
PLAYING WITH FIRE

HOLD BACK THE AGNIPATH GIVEN THE FAILURE TO PUSH IT AS

ANYTHING BUT A COST-CUTTING MEASURE
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All non-officer appointments to the three wings of the Indian armed forces will be

through the Agnipath (literally, the path of fre), the Centre announced on June 14. The

Government has enumerated its reasons for the move that fundamentally disrupts

not only the process of recruitment but also the character of the soldier. Almost on cue,

a section of experts has jumped in praising the move as transformative for the country’s

defence. But many in the defence community and also political observers have not

shied away from expressing their reservations and shock. Youth aspiring to join the

forces are on the streets in protest in several States, and are even turning violent in many

places. With no recruitment in the last two years due to COVID-19, these youngsters

were already frustrated. With modest education and skills, they fear the new process

stalls an accessible escape route from poverty. As opposed to the existing 15 years plus

service followed by lifelong pension, the new recruits, or Agniveers (literally, fire heroes)

will have a four-year tenure including six months of training. Upon completion they

will be given an opportunity to apply for permanent cadre and up to a fourth would be

enrolled as regular cadre. The rest will exit with a tax-free purse of approximately ₹11.71
lakh and return to civil life to aid in ‘nation building’. The process of recruitment will

commence in 90 days with an intake of about 46,000 youngsters.

The Government claims the new scheme will help build a younger, fitter defence force,

with personnel more trainable in the changing technological environment. It says it will

also inculcate military discipline, ethos and skilling as a value addition, improving the

prospects for those who return to civil society. To start with, there will be no permanent

recruitment in the armed forces for the next four years. Critics who include many fellow

travellers of the ruling BJP have raised concerns such as potential damage to operation-

al preparedness given the crises on the borders, with personnel hired for the short term,

trained in a rush and lacking the camaraderie that professional forces possess. If a

soldier’s job is now turned into a contractual employment, it might not motivate

aspirants who hope for job security, pension and honour. The argument that defence

should not be treated as an employment guarantee scheme is rhetorically impressive,

but the fact is that from the manufacturing of arms to the employment of soldiers, the

sector plays a critical role in the economy. For a country like India, where

unemployment remains a major policy challenge, the concerns cannot be dismissed

easily. The Government also faces the very credible charge that this is nothing more

than a cost cutting plan. Considering all this, the Centre must put the plan on hold and

revisit it in consultation with political parties, and a wider range of experts.



BUBBLE IN THE AIR

WITHOUT REGULATION OF CRYPTO CURRENCIES, RETAIL

INVESTORS WILL HAVE NO PROTECTION FROM SCAMS
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The crash in the price of cryptocurrencies is a timely reminder to retail investors to stay

far away from this highly speculative asset class. Bitcoin, the most popular

cryptocurrency, has lost over two-thirds of its value since its peak in November last year

and has wiped out many retail investors. Other cryptocurrencies have witnessed even

larger losses with some (Luna) plunging to zero. The current crash was a long time in the

making. Cryptocurrencies were initially touted to be alternatives to fat currencies.

Since the supply of a lot of cryptocurrencies is limited by design, investing in them

seemed like a good way to protect one’s wealth from inflation fuelled by central

banks. But as it became obvious that cryptocurrencies have had very little acceptance as

money, crypto-enthusiasts began to argue a slightly different case. Cryptocurrencies

were now touted as an independent asset class like gold and silver that could serve as

an effective hedge in times of crisis. The crash in the crypto market amidst wider market

correction has put to rest the argument that crypto, as an asset class, is as good a hedge

as precious metals. There is little reason to believe that cryptocurrencies possess any

intrinsic value that can make them serve the role of widely accepted money or

as a legitimate asset class such as precious metals.

The acceptability of cryptocurrencies in the wider economy has remained minuscule

and there are no signs of their use for purposes other than wild speculation. But the only

tailwind that has kept cryptocurrencies rallying despite concerns about their

fundamental or intrinsic value has been the climate of easy monetary policy adopted by

central banks. Easy money from central banks fuelled the rise of a get-rich-quick

industry that depended on selling to a greater fool. Just as Internet stocks and tulip

bulbs were the hallmarks of liquidity-fuelled bubbles in the past, cryptocurrencies are

the leading symbol of the current bubble in markets. But perhaps the biggest threat to

their prospects has been an existential one. Governments and their central banks have

been largely unwilling to recognise cryptocurrencies as a legitimate investment assets.

They are also unlikely to recognise private cryptocurrencies as they infringe on the state’s

fiscal and monetary authority. Moreover, this hostile attitude is at least partly to blame

for the shady nature of the crypto industry at large. Retail investors looking for quick

market gains have had to plunge into an unregulated space marked by scams and

other pitfalls in the absence of a legal environment that can protect investor interests.

So, regardless of the investment prospects of cryptocurrencies, a proper regulatory

framework may help in protecting retail investors, at least from outright scams.


