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OPINION

India’s new Prime Minister, Na-
rendra Modi, won a decisive man-
date from an electorate yearning
for effective leadership. His gov-
ernment’s first budget due out
next week will be an important in-
dicator of how forcefully Mr. Modi
intends to translate this mandate
into actions to put India’s econ-
omy back on track.

Of course, despite his clear
mandate, Mr. Modi will not have a
free hand to impose reforms by
decree. He is constrained by a
democratic system of government
and accountability to the elector-
ate. Hence, both the strategy and
the specifics of reform will be
crucial to making the program a
success.

A key priority is to signal
greater fiscal discipline. High lev-
els of public deficits and debt, ex-
acerbated by wasteful subsidies

and an inefficient tax system,
have created many market distor-
tions and contributed to high in-
flation. Populist sops have also re-
duced resources available for
expenditure on infrastructure, ed-
ucation and other areas that could
boost long-term productivity.

The government needs to com-
mit to long-term fiscal discipline.
It should move aggressively to re-

duce fuel subsidies, implement a
goods and services tax, and step
up the pace of privatization of
state enterprises. These measures
would not only improve the fiscal
position of the government but
also enhance overall economic ef-
ficiency by shifting the focus
away from purely redistributive
policies.

It will also be helpful to signal
that the government will not look
for easy targets, such as foreign
firms, to raise revenues by chang-
ing the rules whenever conve-
nient. Policy certainty is as impor-
tant for domestic investors as it is
for foreign ones.

Mr. Modi needs a narrative
that highlights the broad benefits
of reforms. A major stumbling
block to reforms in emerging mar-
ket economies is the view, often a
legitimate one, that such reforms
largely benefit the economic and

political elite.
A clear narrative will be espe-

cially relevant for major reforms,
such as those to increase labor
market flexibility. Rigid labor laws
that make it difficult to fire work-
ers or shut down loss-making
firms have hurt job growth and
the competitiveness of India’s
manufacturing sector. It is impor-
tant to communicate that freeing
up the labor market is essential
for generating high-quality job
growth that will benefit India’s
population rather than just indus-
trialists and entrepreneurs.

The rhetoric surrounding re-
forms is particularly crucial in de-
termining their political fate in a
democracy. Mr. Modi could build
support for his agenda by taking a
frontal stand against public cor-
ruption, which has not only hurt
economic efficiency but also de-
prived the poor of many benefits

from economic growth.
Mr. Modi should also signal a

willingness to embrace globaliza-
tion with open arms. Reducing
barriers to trade in goods and
services and easing barriers to
foreign investment would create
more choices for consumers and
more sources of financing for
firms. Although increasing open-
ness to foreign trade and capital
has some risks, there can be large
indirect benefits if the process is
managed well. Namely, it could
push domestic firms and financial
institutions to up their game.

The budget should provide a
down payment on reforms to help
generate momentum. No one ex-
pects miracles overnight but ac-
tions are as important as words in
building credibility on reforms.

Consider the actions of central
banker Raghuram Rajan. On his
first day in office, Mr. Rajan an-
nounced a set of financial sector
reforms and signaled that there
was more to come. Soon after, de-
spite protests from industry, he
raised policy interest rates. This
made it clear that controlling in-
flation would be the first priority
of the central bank and that he
would not back down from this
objective. This combination—a
quick start on implementing re-
forms and a commitment to de-
liver on the central bank’s core
mandate—fended off market pres-
sures and helped turn around sen-
timent about the economy’s pros-
pects during a difficult period.

Fighting inflation should be a
priority for the new government
since persistent high inflation can

quickly erode its support. It can
bolster the Reserve Bank of In-
dia’s actions by emphasizing sup-
ply-side measures that boost in-
vestment and productivity. The
supply and distribution of food, in
particular, needs improvement
through reforms of agricultural
and land policies.

The budget should contain a
clear message supporting the cen-
tral bank’s efforts to free up fi-
nancial markets and develop
broader sources of financing, es-
pecially corporate bond markets,
to meet India’s needs for long-
term finance. Another RBI goal is
to promote access to the formal
financial system. Support from
the government for this will tie in
to the broader message of inclu-
sive reforms as it will help spread
the benefits of reforms more
broadly through the population.

On the national stage, the com-
plexity of the challenges Mr. Modi
faces and the level of opposition
to reforms will be far higher than
at the state level. To be success-
ful, he will need an iron will and a
plan of action that involves
quickly plucking low-hanging fruit
but also getting started on more
fundamental reforms. To deliver
what India’s electorate is hoping
far, a well thought-out strategy
will be as important as knowing
what needs to be done.

Mr. Prasad is a professor in the
Dyson School at Cornell Univer-
sity, a senior fellow at the Brook-
ings Institution, and author of
“The Dollar Trap” (Princeton,
2014).

Narendra Modi lights a lamp and gets down to setting policy.
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Keys to Successful Reform in India
BY ESWAR PRASAD

A former colleague with whom
I served in the coalition forces in
Iraq recently sent me one of the
slick YouTube productions by the
Islamic State of Iraq and Syria, or
ISIS, now rampaging through the
country. I was extremely reluctant
to watch the video by this al Qaeda
spin-off. I was already depressed
about the chaos in Iraq, given how
much effort my colleagues and I
spent with Iraqis after 2003 at-
tempting to forge the great demo-
cratic experiment in the Middle
East.

As the video of jubilant ISIS
members extolling their bloody
conquests slipped by, I began to
fast forward to get through the
madness, but I froze when I saw
ISIS thugs attacking captured
Iraqis. Many of the men being
taunted, tortured and killed were
leaders of the Sahwa, the Sunni
militants who once fought against
the American military and the
Iraqi government before they real-
ized that their bigger enemy was
al Qaeda and joined us in the fight.
U.S. forces, grateful for their sup-
port, dubbed them Sons of Iraq.

The Sahwa’s decision to ally
with us was the primary contribu-
tor to the calming of central Iraq
from 2007-09. Without the Sahwa,
I suspect the outcome of the
vaunted military “surge” would
have been vastly different. The
number of Iraqis in the Sahwa
movement grew into the tens of

thousands, as U.S. forces’ outreach
to small groups of armed men
evolved into larger circles of fam-
ily members, friends and tribal
groups.

Working with the Sahwa in a
sense became a two-way aid pro-
gram. The coalition delivered small
monthly payments in return for
the much larger dividends of
safety for U.S. soldiers and the
Iraqi civilian population.

What to do about the Sahwa in
the long term was complicated. In
2007-08, I was part of a small of-
fice in Baghdad chartered to work
with representatives of Prime Min-
ister Nouri al-Maliki on how to
reconcile with the Sahwa and inte-
grate them into Iraq’s post-surge
environment. We understood that
unless the Sahwa and their Sunni
support base could be integrated
in mainstream Iraq, our battle suc-
cesses would be short-lived.

The dilemmas were immense.
First, the movement was almost
exclusively Sunni while the gov-
ernment in Baghdad and its politi-
cal support mechanisms were
largely Shiite. Second, while the
Sahwa had “reconciled” to a large
degree with the U.S. by turning
against al Qaeda, it had not made
such a commitment toward the
Iraqi government, which many
Sahwa saw as an agent of Iran. For
its part, the Iraqi government
viewed thousands of armed Sunnis
as a strategic threat (this view has
not diminished). Most of Iraq’s se-
nior security leadership wanted no

part of any militia, Sahwa or oth-
erwise.

Still, the goal of our office was
to find ways to foster life after the
fight with the Sahwa fully embed-
ded in Iraq, including in its secu-
rity services. This is what we told
the Sahwa and their U.S.-com-
mander counterparts who were
trying to manage Sahwa fears and
expectations. This is why I froze
while watching the ISIS lunacy on
YouTube. We, the United States of
America, had made the Sahwa and
their Sunni popular base a promise,
a moral commitment, when they
took up the fight beside us begin-
ning in 2007. We told the Sons of
Iraq that we would work out the
operational mechanisms with the
Iraqi government and not leave
them twisting in the wind. We
made this promise time and again
all over Iraq.

The coalition’s payment pro-

gram for the Sahwa necessitated
gathering personal identification
data on every member, close to
100,000 names; continuing the
payments was going to be under
the obligation of the Iraqi
government after the coalition
turned over governing authority to
Baghdad. I remember when we de-
livered the database to Prime Min-
ister Maliki’s office. The rest is his-
tory. He never attempted to fulfill
his part of the bargain. Instead,
the Sahwa were dismembered
piecemeal, including extrajudicial
killings, internment and expulsion
from Iraq. After U.S. forces with-
drew from Iraq in 2011, U.S. diplo-
mats sat idly by behind concrete
walls.

A couple of years ago I was in
Amman, Jordan, and was invited to
meet with one of the Sahwa leaders
we had worked closely with in
western Baghdad. When I entered

the home arranged for our meeting,
he had his hands in his pockets and
his countenance was not one of see-
ing a long-lost friend. Staring at me,
he pulled his hands out of his pock-
ets and dumped two handfuls of
military-unit coins—decorated with
logos of various U.S. units—on the
table. The coins represented me-
mentos of appreciation from vari-
ous American commanders the
Sahwa leader had worked with.
Now they crashed onto the table
and several fell to the floor. He said:
“What good are these now?”

I had no answer then and I still
don’t. When I think of the ISIS
goons on the video accusing Sahwa
members of the heinous crime of
now working with the “apostate”
government in Baghdad, I don’t
know whether to laugh or cry. But
the Sahwa episode should not be
forgotten as we forge our way
through this crisis. America’s
promises and moral commitments
must stand for something. If not,
we may pay an even greater price
as events unfold. No one will be-
lieve anything we say and will act
strictly in their own interests. The
Sahwa from 2007-09 is no more.
And, yes, the Sunni are now doing
what it takes for their own politi-
cal interests, so things have come
full circle because ISIS is the new
al Qaeda—the vanguard.

Col. Dermer, a retired U.S. Army
officer, served two tours in Iraq,
where he now works in a private
business.

BY PHILIP ‘PJ’ DERMER

The ‘Sons of Iraq,’ Abandoned by American Allies

Shiite Turkmen at a checkpoint in the Iraqi town of Taza Khurmatu.
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Both strategy and specifics
are crucial in Modi’s first
budget, due out next week.
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 HANJIN ENERGY

Korean Air Unit to Sell Stake
In Refiner for $2 Billion

Hanjin Energy Co. plans to sell a
stake in S-Oil Corp., a South Korean
refiner, to Saudi Arabian Oil Co. for $2
billion as part of its efforts to ease
financial troubles at parent company
Korean Air Lines Co.

At a board meeting Wednesday,
Hanjin Energy approved the plan to
sell its entire 28.4% stake in S-Oil to
the world’s largest crude exporter,
known as Saudi Aramco.

The S-Oil stake sale is scheduled to
be completed on Aug. 27, but the plan
could change depending on the
approval of the deal by financial
authorities, Hanjin Energy said.

Aramco Overseas Co., a unit of
state-run Saudi Aramco, said it has
agreed in principle to acquire the stake
as the deal is contingent on the
execution of formal agreements and
regulatory approvals.

—In-Soo Nam

 ENERGY

Anti-Dumping Proposal Hits
India’s Solar-Power Plans

India’s plans for a major ramp-up in
solar power are on hold after a
proposal to impose anti-dumping
duties on equipment from overseas
has led developers to say proposed
projects would become unprofitable.

Industry officials say imports of
solar equipment worth millions of
dollars that were in the pipeline from
U.S., China, Taiwan and Malaysia are
now unlikely to come to India anytime
soon.

India had been planning to raise
solar-power generating capacity nearly
tenfold by 2022 to help wean itself off
heavy imports of oil and gas that
contribute to a chronic trade deficit.
The sector has been booming in recent
months too, as the cost of imported
solar equipment has dropped sharply.

But the commerce ministry is now
proposing duties on goods from
overseas to protect local
manufacturers from being
overwhelmed by the cheaper imports.
The finance ministry will take a final
decision on the proposal by Aug. 22.

Any tariff proposal is set to fuel
tensions between India and the U.S.,
with trade relations already at a flash-
point as the World Trade Organization
deliberates a India-U.S. dispute over a
rule that mandates local sourcing for
some government-backed solar
projects.

—Biman Mukherjee

 LG CHEM

South Korean Car Maker Bets
On Electric Vehicles in China

South Korea’s LG Chem Ltd. has
signed a preliminary agreement to
build an electric-car battery factory in
China by next year, betting on the
world’s biggest car market to revive
the sluggish growth of emission-free
vehicles globally.

LG Chem plans to invest hundreds
of millions of dollars in the plant by
2020, with an annual production
capacity of batteries for more than
100,000 electric vehicles when
completed by the end of 2015, the
Korean company said in a statement
Wednesday.

LG Chem said it would set up a
joint venture next month with two
state-run companies—Nanjing Jijin
Technology Incubation Special Park
Construction Development Co. and
Nanjing New Industrial Investment
Group Ltd.—to operate the plant.

—In-Soo Nam

Online>>
For more breaking news, go to
WSJ.com/Business and follow
@wsjbusiness on Twitter.

It’s Always Snack Time in U.S.
Lauren Campbell eats six times a

day—and skips every single meal.
The 28-year-old Atlanta accoun-

tant fuels up every few hours on
small servings of instant oatmeal,
sliced chicken or microwavable
brown rice. If she meets friends at a

restaurant for dinner, she skips the
entree. Ms. Campbell munches in-
stead on snow peas stashed in her
purse.

“I’m normally kind of full by
then,” she says.

Americans are becoming serial
snackers. What started as grazing
more than three decades ago has
turned into willy-nilly consumption
patterns, disrupting of the American
diet of three meals a day and mak-
ing the pillars of peanut-butter and
jelly sandwiches for lunch and ba-
con and eggs for breakfast a part of
the past—and roiling the food in-
dustry in the process.

With fewer consumers sitting
down for a bowl of cereal at break-
fast time, Kellogg Co.’s overall sales
dropped 3.1% last quarter. The
maker of Special K and Rice Krispies
is trying to adapt to changing eating
habits by marketing its breakfast
“To Go” products such as straw-
berry shakes.

Revenue at General Mills Inc.’s
U.S. snacks division, whose brands
include Nature Valley granola bars,
Fruit Roll-Ups and Bugles corn
snacks, rose 6% in its fiscal year
ended May 25. Its U.S. meals divi-
sion, which includes Hamburger
Helper, Macaroni Grill and Old El
Paso, contracted 4%.

“We are in changing times,” Gen-
eral Mills Chief Executive Ken Pow-
ell told Wall Street analysts last
month.

Once considered an indulgence—
a few cookies or handful of potato
chips—a snack now seems to be
anything small, increasingly nutri-
tional and portable that comple-
ments or replaces a meal.

U.S. retail sales of soups aver-
aged 0.4%, while pasta averaged
1.3% annual growth between 2008
and 2013, according to Euromonitor
International. At the same time
sales of chips rose 4.2%, and snack
bars and nuts jumped 5.4% and 7.8%,
respectively.

The practice of eating three meals
a day surfaces in documents dating
back to ancient Greece, although the
Greeks didn’t say why they settled on

that number, according to Andrew F.
Smith, who has written several books
on food history and edited “The Ox-
ford Encyclopedia of Food and Drink
in America.”

Snacking dates back only about
100 years, initially tied to fun and
special occasions, with typical
snacks including peanuts, popcorn
or candied apples. “It really started
at circuses and fairs,” says Mr.
Smith, who teaches food studies at
the New School University in New
York.

The Academy of Nutrition and
Dietetics, which represents dieti-
tians, says there isn’t scientific con-
sensus on whether it is healthier to
eat three full meals a day or con-
sume more frequent snacks. Snack-
ing can be risky because it takes
discipline. “That’s where people
tend to go wrong,” says Marisa
Moore, a registered dietitian and
academy spokeswoman, adding a
snack should be under 200 calories.

Today’s snack revolution is driven
by rapidly changing demographics:
the rise in single-person households,
the increase in baby boomers with
empty nests and the increasingly
hectic lives of two-career families.
Demands on the kids have ramped
up, too. Little League often trumps
the family dinner. All that makes it
tough to squeeze in time to eat a
meal, let alone plan, shop or cook.

The percentage of Americans
who snack three or more times a
day rose to 56% by 2010, according
to the latest available government
data. That is up from roughly 20%

in the 1990s and 10% in the late
1970s. “Snacking used to be an occa-
sional thing, now it is just kind of
daily life,” says Laurie Demeritt,
chief executive of consumer tracker
Hartman Group. “There are fewer
rules.”

A 2013 Hartman survey found
48% of Americans skipped meals at
least three times a week, and 63%
decided what to consume less than
an hour before eating.

Ms. Campbell, the accountant,
says she lives alone and making a
meal “seems pointless.” But she also
says replacing big meals with small
snacks has helped her lose weight.

To accommodate consumers like
Ms. Campbell, companies are re-
packaging all sorts of products into
snack-size portions—advertising the
nutritional content and calorie
count. Kraft Foods Group Inc. ear-
lier this year launched Oscar Mayer
“portable protein packs’’ including
one with ham, cheese and almonds
that has 160 calories but 25% of the
daily recommended protein. General
Mills last year introduced 140-calo-
rie Fiber One Protein Chewy Bars
with 10% and 20% of the daily rec-
ommended protein and dietary fi-
ber, respectively. Pickles are now
sold in mini snack packs.

Healthier snack categories
posted outsize growth in 2013, with
“nutritional snacks and trail mixes”
volumes up 9.9% and carob-yogurt
coated snacks up 26%, according to
market researcher IRI.

Breakfast has experienced some
of the biggest change. About one-
third of Americans eat an early
morning snack, up from 14% in 2010,
and 55% eat a midmorning snack, up
from 45% four years ago, according
to a 2014 survey by IRI. The most-
popular morning snacks are porta-
ble items like yogurt, bakery snacks
and snack bars.

That has complicated business
for big food companies. Suffering
declining cereal sales, Kellogg this
spring introduced flavored Eggo
waffle bars that can be eaten from a
pouch. PepsiCo Inc.’s Quaker unit,
famous for its oatmeal, is test-mar-
keting breakfast shakes with Wal-
Mart Stores Inc.

Dinner courses are getting a
makeover, too. ConAgra Foods Inc.
sells 7.5 ounce microwavable bowls
of Chef Boyardee lasagna, ravioli
and spaghetti and meatballs, each at
around 200 calories. Microwavable
“Kroger Cups” by supermarket chain

Kroger Co. also are roughly 200 cal-
ories and include beef stew, rice
with chicken and vegetables, and
dumplings and chicken.

Nestlé SA recently introduced
Lean Cuisine “snack pizzas” and
stuffed pretzels. It also is driving a
truck around the U.S. offering free
samples of 250-calorie Stouffer’s
macaroni and cheese “cups” ahead
of their late-summer launch.

General Mills last November
launched the online snack-delivery
service nibblrbox.com to compete
against the proliferation of sites
shipping to homes and offices such
as graze.com, boxtera.com and na-
turebox.com—the latter alone offer-
ing more than 100 snack varieties
ranging from Guacamole Bites and
PB&J Granola to Carrot Strawberry
Fruit Chews and Bruschetta Pretzel
Pops.

Meanwhile chips, long America’s
dominant salty snack, have expanded
far beyond potatoes. At a Whole
Foods Market Inc. store in Atlanta,
25-year-old Mike Cato grabbed a bag
of Snikkidy LLC’s “eat your vegeta-
bles” chips that contain eight differ-
ent vegetables including kale and
promise a full serving of vegetables
every ounce, or 13 chips.

Mr. Cato, a computer engineer,
says he typically eats two meals,
around 10 a.m. and 4 p.m., anything
from curry or hummus to waffles,
“whichever takes the least effort.” He
typically supplements that with three
snacks a day, sticking to things like
almonds, yogurt and vegetables.

PepsiCo, which makes best-sell-
ing Lay’s potato chips, recently in-
troduced Near East multigrain chips
with couscous, quinoa and lentils.
Also on the market are Keen Mar-
keting and Manufacturing’s Vintage
Italia “pasta chips” made with sem-
olina flour. Freeze Dried Partners
LLC makes “Funky Monkey” chips
from freeze-dried fruit.

While chips and fruit were the
most-common afternoon snacks in
Hartman’s 2013 consumer survey,
old-fashioned indulgences like candy
and ice cream still reign as the
most-common nighttime snacks.

Why? Because at the end of the
day, says Hartman, consumers tend
to lose their discipline.

BY MIKE ESTERL

The share of Americans who say they snack three or more times a day rose to 56% by 2010, up from 10% in the late ’70s.
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Online>>
What’s your favorite snack to eat at
work? Tell us on Instagram or Twitter
at #WSJSnack.

How consumer
perceptions
and corporate
strategies shape
the U.S. diet.

The Wall Street JournalSource: Euromonitor International
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