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T
he current stock market rally is making
a lot of people scratch their heads. Its
exuberance contrasts sharply with the

woeful state of the economy. Howard Silver-
blatt, senior index analyst at Standard and
Poor’s Dow Jones Indices, said: “This market
is nuts.” The S&P 500 has risen by more than
50% from its March lows. The Nasdaq, which
is dominated by technology stocks, is up
68%. Apple just crossed a market value of $2
tri llion. A hedge fund called Universa
secured a return of 4,331% in one quarter.
This was presumably thanks to some clever
bets on the steep market fall in March.The
same giddy story is repeated in stock markets
of London, Frankfurt, Tokyo and Mumbai.
The BSE Sensex is up almost 50% in five and
a half months. The governor of the Reserve
Bank of India (RBI) has cautioned that the
market is due for a correction, a rare com-
ment by a governor. It was not meant to be a
stock market tip, but an assurance to the
financial system that RBI would stand by
with liquidity support if the bubble burst.

“universalism” appealed to US state 
department career officials and the new 
president—who was initially torn 
between continuing with his predeces-
sor’s policies and striking out on his 
own—rather than Roosevelt’s personal 
“spheres of influence” world view. Of 
course, many Americans were dis-
gusted by Russia’s Bolsheviks and their 
purge in which millions were killed or 
died on account of a policy-induced 
famine. They could not therefore get 
themselves to believe that they could do 
business with Stalin, or that they should 
accommodate him. On top of that, fear-
ing his own loss of influence and stature 
after a devastating electoral defeat and 
the potential eclipse of British power 
and dominance over world affairs, 
Churchill gave his famous “Iron cur-
tain” speech that sought to draw the US 
closer to Britain rather than risk Lon-
don being eclipsed by Washington and 
Moscow. The proximate consideration 
was a large loan that Britain wanted 
America to grant. The speech helped 
secure the loan. Stalin told the US 
ambassador that such a speech would 
not have been permitted to be made on 
Russian soil had it been directed at the 
US. These were the beginnings of the 
Cold War between the West and the 
Soviet Russia-led communist bloc. 

It is difficult not to miss a certain wist-
fulness in Yergin’s narrative on what 
might have been, if only America had 
not made an enemy of the Soviet Union 
and not over-estimated its designs. In 
his words: “There is a general tendency 
in international relations to exaggerate 
the policy coherence of an adversary.” 
Why is all this important now? History 
rhymes, if not repeats. Now that US 
President Donald Trump’s four-year 
term, which has sharply defined US atti-
tudes towards China, is about to end, 
might America be repeating its mistake 
of the 1940s by making an enemy out of 
China? Well, it’s always possible to draw 
the wrong lessons from history.

Many US diplomats had commented
on Stalin’s sense of humour. He had 

one. To the best of my recollection, no 
one has laid such a charge at the door of 
China’s President Xi Jinping. Second, a 
comment made by Stalin about China’s 
communists bears repetition. He is 
reported to have told Milovan Djilas, 
“When the war with Japan ended, we 
invited the Chinese comrades to agree 
on a means of reaching a modus vivendi 
with Chiang Kai-shek. They agreed 
with us in word, but in deed they did it 
their own way when they got home.” 
Well, one has to acknowledge the con-
sistency of China’s communists over 
time and across issues. Whether it was 
about keeping promises to Stalin or to 
the World Trade Organisation, a prom-
ise in word has not been backed in deed. 
In contrast, in more than one place in 
the book, American diplomats con-
ceded that the Soviet Union delivered 
more than what it promised. 

Third, post-War Soviet Union was in
no position to embark on aggressive 
expansionism. Its economy was in tat-
ters and Stalin had conceded America’s 
dominant position in the world as the 
chief victor of World War II. But, China 
seems to be under the impression that 
America, if not the entire West, is now 
history; if debt did not flatten the US, 
coronavirus would. The International 
Centre for Technology Assessment that 
is due to submit a report to the US Con-
gress in September thinks that non-
natural origins of the virus are highly 
plausible. So, unlike the war-ravaged 
Soviet Union, China, riding on an eco-
nomic expansion that lasted nearly 
three decades, may reckon that it is well 
placed and equipped to displace Amer-
ica. Stalin’s foreign policy was slow and 
cautious, whereas China’s under Xi is 
being conducted through wolf warriors. 

In other words, just as it’s likely that
Roosevelt was right about the Soviet 
Union then, Trump has been right 
about China. Even better, Trump had 
made it almost a national consensus, a 
feat that evidently eluded the “go-it-
alone” Roosevelt.

These are the author’s personal views

I
 started reading Daniel Yergin’s 
Shattered Peace during the lockdown.
The book is about how and why the 

Cold War started. It is fascinating just to 
go back and read about how World War 
II was brought to an end. Then US Presi-
dent Harry Truman made a decision to 
drop the bomb, which was calculated to 
save at least 500,000 American lives.  
He was in office because Franklin Roos-
evelt had passed away within three 
months of being re-elected as president 
and after having agreed to a post-war 
global arrangement of “great powers” 
with Britain’s Churchill and Russia’s 
Stalin at Yalta.

Roosevelt had so personalized his 
conversations with the other two major 
powers that Truman was out of depth 
upon becoming president. The vice-
president had been in the dark about 
Roosevelt’s thinking. Harry Hopkins, a 
foreign policy advisor who was in the 
know, too died in January 1946. In the 
absence of the architects who had tried 
to fashion a new super-power working 
arrangement, American foreign policy 
fell back on comfortable inter-war core 
beliefs and views. It is also possible that, 
implicitly or otherwise, Americans felt 
no need for its war-time allies, with Ger-
many having been defeated and nuclear 
weapons at hand. 

Whether it was a convenient cover 
for dominance or a moral imperative, or 
a combination of the two, Wilsonian 

Does America risk repeating a 
historic post-war error it made? 
An overestimated Soviet threat may have set off the Cold War but China’s quest for hegemony is real 

V. ANANTHA NAGESWARAN
is a member of the Economic Advisory 

Council to the Prime Minister.

T
rade across borders is in bad shape
across the world. Multilateral rules
have been flouted, protectionist
impulses have grown in line with
nationalist politics, and the global-
ist dream of a world market free of

artificial barriers has begun to resemble a pie 
in the sky. Not only is trade increasingly seen 
as a zero-sum game, with gains made only at 
the cost of others, its channels of operation are 
subject to the vagaries of group dynamics, as 
evident in the rising role of trade blocs and 
friendly relations among countries. Recent 
decades saw a jumble of free trade agreements 
(FTAs), but international ties have been fray-
ing lately, and so what began as sub-deals to 
ease commerce while a consensus evaded the 
rest of the world could seem like dead weights 
to governments keen on revising their list of 
partners or reducing imports. The complexi-
ties that India faces in this context are peculiar. 
While we have opted out of Asia’s largest 
grouping, given our apprehensions of its dom-
ination by China, we still have a set of FTAs 
with Asian groups and nations that trade heav-
ily with it. The special low tariffs under these 
deals could be exploited by Chinese exporters 
to route products indirectly into India. To plug 
this loophole, the Centre last week came out 
with “rules of origin” norms for the country to 
grant preferential market access. What these 
will achieve, though, is not very clear.

Slated to come into effect on 21 September, 
the aim of the norms is to curb imports of sub-
standard products and prevent goods from 
being dumped here by any country trying to 
disguise them as being made in one with which 
India has an FTA. According to the govern-
ment’s notification, a minimum proportion of 
an imported product’s value must originate in 

a country for it to be marked as made there. 
The new rules demand strict disclosures on 
value addition by our trade partners after an 
elaborate process of pre-export verification. 
Further, as the document states: “The compo-
nents of value and formula for calculating such 
value addition may vary from agreement to 
agreement.” This is a sign of the complications 
that the new regime will pose. No matter how 
clearly we spell out the acceptable break-ups 
of how much value was added where, such fine 
calculations are difficult to make. Supply 
chains tend to criss-cross borders, especially 
those of the Association of Southeast Asian 
Nations (Asean), a bloc with which New Delhi 
has an FTA. We have similar deals with other 
globally-integrated manufacturing hubs like 
Japan and South Korea. The compliance bur-
den that we now intend to place on our part-
ners could deter them from enhancing trade 
with us. Also, India’s own need to verify foreign
certifications could delay consignments at 
ports. The net effect, as some importers of 
components fear, could be higher costs borne 
by Indian producers. 

Given the Prime Minister’s self-reliance mis-
sion, perhaps New Delhi would not mind an 
overall drop in imports. Inward shipments have 
been trending down, anyway. In June, India 
even reported a trade surplus, though this was 
aberrative: our exports had exceeded imports 
largely because the covid crisis kept domestic 
demand down.  How robust our post-pandemic 
export performance will be is anybody’s guess.  
Global trade today occupies a much smaller 
part of our economic pie than it did eight years 
ago. After a peak back then, India’s trade inten-
sity has slid. It now seems headed lower still. 
And without reversing it, we may not be able to 
expand our economy at the pace we want.

Frictionless trade can
deliver faster growth

The compliance burden of New Delhi’s ‘rules of origin’ could deter our trade partners from 

enhancing their relations with us. And our economy needs greater trade intensity, not less
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The mandarin in the
human resource

development ministry
who scotched, albeit
temporarily, a Hyderabad
university’s plan to
confer a honorary
doctorate on
Viswanathan Anand may
have done a great service
to everyone. Seriously,
what were they thinking?
Anand is one of the
world’s best and
best-known chess
players, not an actor,
a singer, a cr icketer ,
a businessman, even
a poli tician who dropped
out of school. That, in
this newspaper’s opinion,
instantly disqualifies him
from being eligible for a
honorary doctorate.
Indeed, forcing the man,
a role m odel for mil l ions
of intellectually minded
young people, to accept
the doctorate would have
embarrassed some of the
other people who have
been awarded honorary
doctorates for looking
good, hamming it up on
screen, running around
trees, or dispensing
favours. Bad move.
And thank Fisher it
got checkmated.

QUI CK EDI T

Badmove
checkmated
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RULES VIOLATED

Vedanta’s Orissa
project nixed

BY PAD M APARNA GHOSH

padmaparna.g@livemint.com
·························
NEW DELHI

A
fter five long years of
court hearings, violent
public protests, Centre-

state wrangling and media cov-
erage, the government denied
permission for bauxite mining
at Niyamgiri in Orissa, settling
the dispute in favour of the
tribe that’s indigenous to the
area.

Environment minister Jairam
Ramesh’s announcement on
Tuesday will mean that an inte-
gral part of the Orissa Mining
Corp. Ltd-Sterlite Industries
India Ltd project will have to be
scrapped. Sterlite is a wholly
owned subsidiary of Vedanta
Resources Plc, a London-listed
company, which also owns Ve-
danta Alumina Ltd, operator of
the Lanjigarh alumina refinery,
which was to have been fed by
bauxite from Niyamgiri.

The Orissa government can
move the high court or the yet-
to-be-established green tribu-
nal.

In 2005, a memorandum of
understanding was signed be-
tween Orissa and Vedanta to
set up the complex, including

the alumina refinery and a cap-
tive power plant. It also includ-
ed the supply of 150 million
tonnes (mt) of bauxite for Ve-
danta’s alumina refinery at
Lanjigarh, for which the state
had identified the Niyamgiri
mine as the initial source of the
material’s supply to the extent
of 78 mt.

“There have been serious vi-
olations of the Forest Rights
Act (FRA), the Environment
Protection Act (EPA) and the
Forest Conservation Act
(FCA),” Ramesh said. “We
have also issued show-cause
notices to the company. This is
not an emotional decision.
There is no prejudice and no
politics. This is not because Ni-
yamgiri is sacred (the hill with

the bauxite deposits is held sa-
cred by the primitive tribal
group known as the Dongria
Kondh). This is purely a legal
approach.”

According to the firm’s state-
ment released after the deci-
sion: “As at 31 March, Vedanta
had invested $5.4 billion
(` 25,272 crore today) in its alu-
minium projects in Orissa.
Around 10,000 people are em-
ployed at the Lanjigarh alumina
refinery plant. Vedanta is cur-
rently operating its alumina re-
finery with outsourced bauxite.”

TURN TOBACK PAGE ®

Environment minister
JairamRamesh says
there have been serious
violations of key
environmental laws

DEBT WOES?

Top-level exitsraise
concernsat Koutons
BY D IVYA GUHA

divya.g@livemint.com
·························
NEW DELHI

M isgivings have arisen
about the state of affairs

in Koutons Retail India Ltd af-
ter the company saw the exit of
three directors and two senior
executives, including the chief
financial officer (CFO), in the
last six weeks.

The timing of some of these
exits just ahead of the finaliz-
ing of the quarterly accounts
has raised concerns about the
firm’s financial health.

Rajiv Grover, an indepen-

dent director, and Anik K. Kh-
atod, who represented the $2
billion (` 9,360 crore) fund Ar-
gonaut Private Equity, left on 3
August. Ajay Mittal, appointee
of Bangalore-based venture
capital firm UTI Ventures, re-
signed on 21 August.

Their departures were pre-
ceded by the exit of CFO Ajay
Mahajan in an exodus trig-
gered by the resignation of the

TURN TO PAGE 2®

Govt plans
common
healthcare
standards
B Y A NIRUD H L ASK AR &

RAD HIEK A PAND EYA

·························
MUMBAI/ NEW DELHI

I n a move that could bring
relief to millions of patients

and transform the way hospi-
tals do business, the health
ministry plans to put in place
common standards of treat-
ment at medical facilities.

The ministry has mandated
an expert panel to frame treat-
ment protocol for a number of
ailments that are expected to
be implemented in the next
three-four months and estab-
lished at hospitals nationwide
in one-two years, three offi-
cials familiar with the develop-
ment said.

The move comes against the
backdrop of India’s largest
state-owned health insurance
firms withdrawing the cashless
payment facility for treatment
at hundreds of hospitals, alleg-
ing that they were over-charg-
ing customers who had health
insurance policies and leading
to huge losses for the insurers.

The move towards standard-
ization follows the recent pas-
sage of the Clinical Establish-
ment Act, which calls for com-
mon standards to be main-
tained by healthcare facilities.
Every such legislation requires
a set of guidel ines to be
framed.

“An expert committee has
been appointed to look at cost-
effective ways of standardizing
treatments through regulation
of hospitals at state level,” said
a senior health minist ry official
on condition of anonymity.
“ Initially, standardization will
be done for 10-15 common
critical ailments such as those
related to cardiology and ne-
phrology.”

The ministry is in talks with
various state authorities for
implementing common stand-
ards of treatment at hospitals
across the nation, the same of-
ficial said.

Currently, there are no stan-
dard methods of treating ail-
ments or providing standard
infrastructure facilities during
hospitalization. Because
health is a state subject, the
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The government is ready to allot the first batch of unique
identification numbers under the Unique Identification

Authority of India (UIDAI), or Aadhaar, project and resi-
dents of Andhra Pradesh’s Chittoor district will be the first
to receive them. Set up in June 2009, UIDAI promised to
issue the first batch of UID numbers—based on residents’
personal and biometric details, such as fingerprints and eye
scans—between August 2010 and February 2011. Six other
districts in the state will be covered in the initial phase. >P4
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tion to those who have lost incomes and live-
lihoods, help small businesses tide over the
crisis, and prevent destitution and starva-
tion. Additionally, it’s now accepted that an
ultra-loose monetary policy itself is causing
equity wealth to zoom. In turn, it has wor-
sened income inequality. That’s because the
rewards of stock rallies tend to accrue to
those in higher income brackets. The equity
rally has been helped along by practices such
as stock buybacks, which pump up price-to-
earning ratios. In the past five years, Ameri-
can companies have used up $1 trillion every
year to buy back their own shares. 

Would a small tax on this windfall wealth
be acceptable? Say, as an exceptional meas-
ure to help cope with a pandemic-stricken
economy? One parallel to this is former US
President Barack Obama’s 2008 suggestion
of taxing the windfall profits of oil compa-
nies. This idea goes back to a tax imposed by
the Jimmy Carter administration in the
1970s. Of course, that was a tax on windfall
income, whereas the present idea is to tax
windfall wealth. Operationalizing such a
wealth tax may be tricky, but it is an idea
worth pursuing. At the very least, we need to
protect the current regime of capital gains
tax, which was hard fought and won back
after nearly 20 years.

Another idea, described in this column (4
May, Mint) is to pledge government shares in
public sector companies to RBI. Such a loan
against shares can be structured as a five-
year repo transaction, thus bypassing mar-
kets and averting a disruptive impact on
interest rates. The loan-to-value ratio can be

a full 100% and the rate of
interest a modest 3%. Since
a stimulus thus financed
would help India’s growth
prospects, it would also
presumably prop up prices
of the pledged stocks
themselves. Hence, the
resultant capital gains
could help part ial ly
redeem the repo loan. It
will be mutually beneficial
to both the government
and RBI. Indeed, the Cen-
tre should have pledged its
shares before the current

rally began, and helped itself perhaps to an
extra 1 or 2 trillion.

The bigger question is how to tap the huge
wealth being created in stock markets. Is it
fair to eye this wealth as a way to fund the fis-
cal needs of the government? After all, the
government needs resources for redistribu-

even direct cash transfers to households.
India too has injected the equivalent of 1% of
its gross domestic product as fiscal stimulus,
which has mostly helped the rural economy.
This took the form of increased food and
rations, direct cash transfers, high grain pro-
curement at support prices, and a doubling
of funds for India’s rural
employment guarantee
scheme, which acts as a
form of unemployment
insurance. More stimulus
is expected, especially for
industry, small businesses
and the urban economy. 

The chal lenge for
finance minister Nirmala
Sitharaman is to find the
resources needed to fund
the increased outlay. Short
of monetizing the deficit
(i.e. printing currency
notes), there are only two
options. Increase either taxes or borrowings
(which is nothing but deferred taxes). There
are suggestions like floating a special covid
bond outside of the budgetary process, or
selling sovereign bonds to foreigners. Both
would raise the indebtedness of the govern-
ment, which can trigger a rating downgrade.

The irony may not have escaped him that it
was probably the huge liquidity infusions
carried out by central banks that were fuel-
ling this incredible rally. Globally, central
bank balance sheets have fattened them-
selves, much like in the aftermath of the
2008 financial crisis. Even RBI has pumped
in more than 10 trillion since February to
spur credit creation. However, much of this
liquidity returns to it every night as surplus
funds through its reverse repo window. 

We don’t know if this rally will come to a
halt or continue unabated. Monetary easing
will continue, supporting asset price rallies.
The liquidity seems to have spilled over to
commodity markets too. Gold prices had
touched an all-time high recently, before
receding somewhat. Ordinarily, zooming
gold prices imply risk aversion, as investors
choose the yellow metal as a safe haven. But
the high tide across the world is lifting all
boats at the same time. 

Meanwhile, news from the economy is
dismal: a contraction in output and incomes,
a steep rise in unemployment, and fiscal
management under stress. Most govern-
ments around the world have unhesitatingly
opened their fiscal taps to fund programmes
like unemployment insurance, job fur-
loughs, assistance to small businesses and

Tap stock market wealth for  a stimulus programme
AJIT RANADE

A one-off tax 

on windfall 

gains from the 

current equity 

rally could help 

the government 

spend more  
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