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T
here has been a good deal

of debate after the Telecom

Minister, Kapil Sibal, came

out with his “zero loss” assertion

last week, in relation to the pric-

ing of spectrum three years ago.

Sieving through the debate, the fol-

lowing seems to be clear:

Mr Sibal’s position on spectrum

pricing is the same as that of Mr Ra-

ja. Indeed, he repeats Mr Raja’s claim

that his decisions had the approval

of the prime minister and other min-

isters concerned, including the then

as well as current finance minister.

In substance, the pricing decision

was in line with the recommenda-

tions of the Telecom Regulatory Au-

thority of India, and no different

from similar decisions by the gov-

ernment in the past.

Taking these assertions as true, Mr

Sibal’s follow-on claims and justifi-

cations merit examination. He says

that the government’s intention has

never been to maximise revenue, what

it is interested in is increasing tele-den-

sity through low-cost services. Indeed,

this is what has been achieved, as Mr

Raja argued in his defence. The prob-

lem is that the link between low spec-

trum pricing by the government and

the claimed result of low telecom

charges and, therefore, greater tele-

density is non-existent, because those

who got the spectrum promptly en-

cashed the gift and made windfall

gains — which is when the scandal

blew up in everyone’s face, not when

the Comptroller and Auditor Gener-

al came with his calculator nearly three

years later. If what was intended to be

a consumer benefit ended up being

an intermediary’s windfall gain, the

policy obviously backfired. And it is

precisely because private parties

got the benefit that the taxpayer could

have got that there have been charges

of large-scale revenue loss.

Mr Sibal said at his press confer-

ence that there was no revenue loss,

something that his written statement

does not say. Perhaps he got carried

away while speaking, because even

he would accept that an auction would

have got the government greater rev-

enue, and that private parties milked

the situation to pocket windfall gains.

Maintaining the zero-loss claim, there-

fore, involves justifying the failure

to do proper price discovery, as through

the spectrum auction in 2010 for 3G

services. In a TV interview to Karan

Thapar in the wake of the to-do over

his zero-loss claim, Mr Sibal argued

that the comparison between the two

situations is not valid, because 3G is

like a Rolls Royce car while 2G is a

Maruti 800. This comparison does not

hold, because the companies that have

bid and got 3G spectrum are using

it for the same voice service that

they were delivering with their 2G

spectrum. And, please note, call rates

have remained low even after com-

panies have paid through their nose

for 3G spectrum.

If we focus on the reality that the

whole country can see, and not the

technicalities of government policy-

making that Mr Sibal focused on, the

issue that remains to be debated is the

quantum of loss to the government.

Mr Sibal questions the CAG’s figure

of ‘1.76 lakh crore on the perfectly

valid argument that you cannot take

a 2010 price and apply it to a 2008 sit-

uation. But that is what the govern-

ment itself did, when it took a 2001

price and applied it in 2008, though

the telecom scene had been trans-

formed in between. As it happens, the

CAG has more than one figure of rev-

enue loss. Several commentators

have also come up with numbers,

which run into tens of thousands

of crores. And because of the aber-

rant manner in which Mr Raja hand-

ed out these substantial gifts, it be-

came the largest scam in our histo-

ry. So when Mr Sibal claims zero loss,

I’m afraid he carries zero credibility.

Zero credibility

T
here has been much talk

since the financial crisis of

the decline of the US as a su-

perpower, and of China and

India as emerging super-

powers. But what is a superpower? Are

the current characterisations of the

US, China and India correct? What,

if any, are the advantages of being a

superpower, or is the pursuit of this

status an exercise in national vanity at

the expense of the common weal as

some influential voices in India have

claimed? These are the questions I con-

sider in this column.

Superpowers, as the late Hedley Bull

reminds us in his magisterial The An-

archical Society, are what were called

great powers during the period when

the balance of power characterised the

international states system. Great pow-

ers were “two or  more powers that are

comparable in status”. The term “su-

perpowers” was first applied by W T R

Fox in 1944 in his The Superpowers to

Britain, the US and the Soviet Union

who recognised “the appearance of a

new class of power, superior to the tra-

ditional European great powers, and

alone capable of undertaking the cen-

tral managerial role in international

politics they had played in the past”.

With the decline of Britain and during

the Cold War, the US and the Soviet

Union were the twin superpowers in

the bipolar world. 

But for a brief moment after the Sec-

ond World War, when the US was seen

to have overtaken the USSR in every

correlate of power, US analysts like

George Liska (Imperial America, 1967)

argued that the US with no other rivals

was not a mere great or superpower

but was like Rome the sole dominant

(imperial) power in international pol-

itics. With the collapse of the Soviet

Union, the US, in fact, became the sole

dominant imperial power in the world,

as I argued in my In Praise of Empires.

In fact, in terms of the analysis in that

book, I would prefer to call superpowers

imperial powers. Thus, when Fox de-

vised the term, the three superpowers

he identified were, in fact, the custo-

dians of two imperial systems, the An-

glo-American one (taken over by the

Americans with the postwar decline of

Britain) and the Soviet. The bipolar

world of the Cold War is thus better

seen as the clash and accommodation

between two imperial systems. This is

similar to the ancient world when there

were a number of imperial systems

coterminous with Rome, but which did

not clash (till the later stages of the Ro-

man empire when it was challenged by

the new Arab empire) because of ge-

ographical distance.

T
he question today, therefore, is

whether the current world hege-

mon (a term which has been described

as “imperialism with good manners”)

— the US — will be able to maintain

this status. To answer this it is im-

portant to recognise the two major cor-

relates of power: population size and

relative economic strength. Larger pop-

ulations can mobilise more warriors

and if they are richer, can translate

their relative economic strength into

a fighting force to protect their own

resource base and/or increase it by

seizure from others. A rough measure

of this relative power is provided by

data on relative GDP. From the most

recent set of comparable PPP data com-

piled by the late Angus Maddison, it

seems that the US remains way ahead

of all possible competitors at the mo-

ment, and despite prognostications of

its economic decline (as I have argued

in earlier columns), it would be fool-

ish to write off the US. The US is and

is likely to remain the sole superpow-

er for the foreseeable future.

It should be noted the possession of

nuclear weapons is a necessary but not

sufficient condition for being a su-

perpower or great power, nor is mem-

bership of the Security Council ei-

ther necessary or sufficient: as witness

the role of Pakistan, or North Korea for

the former, and the UK and France for

the latter. China and India are already

regional great powers. They are both

trying to expand their global influence.

But, until they can provide a credible

challenge to US naval power, they are

unlikely to be able to compete.

In a brilliant book, Walter Russell

Mead (God and Gold, Knopf, 2007) has

argued that world politics in the last

400 years can best be explained by the

maritime system first created by the

Dutch in the 17th century, and then

adopted by the British and subsequently

the US to create their imperia. In each

version, sea power was used to build

up “global systems of trade and might”.

The open, dynamic and capitalist so-

ciety this created “generated innova-

tions in finance, technology, market-

ing, and communication”. The wealth

generated provided the basis for mil-

itary power. “The basic formula of

an open society, world trade, and world

power was the power secret… and the

major driving force in the history of

the 400 years”.

Both China and India have realised

the importance of sea power and are

expanding their navies, though India

seems to have a current edge. But, in

the long run, if and when the US im-

perium declines as did the British, it is

more likely that the Indian rather than

the Chinese could replace it (as it did

the British). For though the Chinese

have adopted some of Russell Mead’s

“power secret”, the essential “open so-

ciety” element seems to be missing.

This also answers the question of

why it matters for India to become a

superpower. There is the immediate

defensive motive of preventing any im-

plicit or explicit coercion by its Asian

rival in effecting its national inter-

ests in the current Asian balance of ac-

tual and (potential) great powers —

which includes them and Japan, and

the US as an offshore balancer. But

more important in India’s long-term

interest is the recognition that the con-

tinuance of its liberal, democratic, open

economy also requires it to support

and, if necessary, take over the im-

perial burden from the US. The Bei-

jing consensus must not be allowed to

replace the Washington consensus.

This is a truth which both the US and

India seem to have grasped at last.

T
om Wolfe in his 1980s best-seller,

The Bonfire of the Vanities,described

investment bankers as “the mas-

ters of the universe”. That description was

soon outdated in the 1990s because hedge

fund managers assumed the mantle. Just

consider two simple facts. In 1990, hedge

managers managed assets worth $39 bil-

lion. At the peak of 2007, the figure had

grown to a staggering $3 trillion. Equally

staggering is the amount of money suc-

cessful hedge fund managers earned in

2008, the top 10 more than $10 billion be-

tween them. Quite clearly, the returns

hedge funds make can be substantial, giv-

en the high fees they charge for servic-

es rendered. But there was a downside —

the losses can be substantial too — as some

discovered in the credit crunch market

upheaval that started in 2007. But in the

swings and roundabouts, hedge funds be-

came the “In” thing if you were looking

for a “gravy train” as Sebastian Mallaby

tells us in his definitive work drawn from

insights into higher mathematics, eco-

nomics and psychology in More Money

than God: Hedge Funds and the Mak-

ing of a New Elite (Bloomsbury/Pen-

guin India, Special Indian Price, ‘599).

Begin from the beginning. While most

people have heard how much hedge fund

managers have made, very few are clear

what they are or what they do. To get a

hang what the game is about, it is best

to start with Philip Goggan’s Guide to Hedge

Funds: What they are, what they do, their

risks, their advantages (Profile Books, In-

dian reprint 2011, ‘295). Coggan, who was

the economics editor with The Economist

and earlier with the Financial Times,

has covered the fundamentals in six easy-

to-read chapters: Hedge Fund Taxonomy;

The Players; Funds-of-funds; Hedge fund

regulation; Hedge funds: For or Against;

and The Future of Hedge funds. Of course,

More Money than God covers the same

ground too, but this is an easier read

and once you have grasped the rules of

the new game, Mallaby’s big tome becomes

that much simpler and enjoyable.

Mallaby has written the book for a

wide range of readers, from hedge fund

managers and finance professors to

the intelligent common reader interest-

ed in markets, economics and finance. 

The story begins with Alfred Winslow

Jones, an eccentric who at different times

in his life worked on a tramp steamer, stud-

ied at the Marxist Workers School in Berlin,

a friend of Ernest Hemingway and other

outsiders. Like many top hedge fund man-

agers, Mallaby tells us that Jones didn’t

learn the ropes at Goldman Sachs or Mor-

gan Stanley, did not go to business school,

nor did he have a PhD in quantitative fi-

nance. What he did have, however, was an

unerring instinct for money like all suc-

cessful fund managers possessed.

Jones launched the fist “hedged fund”

meant to use leverage to enhance equity

exposure along side short sales to pro-

tect one’s downside, and he first conceived

the concept of “performance fee” where-

by his fund would keep for itself 20 per cent

of the profits. Mallaby tells us with his fund’s

returns at 5,000 per cent, investors didn’t

mind parting with 20 per cent of the prof-

its. Many commentators today feel that 20

per cent is too high a fee to be paid but Jones

quite rightly believed that the anticipation

of substantial returns would concentrate

the minds of portfolio managers. Be-

sides, Jones argued that “performance fee”

was an expense and could be written off

against the profits; others like Mallaby think

it is a tax dodge. Jones’ performance-fee

innovation still forms the basis for the hefty

returns of hedge fund managers. 

With Jones as the introduction, Mal-

laby provides a continuous history of

investment vehicles which he calls “lon-

ers and contrarians”, the very “individ-

ualists whose ambitions are too big to fit

into established financial institutions”.

These individuals can’t be tied down by

regulations and red tape. They defy the

conventional wisdom about efficient mar-

kets and could be described as “edge

funds” for their managers offer investors

returns uncorrelated with the markets.

Mallaby explains that markets are ef-

ficient only if the liquidity is perfect; and

when liquidity is not perfect, markets

can be highly dicey or fickle. Mallaby takes

the case of Steinhardt who offered liq-

uidity where it didn’t exist, especially when

it came to a large block of shares. He

was able to negotiate discounts in return

for liquidity which eventually returned

to his original investors 480 times their ini-

tial investment. Fund managers can do this

but only if they have a large amount of cash

to play around with; if they don’t have a

fall-back strategy, it is simply not possi-

ble to achieve such high returns. 

Mallaby’s story of the Hungarian im-

migrant George Soros is inspiring, con-

sidering that he started off in London

as a busboy and once told by the head

waiter at a restaurant that if he worked

hard he would some day be his assis-

tant. Soros made it to the London School

of Economics and although he didn’t do

well academically, he learnt that mar-

kets were anti-efficient and that it was

possible to make money by trading

on faulty human reasoning.

Hedge funds have sometimes been

described as “casino capitalism”, that

success depends on the luck of the draw.

But it is also a play on the vagaries of the

human mind which Mallaby’s story-

telling brings out beautifully.

F
or veterans of mob vio-

lence, the events in the

Jungpura-Nizamuddin

area of South Delhi through

Wednesday and Thursday bare-

ly merited notice. To quote Lance

Klusener in another context,

“nobody (has) died” — at least

not at the time of writing (ear-

ly Friday morning). 

Some 15-20 people were in-

jured in protests after the dem-

olition of a mosque. The

mosque was on a plot claimed

by the DDA (Delhi Develop-

ment Authority). The backsto-

ry is so common it’s hardly

worth repeating.

There are reportedly over 350

assorted religious structures il-

legally located on DDA land. The

Delhi Wakf Board claims the

mosque in question was actual-

ly on Wakf land. So, there may

be another dispute in store about

ownership of the land itself.

The mosque had been under

threat since at least 2006, which

was when I moved into a house

located about 500 metres from

it. The Jungpura RWA (Residents

Welfare Association) had then

moved the Delhi High Court ask-

ing for clearance of that plot.

There was also a JJ (jhuggi-jhop-

di) colony (as Delhi slums are

officially labelled) there. 

In 2008, the DDA promised

the Delhi HC it would demol-

ish the mosque. It cleared the

slum. But it didn’t touch the

mosque. On January 14, the

DDA was due to answer a con-

tempt notice issued by that Del-

hi HC that asked for a compli-

ance report on demolition. The

bulldozers swung into action at

around dawn on January 12

in a heavily policed operation.

By that afternoon, there were

mobs out in force in Nizamud-

din East and West. Mathura

Road (aka National Highway

2) was blocked by damaged ve-

hicles along a 3-km stretch. The

Nizamuddin Railway Station

was cut off and the area was

under siege.

The police used teargas and

did a couple of lathi charges;

the Rapid Action Force was de-

ployed; the mob armed itself

with brickbats and set fire to

random things. Note, howev-

er, that things were the targets

of arson, not people, unlike in

a “proper” riot.

The number of uniforms may

have seemed like overkill. But

the police were restrained. They

tried to limit the trouble to with-

in a relatively small area in a de-

si version of the London Kettle.

They didn’t get into confronta-

tions; they ignored contemptu-

ous speculation about the sex

lives of their mothers and sisters.

As in London, much of the

mob consisted of kids who are

not yet of voting age. For old-

timers, who remember 1984,

1992-93, etc., both the police

presence and the restraint were

welcome. It’s a delicate task

to manage a crowd and keep

it from turning violent. But if

there aren’t an adequate num-

ber of policemen present when

a mob starts gathering steam,

violence is guaranteed. 

Sporadic incidents contin-

ued through Thursday even as

Lori was celebrated shaan se

by the biradari. Politicians got

into the act. Local Muslims were

allowed to offer prayers at the

demolition site on Thursday.

Friday could bring resolution

or escalation. You’ll know which

by the time you read this. The

HC’s compliance report is due.

The Shahi Imam is also due

to offer prayers at the demo-

lition site.

The residents wait. Most have

stocked up on staples — my cig-

arette rations should last out the

weekend. The prudent have en-

sured motor insurance premi-

ums are up to date. Some neigh-

bours intend to get away for an

early weekend. Foreigners work-

ing for various international or-

ganisations have been asked to

stay away.

So far, there’s been just a few

items in the print media, though

there’s been lots of waves on

Twitter. The absence of TV cov-

erage is notable, given the num-

ber of mediapersons resident in

the affected areas. It’s due to

lack of footage — the vans could-

n’t get in. By India’s standards,

this has been a storm in a

teacup. So far. I’m not religious,

but let’s pray it stays that way.

ON SUPERPOWERS
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and Mammon

A storm in a teacup
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F
riends from Bangalore

called to say they were

freezing. By the city’s stan-

dards, 13 degrees minimum tem-

perature will put you in that psy-

chological zone. For the likes of

us currently in Kolkata, it cre-

ated a warm condescending glow

in being able to reply that we

were managing with sub-10 de-

grees. But the glow disappeared

and made us shiver in turn when

we talked to our daughter in Del-

hi who said she was before the

heater warming her hands and

feet as much as she could before

going to bed to tide over another

night of 3 degrees minimum

or less. We are all passing

through the coldest winter we

can remember in a long time and

I am loving it the way I have

always welcomed the cold.

North Europeans flock to

Spain or Italy, depending on who

is how well off, to make the best

of the summer and the sun, to

come back to grey skies and

be able to flaunt their tan. The

celebration of winter in India is

partly determined by how well-

heeled you are and how well-

stocked is your almirah with

woolens. The good thing about

being a bit over the hill is that

old clothes and woolens sit well

on you and nobody bats an eye-

lid at jackets with lapels cut to

styles that were the rage in the

sixties or thereabouts and dou-

ble-breasted blazers.

I was able to get an early taste

of this year’s robust winter when

we went to spend a weekend

at Santiniketan, putting to good

use the retreat of a friend. The

air was as clear as it was crisp.

In the misty half light of the ear-

ly morning, the little railway sta-

tion of suburban Prantik made

a good picture postcard, and the

walk down the embankment

of the canal was redolent with

the smell of dew on the red Birb-

hum earth, released by a slow-

ly rising sun. We tried to satisfy

our robust appetite with the veg-

etables that were brought to the

kitchen straight from the back-

yard, even as we spent most of

the daylight hours in semi-stu-

por in the sun amidst the ros-

es and chrysanthemums that cre-

ated a riot in the front yard.

The great thing about this

winter is that both in the east as

well as in the north, it has been

reasonably free (except for one

patch) of dense, numbing fog

that throws your travel plans out

of gear and lands you in Luc-

know instead of Delhi, much as

would happen in a modern chil-

dren’s story where a pilot los-

es his way by taking a wrong

turn and brings you to a land

with different-looking children.

I remember the weekend over a

decade ago in Delhi when we

wanted to escape the gloom and

clamminess of the fog, and took

to the highway but couldn’t make

it to Jaipur the first day, so dense

was the fog.

One great prize in winter

when one was young was being

allowed to stay a little longer in

bed, the indulgence heightened

by the comfort under the quilt.

As I have grown older, I have dis-

covered a new plus in winter.

The morning walk has to com-

pulsorily start early most of the

year as it gets too hot for com-

fort once the sun is out. But in

winter, you start early to give

yourself a prize. The sharp cold

tingles those parts of the body

that will not be covered and there

is a sense of victory over the el-

ements as you warm up with the

walking and beat back the cold.

The stray dogs wait patiently be-

fore the tea stalls for the first

customers to throw a few bis-

cuit bits towards them and the

only people on the street who

look forlorn are the children,

bundled in woolens

and out of homes,

being accompanied

by grownups to the

bus stop where the

pickup for school

will come.

Great as the fog-

free, sunny daylight

hours are, the tra-

ditional plus of win-

ter is the added nip

it gives to the hours

after dark. Quite

simply, the liquor tastes more

congenial, you are able to hold

more of it and there is no re-

proachful hangover the morn-

ing after. If you relish your liquor

in normal times, this weather

has been tailor-made to give an

added zing to it. So, you do not

grudge the poor folks who work

up little twig fires by the road-

side when you cannot have a fire-

side experience in your apart-

ment. If God made liquor for a

bit of superior pleasure for mor-

tals, then He must be in a par-

ticularly good mood to send

down an above-average winter

to heighten that pleasure.

By far the best part of this

winter for me has been those

few occasions — far too many,

says the wife — when I have

coaxed a friend to join me on the

lawn of the rowing club that has

occupied a corner of the Lakes

in Kolkata for over a hundred

years, with the sun on the back

and the draught

beer in front. I

cannot make up

my mind where the

flowers are better

— at the club or the

friend’s retreat or

the Freedom Park

next to the Victo-

ria Memorial. This

marvelous winter

is a freak, they say,

a result of climate

change. It will be

more than made up by extra hot

weather which will be the fall-

out from the global warming.

But right now, the sun through

the window that warms my back

as I balance the laptop on my

knees gives no premonition of

hard times to come.
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Cold comfort

If God made liquor

for a bit of superior

pleasure, then He

must be in a good

mood to send

down an above-

average winter to

heighten that

pleasure
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