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Sparking a significant rally 
in digital currency prices, 
‘Coinbase’, an American cryto- 

currency exchange, has finally 
marked its Wall Street debut. In 
doing so, it has broken way from the 
conventional route of Initial Public 
Offering (IPO) and opted for Direct 
Listing instead. After being admitted 
to the Nasdaq stock exchange, the 
company’s shares started trading at 
$381, giving it a valuation of nearly 
$100 billion.  

Although prices rose to almost 
$430 during the day, the momentum 
did not sustain, with the stock 
eventually closing at $328.28. While 
such losses may have disillusioned 
some day traders, the much-touted 
public listing of Coinbase has been 
hailed as a watershed moment 
for the mainstream acceptance of 
cryptocurrencies worldwide. Once 
eschewed as a tool for reckless 
speculators, it is expected that 
a seat at the traditional capital 
markets high table will confer 
more legitimacy on this hitherto 
pariah asset class. In fact, interest 
in crypto has been on the rise, with 
companies like Tesla, Paypal and 
Square enabling transactions in 
Bitcoin. Even Wall Street firms such 
as Morgan Stanley have offered 
access to Bitcoin funds for some of 
their wealthiest clients. Therefore, 
it is no surprise that the value of 
cryptocurrencies such as Bitcoin and 
Ether have been steadily on the rise, 
with prices reaching record heights 
on the day of Coinbase’s high-profile 
public premiere. 

THE STORY SO FAR 

Established in 2012 by Brian 
Armstrong and Fred Ehrsam, 

Coinbase is the world’s largest crypto 
exchange, providing customers with 
a trading platform to buy and sell 
different cryptocurrencies. For retail 
and institutional investors who do not 
mine assets like Bitcoin, Dogecoin or 
Ether, this is the platform to secure 
access to such digital currencies.  

The company generates its 
revenue by charging a fee on all 
transactions conducted on its 
platform. The objective is to create 
an open and decentralised financial 
system, leveraging the power of 
digital assets that are built using 
blockchain technology.  

Today, the platform is estimated to 
host over 43 million users worldwide. 
According to the company’s latest 
filing with the U.S. Securities and 
Exchange Commission (SEC), it has 
also transacted more than $456 
billion to date. This user popularity 
is attributed to high-profit margins, 
robust cybersecurity measures, and 
attractive insurance coverage that 
affords protection against incidents 
such as platform theft. 

Now, with its entry into the U.S. 
stock market, Coinbase has become 
the first cryptocurrency firm to 
go public. It remains to be seen 
whether this paves the way for digital 

assets to shed their image as ‘fringe 
investments’.

IMPLICATIONS OF MARKET 
LAUNCH 

Through its public listing, 
Coinbase has allowed prospective 
investors to gain indirect exposure 
to cryptocurrencies. Given that its 
revenues are primarily reliant on 
trading volumes, it is perceived to 
be less volatile in terms of security 
than bitcoin and other digital assets. 
As a result, new traders looking 
to capitalise on the rising crypto 
economy are encouraged to take 
their first steps in this market. 
Those who are understandably wary 
of purchasing digital currencies, 
whose prices are subject to ‘cycles 
of boom and bust’, can now diversify 
their risks and own stock in an SEC-
approved business. Trading on the 
U.S. stock market entails audited 
financials, disclosures as well as 
enhanced regulatory scrutiny. These 
stipulations are expected to increase 
transparency and trigger a palpable 
change in the markets’ perception of 
cryptocurrencies as well as the 
environment they operate in. Some 
analysts have even expressed the 

p1EDITION II
MAY 2021

SYNERGIA FOUNDATION

IN THE BIG LEAGUES 
As Coinbase joins the ranks of publicly listed companies, there has been much soul-
searching about investor appetite for cryptocurrencies 

R E S E A R C H  T E A M

SYNERGIA FOUNDATION



hope that the listing of Coinbase 
will boost the credibility of crypto-
currency trading among governments 
that have historically pushed back 
against it in countries such as India.

TEMPERING EXPECTATIONS 

Detractors, however, point out 
that the market launch of Coinbase 
represents a significant shift 
away from the original promise of 
cryptocurrencies. As can be recalled, 
digital asset groups such as Bitcoin 
had been envisioned as instruments 
of a decentralised financial system, 
putting the public back in control of 
their money. Now, by joining a market 
with centralised gatekeepers, it is 

believed that Coinbase has undercut 
the very purpose of instituting a 
blockchain-based cryptocurrency     
mechanism.

Furthermore, it will not be easy for 
the company to completely discard 
its label as a ‘speculative’ and ‘volatile’ 
asset despite its public listing. This 
is because its transaction revenues 
are dependent on the broader 
crypto economy, which is notoriously 
unpredictable and subject to violent 
market gyrations. The underlying 
value of cryptocurrencies continues 
to be dictated by what investors 
are willing to pay for it, as opposed 
to their utility as payment methods 
among businesses and consumers.  

Therefore, to truly legitimise 

and invigorate the crypto economy, 
Coinbase users would have to be 
willing to use Coinbase Wallet as their 
primary method of buying and selling 
cryptocurrencies. Concurrently, cryp- 
to-assets themselves would have 
to emerge as a credible medium of 
transaction to rival fiat currency. 

In other words, there is a need to 
demonstrate that there are potential 
use-cases in the realm of financial 
payments, which blockchain-based 
solutions like Bitcoin can only 
address. If that is not achieved, 
consumers would be reluctant to 
migrate to wallets that are part of 
a parallel crypto-dependant fin- 
ancial ecosystem. This, in turn, 
would reduce trading interest or 
investor confidence in stocks such as 
Coinbase.
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Assessment

If the unrelenting digitisation of 
economies fuels the need for 
a secure and rapid electronic 
movement of assets and the 
adoption of digital asset systems, 
companies such as Coinbase will 
have a critical role to play in the 
future. 

Although it has become a part 
of the traditional financial 
establishment by trading on 
Nasdaq, Coinbase continues to be 
a crypto business at heart. Owing 
to its current dependence on 
crypto transaction fees, sustained 
speculations about the value of 
digital assets will most likely drive 
investment and trading in the 
short term. To facilitate growth 
and overcome the vagaries of 
price volatility in the crypto 
economy, Coinbase will have to 
diversify its sources of revenue 
over the coming months. 

In India, the government is 
contemplating a new bill that 
imposes a complete ban on 
cryptocurrencies. Given the 
recent listing of Coinbase, 
however, the Indian crypto 
industry hopes that there will 
be some renewed appreciation 
for the credibility of digital asset 
classes. 

COINBASE EXPERIENCES BRISK PRE-IPO GROWTH
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TWO TRILLION DOLLARS WORTH OF CRYPTO 

Market caps of cryptocurrencies (in billion U.S. dollars)
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Source: CoinMarketCap
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In what is being touted as a 
‘principled’ push for financial 
transparency, the Biden 

administration has published 
a proposal to establish global 
minimum tax rates for businesses. 
In doing so, it has provided fresh 
impetus for negotiations in 
the Organization for Economic 
Cooperation and Development 
(OECD), which has been deliberating 
a corporate minimum tax plan 
for countries across the world as 
parts of its efforts to curb tax base 
erosion. The idea has also received 
some degree of endorsement by 
organisations like the G20 as well as 
the International Monetary Fund. 

As widely remarked by U.S. 
Treasury Secretary Janet Yellen, 
fixing a minimum rate for companies 
all over the world will end a “30-year 
race to the bottom on corporate tax 
rates”. Low-tax jurisdictions will be 
disincentivised from slashing rates 
to attract multinational corporations 
(MNCs), thereby allowing home 
countries to collect more revenues 
and channel them towards 
economic and social spending. With 
the COVID-19 pandemic having 
ravaged government finances, this 
prospect is particularly appealing for 
many developed and high-income 
countries, which have witnessed 
a flight of capital to offshore tax-
havens.  

While the general expectation 
is that the OECD nations will agree 
to a minimum tax rate of 12.5 per 
cent, the U.S. has now indicated 
that it will advocate for a higher 
rate (21 per cent) in the upcoming 
talks. It remains to be seen whether 
this prescription gains any traction 
among developing economies like 
Ireland, which perceive the lowering 

of corporate taxes as a critical policy 
tool to attract businesses. 

UNDERLYING RATIONALE

The proposal to implement a 
global minimum corporate tax is 
part of a larger movement designed 
to tackle base erosion and profit 
shifting. It seeks to ensure that the 
sales derived in one country are 
not artificially allocated to a lower-
tax jurisdiction. Companies are 
required to pay a certain amount 
of tax wherever they are registered, 
with tax revenues being apportioned 
according to the extent of activity in 
different jurisdictions.  

Currently, many MNCs are 
accused of using tax havens and shell 
companies to shift their profits and 
capital across the globe. Digital giants 
like Apple, Google, and Facebook, 
in particular, have been suspected 
of developing complex webs of 
subsidiaries to transport profits 
out of major markets into low-tax 
countries such as Ireland, Panama, 
the British Virgin Islands and the 
Bahamas.  

Furthermore, nation-states have 
been forced to contend with each 
other, owing to the mobility of global 
financial capital. They have fallen 
back on the competitive reduction 
of corporate tax rates in order to 
entice businesses to their shores. In 
fact, it is estimated that the average 
corporate tax rate in the world has 
fallen from 49 per cent in 1985 to 23 
per cent in 2019. 

Against this backdrop, many 
developed nations have advocated 
for a global minimum tax rate that 
applies to a company’s overseas 
profits. While governments in low-
tax jurisdictions can still set their own 
local corporate tax, any company that 
moves its operations there would 
have to pay to its home country the 
difference between taxes paid on 
overseas earnings and the minimum 
global rate. In other words, the tax 

rate applicable to a multinational 
enterprise in each jurisdiction would 
be compared with the minimum, 
with a top-up tax applying whenever 
a lower rate is paid. This would 
eliminate the advantage of shifting 
profits to a tax haven. 

THE AMERICAN VIEW 

Given that corporates in America 
are particularly notorious for shifting 
their profits, the U.S. government 
is believed to have lost at least 
$150 bn of tax revenues every year. 
Although the Trump regime sought 
to capture some of these losses by 
implementing a global intangible 
low-taxed income (GILTI) rate of 10.5 
per cent, companies still found a way 
to work around these provisions.  

With President Biden coming to 
power, the White House has now 
drafted a plan to overhaul parts of 
the tax code, including the GILTI 
structure. It has also proposed an 
increase in the domestic corporate 
tax rate from 21 per cent to 28 per 
cent, in order to finance an ambitious 
$2 trillion infrastructure package 
that bolsters the post-pandemic 
economy.  

However, in order to prevent  
MNCs  from escaping these 
provisions and relocating to low-tax 
jurisdictions, the U.S. needs other 
economies to impose similar rates. 
Therefore, it has thrown its weight 
behind the concept of a minimum 
corporate tax. By stipulating a 
global minimum, it can offset the 
disadvantages arising from an 
increase in local corporate taxes 
and compete with other countries, 
based on alternate attributes like 
innovation, infrastructure, regulatory 
ecosystem etc.

In its discussions with the 
international community, the U.S. 
has also sought to sweeten the deal 
by extending to other countries 
the right to tax some of the biggest 
multinationals in the world, 

REINING IN TAX EROSION 
As Biden seeks to tighten the noose on multinational corporations through a global 
minimum corporate tax, it will be challenging to bring low tax jurisdictions on board 
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irrespective of their physical presence 
in these territories. It has proposed 
that governments all over the world 
tax the top 100 MNCs, many of which 
are American, based on the revenues 
made within their borders. Over 
the coming days, the success of this 
carrot and stick policy will, to a large 
extent, depend on the cooperation of 
developing economies.

ROADBLOCKS AHEAD 

In a world riddled with stark 
income disparities, many countries 
like Ireland, Moldova, Paraguay, 
Uzbekistan (7.5 per cent) etc., view 
relatively lower corporate tax rates 
as a flexible tool to lure investment. 
The Irish economy, in particular, has 

relied on a vast influx of dollars from 
foreign multinationals, resisting even 
European Union (EU)-led efforts to 
harmonise its tax rules.  

In light of this reality, the American 
bid to raise global corporate taxes 
is likely to face pushback from such 
countries since they would be forced 
to give up their edge and compete 
with it on its own terms. As argued 
by economist Joseph W. Sullivan, 
the incentives to stay out of a global 
minimum tax regime far outweigh 
the reasons for joining. 

When more and more countries 
join a multilateral framework for 
fixing the global minimum tax rate, 
the economic benefits that accrue to 
a ‘hold-out’ state will keep growing 
because it can outcompete the global 

market by imposing lower taxes. It is 
unlikely that many states would be 
willing to part with this competitive 
advantage. 

Moreover, as developing econ- 
omies recover from the devastating 
impact of the Covid-19 pandemic, 
they may not always be in a position 
to offer huge stimulus packages. 
In such circumstances, they may 
consider lowering their tax rates as 
the only instrument to reinvigorate 
economic activity within their borders. 
Finally, the current U.S. proposal to 
set the minimum at 21 per cent is 
much higher than the rates being 
considered by the OECD. Therefore, 
even if most countries concur on 
the concept of a global minimum 
corporate tax, international experts 
point out that the rate of taxation will 
prove to be a thorny issue.
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Assessment

Since international tax reform is 
often perceived as a vehicle for 
high-income countries to further 
their own vested interests and 
suppress economic competition, 
the U.S. will have its work cut out 
in bolstering support for a global 
minimum corporate tax. 

While India has been a victim of 
profit-shifting and base erosion, 
it has recently resorted to a sharp 
cut in corporate taxes in order 
to bring itself on par with South-
East Asian economies. It has 
been especially keen to market 
itself as an attractive investment 
destination through concessional 
tax rates. Therefore, while the 
government may participate 
in emerging international 
discussions about the corporate 
tax structure, it is unlikely to 
support a steep increase in global 
minimum tax rates.

Given that tax havens like Hong 
Kong may be affected by a global 
minimum tax regime, all eyes are 
on China to see how it engages 
with the proposed reform. Only 
time will tell if existing bilateral 
tensions with the U.S. will impede 
international negotiations. 

FOLLOW THE MONEY
More foreign investment flows into the world’s offshore centers than

into anyother country

Source: UNCTAD

Note: Offshore centers are Cyprus, Luxembourg, Netherlands, Switzerland, Mauritius,
Hong Kong, Singapore, Panama, British Virgin Islands, Cayman Islands.
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WHAT CORPORATE TAX ABUSE COSTS COUNTRIES
Country

Singapore
Hong Kong
China
India
BVI
Cayman Is.
Luxembourg
Netherlands
Ireland
UK
US
Germany

Tax loss inflicted on
other countries

$12,221,060,747
$16,331,010,356
$20,045,803,268
$0
$10,405,615,250
$22,819,899,267
$9,283,427,114
$26,593,707,934
$6,068,846,053
$13,671,390,701
$0
$3,378,296,454

Effective
Tax Rate

6.15%
8.26%
18.97%
29.73%
0.07%
0.22%
1.39%
5.42%
7.76%
9.72%
17.78%
22.92%

Tax lost to corporate
tax abuse annually

$2,791,252,045
$552,026,614
$3,732,400,492
$10,117,529,292
$1,079,398
$166,760
$551,354,310
$935,184,630
$199,121,037
$10,269,722,405
$49,241,339,280
$24,394,593,521

Source: The State of Tax Justice 2020 report SYNERGIA FOUNDATION
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Results of assembly elections in  
four Indian states and a union 
territory were announced in 

the midst of a catastrophic second 
wave of the coronavirus pandemic 
that India is struggling to contain. 
After the din of a high decibel 
election campaign died down, the 
results had an uncharacteristic 
sombre reception both in the media 
and the general public, as the 
pandemic continues to rage on. 

The results were a pointer that 
despite the impressive political 
inroads made by the Bhartiya Janata 
Party (BJP) into all corners of India 
in the last decade, few regional 
political alignments can still hold out 
successfully.  In brief, regionalism 
still runs deep in India’s federal 
structure. 

Routinely in India, there is an 
‘anti-incumbency’ factor wherein 
the electorate, fed up with the 
mismanagement of the current 
regime, throws them out at the next 
hustings to give a new dispensation 
a chance. However, this time around, 
this dreaded anti-incumbency factor 
was successfully overcome by three 
states – Assam, West Bengal, and 
Kerala.

THE PEOPLE’S VERDICT

The tiny enclave of Puducherry 
(erstwhile Dutch/French colony called 
Pondicherry till integrated with India 
in 1962 and now a Union Territory) 
has only 30 assembly seats. 

The BJP led National Democratic 
Alliance (BJP, AINR Congress and 
AIADMK) won convincingly with 
16 seats, unseating the Secular 
Democratic Alliance (Indian National 
Congress (INC), Dravida Munnetra 

Kazhagam (DMK), Viduthalai 
Chiruthaigal Katchi (VCK) and 
Communist Party of India) who had 
won the last elections with a similar 
margin. The BJP managed to wrest 
power here with the support of 
a breakaway Congress leader, N. 
Rangaswamy, who will now become 
Chief Minster and lead the alliance. 

The BJP-led NDA also retained 
its fortress in the largest state of 
North East India, Assam where they 
were returned to power, beating the 
‘incumbency factor’ and overcoming 
the unease generated by the 
Citizenship Amendment Act (CAA) 
with the Indian Congress-led 
“Mahajot” (Grand Alliance) coming a 
distant second. 

It is believed that the creation of 
two new political parties born out of 
the anti-CAA movement ate into the 
vote bank that traditionally veered 
towards Congress. 

The Dravidian party of Tamil Nadu 
in South India, Dravida Munnetra 

Kazhagam (DMK), led by M.K.Stalin is 
also a Congress ally. 

The DMK and its allies won a 
decisive mandate (159 of the 234 
seats) in Tamil Nadu against an 
alliance of the BJP and another 
Dravidian party, the AIADMK. 
Apparently, the ideological challenge 
posed by an ‘outsider’ party (BJP) was 
enough to sway the voters in favour 
of a traditionalist Dravidian party 
with its old ally, the Indian National 
Congress.  

In the second South Indian state 
that went to the polls, Kerala, the 
strong regional influence persisted 
and was reflected in the final tally.  
Kerala is an active political state and 
was the first in India to have had a 
communist government in 1957.  

The Left Democratic Front 
(LDF) won convincingly to defeat 
its closest rival, the Congress-led 
United Democratic Front (UDF) and 
even bettering its tally from the last 
elections.  The NDA, the third leading 

THE REGIONAL CHALLENGE  
While the desired success has largely eluded the BJP in the recent round of assembly 
elections, it can take heart from the disaster that has befallen its arch-rival, the Indian 
National Congress Party

Parties

AITC

BJP

AMB

CPI

SUCI

213

77

0

0

0

213

77

0

0

0

Total seats Seats won

WEST BENGAL RESULTS
292/294 seats | 148 for majority

ASSAM RESULTS
126/126 seats | 64 for majority
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Parties

BJP

INC

AIUDF

AGP

BPF

60

29

16

9

4

60

29

16

9

4

Total seats Seats won

Source: Election Commission of India via Nielsen
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party in the state fared poorly, losing 
its only seat – Nemom – to the LDF. 

The centrepiece of these elections 
was the titanic battle waged in the 
Eastern State of West Bengal, where 
the BJP took upon itself to bring down 
the two-term ruling party, the All India 
Trinamool Congress (AITMC), led by 
its firebrand Chief Minister Mamta 
Banerjee. The election campaign was 
marred by intense political vitriol 
and massive political gatherings with 
utter disregard for COVID protocols.  

The AITMC won a whopping 
213 of the 294 seats in the state. 
however, Mamta Banerjee herself 
was defeated at the Nandigram seat 
by BJP leader Suvendu Adhikari, by 
the narrowest of margin in a keen 
contest which went down to the 
wires. In a state dominated by the 
Left-led alliance who ruled it for a 
record seven consecutive terms, 
the BJP, a national party, has now 
become the main opposition. 

CENTRE-STATE EQUATION  

With the left in Kerala and the 
AITC in West Bengal being fierce 
ideological opponents of the BJP, 
it will be interesting to see how 
relations pan out between strong 
regional leaders and an equally 

robust Prime Minister in the Centre. 
During the ongoing pandemic, 
States need to work with the Centre 
in a cooperating and coordinated 
manner. 

While the present crisis is the 
most immediate challenge for both 
the Centre and the State government, 
another important outcome of the 
results is a further weakening of the 
Congress party.  

In this context, the performance 
of the Grand Old Party in Kerala is 
a debacle of enormous magnitude. 
Rahul Gandhi himself is a member 
of parliament from the state, and in 
the 2019 parliamentary elections, 
his party had won 19 out of 20 seats 
here.  

This defeat will have repercussions 
on the party’s national leadership 
and its ability to project itself as a 
credible alternative to the BJP. It will 
also be essential to see how the other 
regional parties relate to Congress.  

Assam is a silver lining for the BJP 
in a landscape where regional parties 
and the Left in West Bengal, Kerala 
and Tamil Nadu have been hard to 
overcome. 

Another positive result for the 
saffron party was in the southern 
union territory of Puducherry, an 
erstwhile bastion for the Congress.  

The regional leaders and the 
Prime Minister will have to put 
political differences aside and work 
together through an enormous 
crisis.  In Tamil Nadu where there is a 
change of guard, it is imperative that 
the incoming government ensures 
continuity in crisis management.

THE NATIONAL SCENE 

Elections to state legislative 
assemblies are rarely a reflection of 
voter behaviour in future national 
level elections or a referendum on 
the central government. 

However, the results do have 
their impact on larger federal, 
administrative issues and the tone, 
tenor, and credibility of the opposition 
to the powerful dispensation in 
New Delhi. The fact that regional 
parties opposed to the BJP have had 
emphatic wins in big states is bound 
to stiffen  the opposition.  

The Congress party will have to 
go through deep introspection and 
revisit its priorities if it wishes to 
survive as a national party and gather 
a credible opposition to the BJP. 
Regional parties, while they might 
fare well in the state elections, they 
cannot, in any way, afford to play a 
national role. 

TAMIL NADU RESULTS
234/234 seats | 118 for majority

PUDUCHERRY RESULTS
30/30 seats | 16 for majority

KERALA RESULTS
140/140 seats | 71 for majority
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Parties

DMK

AIADMK

INC

PMK

BJP

133

66

18

5

4

133

66

18

5

4

Total seats Seats won Parties

AINRC

BJP

DMK

INC

MNM

10

6

6

2

0

10

6

6

2

0

Total seats Seats won Parties

CPI(M)

INC

CPI

IUML

KEC(M)

62

21

17

15

5

62

21

17

15

5

Total seats Seats won

Source: Election Commission of India via Nielsen
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WHO recently released its  
SARS-CoV-2 virus origins 
report jointly with China.  

Clearly anticipating brickbats from 
the larger medical community, Dr 
Tedros Adhanom Ghebreyesus, 
the much-maligned WHO chief, 
defensively added the caveat that 
further study was needed as the 
current report was entirely based 
on Chinese supplied data. He also 
accepted that his team faced a lot 
of difficulty in accessing raw data in 
China. 

The medical fraternity has 
greeted the report with marked 
scepticism as instead of providing 
a definitive conclusion on how and 
where the virus transited to humans, 
it merely lists various scenarios and 
situations as the causative factor. 

It also disposed of the possibility 
of the virus escaping from the Wuhan 
Institute of Virology. Calls to dismiss 
the WHO report has been gathering 
pace on the grounds of tampered or 
selective data, a charge vehemently 
denied by Chinese scientists. 

WHO’S LOGIC

The report uses genomic analyses 
to suggest that an intermediate 
animal passed on the SARS-CoV-2 
virus to humans on contact. There is 
no disputing this fact as the sealed 
and shuttered Wuhan market still 
retains widespread contamination. 
What remains unanswered by 
the report is if this market was 
the primary source or one of the 
sources along with various other 
public places. 

The report theorises along with 
four distinct possibilities in the order 
of their priority of occurrence from 
very likely to extremely unlikely – an 
intermediate host, direct zoonotic 
introduction, introduction through 

cold, food chains and lastly, a lab- 
oratory accident. 

Data, containing 76,000 cases 
with flu-like symptoms, were col- 
lected from October to December 
2019, and studied by the WHO 
team. Their genomes varied slightly 
from the early cases confirmed as 
COVID-19.  

Not all the early COVID positive 
cases originated from the Wuhan 
wet market leading the report to 
conclude that coronavirus might 
have been spreading under the 
radar in communities, evolving 
along the way, and coincidentally 
also occurring in people linked to 
the market. 

The report could not produce 
any definitive evidence to rule out 
a lab leak. When the report authors 
visited Wuhan Institute of Virology, 
the resident scientists denied 
anyone having antibodies of SARS-
CoV-2, ruling out the theory that an 
infected worker from the institute 
was the primary spreader. 

The report also speculates 
that farm animals or even illegal 
‘bush meat’ infected with different 
variations of SARS-COV-2 could have 
sparked multiple infections in the 

human consumers. 
Liang Wannian, the lead Chinese 

member of the joint team, denied 
allegations of ‘non-cooperation.’ He 
claimed mutual trust and cooperation 
and “open communication” existed. 
He also said that limiting the study 
to China could lead to a “scientific 
misunderstanding” when the source 
of the pandemic was still unclear.

THE EXPECTED BACKLASH 

A joint statement by the U.S., 
Australia, Canada, Czech Republic, 
Denmark, Estonia, Israel, Japan, 
Latvia, Lithuania, Norway, the 
Republic of Korea, Slovenia, and 
the UK expressed concern with the 
report, believing it was “delayed and 
lacked access to complete, original 
data and samples.” Interestingly, 
India did not sign-on. The European 
Union issued its own statement on the 
report, expressing disappointment 
over “the late start of the study, the 
delayed deployment of the experts 
and the limited availability of early 
samples and related data.” 

A loosely organised group 
of scientists, who were earlier 
focussing on the possibility of a lab 

WHO RUNS THE WHO? 
There are few takers for the recent report released by WHO on the source of COVID-19 
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leak, released an open letter this 
week, detailing the different ways 
to conduct a thorough investigation, 
arguing that “critical records and 
biological samples that could provide 
essential insights into pandemic 
origins remain inaccessible.” 

WANING CREDIBILITY OF WHO 

WHO has lost its credibility in its 
handling of the entire pandemic, 
having failed to focus on its primary 
role as the premier global medical 
authority.  Its obsession with other 
externalities of the pandemic such 
as the economic cost, human rights 
issues, concern with neglect of 
non-COVID patients, and delayed 
reporting further maligned its stand. 

The global community expected 
the WHO to come up with a 
collaborative scientific endeavour 
along with Chinese medical 
authorities to sincerely examine the 

origin of COVID-19, which it failed 
to fulfil. This has strengthened the 
demands for an overhaul of its 
emergency response mechanism 
and its role as a global health 
watchdog. 

It is a fact that being a multilateral 
agency, WHO has little coercive 
authority, unlike other UN bodies 
like the World Trade Organisation. 
It cannot impose   sanctions and 
has an annual budget of only $2 
billion, smaller than many university 
research hospitals. It can only 
release a set of rules and regulations 
and hope nations adhere to them. 
This is not to say that it has always 
failed its members. Its success 
against smallpox and severe acute 
respiratory syndrome (SARS) is 
noteworthy where it played a 
crucial role to coordinate vaccine 
distribution and inoculation. 

A great deal of the credit for its 
successful response to SARS goes 

to the then Director-General Gro 
Harlem Brundtland. 

At the early stages itself, she 
confronted China strongly for 
withholding information and 
caused an early intervention by 
WHO. Beijing has been wielding 
its influence and voting rights 
with considerable acumen when it 
comes to electing the hierarchy of 
multilateral organisations.  It has 
been relatively generous in making 
funds available to WHO and has 
been allegedly instrumental in the 
selection of the incumbent Director-
General. 

WHO did redeem itself somewhat 
by its leadership role in the COVAX 
initiative but has failed miserably in 
its implementation.  The COVAX goal 
was for the 92 poorest members to 
receive vaccines as quickly as the 
98 richest.  The target was at least 
2 billion doses in 2021, which now 
appears unattainable. 

The entire enterprise has been 
overtaken by vaccine nationalism. 
Instead of being globally coll- 
aborative, it seems to have turned 
into just an aid project with a 
pitifully meagre quantity of vaccines 
flowing out to the lower-income 
group countries. WHO has also 
failed to convince the countries with 
the vaccine IPR to be more liberal 
with it to spread out its manufacture 
making it more affordable.  
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Assessment

The WHO report helps China in 
putting to rest various theories 
doing the rounds about the 
source of COVID-19. But sadly, 
it gives rise to more questions 
than answers. WHO has its work 
cut out to regain the trust of the 
global community. 

The delay has created space for 
China and Russia to step in with 
their vaccine diplomacy; between 
the two of them, they have 
supplied more than 800m doses 
to 41 countries. While this is good 
for humanity it paves the way for 
further geo-political tensions. 

THE BIGGEST FINANCIAL 
CONTRIBUTORS TO THE WHO

Assessed contributions to the World Health Organization
for 2020 (as of March 21,2020)*

United States

China

Japan

Germany

United Kingdom

France

Italy

Brazil

Source: World Health Organization

$115.8m

$41.0m

$29.1m

$21.9m

$21.2m

$15.8m

$14.1m
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The Indian government’s pledge 
of an additional Rs 15,000 crore 
in February this year to follow 

up on the July 2020 commitment of 
Rs 10,000 crore for the Production 
Linked Incentive (PLI) scheme has 
been greatly welcomed by the 
Indian pharmaceutical industry. 
As per government data, Rs 6,490 
crore of the earlier PLI has already 
been released to pharma companies 
for establishing new greenfield 
plants to produce key starting 
materials (KSM), which are essential 
ingredients for APIs.   

The Indian charge for domestic 
production of APIs is being led by 
three Indian companies – Aurobindo 
Pharma, PSU Karnataka Antibiotics 
and Pharmaceuticals, and a newer 
Kinvan Pvt Ltd. These moves 
came after last year’s chokepoint 
triggered by the breakdown in API 
manufacturing in its global hub 
in China, which accounted for 68 
per cent of India’s API imports. To 
nurse its own stocks for domestic 
consumption, the Indian pharma 
company had to ban the export of 
24 pharmaceutical ingredients and 
drugs. The government has come 
out with an action plan underlining 
its concern, and the effectiveness 
of these steps will be critical for 
the future of the Indian pharma 
industry, which is the fifth-largest in 
India’s export list.

THE ‘PHARMACY OF THE 
WORLD’ 

India may be the world’s top 
producer of generic drugs, but it 
imports almost 70 per cent of its 
raw material requirement. Till the 
early 1990s, India was almost self-
sufficient in APIs. However, along 

the way, the industry lost its focus.  
Since cheap imports were available 
from China and the emphasis was 
on generic drugs which were selling 
well, in an economic sense, the need 
to become self-sufficient in the 
production of APIs lost priority. 

Even when it comes to high-value 
bulk drugs in new categories like 
diabetes, cardiology, etc., called the 
Abbreviated New Drug Applications, 
up to 40 per cent of new drugs filed 
for approval for use in the US are by 
Indian companies. As Indian pharma 
expanded the global reach of its 
generic’s exports, China captured 
the raw materials market of APIs 
and intermediates and now controls 
60 per cent of it globally. 

The raw materials used in 
antibiotics are made through 
fermentation technology that was 
available with four to five Indian 
companies till the 1990s, and all of 
them also shut down. India’s existing 
API units have idle capacities of 35 to 
40 per cent. With minor changes and 
infrastructure upgrade, they could 
perhaps produce more and more 
molecules in a short period.  

Due to the constraints of the 
Drug Price (Display & Control) 
Order of 1966 that ensured drugs 

prices were strictly controlled by the 
government, there was little spare 
money to invest in cutting edge R&D, 
and no indigenous molecules were 
made.  Also, against international 
competition, the compounded ann- 
ual rate of growth (CARG) in the 
pharmaceutical industry had started 
to decline; from 14.36 per cent in 
2010-11, it fell to 8.68 per cent in 
2014-15.

THE CHINESE EXPERIENCE 

As in all other sectors of 
manufacturing, China planned 
its API manufacturing based on 
economies of scale. The industry 
was allocated huge tracts of land to 
set up new plants supported by the 
requisite infrastructure to give them 
easy access to chemical inputs. 
Financially, the industry was backed 
by low-cost capital (at 6-7 per cent 
compared to India’s 13-14 per cent) 
and aggressive government funding 
models, including tax incentives.  Not 
surprisingly, Chinese API production 
costs are 20 per cent cheaper than 
Indian costs, per a 2020 report by 
KPMB and CII.    

Coming to terms with the 
new realities, in March 2020, the 
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Indian government announced an 
investment of Rs 3,000 crore ($400 
million) for making bulk drug parks 
that would be ready with land for 
companies while also offering all 
the amenities needed along with 
pollution control and effluent 
treatment. Now 13 Indian states are 
vying for a piece of this pie. 

TURNING GREEN 

Pollution caused by pharma is 
one of the main reasons many plants 
shut down operations since they 

were unable to meet the stipulated 
green goals. This occurred in China 
as well, which also changed the cost 
of their products significantly.  A 
study found “excessively high” levels 
of antibiotic and antifungal drug 
residue in water sources around the 
Patancheru-Bollaram industrial zone 
on the outskirts of Hyderabad, along 
with bacteria and fungi resistant to 
those very drugs. This is the recipe 
for the creation of superbugs, which 
are immune to generic drugs.  

To reduce the degeneration of the 
ecosphere, the Indian government 

has introduced a draft bill limiting 
the discharge of antibiotics into 
groundwater and river systems. 
There has been opposition to this 
draft bill from the Indian Drug 
Manufacturers Association (IDMA) 
against putting specific limits to the 
discharge in terms of the number of 
antibiotics.  It has asked for some 
exemptions and asked these limits to 
be changed to overall environmental 
targets for the industry. 

One of the UN’s Sustainable 
Development Goals (SDG) pertains 
to the “access to safe, effective, 
quality, and affordable essential 
medicines and vaccines for all.” 
India, as the pharmaceutical hub 
of the world, can play an incredibly 
important role in this achievement. 
Its medical diplomacy is at its peak 
currently (although faltering due to 
rising COVID-19 cases in India and 
thereby having to limit its exports). 
In 2019, it supplied nearly two-thirds 
of the world’s AIDS anti-retroviral 
(ARV) drugs – an effort by Cipla that 
pioneered the cheap production of 
the vaccine in the 1990s. 

Cipla also played an important 
role in fighting ‘Big Pharma’ against 
the intellectual property rules that 
would have prevented access to ARV 
drugs.

Assessment

While the PLI is promising, 
the industry would largely be 
benefitted from those benefits 
covering existing API plants and 
infrastructure and land support. 
An ease-of-doing- business 
approach is necessary both for 
local and foreign investments. 

It would be close to impossible 
to match China’s economies of 
scale, so a strategic view would 
make sense, one that could 
perhaps focus on critical, high 
revenue products and with more 
backups.

Efforts catering towards new 
drug molecules discovery need 
to be restarted, which could 
begin with a greater push by the 
government in R&D. 

INDIA HAS HIGHEST NUMBER OF USFDA
APPROVED API PLANTS

Source: ANI SYNERGIA FOUNDATION
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In a move that has triggered 
nothing short of a political storm, 
the U.S. Navy has carried out a 

‘freedom of navigation’ operation 
(FONOP) in India’s Exclusive 
Economic Zone (EEZ) without 
securing its permission. According 
to a statement released by the 
Commander of the Seventh Fleet, 
the exercise was implemented 
by the USS John Paul Jones, 
an Arleigh Burke-class guided-
missile destroyer, approximately 
130 nautical miles west of the 
Lakshadweep Islands. 

This operation was purportedly 
undertaken to assert navigational 
rights and freedoms in the Indian 
Ocean. While the statement 
acknowledges that India requires 
prior consent for military exercises 
in its EEZ, it has dismissed the same 
as an ‘excessive maritime claim’ 
violating international law.  

Perceiving the intrusion as an 
‘unnecessary provocation’, Indian 
observers have been quick to point 
out America’s hypocrisy in quoting 
international law, as it has failed to 
ratify the United Nations Convention 
for the Law of the Sea (UNCLOS), till 
date. 

This incident has also brought 
back bitter memories of the 1971 
Bangladesh Liberation War, when 
the Nixon administration had 
infamously deployed its Seventh 
Fleet in the Bay of Bengal to 
pressurise India, as a Pakistani 
defeat in the East became imminent. 

For now, New Delhi has 
downplayed this incident and 
conveyed its concerns to Washington 
through diplomatic channels. 
However, at a time when both sides 
seek to enhance their burgeoning 
strategic partnership and push for 

a rules-based international order in 
the Indo-Pacific, such incidents can 
best be avoided.

STORM IN A TEACUP? 

The recently conducted naval 
exercises are part of a larger FONOP 
programme, established in 1977, 
which involves U.S. naval units 
transiting to disputed areas and 
challenging maritime assertions that 
the U.S. considers to be inconsistent 
with international law. Of late, 
such FONOPs have been primarily 
directed against China’s ‘unlawful 
claims’ in the South China Sea. 
However, even traditional American 
allies like Japan, South Korea and 
the Philippines have not escaped its 
purview. 

Against this backdrop, the recent 
operation conducted in India’s EEZ 
is hardly surprising. Except for 2018 
and 2020, the U.S. has directed a 
FONOP against its South Asian 
partner almost every year of 
the last decade. However, this time 
around, the intrusion has captured 
global attention because of the 
strongly worded and real-time press 
statement issued by the Seventh 
Fleet.  

Up until now, any information 
about routine exercises was 
encapsulated in an end-of-the-year 
‘Freedom of Navigation Report’ 
by the American Department of 
Defence. Since it was released long 
after the exercises were carried out, 
New Delhi was able to gloss over 
these differences and treat FONOPs 
as an unavoidable instrument 
in Washington’s foreign policy. 
Presently, however, the U.S. Navy 
seems to have revised its procedure 
and declared the FONOP almost 
immediately, making it difficult for 
India to stay silent.   

Moreover, the timing of this 
operation has been particularly bad 
for optics. It comes merely days 
after the navies of the two countries 

conducted multilateral drills in the 
eastern Indian Ocean Region with 
France, Japan and Australia. It also 
undermines the goodwill established 
during the first-ever virtual summit 
of the Quadrilateral grouping, 
wherein all member countries had 
articulated a common vision for 
deepening maritime collaboration 
and protecting international 
waterways.  

LEGAL DILEMMA 

Littoral states, seeking to expand 
their writ over a closed sea through 
bigger EEZs, have always been 
resisted by larger maritime powers 
who claim that all international 
waters are open for navigation. 
As can be recalled, during the 
drafting of the UNCLOS, many 
coastal countries had demanded 
the inclusion of a provision that 
required foreign navies to secure 
the consent of coastal states before 
operating in their 200-nautical-mile 
EEZ. However, this was vehemently 
opposed by major naval powers, 
including the U.S.  

Eventually, the final UNCLOS 
made concessions to coastal states 
by conferring on them exclusive 
rights over economic activities 
in the EEZ, even while affording 
the freedom of navigation to all. 
However, it remained ambiguous 
about the provision of prior 
notification by naval units sailing 
into a foreign EEZ. 

While some maritime powers 
interpreted the ‘freedom of 
navigation’ clause as permitting 
unfettered peacetime military 
activity in the EEZ, other coastal 
nations objected to the same, by 
expressing concerns about national 
security and resource sovereignty. 
In fact, countries like India, Pakistan, 
Brazil, Bangladesh and Malaysia, 
while ratifying the UNCLOS, issued 
specific declarations requiring 
foreign military vessels to obtain 

IN STORMY WATERS 
Occasioning a rare fall-out between strategic partners, the U.S. Navy’s much-publicised 
FONOP in the Indian EEZ, off Lakshadweep, has caught New Delhi by surprise
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consent before carrying out activities 
in the EEZ.  

The U.S. intrusion into the 
Indian EEZ off Lakshadweep is of 
additional interest, as it has the 
potential to challenge India’s use of 
‘straight baselines’ for demarcating 
its waters. It is worth remembering 
that straight baselines are lines 
along a coast, from where the 
seaward limits of a state’s territorial 
sea, contiguous zone and EEZ are 
measured. Although the UNCLOS 
has permitted only archipelago 
states to draw straight baselines, 
continental countries like India have 

also staked their claim, based upon 
their island possessions. In fact, New 
Delhi considers a significant portion 
of the sea around the Lakshadweep 
islands as its ‘internal waters’, based 
on the baseline criteria.

STRATEGIC IMPLICATIONS 

With the U.S. navy choosing 
to publicise its FONOP off laksha-   
dweep, India is concerned that 
other regional powers, especially 
the Chinese Navy, may take a leaf 
out of the American book to contest 
its maritime claims. After all, the 

islands are strategically located in 
the Indian ocean, dominating sea 
lines of communications from the 
Persian Gulf to East Asia. While the 
Indian Navy is well-poised to deal 
with such intrusions, the possibility 
of naval stand-offs spiralling out of 
control remains a pressing concern. 

As far as the issue of ‘straight 
baseline claims’ is concerned, it is 
unlikely to be resolved soon, as it 
involves several legal and political 
complexities. However, where inter- 
pretations differ, especially between 
friends and potential allies, it would 
be prudent for parties to arrive at a 
bilaterally acceptable understanding 
of the ‘freedom of navigation’ clause. 
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Assessment

Through its recent FONOP, 
the U.S. appears to be sending 
a message that it does not 
distinguish between strategic 
allies like India and rivals such as 
China in asserting navigational 
freedoms. However, the fact that 
it has never conducted similar 
operations against Australia and 
Canada, despite objecting to their 
‘excessive’ claims, will not go 
unnoticed in policy circles. 

As evident from the domestic 
outrage in India, bilateral ties 
with America will continue to 
be weighed down by historical 
baggage from the Cold War era. 
Although the rise of a belligerent 
China has brought the two sides 
closer and triggered tectonic 
shifts in geopolitical alignments, 
New Delhi will remain wary of 
any neo-colonial designs in its 
maritime sphere.  

India will also not take kindly 
to any comparisons with China, 
whose maritime assertions 
in the South China sea are 
more militarily aggressive. 
Unlike Beijing, which has 
shown a blatant disregard for 
international tribunals, the South 
Asian power prides itself as a 
rules-abiding maritime power, 
which enforces even those rulings 
that go against its favour.  
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POSSIBLE FREEDOM OF NAVIGATION OPERATIONS
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Post-Brexit troubles now haunt 
Northern Ireland, with riots and 
protests across the province 

and Molotov cocktails, bricks, and 
bottles meeting barricades, bringing 
back reminiscences of the ‘Troubles.’  
Primarily, this is due to the new 
Irish Sea border that the Northern 
Ireland Protocol has created during 
Brexit negotiations. Now, goods 
passing through to the Republic of 
Ireland will have to be checked in 
Northern Ireland itself instead of the 
Irish Republic to avoid a hard border 
between the two, thereby honouring 
the Good Friday Agreement.  

This new bureaucratic requi- 
rement has increased political 
tensions within Northern Ireland 
and between the UK and the EU. 
The EU has also launched legal 
action against the UK, stating that 
its unilateral decision to stay the 
checks at the border is a breach of 
international law. Despite a promise 
that there would be no barriers to 
trade between Northern Ireland and 
Great Britain, the checks have led 
to disruptions of food supply and 
online deliveries.

From the UK’s side, Prime 
Minister Boris Johnson has increa- 
singly resisted calls to hold a special 
crisis summit with Dublin to address 
the tensions in Northern Ireland.  

THE PROTOCOL AND ITS 
AFTERMATH 

The protests in Northern Ireland 
stem from many sources. Largely, 
it comes from the Loyalists, who 
wish to remain part of the UK. 
they are infuriated with COVID 
restrictions, especially during a 
recent face-off during the funeral 
procession of a ranking member 
of the paramilitaries. Apart from 
this, there is no clear evidence 

pointing towards a planned and 
organised orchestration of protests.  
However, disruptions have been 
more common in areas infested 
by criminal gangs linked to loyalist 
paramilitaries. 

Under all of this is the fear that 
Brexit could increase the likelihood 
of Northern Ireland leaving the 
UK and joining the EU since the 
UK government is legally bound 
to provide for such a vote if the 
sentiment was strong enough.  

During Brexit negotiations, all 
sides agreed to protect the Good 
Friday Agreement to avoid a land 
border between the Republic of 
Ireland (in the EU) and Northern 
Ireland. Thus, the Northern Ireland 
Protocol was created, which means 
that some European laws continue 
to apply in Northern Ireland, and the 
new Irish Sea border is regulatory. 
After four years of the Protocol, 
the UK is required to give Northern 
Ireland a vote on whether to continue 
with the new trade arrangements. 
Any such agreement would need 
the UK to align with EU sanitary 
and phytosanitary (SPS) rules. Yet 
London has not been keen to go 
down this path, asking instead for 

an “equivalence” model like the one 
between the EU and New Zealand 
where each side acknowledges the 
others’ rules. EU officials point out 
that trade volume with New Zealand 
is much smaller than that between 
the EU and UK, and the New Zealand 
model does not eliminate trade 
friction.  

The Protocol was meant to 
balance the need for border checks 
with a third country (which the UK 
now is to the EU) while respecting 
the Good Friday Agreement. The 
Protocol also places the EU’s 
external border inside the territory 
of a third country. Yet, the EU cannot 
enforce the rules and checks on UK’s 
territory – UK authorities are resp-   
onsible for this. Therefore, the EU 
then has the legal right to demand 
that the Protocol is to be sufficiently 
implemented, but it doesn’t have the 
right to enforce these checks on the 
ground. 

The difficulties currently are 
due to the low threshold for checks 
needed on goods moving from Great 
Britain to Northern Ireland.  There is 
a significant lack of trust between 
London and Brussels, with London 
unilaterally stopping border checks, 
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which the UK has pushed to 1st 
October instead of the earlier agreed 
1st April. It delayed introducing new 
sea border checks on food, parcels, 

and pets and easing the trade in 
horticultural products across from 
Great Britain to Northern Ireland. 
Yet full EU border controls have 

been applied on goods from Great 
Britain going to the EU since the 
1st of January, which has caused 
problems notably for fish producers.  

Tensions also escalated after 
the European Commission tried to 
enforce Article 16 of the Protocol 
to ban EU vaccine exports to 
Northern Ireland. The Commission 
later withdrew the provision, but 
it prompted the Northern Irish 
unionists to ask for suspension of 
the Protocol.

ALL IS NOT WELL WITH GOOD 
FRIDAY 

Northern Ireland has the highest 
proportion of deprivation of the 
twelve UK regions and some of the 
lowest average wages. The DUP 
(Democratic Unionist Party) has  
done little to change this, which 
is another reason for the unrest. 
Also, the UK is not the Republic of 
Ireland’s most significant goods 
export market, although it is a key 
market for Irish food and drink, 
amounting to 34 per cent of food 
and drink exports.  

The protestors’ outlook, per 
reports so far, is to make the 
Protocol unworkable. Border control 
posts were on alert on January 22nd 
after threatening graffiti was found, 
saying, “all border post staff are 
targets.”  

If Stormont (the Northern Ireland 
parliament) rejects the Protocol in 
2024, the EU and UK would have two 
years to negotiate a replacement. If 
the solution is found, the unionists 
would have to live with the Protocol 
until 2026, without any guarantee 
that the new order would be to 
their liking. Additionally, the Good 
Friday Agreement was only partially 
implemented since its creation in 
1998.  In the last two decades, the 
Stormont has not been operational 
optimally due to unionist and 
republican parties refusing to work 
together. It was also absent during 
Brexit negotiations. 

The DUP’s pitch for the Northern 
Ireland assembly next May and 
when Stormont votes in 2024 are 
on the continuation of the Protocol, 
which could mean that instability in 
Northern Ireland is likely to continue.  

BRITONS ARE INDIFFERENT ABOUT NORTHERN
IRELAND LEAVING THE UK

“If there was a referendum in Northern Ireland on its future, would you personally perfer
it to choose to stay in the UK or Leave the UK and join the Republic of Ireland?”

Source: Ipsos MORI/King’s College London SYNERGIA FOUNDATION
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State aid: UK obliged
under Article 10 to notify
Brussels of any state aid
decision affecting trade
with NI - UK must comply with
EU rules
VAT and exports: NI must align
fully with EU VAT laws, and
complete exit declarations
to send goods to
UK - demand incompatible
with “unfettered access” 

Regulation: Northern Ireland is 
obliged to align with rules of EU’s
Single Market. New or amended EU
legislation will also apply in Northern
Ireland

Agri-food: Exports of
“products of animal
origin” such as meat,
fish, shellfish, eggs and
dairy from UK mainland
to NI are subject to
EU oversight

Movement of goods: EU
customs rules apply with no tariffs
or restrictions unless goods are
“at risk” of being moved into EU

1

Goods deemed at risk: EU tariff
applied to Northern Ireland (NI)
trader receiving goods from UK.
If goods stay in NI, UK cab refund
trader. No refund if goods move
to Irish Republic

2

Ports, airports: NI will continue
to enforce EU checks and customs
codes

3

Belfast

1

2
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After Alibaba founder and 
honcho, Jack Ma vanished 
from the public eye last 

year, and the follow-up anti-trust 
investigations fructified on April 
10th with a massive 18.2 billion ($2.8 
billion) fine as he was found guilty 
of various monopolistic practices 
like pressurising dealers to market 
exclusively on its online store, tax 
evasions etc. The decision however 
only drew shrugs from consumers 
who felt it was long due. There have 
been consistent allegations that 
these big platforms turn the heat 
on merchants and dealers, stealing 
consumer data and misusing it.

Concurrently, Alibaba’s lucrative 
fintech affiliate Ant Group’s also 
came under the axe when its IPO 
was abruptly halted as it was being 
considered as a banking entity.

It was a big sweep encompassing 
34 of the largest Chinese tech 
companies with a combined worth 
surpassing the UK’s economy 
(market value was at least US$2.7 
trillion).  They were all being accused 
of abusing their market position to 
coerce merchants to market only on 
their platforms, misuse of customer 
data, tax evasion, shady acquisitions 
and so on. That the whip was being 
cracked was clear from the fact that 
the regulator, State Administration of 
Market Regulation (SAMR), launched 
108 anti-trust investigations last 

year compared to a mere 47 in 
2019, covering a broad swathe of 
industries, including automotive and 
energy.

The crackdown was imminent 
as the Big Tech had been getting 
bolder. Jack Ma went so far as to call 
the financial regulators and central 
bank ‘pawnshops’ while demanding 
reforms in the ‘stifled business’ 
environment. The message to Big 
Tech from Beijing is loud and clear 
– get in line with the CCPs ideals 
instead of drifting towards profit-
driven short-term goals. 

RISE OF MONOPOLIES 

Beijing has so far taken a hands-
off approach in regulating privately-
owned tech companies since they 
helped fuel China’s exponential 
digital economy and encouraged 
innovation and enterprise. 

However, core industries like 
large banks and oil giants remain 
firmly under state control through 
the State-Owned Assets Supervision 
and Administration Commission 
of the ruling State Council (SASAC). 
Of the 98 Chinese companies 
listed in the Fortune 500, only 22 
companies are private. Compared 
to these state-owned companies, 
tech companies are much smaller. 
Sinopec or China Petrochemical 
Corporation had revenue of $369.2B 
in 2020, while Alibaba’s was a mere 
$70.6B as per Forbes. Additionally, 
Chinese companies, while not being 
a global brand, enjoy monopolies at 
home. 

Private companies contribute 
essentially 60 per cent of China’s 
GDP, are home to 70 per cent of 
innovation, and provide 90 per cent 
of new jobs. During the lockdown 
last year, large tech firms benefited 
from a surge in e-commerce while 
smaller businesses struggled. As 
China returns into double-digit 
growth, there is rising resentment 
against these super-rich tech 

companies who profited from the 
pandemic, making them prime 
targets for public and state ire. The 
CCP is determined that they remain 
strictly under the party’s politico-
economic fold.   

The eCommerce-run financial 
system in China has been under 
scrutiny as online loans given by 
internet companies are not subject 
to banking regulations. This has led 
to the growing reach of internet 
companies and their ability to 
dominate the market. Ant Group 
owns Alipay, and aside from being 
the world’s most popular payment 
app with 730 million monthly users, 
it allows consumers to invest and 
secure loans on its platform. The 
government has now put an end to 
its financial services altogether. 

It is a calculated risk by Beijing 
that relies heavily on the business 
generated by its massive State-
Owned Enterprises (SOEs), 
which bring both economic and 
political gains. Private Chinese 
tech enterprises have built up the 
world’s largest and most advanced 
databases. So far, the state has 
refrained from commanding the 
companies to share data. Yet, it is not 
as hard to change laws that enable 
data mining in an authoritarian 
regime, especially of individuals.

THE ANTI-MONOPOLY ACT 

In November 2020, SAMR 
released draft rules that define 
anti-competitive behaviour and 
looks to tackle payment methods, 
price-fixing, predatory pricing, and 
unreasonable trading conditions. 
The rules are underpinned by China’s 
2008 Anti-Monopoly Law (AML) 
to promote domestic industrial 
growth and restrict monopolies 
by state-owned and administered 
entities. The guidelines also apply to 
financial technology and payments 
companies.  

This is not the first time the 

‘BIG BROTHER’ TAKING CHARGE
Big Techs in China are dancing to the music scored by Beijing – tighter regulations and 
billions lost in falling share values overseas – with promises of yet more to come 
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AML has been used to regulate the 
information and communication 
technology sector. The year 2014 
saw China’s State Administration 
for Industry and Commerce (SAIC) 
investigate Microsoft over the use 
of the Windows operating system in 
China. In December, SAMR brought 
together leading tech companies 
and gave them all the same message 
– to stop focusing on short-term 
profits and do more to help China’s 

efforts to become a scientific and 
technological leader.  

THE U.S. VS CHINA’S ANTI-TRUST 
MOVEMENTS 

While the anti-trust movement 
in China is about excessive control 
over monopolies, it does differ from 
other anti-trust debates worldwide. 
In the United States, the focus is 
on improving transparency and 

accountability in the industry, 
yet in China, the motive is to 
strengthen political control over 
large private companies. Chinese do 
it under the garb of “strengthening 
antimonopoly” and “preventing the 
disorderly expansion of capital.” 
However, the actual goal is not 
hard to discern–to assert control 
over the direction of innovation and 
channel the power of large private 
enterprises toward the party’s 
industrial policy goals. 

Additionally, China needs a 
subservient and cowed-down private 
tech sector to operationalise its 
online censorship and surveillance 
apparatus, the world’s most 
sophisticated and stringent. The 
state has embedded cybersecurity 
police units in major internet 
companies to ensure nothing that 
transpires on WeChat, the popular 
app, and other platforms go 
unnoticed.
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Assessment

Bringing fintech giants 
under the microscope is a 
universal phenomenon now.  
Technology has enabled them 
to disrupt conventional financial 
management, which has made 
governments around the world 
wary. However, in a strong closed 
State like China, where power 
is underpinned by economic 
success, losing a financial grip is a 
serious threat beyond economics.  

While lawmakers and regulators 
have praised the push back 
against Big Tech’s overarching 
rule in the West, past efforts, 
and seemingly present efforts, 
to an extent, are sluggish and 
would do little to curb technology 
companies directly. 

In China, the opposite seems to 
be the case, where companies 
have no choice but to bow down 
to the ruling party since they 
are all answerable to it and are 
geographically restricted within 
China only.

TECH’S GREAT LEAP FORWARD
China’s tech companies evolved from startups to giants in  20 years,

outpacing state-owned enterprises.

Market capitalization, in billions

Source: WSJ Market Date Group SYNERGIA FOUNDATION

Tech companies State-owned enterprises

Alibaba

Tencent

Industrial & Commercial
Bank of China

China Construction Bank

PetroChina

China Mobile

$323

$223

$210

$206

$467

$428

CHINA’S INTERNET RULERS
Tencent, Alibaba and Ant Group have invested in a vast array of Chinese

startups spanning realms from social media to online commerce

Source: Bloomberg, CB Insights, Crunchbase, as of Nov 2020 SYNERGIA FOUNDATION

Ranking by valuation, in billions

5.0Hello TransTech

Meituan* $205.6
Pinduoduo* 123.5
Didi Chuxing 62.0

Kuaishou 18.0
NIO* 56.6

Yuanfudao 15.5
Chehaoduo 9.0
China Literature* 7.7
SenseTime 7.5
Zhong An Insurance* 7.3
Ziroom 6.6
Full Truck Alliance Group 6.0
Easyhome 5.8
Lianjia 5.8
WeDoctor 5.5
UBTech Robotics 5.0

WM Motor 5.0
Meizu Technology 4.6
VIPKid 4.5
Face++ 4.0
Xiaohongshu 3.0

Tencent

Alibaba

Ant

Ant Group
is controlled by
Alibaba co-founer
Jack Ma.
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