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CUPERTINO: An aerial view of the new Apple headquarters in Cupertino, California. — AFP

WASHINGTON: It is a sign of Apple’s success
but also a thorny problem: its cash stockpile
has hit a staggering $256.8 billion, sparking
debate on what do with such massive
reserves. Apple’s quarterly report Tuesday
showed its cash holdings-the vast majority
held overseas-jumped to a sum that tops the
entire economic output of Chile.

The tech giant has resisted the idea of
bringing the cash home, because of disincen-
tives in the US tax code-it allows multinational
firms to defer profits while they are held over-
seas but taxes income at up to 35 percent
when repatriated. Proposals by President
Donald Trump and lawmakers could lower the
tax rate for repatriated earnings, an incentive
for Apple and others to put the money to work
in the United States.

While any company would gladly be in
Apple’s shoes with its cash hoard, “there’s
something not quite healthy about it,” said
Roger Kay, analyst with Endpoint Technologies
Associates. “Normally, you would expect cash
to fund investment opportunities, but obvi-
ously Apple doesn’t have any use for that
much cash.” Apple has become the most valu-
able and profitable company of the current
era. But the unique challenges it faces because

its earnings come mostly from the iPhone,
which faces increasingly tough competition in
a saturated smartphone market.

Long-term strategy    
Apple faces periodic pressure to return

more cash to shareholders with higher divi-
dends and more share buybacks, and has
already spent some $200 billion doing this.
Patrick Moorhead of Moor Insights & Strategy
argued that returning all the cash to share-
holders “doesn’t help further anyone’s strate-
gic interests” and that Apple needs to find
ways to diversify its business. One way to do
this would be “going vertical,” or acquiring a
chipmaker such as AMD to supply all Apple
devices, Moorhead said.

Netflix, he said, could complement Apple’s
business by offering content for Apple’s
ecosystem of devices. Moorhead said that if
Apple-which has a permit to test its self-dri-
ving car system-is serious about autonomous
vehicles “it would need to buy a car company”
such as Tesla to ensure “the Apple experience.” 

Bob O’Donnell of Technalysis Research said
Apple has a staggering amount of cash and
“could make enormous entries and completely
rewrite industries” with it. “The challenge is cul-

turally and organizationally, how do you inte-
grate something that big,” O’Donnell said. He
said Apple has always sought to minutely man-
age details of its operations, “so making an
enormous purchase goes against their culture.”

The tax conundrum 
Apple’s situation has highlighted the grow-

ing stockpiles of cash held overseas by US
multinationals, now estimated to be between
$2.5 trillion and $3 trillion. Lisa De Simone, a
Stanford University professor who specializes
in international taxation, said the current code
creates “incentives for companies to shift as
much of their profits as they can offshore.” But
De Simone said a temporary tax “holiday” as
Washington tried in 2004 would only increase
the incentives.

“Companies like Apple have only increased
their income shifting in expectation they
could get another holiday later on,” she said,
arguing for a permanent tax change.
Georgetown University finance professor Lee
Pinkowitz said companies with cash overseas
are essentially holding the funds hostage to
US policymakers. “The government already
revealed in 2004 they were willing to negoti-
ate with the hostage takers,” he said. “What

you would expect is that more hostages will
be taken.” The Trump administration is seeking
to encourage firms to bring those earnings

home for investment and job creation in the
United States. But Pinkowitz said a major stim-
ulus from repatriated assets is unlikely. With
Apple, much of the funds are held nominally
by its Irish subsidiary but are invested in US
assets. “Apple has almost $50 billion in US
Treasury and agency securities, so technically
that $50 billion is already here. It just hasn’t
been taxed.”

Made in USA? 
Could Apple use some of the cash to bring

large-scale manufacturing back to the United
States? Jan Dawson of Jackdaw Research said
this is unlikely because of Apple’s manufactur-
ing and supply process. “We simply don’t have
the work force to support this scale of manu-
facturing,” he said. “No tax break is going to
offset that entirely.” 

But Kay said he sees potential for Apple to
bring factories home if the conditions are
right. “I could see a happy solution where
contract manufacturers and Apple partner
and train American workers to be as efficient
as the Chinese,” he said. “It would take quite a
bit to make it come true but it could bring
down the myth that Chinese workers are
more efficient.”—AFP 

Apple’s dilemma: What to do with $256bn cash pile
Tech giant resists the idea of bringing cash home

SONAKHAN, India: The village of
Sonakhan in the eastern Indian state of
Chhattisgarh hardly looks like the site of a
gold rush. There are no gun-toting ruffians,
nor squalid camps of desperate fortune
seekers. The dusty village with its distinct
reddish soil, is a collection of modest brick
homes and small patches of cultivated land
amid scraggly forest. But the village, a two-
hour drive from the capital Raipur, could
soon be enveloped by India’s first private
gold mine. 

Residents of Sonakhan - ‘sona’ is gold in
Hindi - sift for flecks of gold on the banks of
the river Jonk during the monsoon rains.
They voice fears the mine will up-end their
lives. “When they dig for the mine, they will
cut down trees and damage the forest.
They will make the water dirty. Where will
we go?” said Rajesh Singh, who cultivates a
small plot of land. “This land is sacred for
us. We do not want to give it up to a big
company that will destroy our homes and
our livelihoods.”

Who asked the locals? 
Vedanta, a unit of London-listed

Vedanta Resources, last year won India’s
first auction of a gold mine, as the country
opened up the sector to private compa-
nies. The Baghmara mine has potential
reserves of about 2.7 tonnes of gold, and

officials have said mining will begin in two
years.  Vedanta said at the time that the
mining block, measuring 6.08 sq km,
required extensive exploration. 

Residents of Sonakhan said they first
heard of the auction in the national news-
papers. There were no visits by government
officials to brief them, nor village council
meetings to discuss the impact of the mine,
they said. Vedanta Resources did not
respond to a request for comment. 

Activists say mining activity will affect at
least 24villages in a range of 40-50 km.
“These people have been living here for
generations, earning a living from the land
and the forests,” said Devendra Baghel, an
activist with Dalit Adivasi Manch, which
lobbies for the rights of indigenous and
lower-caste communities. “Now they have
to deal with a mine in their backyard. Their
way of life will end,” he said.

Flashpoint
Villagers have held rallies and made rep-

resentations to state officials. They plan to
keep protesting until they get more details
on the mine’s environmental impact, and
assurances they will not be displaced.
Officials say their concern is misplaced -
and premature. “Vedanta is still surveying
the land for gold. If they findgold worth
digging for, then we will proceed,” said

Bhupendra Kumar Chandrakar, a deputy
director in the mines department.

“They have to first see if it is viable; then
we will  see about the land and other
details,” he said. The Baghmara mine is the
latest flashpoint in the resource-rich state,
with past protests over coal and iron ore
mines, and  power plants that officials say
are key to development. Among India’s
least developed states, Chhattisgarh
accounts for about 16 percent of the total
value of minerals produced in the country.
Gold could be its next big money spinner. 

India is one of the world’s biggest gold
importers behind China. Gold is a mainstay
of the country’s culture, and India buys
about 800 tons of the yellow metal from
abroad for weddings, festivals, religious
offerings and as an investment. 

Threatened forests
The race for resources in Chhattisgarh

has pitted some of its most vulnerable peo-
ple against officials keen to tap its valuable
resources to spur economic growth and
generate jobs. There are 25 conflicts
around coal and iron ore mines, power
projects and steel plants in the state, affect-
ing nearly 70,000 people, according to
research firm Land Conflict Watch.

Indigenous people and lower-caste
Dalits, who make up more than 40 percent

of the state’s population, face displacement
and loss of livelihood as forests are cleared
for industry. “We would rather they give us
our community forest rights, so we can be
certain we won’t lose our access to the
forests,” said Hemalata Yadav, the Sonakhan
village chief. “For us, that is more precious
than any gold mine.”

The Forest Rights Act of 2006, giving tra-
ditional forest dwellers access to forest
products, has been poorly implemented,
with Chhattisgarh among laggards in
granting rights, according to research by
the Rights and Resources Initiative, which
advocates for indigenous and local com-
munities. Sonakhan has a legacy of protest. 

A landlord, Veer Narayan Singh, was exe-
cuted for leading a revolt against British
rule in 1857. The state has also witnessed a
Maoist rebellion for more than three
decades, with rebels accusing the govern-
ment of plundering resources while ignor-
ing the needs of villagers. Villagers caught
in the cross-fire between the rebels and
security forces say they only want to hold
on to their land. 

“It’s not that we don’t want jobs and
development, but this is our land. We should
get to decide,” said Singh in Sonakhan. “We
don’t see any benefit from the mine. They
can take all the gold they want as long as
they leave us our land.”—Reuters

KIPCO announces
net profit 

of KD 5.07m
KUWAIT: KIPCO - the
Kuwait Projects Com-
pany (Holding) - has
announced a net profit
of KD 5.07 million (US$
16.6 million), or 1.11 fils
per share (US$ 0.4 cents),
for the first three months
of 2017, compared to KD
13.5 million (US$ 44.3
million), or 7.45 fils per
share (US$ 2.4 cents),
reported for the same
period last year. KIPCO’s
consolidated assets remained at the KD 10 billion (US$
33 billion) reported at year-end 2016.

Mr Masaud Hayat, KIPCO’s Chief Executive Officer -
Banking, said that the company was faring well given the
challenging external circumstances, “At our recent
Shafafiyah Investors’ Forum, we stated that 2017 would
be difficult. Thanks to years of internal streamlining and
prudent risk management, our core businesses have
been able to face continuing external challenges such as
the global economic slowdown, regional tensions and
currency fluctuations. We will continue to build our inter-
nal capabilities, and we remain confident that our core
operations will grow stronger despite these conditions.”

Indian villagers see no shine in gold rush

Masaud Hayat

CALIFORNIA: This file photo shows Apple
CEO Tim Cook speaking during a product
launch event at Apple headquarters in
Cupertino, California. — AFP


