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How Al is transforming U.S. military industrial complex

Complex (MIC) is shifting from traditional

hardware manufacturers to algorithm and
Al companies which will lead to an obvious
fallout across the global defence industrial base.
Three interlocking attributes to this shift are the
inversion of war economics, the restructuring of
procurement and capital logic, and the
“software-defined" transformation of the military
tetlmofug) stack. This shift was formally
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the world’s most pawérﬁu.u companies| wm;m
the White House Accord on Super Intelligence —a
voluntary framework that symbolically integrated
Al firms into the national security architecture.

The military implications of this Accord are
unmissable. Moreover, substantive developments
had already occurred months earlier in the
military domain. In May 2026, the LS.
Department of War announced agreements with
eight AT companies — SpaceX, OpenAl, Google,
Nvidia, Reflection, Microsoft, Amazon Web
Services, and Oracle - to deploy their capabilities
on classified networks at impact levels 6 and 7;
the highest classification tiers for sensitive
military operations.

T |he core of the U.S. Military Industrial

Drivers of the shift
The traditional MIC has operated on a ‘few but
exquisite’ logic’, which is that multi-billion dollar
platforms will ensure deterrence from other
parties as they would be technologically
overpowered. This logic has, however, been
exposed as economically unsustainable and
fragile. In recent conflicts, the U.8. and allied
defences were compelled to expend expensive
interceptors against cheap drones.

The Pentagon's response has been a dramatic
funding shift, The Defence Autonomous Warfare
Group (DAWG), which absorbed the stalled
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mecﬂomjmnpﬁum $275.9 millmn in FY26 to
£54.6 billion in the upcoming FY27.

If war economics created demand, capital
markets provided the supply-side solution. The
rraditional MIC relied on “cost-plus” contracts,
incentivising risk aversion and prolonged
i 5. The new players or the neo-primes,
which are software companies such as Palantir,
SpaceX, Anduril etc., employ fixed-price
contracts, absorbing upfront costs and trading
on-time delivery for higher margins. The
combined enterprise value of the neo-primes
exceeds the value of the ‘Big Three' companies
(Lockheed Martin, RTX, and Northrop Grumman)
by three times, despite revenues nearly eight
times smaller.

The explanation lies in procurement reform. In
March 2026, the Army awarded Anduril a 10-year,
£20 billion enterprise contract that consolidated
more than 120 separate procurement actions into
one acquisition component. The U5, Army has
signed 14 such enterprise contracts in eight
months, replacing 118 individual contracts — an
88% reduction in contract volume. Programs that
took seven years to award now move in months.
Palantir’s Maven Smart System was formally
designated an ‘official program' with locked in
lmgterm funding, which was the first time a

~ The May 2026 agreements byPenmn wilh Al
mmpaniﬁ laidaut lh functional layers ¢

y stack. The a!gori(hm d!]d the
layered-model constitute the brain which include
OpenAl (multilingual intelligence analysis),
Google (satellite imagery target recognition), and
Reflection Al (autonomous combat agents). The
compute layer is provided by Nvidia's

military-grade GPU clusters. The cloud services
layer is built by Microsoft, Amazon, and Oracle.
The communications layer is by SpaceX's Starlink
and Starshield while Palantir and Anduril serve as
strategic hubs and frontline execution terminals
{edge Al drone swarms, counter-drone systems).
The core thesis of “software-defined warfare” is
that codes and not platforms have become the
decisive differentiator. A warship’s systems can
become smarter overnight through a single
download, and drones can switch from
reconnaissance to electronic attack by loading a
different software.

Traditional contractors however, have not
disappeared. Lockheed, RTX, and Northrop still
receive the vast majority of defence budget
dollars and spend far more on lobbying.
However, the symbolic indicators have reversed:
capital market valuations now reflect investors
judgment about the future shape of the MIC.

Concern about vulnerabilities

In breaking with traditional contractors, the
Pentagon may create new dependencies —
Palantir’s battlefield systems and SpaceX's launch
capabilities could become the new single points
of failure. More fundamentally, the speed of
commercial Al iteration creates a verification gap.
As Al companies deploy at commercial velocity,
the Pentagon's test and evaluation system,
designed around static hardware, may not be
enough. Certain programmes are still difficult to
be validated. The vulnerability can be serious in
the eventuality of unvalidated software-defined
weapons failing due to a cyberattack.

The core of the MIC has shifted from the
factory to the server due to the arithmetic of
cost-imposition, the venture-velocity logic of
capital, and the architectural revolution of
software-defined warfare, Victory in future wars
may now depend on algorithms, data, and code,
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Can India and China coexist peacefully?

he state of relations between China
and India today can best be described
as managed coexistence. The moot
question is whether they can, or
cannot, exist peacefully in the coming decades.
This issue arises because every ‘patrolling
deviation’ is regarded as a ‘face-off’, endangering
peace and tranquillity and in the process,
Sino-Indian relations. Consequently, though not
at war, even managed coexistence is proving
problematic. No obvious reasons exist for the two
ancient civilisations to be in conflict,
notwithstanding certain border disagreements.
The 1962 Sino-Indian conflict, it might be
argued, was an outcome of Mao's ‘hubris” in the
wake of his disastrous ‘Great Leap Forward’,
though historians also adduce several other
reasons for it. Ever since the conflict, the border
in the Ladakh region has remained a serious bone
of contention between the two countries. For
India, Mao’s after of ‘Hindi-Chini
Bhai Bhai’ meant that China could not be trusted,
and the loss of territory in both Ladakh and
Arunachal Pradesh by a per sore.
However, it still does not wholly explain why
feelings remain so embittered to this day.
Commentators today are prone to highlight the
impact of the 2020 Galwan Valley clash between
Chinese and Indian patrols (which resulted in the
loss of 20 Indian soldiers) for the continuing
tensions between the two countries. But the
distance that exists between the two civilisations
cannot be quite explained by this singular event.
The time has, perhaps, come to demystify the
reasons for this so that India and China can take
their appointed place in the comity of nations.

An ancient divide?
Ladakh’s improperly delineated terrain is often
brought up as one major reason that is preventing
a solution between the two nations. Similar
reasons are attributed by so-called experts to
‘explain tensions in the Arunachal Pradesh sector,
‘where the true villain, perhaps, is as much the
McMahon Line, as are the Chinese, for leaving
behind an improperly demarcated border.
Recent history is replete with the many steps
talken by the two countries during periods of
thaw. However, nothing quite approximates to
the one initiated by Prime Minister Rajiv Gandhi
who, in 1988, took the initiative to visit China and
meet up with leaders such as Deng Xiaoping,
achieving a new watershed in relations between
India and China. This has, unfortunately, been
subsequently frittered away by leaders on both
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sides, but remains a beacon of light to this day, on
how to offset tensions and improve state-to-state
relations. The spin-off from the discussions
enabled the border question to be discussed
separately, often sidestepping bureaucratic
hurdles and so-called military confidence
building measures.

Ever since there have been many ‘way stations’
in the conflict between the two countries. Many
of the current initiatives are, however, beginning
to look like a ‘zero sum game’. No doubt,
extraneous aspects such as the U.S.-sponsored
QUAD (Quadrilateral Security Dialogue) initiative
have also contributed to the perseverance of the
stalemate, Moreover, Chinese strategists, who
often tend to be obtuse in their thinking, believe
that India’s involvement in U.S. plans are a ploy to
contain China. As a result, they see no reason to
take steps to improve relations with India.

The moot question, though, is whether India
has reasons to fear China. Notwithstanding the
much touted remarks of Canadian Prime
Minister, Mark Carney, “that the old rules-based
order is dead and that new coalitions of the
willing need to be constituted to protect the
interests of many countries”, it would be
egregious to think that this applies to India-China
relations. While India and China need to sort out
many issues, it would be a mistake for India to
look upon China as a threat to its very existence,
even though China might well visualise India, in
course of time, as a challenge to its pre-eminence
in certain fields. Instead of pursuing a negative
trajectory, it would seem the phrase recently
popularised following discussions between
Chinese President Xi Jinping and U.S. President
Donald Trump that ‘building a constructive
relationship of strategic stability” applies as much
to Sino-Indian relations as to Sino-U.S. relations.
Nevertheless, India would do well to contend
with the reality — as the Economist mentioned —
that “even as China produces more research
about India, it seems to understand it less”.

Another aspect is, how well does India — or for
that matter the rest of the world — understand the
true extent of China’s military strength, and its
ability to win wars of the present and those of the
future. India is by no means an ally of China, but
it is far-fetched to believe that India is its real
opponent, one with whom a conflict is inevitable
or imminent. Any conflict with India would set
China back several years, and derail its 2049
target of becoming numero uno in the world.
India, for its part, also has no inclination to
embark on a conflict with China. This, therefore,

should clearly rule out direct conflict as a means
to settle disputes between them. Messages would,
however, have to go out to the military and
border guards of both countries to ensure that
instances such as the one that took place in the
Galwan Valley in 2020 do not recur. In any event,
neither country enjoys an edge in the disputed
areas in the high Himalayas, and avoidance of
inadvertent action is, hence, essential.

Understanding China is essential

It is also essential to dispel the myth of China’s
military edge which is often flagged by political
entities and military experts. The Peaple’s
Liberation Army (PLA) and the People’s
Liberation Army Navy (PLAN), more so the latter,
have made major advances to fight future wars,
but are not yet world-class. The very fact that
China has refrained from embarking on a war to
reclaim Taiwan also indicates the degree of
realism that pervades the Chinese military.
China’s accretion of long range missiles and
submarines, and related surveillance systems, as
also its impressive amphibious ability
notwithstanding, India is more than a match for
China’s capabilities in the high Himalayas. It is a
myth perpetuated by interest groups that the
threat posed by China to India is a grave one.

One does need to read China right, and avoid
anything that might bring forth a response that
India had not intended. It is important, hence, to
better understand China’s intentions. It would
also be a gross mistake to regard China as ready
to test India’s strength to degrade its position in
the world. China knows when to bend, as was
seen when under President Hu Jintao in 2005,
China signed an Agreement with India to foster a
long-term constructive and cooperative
partnership. Article I of this Agreement stated
that neither side shall use or threaten to use force
against the other, and Article VII observed that in
reaching a boundary settlement, the two sides
shall “safeguard the due interests of their settled
populations in the border areas”.

It needs to be kept in mind that China’s
national identity is not as cohesive as one is led to
think. Understanding the frailties of the ‘Qing
Dynasty’ and the elasticity of the Dynasty’s
boundaries are a key primer for all nations that
have to deal with China; all the more so for India.
Misreading China would cost India dearly, for
there is nothing in the history of the two that
suggests that they have to be permanently at war.
India can, today, coexist peacefully with China,
and China with India.
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For energy security, E100
aloneis not the answer
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NDIA IS not only gung-ho about the

prospect of ethanol-blended petrol; it

ismoving ahead at full throttle tosup-

port high blending rate to as much as

entirely replacing oil in avehicle. With
therecentamendment of the Central Motor
Vehicles Rules, 1989, the government has
paved the way for motor vehicles to run on
pure ethanol, branded as E100. Although it
may possibly take time to see E100-fuelled
vehicles on Indian roads and the associated
impact, we have a prequel to this drastic
change in front of us.

India has already made the transition
to E20 petrol, containing 20 per cent etha-
nol, marking a significant milestone in its
biofuel programme. The policy is intended
to reduce crude oil imports, save forex, and
strengthen energy security. ¥et, aS E20 e~
comes mainstream and the precursor to
large-scale use of higher petrol blending
levels, an important question deserves
closer scrutiny: How much can ethanol
blending actually reduce India’s depend-
ence on imported crude oil?

The question matters for an economy
that imports over 80 per cent of its crude oil
requirements, leaving the country exposed
to volatile international prices and geo-
political disruptions. The impact of the on-
going West Asia conflict on the interna-
tional oil trade holds a mirror up to us.
While ethanol blending can displace a por-
tion of petrol consumption (depending on
the blending rate), its contribution to re-
ducing crude oil imports must be assessed
against thestructure of petroleum demand
and the technical constraints of refining.
Petrol accounts foronly 15-18 per cent of the
petroleum products processed from a bar-
rel of erude oil. Diesel, by contrast, accounts
for approximately 44-45 per cent. This
asymmetry iscentral tounderstanding the
limits of an ethanol-led strategy.

The consumption gapis equally striking.
Between FY 2020-21 and FY 2024-25, India
consumed approximately 503 million
tonnes of diesel, compared to 200 million
tonnesof petrol. Diesel powers freight trans-
port, agriculture and industrial logistics,
making it integral to economic activity. Its
demand is expected to remain substantial.
Ethanol blending therefore addresses a
relatively small component of India’soverall
petroleum demand. Its benefits are real, but
thescale of those benefitsshould notbe con-

fused with an equivalentreductionin crude
oil imports.

Modelling the impact of a 20 per cent
blend, accounting for the lower energy con-
tentof ethanol and the resulting reduction
in vehicle fuel economy, suggests that pet-
rol consumption could decline by about
15.56 per cent. This is a meaningful reduc-
tion in petrol consumption. However, it
does not imply that crude oil imports will
fall by an equivalent proportion. Crude oil
processing produces several products, in-
cluding petrol, diesel, LPG, aviation turbine
fuel, and naphtha. Refineries can alter
product yields to some extent, but the flexi-
bility is not unlimited. Increasing the yield
of diesel is constrained. Consequently,
lower petrol demand does not automati-
cally translate into a commensurate reduic-
tion in crude oil throughput. Policymakers
must therefore distinguish between petrol
displaced by ethanol, expenditure avoided
on petrol supply and the actual reduction
in crude oil imports. These are related but
different outcomes.

If reducing oil import dependence is a
central objective, India’s biofuel strategy
mustgive greater attention todiesel. Biodie-
sel blending has lagged behind ethanol, de-
spite an earlier target of 5 percent. Past efforts
to promote non-edible oil feedstocks and
used cooking oil encountered several chal-
lenges. Increasing biodiesel blending will
require sustained investment in research
and development, improved feedstock col-
lection systems, viable supply chains, and
technologies that can support commercially
sustainable production.

Coming back to E100. Like E20, it holds
promise. However, India will benefit from a
broader measure ofenergy security. The im-
pact of the country’s biofuel programme
should be assessed based on actual reduc-
tionsin crude oil demand and import expen-
diture, rather than relying solely on the vol-
ume of ethanol blended. Reducing import
exposure will require India to look beyond
the petrol pump and address the full spec-
trum ofits petroleltum consumption. Thereal
test of India’s biofuel strategy is not how
much ethanol it blends, but how effectively
it reduces the country’s dependence on
imported oil.

The writer is a fellow in the Energy, Resources &
Sustainability vertical, CSEP. Views are personal




GS 2: POLITY
INDIAN EXPRESS PAGE: 20

* POLITY

The intricate system to elect MLCs

A general election is simple: one vote for one candidate, But MLC polls
are much more complex, involving preferential voting by MLAs, local
bodies, graduates and teachers, besides nominations by the Governor
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$6.3 bn stolen in
20 min: Inside the
mega Binance hack

Akash Mandal
Mumbai, October 30

BINANCE,. THE world’s largest cryptocurrency
exchange, was hit by a massive securiry breach late
Thursday in which cyberattackers stole around $6.3 bil-
lion. The hack, considered to be the biggest-ever hackto
date, led the exchange to freeze assets worth £3 billion
and caused panicin the crypto market, leading tosharp
falls in the prices of several cryplocurrencies.

The breach

“Binance’s initial investigation suggests that the se
curity incident may involve a compromised DevOps en-
gineer’s laptop, which allowed an attacker to gain access
toaservice container and submitunauthorised withdra-
wal transactions.” the company posted on X. It later said
that it had “unc nve'red additional pmnt-, of breach™

were able to order wallets that Bumncc usesto cthy
into hacker-controlled wallets.

“The attackers gained access to the pathway through
which transactions and information flow. The waller was
unaffecred. However, with this access, the attackers
could instruct the wallet to execute transactions,” anin
dustry executive said on the condition of anonymity.

“However, once you gain
access o the DevOps sys-
PASTBREACHES tem, you can identify
® | 2019, bitcoins worth about other access points too.
$40 million were stolen fram So,itis !r_nportant“to "ce
Binance after attackers used a how gquickly you cancon:
combination of viruses and talnthebreach:
phishing li—!(:hni(]llues. which the Impacrufrhe hack
exchange couldn’t recover. : 5 =
® North Korea's state-backed toeinathasvonis & lare
Lazarus Gr.aup.at_o!e:amund $1.5 g‘fﬁngg;? A4.5% Thz:z-;z::lay,
billion from BYl?_i_t last year hitring its lowest level
thml_.lgh;_sppoﬁng. Only a small since September.
portion was recovered. Ethereum slumped 5%.
Other major
cryptocurrencies also saw
similar sell-offs, though many of them recovered slightly
on Friday. “when a playver as big as Binance is hit, it
affects sentiment across the industry,” another industry
executive said.

Binance, however, assured users that the company
wolld cover losses from Its own funds. The company said
it had revoked the authorisation of the network respon-
sible forthe breach and had informed law enforcement
agencies and blockchain intelligence platforms.

It had initially suspended deposits and withdrawals.
However, it subsequently clarified that deposits would
remain unalfected, while withdrawals could resume
within 45 hours. The$3 bi]ﬂéri in blocked fundsrepre-
sentsas&e:siffozenw he exc 1 d

B‘lna.nm. It provldes the vast md]orny ofthe liquidity in
the Indian crypto market. Even Indian exchanges like
CoinDCX have exposure tothe exchange,” one ofthe in
dustry executives mentioned above said.




