
Rethink Chinese investment

Middle powers across the world are reexamining their economic relations with 
China. The Prime Ministers of Canada and the United Kingdom, and the President 
of France recently visited President Xi Jinping, hoping to reset relations. The Euro-
pean Community is struggling to balance the dangers of opening up its markets to 
Chinese goods and the need to keep Chinese companies in its supply chain. Much 
is expected as well of American President Donald Trump’s trip to Beijing in a few 
weeks. In this context, it is vital that India also once again examine the costs and 
benefits of its current strategy about Chinese investment, most often associated 
with the so-called Press Note 3, which was issued in 2020. The strict restrictions on 
all inbound investment from countries with which India shares land borders, out-
lined in Press Note 3, have since been somewhat relaxed. But it is precisely the ad 
hoc nature of this relaxation that suggests it is time for a more comprehensive 
review of India’s strategy in this domain. 

The government has proved willing to relax the requirements for certain  
companies and ecosystems. One major example of this is mobile manufacturing 
and, specifically, the vast constellation of subcontractors, component suppliers, 
and design shops surrounding Apple Inc’s interests in the Pearl River delta in China. 
When Apple made it clear that its plan to make in India would not happen without 
the availability of many of its contractors in China, various instances of case-specific 
loosening of the rules were reportedly indulged in. But this cannot be a plan. For 
one, the government is not in the best position usually to pick long-term winners 
— whether a particular industry or, for that matter, companies within an industry. 
The second reason is that it entrenches a major differential between the largest com-
panies in any sector, which will be able to lobby for exemption, and smaller enter-
prises. When it is the latter that provide much economic dynamism, support much 
of the workforce, but are also excluded from global supply chains, policy should not 
be brought in to disadvantage them. 

The broader logic of Press Note 3 must also be scrutinised, given the experience 
over the years. What does it mean to rule out investment from China? The problem 
obviously is the state-entangled capital that comes from the mainland. But why 
should Taiwan and even Hong Kong, which serves as a major entrepot for global 
capital to Asia, be included? How is Singapore, which carries a great deal of capital 
from the mainland to the world, be less dangerous than Hong Kong? Further, who 
can tell whether non-Chinese companies are in fact Chinese? Do European subsidi-
aries of Chinese companies, or European companies partially owned by Chinese 
capital, count as any less dangerous? These are all difficult questions, the answers 
to which are both empirical and dynamic. They depend upon other  
countries’ choices as well as India’s. 

India has been particularly slow in developing a coherent strategy for its  
economic security, such as has been worked on for a decade by Australia, Japan, 
and others. It is important that New Delhi identifies the specific sectors it views as 
strategic, and what means might be used by hostile actors to undermine those sec-
tors. A broad sense of possible hostility rather than just “land neighbours” must be 
taken into account. A comprehensive negative list for such investment is overdue.

French connections

Less than a month after India and the European Union (EU) signed a long-awaited 
“mother of all trade deals”, New Delhi significantly expanded its ties with the EU’s 
second-largest economy, France. The convivial optics of French President Emma-
nuel Macron’s meeting with Prime Minister Narendra Modi — Mr Macron jogging 
down Marine Drive and sharing a photo of a car ride with Mr Modi labelled “Jai 
Ho” — were matched by potentially game-changing agreements to further India’s 
manufacturing capabilities in defence. This significant expansion of cooperation 
upgrades the strategic partnership between the two countries to a “Special Global 
Strategic Partnership”. Key to these closer bilateral ties is a series of joint ventures 
such as that between aerospace major Safran and public-sector Bharat Electronics 
Ltd to make HAMMER (Highly Agile Modular Munition Extended Range) preci-
sion-grounded ground-to-air weapons and the inauguration of the H125 final 
assembly line, which is a helicopter-manufacturing facility, the first of its kind, 
between Tata Advanced Systems and Airbus. France is also reportedly consider-
ing the purchase of India’s Pinaka multiple rocket-launcher system. 

Deeper foundations for closer cooperation and technology transfer, however, 
rest on the details of the potential $40 billion deal for India to buy 114 Rafale fighter 
jets, which the Defence Acquisition Council approved just ahead of Mr Macron’s 
three-day visit. Being India’s largest ever defence deal, it is expected to augment 
its under-strength squadrons and reduce the Indian Air Force’s fighter-aircraft 
diversity. This deal is in addition to the 26 Rafale-Marine fighter jets that India con-
tracted to buy last year and the 36 Rafale fighters bought in 2016. Though much has 
been made of the fact that India’s order will strengthen Rafale manufacturer Das-
sault Aviation’s global market presence, the deal, which is expected to be signed 
over the next few months, is expected to play a role in furthering the government’s 
“atmanirbhar” manufacturing philosophy. With a significantly increased number 
of these aircraft to be built domestically and with a 30 per cent indigenous content, 
this deal is expected to involve private-sector manufacturers in a major way, mark-
ing a significant shift from the earlier focus of restricting technology transfer only 
to state-owned enterprises such as Hindustan Aeronautics Ltd. 

These deals further the Horizon 2047 road map on the bilateral relationship 
adopted in 2023, the 25th anniversary of the strategic partnership, when a contin-
gent of Indian soldiers famously marched down the Champs-Elysees to the strains 
of Sare Jahan Se Accha. A range of other collaborative arrangements — for scien-
tific and AI innovation, critical minerals and metals, startups, health, skilling and 
so on — rounds off a visit that has proved mutually beneficial to both countries, 
especially given their complex relations with China and the United States. Coming 
soon after the mid-January visit of German Chancellor Friedrich Merz, leader of 
the EU’s largest economy, Mr Macron’s visit has signalled an important shift in the 
tonality of diplomatic engagement as both sides negotiate the fine print of the 
Indo-EU free-trade agreement. At a time when India is also engaged in hard bar-
gaining with the US over the nitty-gritty of a bilateral trade agreement, the support 
of the EU’s most consequential economies, too, could prove invaluable.

Positive military cooperation strengthens ties

India needs a new strategy

The Supreme Court’s judgment of February 13, 2026, 
in the State Bank of India versus Union of India funda-
mentally reshapes the interaction between state and 
market. The court has ruled that spectrum is a natural 
resource held in public trust, and the right to use it 
does not form part of the insolvency estate of a telecom 
service provider (TSP). This ruling effectively places 
the most valuable asset of a TSP beyond the reach of a 
resolution plan. The likely consequence is the liquida-
tion of stressed TSPs and the fragmentation of the 
insolvency framework, contrary to legislative design. 

Though grounded in high constitutional concerns 
over natural resources, the ruling rests on a conceptual 
overextension. The Public Trust 
Doctrine (PTD) is applied without 
sufficient regard to the evolution of 
the modern regulatory state and 
market economy. If extended across 
sectors, the reasoning could exclude 
from the insolvency estate all 
licensed natural resources and 
associated usage rights, thereby 
driving stressed, licence-dependent 
enterprises into liquidation. 

The PTD emerged to protect 
communal access to resources such 
as air and water, as a check against the privatisation of 
the commons. Its application to telecommunications, 
however, requires greater nuance. In this sector, the 
state has translated the PTD into a detailed statutory 
and contractual framework of auctions, licences, and 
contracts. That framework explicitly permits the allo-
cation, trading, and transfer of spectrum-usage rights. 

When the state auctions spectrum, it does not 
abandon the public trust; it operationalises the use 
through market mechanisms. A sovereign resource is 
converted into a regulated, tradeable economic 
entitlement, juridically embodied in the licence. For 
the Insolvency and Bankruptcy Code (IBC), 2016, it is 
this statutory-contractual construct that matters, not 
the doctrine in abstraction. 

The judgment does not fully distinguish between 

sovereign ownership of spectrum and the contractual 
licence conferring the right to use it. These operate at 
distinct juridical levels. Spectrum remains vested in 
the state at all times, while the licence is a statutorily 
recognised intangible right, acquired for valuable con-
sideration. Though a derivative of sovereign resources, 
it has clear commercial attributes. In accounting and 
economic terms, the money paid to acquire the licence 
exits the balance sheet and is replaced by an intangible 
asset of corresponding value. 

The ruling effectively extends the PTD across the 
entire value chain, treating the non-proprietary char-
acter of the spectrum as determinative of the non-

asset status of the licence. Once the 
state grants a licence subject to 
defined conditions, the resulting 
rights and obligations are governed 
by that framework. Banks and finan-
cial institutions lend money to TSPs 
secured against these licences; that 
security ought not to be diluted by 
invoking the PTD. Likewise, a con-
sumer purchasing a telephone con-
nection engages in a commercial 
relationship with the TSP; that rela-
tionship cannot be unsettled by 

recourse to the PTD. 
The judgment conflates resolution with liquida-

tion. In liquidation, assets are sold, and the proceeds 
are distributed in accordance with the priority rule; 
third-party assets are rightly excluded. A licence, how-
ever, is central to revenue generation, and transfer-
able, subject to conditions. A resolution plan rescues 
the corporate debtor as a going concern. It does not 
appropriate or sell spectrum; nor does it extinguish or 
recreate the licence. It allows its continued use by the 
same entity, subject to regulatory approval. There is 
only a change in control of the licensee, while the regu-
latory relationship endures. 

At a broader level, the ruling raises concerns about 
the interactions among special statutes. The sugges-
tion that telecom law must override insolvency law 

because spectrum is a special resource overlooks a 
settled principle of interpretation: Where two special 
laws operate in distinct domains, courts must prefer 
harmonious construction over implied exclusion. 

Telecom regulation and the IBC address different 
dimensions of the same economic reality. Telecom law 
governs access to spectrum, licensing conditions, 
technical standards, and regulatory compliance in 
respect of a scarce public resource. The IBC governs 
financial distress, capital reallocation, and enterprise 
reorganisation. One regulates the resource; the other 
restructures the user. Their objectives are distinct yet 
complementary. 

There is nothing in telecom legislation to suggest 
that licensed entities are insulated from insolvency 
resolution. Nor does the IBC purport to dilute sover-
eign ownership or licensing control. On the contrary, 
the Code preserves regulatory approvals and condi-
tions. The interpretive task, therefore, is to ensure that 
each operates within its sphere without frustrating the 
object of the other. 

To elevate spectrum into a category so exceptional 
that it displaces the insolvency regime risks fragment-
ing a framework designed to operate uniformly across 
the economy. Horizontal market laws — securities 
regulation and competition law — apply across  
sectors. Insolvency law is no different. Its role as a 
system-wide mechanism for efficient resource  
allocation would be undermined if regulated indus-
tries were effectively carved out by implication. 

The IBC is a mechanism for resource reallocation. 
A distressed TSP is, by definition, an inefficient user of 
capital and resources. A resolution plan enables the 
transfer of control of the enterprise and the licence it 
holds to a more capable operator. In doing so, the IBC 
advances, rather than undermines, the objective of 
efficient spectrum use. Telecom law continues to 
govern technical regulation and licensing conditions; 
the insolvency law addresses the stress of the licensee. 

Mature insolvency jurisdictions recognise this 
equilibrium. They allow the continuation of regula-
tory licences through a resolution plan, subject to 
regulatory approval. Because preventing such con-
tinuation destroys enterprise value and risks leaving 
critical resources idle. If a licence cannot survive res-
olution, liquidation follows: Spectrum remains 
unused for a period, generating neither revenue for the 
state nor services for consumers, which is inconsistent 
with both insolvency and telecom laws. 

The issue, therefore, is not one of choosing between 
constitutional fidelity and commercial pragmatism 
but of harmonising two special regimes so that each 
operates within its legitimate sphere. The PTD safe-
guards sovereign ownership and public interest in 
natural resources.  

Elevating PTD into a bar against economic reor-
ganisation risks turning a doctrine of stewardship into 
one of exclusion. A coherent legal order must allow 
sovereign control over spectrum to coexist with an 
effective resolution regime so that public resources 
remain protected, markets remain predictable and 
viable, but stressed entities are rescued. 
vvvvvvvvvvvvvvvvvvvvvvvv 
The authors are, respectively, fellow at the  
Insolvency Law Academy and an assistant  
professor at National Law University, Delhi

The Economic Survey this year makes an unusually 
blunt admission about the country’s urban trajectory: 
India is “already deeply urban in economic terms”, yet 
its urban story is one of “unfinished promise”. The 
promise, in the Survey’s telling, is agglomeration or the 
productivity gains that come when people and firms 
cluster in dense spaces. The unfinished part is that 
India has achieved population scale in and around its 
biggest cities without converting it proportionately 
into productivity and livability. This framing also 
moves the debate beyond clichés about metros being 
either “engines of growth” or “urban disasters”. It raises 
a more technical question: Under what conditions does 
density translate into productivity?  

Urban economics has long argued 
that proximity generates value. Alfred 
Marshall pointed to labour pooling and 
supplier networks; Jane Jacobs empha-
sised cross-sector learning; and Edward 
Glaeser described cities as “idea 
machines”. Empirically, doubling city 
size is often associated with productivity 
gains of 3-8 per cent in advanced econ-
omies, sometimes higher in developing 
ones when infrastructure and institu-
tions align. The Survey cites global meta-
analysis, suggesting that in India, 
doubling city size can increase produc-
tivity by nearly 12 per cent under sup-
portive conditions, highlighting how significant 
unrealised gains may be. 

India should, in theory, be well placed to harness 
these gains. Its service-sector clusters are globally vis-
ible. Gurgaon, once a peripheral extension of Delhi, is 
now a dense concentration of multinational offices, 
global capability centres, and fintech firms. It exemp-
lifies localisation economies, where firms cluster to 
access shared talent, suppliers, and network effects. 
Yet it also reveals the limits of uncoordinated agglom-
eration, with high-rises outpacing drainage systems, 
congestion intensifying, and infrastructure lagging 
behind. The productivity premium is real, but the ero-
sion of what economists call “effective density” 
exposes the fragility beneath it. 

Urban India accounts for over 60 per cent of gross 
domestic product (GDP) and is projected to approach 
70 per cent by 2030-36, with the population nearing 
600 million. Yet fiscal empowerment has not kept 
pace. Cities raise less than 0.6 per cent of GDP in own 
revenues, and property-tax collection remains around 
0.15 per cent, far below global benchmarks. This 
imbalance limits reinvestment in productivity-
enhancing infrastructure. The Survey underscores the 
tension: Cities drive growth but lack fiscal autonomy 
and coordinated metropolitan governance. Land-use 
rigidities and restrictive floor-space norms push 
expansion outward. Infrastructure cannot compen-
sate for weak institutions. 

Wage elasticity with respect to  
density appears modest compared to 
advanced urban systems, suggesting 
India’s density is not yet fully  
“productive density”. Congestion, 
informality, fragmented planning, and 
uneven service delivery weaken the 
transmission — from clustering to 
higher wages. This helps explain why, 
despite India’s scale, its cities struggle 
to function as hubs of global produc-
tion, logistics, and knowledge, in the 
way New York, London, Shanghai, or 
Singapore do. While global cities com-
pete, those in India often operate 

within state-led administrative frameworks. 
India’s newer mid-sized cities are urbanising with-

out yet being overwhelmed. Coimbatore, Indore, and 
Ahmedabad show how diversified manufacturing and 
service clusters can thrive at lower congestion levels. 
These cities retain shorter commute times and more 
flexible land markets. “Ease of living” assessments 
cited in the Survey show several Tier-II cities outper-
forming larger metros on service delivery and livabil-
ity, suggesting agglomeration benefits are internalised 
more effectively when scale matches planning capac-
ity. Financing mechanisms like the Urban Infrastruc-
ture Development Fund and the newly announced 
Urban Challenge Fund aim to strengthen infrastruc-
ture before stress accumulates. 

International experience suggests that once coun-
tries reach India’s scale, growth rarely remains con-
centrated in a single metropolis. Germany’s 
distributed industrial hubs and China’s cultivated 
Tier-II clusters illustrate how polycentric systems can 
sustain agglomeration without overloading one core. 
The literature on economic geography describes this 
as networked agglomeration: Productivity sustained 
across interconnected nodes rather than a single 
dominant city. For India, this is fundamentally a com-
petitiveness question. National productivity, export 
dynamism, and innovation intensity are increasingly 
city-driven. If urban systems underperform, national 
competitiveness follows suit. 

It is not the policy implication to dilute metros but 
to deepen and diversify urban systems. Land must be 
treated as a productivity variable, with housing near 
jobs raising effective density, while empowered city 
governance and clearer fiscal authority improve coor-
dination. The Survey recommends statutory spatial 
plans and a transit-linked floor-space index to reduce 
discretion, alongside pre-emptive Tier-II investment. 
There is also a climate dimension: Extreme heat and 
flooding impose productivity losses, and universal 
sewerage and service coverage will require investment 
running into lakhs of crores by 2047. Urban resilience 
is, therefore, not peripheral to competitiveness; it is 
central to sustaining the agglomeration premium. 

India’s urban trajectory, then, is not a story of 
agglomeration failing. It is a story of agglomeration 
operating below potential. The country has achieved 
scale. The challenge is converting that scale into sus-
tained productivity and global competitiveness. If 
policymakers internalise one idea, it should be this: 
Density does not automatically create dynamism; 
institutions do. Cities succeed when mobility is 
reliable, land is flexible, governance is coordinated, 
fiscal systems are credible, and environmental risk is 
managed. Where those conditions hold, agglomer-
ation generates innovation and wages, and positions 
cities as genuine nodes in global economic networks. 
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X: @kautiliya. With inputs from Meenakshi Ajith

The National Green Tribunal’s (NGT’s) 
decision to quash a batch of petitions 
questioning the environmental clear-
ance granted to the Great Nicobar Island 
Development Project exposes the gap 
between institutional definitions of 
environmental safeguards and the  
reality on the ground. 

While the NITI Aayog’s plan to  
construct a transshipment terminal, an 
airport, a power plant, and a new town-
ship has the blessings of the NGT, a col-
lection of essays and interviews titled 
Island on Edge, edited by Pankaj Sekhsa-

ria, interrogates the environmental ethics 
of the project. It urges readers to wake up 
and take notice of the massacre waiting to 
be set in motion, thanks to an anthropo-
centric mindset that views forests as an 
obstacle rather than a living ecosystem. 

In the titular essay of this collection, 
Mr Sekhsaria, an associate professor at 
Indian Institute of Technology (IIT) 
Bombay’s Centre for Technology Alter-
natives for Rural Areas, who has written 
extensively about the Andaman and 
Nicobar Islands, points out that “a mass-
ive 130 square kilometres of largely pri-
mary tropical rainforest” will be cleared 
to bring this project to fruition. Esti-
mates about the number of trees that 
will be cut vary from 8,65,000 to 9,64,000 
to 10 million. One wonders how a 
country that celebrates the Chipko 
movement, an eco-feminist revolution, 
can allow this potential ecocide. 

It is hard not to think of Gieve Patel’s 
poem “On Killing A Tree”, that staple of 

Indian school textbooks, while trying to 
wrap one’s head around these alarming 
statistics that frame deforestation as 
violence. Patel writes, “It takes much 
time to kill a tree,/ Not a simple jab of the 
knife/ Will do it. It has grown/ Slowly 
consuming the earth,/ Rising out of it, 
feeding/ Upon its crust, absorbing/ 
Years of sunlight, air, water,/ And out of 
its leprous hide/ Sprouting leaves.” 

Marine scientist Rohan Arthur and 
wildlife scientist T R Shankar Raman’s 
essay “An Obit for Patai Takaru” draws 
attention to the ideological tensions 
between environmentalism that is 
rooted in stewardship and resistance, 
and a bureaucratic green agenda that 
advances development priorities at the 
cost of climate goals. These scientists 
argue that the Environmental Impact 
Assessment “fails to recognize that 
deforestation of mature tropical rainfor-
ests can release as much as 650 tonnes of 
carbon dioxide per hectare, or over 4.3 

million tonnes of CO2 by 
deforesting 6,599 hectares, 
which is equivalent to burning 
over 1.6 billion litres of diesel.” 

Also worth noting is their 
insistence that the forests 
have survived so far due to the 
traditional ownership and 
conservation of the Great 
Nicobarese, the original 
inhabitants who call their 
island “Patai Takaru”, and the 
Shompen, a tribal group with 
a population of around 250. 

“To ‘compensate’ for the 
environmental destruction, 
the government announced 
the creation of three sanctu-
aries for displaced leatherback 
turtles, corals and Nicobar megapodes on 
Little Nicobar, Meroe and Menchal 
Islands,” writes journalist Leesha K Nair, 
in her essay “20 Christmases After the 
Tsunami”. She punctures the jubilation 
around proposed sanctuaries as they are 
to be set up on the ancestral lands of 
tribals without any consultation with 

them. Her essay shows that a 
technocratic view of how envi-
ronmental damage can be 
offset worsens the problem 
instead of finding a remedy. 
Apart from the soil, democracy 
gets eroded in the process. 

Ajay Saini, assistant profes-
sor at IIT Delhi’s Centre for 
Rural Development and Tech-
nology, deepens this conversa-
tion by spelling out the 
ecological wisdom that lies at 
the heart of how the Nicoba-
rese relate to their surround-
ings. Mr Saini, an 
anthropologist working in the 
region, notes, “To the Nicoba-
rese, nature is not to be tamed 

or exploited. As a sentient, intercon-
nected being, it listens, watches and 
responds.” This is not to be dismissed as a 
folk belief, but welcomed as an ontologi-
cal framework to reflect on how shallow 
the modern understanding of sustain-
ability is. 

That said, academics and activists 

need to acknowledge India’s strategic 
interest in the islands. In an interview 
included in this book, Admiral Arun  
Prakash, former Navy chief and former 
head of the joint command of the Army, 
Navy, Air Force and Coast Guard in the 
Andaman and Nicobar Islands, says that 
the danger of China occupying these 
islands is far-fetched. “The nearest  
Chinese naval base, in Hainan, is about 
3,000 miles away. Moreover, they’ve got 
many other problems at their doorstep 
that they need to worry about; like 
Taiwan, for instance.” 

Going by our history, to underesti-
mate China may not be in India’s best 
interest. It remains to be seen how India, 
which is reportedly investing close to 
~81,000 crore in this project, will secure 
itself as an international power, while 
also honouring environmental expertise 
and deep-rooted  cultural narratives that 
view nature as sacred. 
vvvvvvvvvvvvvvvvvvvvvvvvvvv 
The reviewer is a journalist, educator 
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