-term observation: European sanctions have not only
not brought Russia to its knees, but have had the opposite
effect. By announcing restrictions that will only come later,
the West has caused an immediate surge in gas prices which
fully benefits Russia. Its currency has stabilized and its
budget has even gone into surplus. It might have been
necessary, as the economist Philippe Martin suggests, to
immediately impose customs duties or a ceiling price. Not
easy. Second observation, that of the extreme dependence of
our economies, and especially of Germany, on imported gas.
Unlike the United States, energy sovereignty is Europe’s
Achilles’ heel, and its reconquest will be long and painful.

Allemagne : « Toute une
prospérité construite sur une
énergie a bas colt est en
train de partir en fumée »
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L’Allemagne a dévoilé son premier déficit commercial depuis
trente ans et envisage d’aider les entreprises du secteur
énergétique, comme Uniper, qui subissent de plein fouet la
guerre en Ukraine. Une mobilisation qui repose la question de
la souveraineté énergétique de 1'Europe souligne Philippe
Escande, éditorialiste économique au « Monde ».

Le tocsin sonne a toute volée dans les villes et les campagnes
allemandes en ce début d’été. Toute une prospérité construite
sur une énergie a bas colt est en train de partir en fumée.
Pour la premiere fois depuis 1991, la balance commerciale du
pays, fierté nationale, a plongé dans le rouge en mai, et le
gouvernement devrait soumettre cette semaine au Parlement une
loi 1'autorisant a venir au secours des entreprises
énergétiques du pays. Au premier rang desquelles figure la
société Uniper, l’'un des principaux importateurs de gaz outre-
Rhin. L’Etat pourrait lui avancer pres de 9 milliards d'euros
et entrer a son capital, comme il 1’a fait avec Lufthansa au
plus fort de la crise sanitaire.

Ne nous trompons pas, comme 1l'a affirmé ce dimanche, le
ministre de 1’économie, 1’'écologiste Robert Habeck : « Nous ne
sommes pas face a des décisions erratiques mais face a une



guerre économique complétement rationnelle et tres
claire. » Face a la hausse des prix et a la baisse des
livraisons, il parle ouvertement de rationner 1'énergie. Du
jamais-vu depuis la seconde guerre mondiale.

Avec son déficit commercial de pres de 85 milliards d’euros
(hors services), la France est évidemment mal placée pour
donner le moindre conseil, et encore moins pour se réjouir de
la situation, 1’Allemagne étant son premier partenaire. Sur
les douze derniers mois, Berlin enregistre encore un excédent
de plus de 170 milliards, mais la tendance n’est pas bonne. En
mai, les ventes a l’étranger ont baissé de 0,5 % quand les
importations ont augmenté de 2,7 %. Le premier coupable est
bien sir 1’inflation, avec des prix des importations en hausse
de 30 % en mai sur un an, alors que le prix des exportations
n'a progressé que de 16 %.

Talon d’Achille

Ceur vibrant de la mondialisation heureuse avec ses chaines
logistiques sophistiquées a 1’extréme, 1’Allemagne apparait
comme la premiere victime de 1la nouvelle donne actuelle. Son
modele reposait sur un gaz russe a bon marché, une
organisation industrielle au cordeau et des débouchés chinois
sans limite. Ces trois machines bien huilées se grippent d’un
coup avec la guerre en Ukraine, le chaos logistique et les
confinements en Chine.

Premier constat de court terme : les sanctions européennes
n‘ont non seulement pas mis a genoux la Russie, mais ont
abouti a l'effet inverse.
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Lebanon vs. Israel: Karish Field Exploratory Drilling vs. Contested Waters
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Sun-starved Sweden turns to
solar to fill power void

Bloomberg
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Sweden, known for its long dark winters with barely any
daylight, is seeing a solar power boom.

Harnessing whatever sunshine the country gets is emerging as
the quickest solution to fill part of the void left by two
closed nuclear reactors in southern Sweden, where the biggest
cities and industries are located. With shortages piling up in
the region and consumers keen to secure green energy at stable
prices, solar is quickly catching up with wind as developers
put panels on rooftops and underutilised land in populated
areas.

While the lack of sunlight is a hindrance, every bit of new
electricity capacity will lower imports from Europe where
prices are more than three times higher than in the rest of
Sweden. Projects are also getting built quickly because
developers are directly getting into power sales deals with
consumers and aren’t dependent on government support, said
Harald Overholm, CEO of Alight AB, which started Sweden’s
biggest solar plant this month.

Companies are targeting a quick ramp-up, pushing total
capacity in the country to 2 gigawatt this year. That’'s more
than the two nuclear reactors in Ringhals that were halted in
2020, and will close the gap with Denmark, an early mover in
the industry in the region.

“We are very good at creating contracts directly with
commercial partners that use power, and that is what drives
our development,” said Harald Overholm, CEO of Alight.

The past winter has demonstrated the hole left behind by the
two atomic reactors, with the government facing the task of
resolving a divergent market. While vast hydro and wind
projects have kept the cost of electricity in the sparsely
populated north in check, a lack of generating capacity and
congested grids have forced the south at times to import
power.



Urgent efforts needed to
ensure global food security

Food price increases are having devastating effects on the
poorest and most vulnerable around the world.

People most impacted by higher food prices live 1in the
developing world, where a larger percentage of incomes 1is
spent on food.

Global food prices started to rise in mid-2020 when businesses
shut down due to the Covid-19 pandemic, straining supply
chains.

The pandemic has had effects on global supply chains. In the
early phase, lockdowns and mobility restrictions led to severe
disruptions 1in various supply chains, causing supply
shortages.

Farmers dumped out milk and let fruits and vegetables rot due
to a lack of available truckers to transport goods to
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supermarkets, where prices spiked as consumers stockpiled
food. A shortage of migrant labour was felt as lockdowns
restricted movement across the world.

Since then, there have been problems with key crops in many
parts of the world. Brazil, the world’s top soybean exporter,
suffered from severe drought in 2021.

China’s wheat crop has been among the worst ever this year.
Concerns about food security, heightened during the pandemic,
have led some countries to hoard staples to ward off future
shortages, limiting supplies on the global market.

Food prices have also jumped. Russia’s invasion of Ukraine in
late February dramatically worsened the outlook for food
prices.

According to the International Monetary Fund, the Russian
invasion of Ukraine has led to rising energy and food prices,
which will inevitably mean higher inflation globally. Both
Russia and Ukraine are exporters of major commodities, and the
disruptions from the war and sanctions have caused global
prices to soar, especially for oil and natural gas.

Wheat prices are at record highs — Ukraine and Russia account
for 30% of global wheat exports. These effects will lead
inflation to persist longer than previously expected. The
impact will likely be bigger for low-income countries and
emerging markets, where food and energy are a larger share of
consumption (as high as 50% in Africa).

The World Bank forecasts wheat prices could rise more than 40%
in 2022. The Bank expects agricultural prices to fall in 2023
versus 2022. But that depends on increased crop supplies from
Argentina, Brazil and the United States — by no means
guaranteed.

The World Bank is working with countries on the preparation of
$12bn of new projects for the next 15 months to respond to the
food security crisis. These projects are expected to support
agriculture, social protection to cushion the effects of
higher food prices, and water and irrigation projects, with
the majority of resources going to Africa and the Middle East,
Eastern Europe and Central Asia, and South Asia.



In addition, the World Bank’s existing portfolio includes
undisbursed balances of $18.7bn in projects with direct links
to food and nutrition security issues, covering agriculture
and natural resources, nutrition, social protection, and other
sectors.

Altogether, this would amount to over $30bn available for
implementation to address food insecurity over the next 15
months.

It is time countries made concerted efforts to increase the
supply of energy and fertiliser, help farmers increase
plantings and crop yields, remove policies that block exports
and imports and ensure global food security.



