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A shared disaster, beyond borders & geopolitics

A shared disaster, beyond borders and geopolitics

n Wednesday, August 26, 2026, at
0 approximately 8.44 a.m. Nepal time,
what initially appeared to be a

4. 4-magnitude earthquake struck near the
Nepal-China border. It triggered the collapse of an
enormous glacial slab, which plunged a kilometre
below to the valley floor, resulting in devastating
flash floods. The United States Geological Survey
later confirmed that the seismic activity was, in
fact, the glacial collapse itself and the landslide
(later registered as equivalent to an earthquake
measuring 5.2) rather than by tectonic shifts.
Preliminary estimates suggest that 579 people
have perished in Nepal, with nearly 2,000 people
missing, many of them believed to be foreigners.

Entire villages and towns that this writer has
previously travelled through have been swept
away. Vital infrastructure, such as bridges and
hydropower stations, has been completely
decimated. A staggering 475 megawatts of
generating capacity has been wiped off Nepal's
electricity grid. This may go down as the most
devastating natural disaster Nepal has ever
witnessed.

Nature's fury knows no borders
For Nepal and its two neighbours, India and
China, which ordinarily see themselves caught up
in geopolitical contestations in the country, the
catastrophic force of Mother Nature is a reminder
that the political dimensions of geography are
relevant only insofar as nature does not
intervene, unexpectedly and destructively. The
natural world does not recognise political
boundaries in the same way that the custodians
of nation-states do. China and India both suffered
substantial losses from Wednesday's floods.
Human and property losses continue to mount in
all three countries, including Nepal.

China's Gyirong Port, the largest land trade
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the boundaries
of geopolitics

port in the Tibet Autonomous Region and the
primary gateway between Nepal and China, was
designated an international-standard land port.
An upgrade in August 2017 led to its
transformation, upgrading it from a bilateral
crossing to a fully recognised international
gateway.

Built at a cost of $175.8 million, the port and
the services it provided are now effectively buried
beneath heavy sediment and debris.

Access roads on the Chinese side leading to the
Nepal border, as well as power supplies and local
communication links, have been completely
severed or severely damaged. There are reports
of fatalities on the Chinese side - a number that is
almost certain to rise. There are also reports of
people missing in Tibet's Gyirong County,
including foreign nationals.

The loss of human life for India is tragic, with
the Ministry of External Affairs (MEA) confirming
that Indian nationals are missing or untraced.
Most of them were tourists-cum-pilgrims headed
10 the abode of Lord Shiva at Kailash Mansarovar.
This is a route this writer has travelled on more
than a few occasions. The pilgrims would have
driven from Kathmandu through the lush, rocky
and distinctly narrow river valley to reach
Gyirong Port, before proceeding further upwards
10 the majestic Tibetan Plateau.

Flood fallout for India

For India, the downstream flood threats to its
States have been severe, although the immediate
threat from some of these events may have
passed. Floodwaters reached the Gandak, Kosi
and Ganga rivers in Bihar, prompting authorities
in Patna to go on maximum alert and deploy
large teams, particularly to the Valmikinagar
Barrage and along vulnerable embankments, to
monitor alarmingly high water levels. Riverside

communities were evacuated to safer locations.
Authorities in Uttar Pradesh also went on alert,
with the State's Relief Commissioner tracking
developments in real time, as overflowing rivers
{rom Nepal naturally flow into Indian territory.

Border districts such as Maharajganj and
Kushinagar stepped up emergency surveillance
and deployed emergency personnel. India's
National Disaster Response Force (NDRF)
deployed teams across the Bihar-Uttar Pradesh
border area, New Delhi also activated an
extensive Humanitarian Assistance and Disaster
Relief programme. The Indian Air Force
dispatched more than 47.5 tonnes of emergency
relief material to Nepal, including medical
supplies, rations and tents.

A case for cooperation
All of this underscores how severely this
calamitous event has affected all three countries
Nepal, India and China, The question that
arises, therefore, is how to transcend some of the
parochial features of geopolitics, while by no
means ignoring the compulsions of realpolitik,
and create a feasible framework for collaboration
and coordination.
There is little doubt that Nepal, India and

China will need to effectively address increasingly

unpredictable cross-border natural phenomena
such as the one we have just witnessed. There is
equally little doubt that such events are likely to
recur in the future,

The past few days have underscored the need
to find ways to compartmentalise the harder
political dynamics of the China-India-Nepal
relationship and create space for cooperation
when confronted with events that remind us of
the fickleness of nature, the fragility of human
life, and the physical interconnections that
inextricably link the three countries,
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Economy weathered West Asia shock

Economy weathered West Asiashock.
Now, reform for sustained growth

HEMACROnews overthe
week will elicit some cheer.

a stop-gap
measure to buy time on the ex-
ternal front, is expected to be impressive.
ntly, India’s GDP growth for
ould print ashighas 8 percent
bucking fears the economy was dented by
the Middle East conflict. Strong high-fre-
quency data—autos, credit, exportsand cor-
porate earnings — have been presaging this
outcome fora while
Three factors explain the pick-upand re-
silience through the contl
First, policymakers executed a joint fis-
cal-monetary-regulatory stimulus in 2025

it

Direct taxes were cut in February, GST was
rationalised in September, policy rates
were cut effectively by 150 basis points ac-
mpanied by some regulatory easing in
the financial sector

accelerate, likely underpinned by th
15 per cent depreciation of the real
exchange rate since 2025, a reduction in US
tariffs and resilient global gr

Third, the policy response to the Middle
East conflict was swift and nimble. India
scurried todiversify energy imports —crude
from Russia, LNG from the US and Oman —
to prevent domestic shorntages. Paradox-
ically, India imported 17 per cent more
energythan normal last quarter. Further, the
fisc absorbed the bulk of the oil price shock
toinsulatethe private sector, though thiswill
increase fiscal pressures

The good news: Growth has been
relatively unaffected by the conflict. Thecau-
tionary warning: There is no room f
placency because much of the recent pick-
up is cyclical, induced by tax and
interest-rate cuts and fuelled by strong

¥ comy-

credit. At some point these impulses will
wane, and growth rates will be shaped by the
structural underpinnings of the economy
Perhaps the most important baron
of long-term growth isth estment rate.
Here the news is more sobering. Fixed in

vestment

eter

remains at its decadal average of

vestment and real estate
corporate capex continues to languish
around 10-11 per cent of GDP. Balance
sheets of the top 1,000 listed companies re
veal there was no discernible pick-upin cor-
porate capex in 2025-26. The imperative for
corporate capex tolift is only increasing be-
cause both real estate and public invest
ment have begun to slow. Central capex
underpinned the post-Covid recovery
growing 30 per cent between 2020 and
2023, but then slowed to 11 per cent in 2024
and just L6 per cent in 2025, as last year’stax
cuts cannibalised fiscal space. With the fisc
ing the bulk of the oil shock, central
capex will be under pressure againthis y
Meanwhile, cash tran ondemand pose
a clear and present danger to state capex,
which is nov below nominal GDP.
Whatthen ke for corporate capex
tobre and deepen? Quite simply, more
demand visibility. With capacity utilisation
stuckin the 75-76 percent range overthelast
decade, and ever-increasing Chinese over-
capacity flooding the world, includ-
ing India, it's understandable why
corporates remain ¢
strong, sustained consumption
and export demand will sha
them out of their stupor. It was 16
per cent export growth between
2003 and 2012 that crowded in pri-
vate capex. In contrast, post-pan-
demic private consumption and
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What's needed s for
consumption and export
growth rates torise more
structurally. The former is
inextricably linked tothe

employment challenge in

exports grew at just about 5 per cent, before

What's needed is for consumption and
export growth rates to rise more structur-
The former isinextricably linked tothe
employment challenge. White-collar jobs
ed through GCCs and service exports
been key to urban consumption. But
Al writing is on the wall. Service export
growth (in nominal dollars) has halved to 8
per cent over the last year from 16 per cent
the previous four years. Total employmy
across the major IT firms has been flat. To
be sure, PLFS data show India’s employ-
ment rate is rising, but asignificant fraction
of the new jobs are “self-employed” vis-a-
vis “salaried-jobs™ even though, encourag-

ingly, the mix has improved in 2025. Secto
share of the population working in
jculture, thougt isstill higher
1an pre-pandem

For now, consumption is being fuelled
by credit. Armed with healthy balance
sheets, NBFC lending to households is
growing at 20 per cent and the mentum
of banks’ unsecured personal lending has
risento 25 percent. This comes on the back
ofasharpincrease in household leveragein
recent years. For this not to backfire in the

coming years, accelerating household
incomes are the key
The challenge, however, is more funda-
mental: How can labourbe made a more at-
tractive factor of production vis-a
vis capital in a world of increased
automation and AI? India’s capi-
10 has been rising for
more t decades. Bending
this curve should be ourtop policy
priority. The challenges are new
but the constraints are old: Ramp
up education, skilling, health

nalising labour laws, which

r

push up the cost of labour, directir
fiscal resources to labour-intensive sectors

Exportswill need to complement private
consumption. Ing goods exports have de-
{ined from 17 per cent of GDP a decade ago
to 11 per cent. Policymakers must be com-
mended for not succumbingto export pessi-
mismand sig aslew of FTAs, beginning
to rationalise tariffs and QCOs and allowing
the exchange rate to depr te. But for
India’s exportsto become more structurally
competitive, factors of production will have
to become much more enabling, tariffs and
non-tariff barriers rationalised more deci-
sively, and stifling overregulation slashed
more holistically

Boosting consumption and investment

more structurally is the key to a sustained
private capexcycle. Intum, private capex s
thekeyto crowding in FDI and stabilisir
balance of payments.

A strong cyclical pick-up and a raft of
capital inflows is unambiguously good news
But these should be thought of as a means.
not an end. They provide a bridg B
troubled global waters. They buy India time
to address the structural underpinnir
the economy. The good news: Corporate and
financial sector balance sheets are clea
frastructure is being ramped upand a
ture isina sustained surplus. If we can boost
demand structurally, the next growth cycle
couldbealong

But in a world where Al is sucking up
capital, white-collar jobs are threatened
trade is getting more fragmented and
weaponised, and the global order has
broken down, the ask is only getting more
daunting. The clock is ticking and there is
no time to waste
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UPSC LINK

* PSIR 2025, Paper I1: "Discuss the potential role India can play in
initiating a possible phase of trilateral economic engagement among India,

China and Nepal."

* GS 2025, Paper III: "What are the challenges before the Indian economy
when the world 1s moving away from free trade and multilateralism to
protectionism and bilateralism? How can these challenges be met?"

* PSIR 2024, Paper II: "Discuss the potential role that India could play as
the leader of the Global South 1n realising the goal of establishing a new
international economic order in the 21st century."

* GS 2024, Paper I1I: "Discuss the merits and demerits of the four 'Labour
Codes' 1n the context of labour market reforms 1n India. What has been the
progress so far in this regard?"

* PSIR 2023, Paper II: "Narrate the various ways 1in which rapid
environmental degradation 1s posing a serious threat to human security.
[llustrate your answer with suitable examples."

* GS 2023, Paper I11: "Most of the unemployment 1n India 1s structural 1n
nature. Examine the methodology adopted to compute unemployment in the
country and suggest improvements."
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