
The reported death of Islamic State’s top leader in
Southeast Asia is a major blow to the militants but ana-
lysts warn it remains a potent threat, with battle-hardened
fighters set to return from the Middle East. IS’ regional
head Isnilon Hapilon was said to have been killed early
yesterday in the southern Philippines during a military
offensive to end the months-long siege of the city of
Marawi, which has cost hundreds of lives. The military
said the leader - who was on the US “most wanted ter-
rorists” list - died in a dawn offensive alongside
Omarkhayam Maute, who allied with Hapilon to plot the
takeover of the city.

IS-supporting gunmen had overrun the predominant-
ly Catholic country’s main Muslim city in May following
a foiled attempt by security forces to arrest Hapilon.
Hapilon, a key figure in Philippine kidnap-for-ransom
outfit Abu Sayyaf, emerged as leader of IS in Southeast
Asia in 2016 when a video appeared showing militants
from the group urging extremists to unite under his
leadership.

Omarkhayam Maute was a leader of the Maute
group, a ragtag outfit that emerged from a decades-old
Muslim separatist rebellion on the southern island of
Mindanao. His group also pledged allegiance to IS and
joined forces with Hapilon to overrun Marawi. Hapilon and
Maute were the final two extremist leaders holding out
against a military offensive to oust the militants from
Marawi. Last month Abdullah Maute - another key leader
of the Maute group and Omarkhayam’s brother - was

killed in fighting. Hapilon was key to IS’ efforts to estab-
lish a base in Southeast Asia as the militants increasingly
lose ground in the Middle East. His reported killing is
undoubtedly a blow for the militants, analysts said.

‘Symbolic blow’ 
His death is “a significant operational and symbolic

blow to ISIS-linked groups in Mindanao and to ISIS

Central in Syria as well”, said Kumar Ramakrishna, a ter-
rorism expert from Singapore’s S Rajaratnam School of
International Studies, using another name for the group.
But he cautioned that it was far from the end of IS in the
strife-torn southern Philippines or Southeast Asia.  “Just

because the Marawi siege is coming to an end does not
mean the threat is over. ISIS-linked militants there will
regroup... and lay low for a while, while rebuilding their
strength,” he said.

He said a Malaysian militant involved in the Marawi
siege, Mahmud Ahmad - would if he is still alive likely rise
up to lead the IS-linked fighters in the southern
Philippines and stay in contact with the militants in the
Middle East. Mahmud Ahmad is reported to be a univer-
sity lecturer in his home country who was in charge of
raising finances from abroad for the militants and
recruitment.

It is not clear how many IS-supporting militants there
are in Southeast Asia, a region of more than 600 million
people, but many local militant outfits have pledged alle-
giance to the group. Hundreds of militants are believed
to have flocked to the Middle East to fight with IS - par-
ticularly from Indonesia, which has the world’s biggest
Muslim population, and the Philippines. 

Sidney Jones, head of Jakarta-based security think-
tank the Institute for Policy Analysis of Conflict, warned
authorities now faced a growing threat of battle-hard-
ened fighters returning to Southeast Asia as the noose
closes on IS in the Middle East, with their former strong-

hold of Raqa close to being captured. Authorities have
been particularly concerned about a Southeast Asian unit
of IS fighters in Syria, Khatibah Nusantara. “I think the
attention is going to shift back again to the return of
fighters from Syria and Iraq,” she said. —AFP 
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FOCUS

Iranians quickly closed ranks against a hawkish new US
approach to Tehran, but Iran’s powerful hardliners are set
to exploit the latest dispute with Washington to weaken
domestic rivals who are open to the West, analysts and
insiders say. President Donald Trump’s warning on Friday
that he might ultimately terminate a landmark 2015 nuclear
deal sets the stage for an eventual resurgence of political
infighting within Iran’s complex power structures, officials
said. If the accord signed by Iran and six major powers
does start to fall apart, anyone who strongly promoted it,
such as pragmatist President Hassan Rouhani, could face a
career-damaging backlash. 

That could leave Iran’s security hardliners unchal-
lenged at home, enabling greater Iranian assertiveness
abroad that could worsen tensions in the Middle East,
analysts say. For the moment, solidarity within the Islamic
Republic’s faction-ridden political elite is the priority.
“What matters now is unity against the foreign enemy,” a
senior official told Reuters on condition of anonymity, like
other figures contacted within Iran because of the sensi-
tivity of the matter. “Our national interest is a priority for
all Iranian officials.”

But Rouhani and pragmatists and reformist allies who
promoted the deal, which lifted sanctions in return for
Tehran rolling back technologies with nuclear bomb-mak-
ing potential, may become increasingly politically vulnera-
ble at home.

‘Golden opportunity’ for Rouhani’s critics
Trump on Friday defied both US allies and adversaries

by refusing to formally certify that Tehran is complying
with the accord even though international inspectors say it
is. “The growing tension with America is a golden opportu-
nity for hardliners to clip Rouhani’s wings,” said a Rouhani
ally, who was involved in the 18-month nuclear talks. Iran’s
top authority, hardline Supreme Leader Ayatollah Ali
Khamenei, guardedly backed Rouhani when he opened the
door to nuclear diplomacy with world powers, but has
repeatedly expressed pessimism about Washington
remaining committed to it.

For Rouhani the stakes are high: His rapprochement with
the world won him enhanced popularity at home and pres-
tige abroad, dealing a setback to Khamenei’s hardline allies,
who oppose both detente with the West and domestic liber-
alisation. Now the tables may be turning. “Hardliners will use
Trump’s threat as a Sword of Damocles over Rouhani’s head
... While enjoying the economic benefits of the deal,” said
Tehran-based political analyst Saeed Leylaz, referring to the
lifting of tough oil and banking sanctions. “Rouhani and his
detente policy with the world will be weakened if the deal
does not survive,” another senior Iranian official said. “And
of course an aggressive regional policy is inevitable.”

Under Iran’s unique dual system of clerical and republi-
can rule, the elected president is subordinate to the
unelected Khamenei, who has in the past reasserted con-
trol when infighting threatened the existence of the Islamic
Republic. Trump’s policy will play into the hands of hard-
liners eventually, said an ally of Khamenei. “What matters
is the Islamic Republic and its interests.”

Tit-for-tat steps
In reaction to Trump, Rouhani signalled Iran would

withdraw from the agreement if it failed to preserve
Tehran’s interests. The survival of the deal now is up to the
US Congress, which might try to modify it or re-impose
US sanctions on Iran. But even if the Congress refuses to
consider sanctions, the deal could still be in jeopardy if
Washington and Tehran resort to tit-for-tat retaliatory
steps. “As long as both sides only exchange words, busi-
ness will continue as usual,” said Leylaz. 

Since the lifting of sanctions, Rouhani has started to
repair an economy ravaged by a decade of restrictions on
its vital oil industry and issued warm welcomes to global
investors. But major European investors could think twice
about involvement in Iran if tension mounts with the United
States and uncertainty grows over survival of the accord.
“If European companies don’t have the comfort of a politi-
cal agreement endorsed by the Americans they will say
stop,” said a senior French diplomat. Among European
firms that have announced big deals in Iran since the deal
took effect are planemaker Airbus AIR.PA, French energy
group Total TOTF.PA and Germany’s Siemens SIEGn.DE. 

Regional chaos
Trump enraged Tehran by saying that the Revolutionary

Guards, which have fought Iran’s regional proxy wars for
decades, was Khamenei’s “corrupt personal terror force
and militia”. Rouhani said Iranians would always stand by
the Guards. Several officials agreed that Trump’s hostility
would not change Iran’s regional behavior, determined by
Khamenei. But if Trump somehow made good on his
threats, “then Iran will adopt a harsher and aggressive
regional policy,” said one of the officials familiar with Iran’s
decision-making policy.

Iran and its rival Saudi Arabia accuse each other of
fuelling regional tensions. The Sunni Muslim kingdom is at
odds with Tehran’s revolutionary Shiite leaders in struggles
across the Arab world, including Syria, Yemen, Iraq,
Bahrain and Lebanon. On social policy, Rouhani’s scope to
loosen restrictions on individual freedoms and rights would
be crushed by hardliners if he loses political prestige.
Hardliners control the judiciary, security forces and state
media. “Whenever pressured abroad, the regime increases
pressure at home to silence any opposition,” said a former
moderate official. — Reuters 

Trump hostility 
set to deepen Iran 
power struggles 

HK leader tinkers 
with economy in 
face of challenges
Hong Kong’s new leader Carrie Lam showed
last week that bringing the mojo back to the
territory’s once uniquely dynamic economy
isn’t going to be easy.  In her first policy
address since coming into power in July, the
chief executive acknowledged that “Hong
Kong is facing increasingly grave challenges,”
citing in particular competition from other
economies. She called for the development of
an economy that was more diversified and
fostered leading technologies.

It was an echo of Chinese President Xi
Jinping’s comment that Hong Kong’s tradi-
tional strengths  are “losing their edge, while
new drivers of growth have yet to emerge,”
during his visit to the city in July. But econo-
mists and investment strategists said that
while Lam and her big boss in Beijing may
have identified the disease, they have yet to
come up with a cure.

In her policy speech she sought to tinker
with probably the territory’s biggest social
problem - soaring property prices that have
put owning an apartment out of reach for
many young middle and working class Hong
Kongers. And she decided to throw money at
another issue - the lack of innovation - by
targeting a doubling of the percentage of the
city’s gross domestic product that goes to
research and development (R&D). But her
“Starter Homes” scheme - meant to provide
affordable housing for purchase by lower-
income residents - may only make a small
dent in the problem. Hopes she would come
up with proposals to free up much more land
for development weren’t addressed.

Kevin Lai, chief economist for Asia ex-
Japan at Daiwa, called the new housing
measures and some tax cuts aimed at small
businesses “trivial”.  He said the government
needed to rid young people of the housing
burden to allow them to focus on more
enterprising activities, which he says would
have more success than government-funded
projects. “Unless you give more power to
the younger generation your economy will
not be able to rebalance,” Lai said. “I’m
afraid Hong Kong is losing its relevance to
the rest of the world.” 

Past missteps
There have been a number of faltering

attempts by the Hong Kong authorities to
diversify the territory’s economy in the past
20 years. The Cyberport business park,
which was first announced in 1999 and built
in the following decade, was supposed to
make Hong Kong a great incubator for tech-
nology start-ups. But many new businesses
prefer Shenzhen, just across the border in
mainland China, and the park area has turned
into as much of a residential development as
a base for entrepreneurs.

Among a number of other examples of
less-than-stellar results from government-
financed projects is Hong Kong’s Kai Tak
Cruise Terminal, which has attracted both
fewer ships and high-spending passengers
than the government hoped when it opened it
in 2013 after investing HK$6.6 billion ($845
million). Hong Kong’s old model is not deliv-
ering: its once world-leading port has been
overtaken by cheaper options on the Chinese
mainland, and its role as a middleman selling
everything from iPhones to infant milk formu-
la to mainlanders has diminished as China’s
own retail industry has developed.

The problem is that the benefits it gets from
being a gateway to and from China all come
with big prices. Cash-rich mainland Chinese
have sent apartment prices into the strato-
sphere - UBS recently estimated that Hong
Kong was the world’s most expensive city for
apartments with the average living space per
person now only 14 sq m. That has helped to
drive growth - it is a major reason that the
Hong Kong economy grew at 4 percent in the
first half of the year. But it is also hurting many
who are not yet on the housing ladder.

Even Hong Kong’s role as a financing cen-
tre for China carries major risks. Increased
stock and bond market connections with the
mainland have brought new business to the
territory’s banks and brokerages but their
growing mainland profile is a concern to
credit rating agency, Moody’s Investors
Service. “China doesn’t need Hong Kong as
much as in the past,” CLSA economist Ines
Lam said. “Hong Kong is losing competitive-
ness in a lot of areas. That’s why it’s an urgent
issue for us to find new growth drivers.”

One big hope is that Beijing will use the
city as a finance hub for its ambitious Belt
and Road Initiative through which China is
developing infrastructure and increased trade
and investment ties with many countries in
Asia and beyond. —Reuters
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IS threat to SE Asia despite leader’s death

Kobe Steel scandal 
exposes ‘Made in 
Japan’ fault-lines
Under the once-vaunted “keiretsu” system of
close, trust-based ties between manufactur-
ers and suppliers, “Made-in-Japan” became a
byword for industrial quality and reliability.
That reputation has eroded over recent
years. Kobe Steel is just the latest in a string
of corporate scandals involving data tamper-
ing and other methods of cheating to tarnish
the Japan Inc quality stamp. It may be a sign
that the government’s push to improve cor-
porate governance is seeing greater disclo-
sure of wrongdoing.

But the root cause is more likely that
Japanese manufacturers are failing modern
compliance standards as they grapple with a
shrinking domestic market and increased
global competition. As the focus has shifted
to market mechanisms instead of cosy rela-
tionship-based arrangements, Japanese man-
ufacturers have had to compete on price and
expand their client base. “Growing global
competition has forced Japanese manufactur-
ers to cut costs to be more efficient, while
fulfilling a production quota which is often
difficult to achieve,” said Motokazu Endo, a
lawyer at Tokyo Kasumigaseki law office.

The “keiretsu” system was the bedrock of
Japan’s automotive industry. As the market
has become more competition based, those
automakers now invest less money in their
suppliers and spend less time checking what
those suppliers’ factories are producing, says
Hitoshi Kaise, an auto industry consultant
and partner at Roland Berger.

Beyond that, Japan’s economy has suf-
fered decades of anaemic growth, bogged
down in deflation with its population shrink-
ing and with growing competition from its
Asian neighbors. Those pressures have
potentially whittled away at Japanese firms’
ability to compete, says Hideaki Miyajima, a
Waseda University professor and corporate
governance expert.

‘Gone too far’
The list of manufacturer miscreants is

long, and growing. Nissan Motor Co has had
to recall every new car it sold in Japan in the
last three years after it falsified safety checks.

Both Suzuki Motor Corp and Mitsubishi
Motors Corp have faced scandals over fuel
economy tests on their vehicles, and there
was wrongdoing by the now bankrupt air
bag maker Takata, Toyo Tire & Rubber Co
and Asahi Kasei Corp. “While focusing on
targets was right in the beginning it has gone
too far, with companies that can’t hit their
targets resorting to deception,” says Hiroshi
Osada, a production quality expert and
Bunkyo University professor.

Over the last 15 years compliance rules
have become stricter but many Japanese
companies have carried on with practices
common in the past, says Nobuo Gohara, a
lawyer specializing in compliance, who took
part in an audit of Olympus Corp after its
accounting scandal in 2011. “There are many
of these problems lying dormant on the facto-
ry floor,” he said. Japan runs the risk it will
“lose out as other Asian economies, including
China, progressively raise their standards of
quality and reliability,” said Professor Thomas
Clarke, a corporate governance expert at the
University of Technology in Sydney.

Better boards
And it’s not just dodgy data.

Conglomerate Toshiba Corp is still battling an
accounting scandal, and there is a litany of
wrongdoing at Tokyo Electric Power Co
(TEPCO), the operator of the stricken
Fukushima Daiichi nuclear complex. Just this
week, Japan’s nuclear regulator said Japan
Nuclear Fuel had violated safety rules at its
Rokkasho site by fabricating records to say
safety checks had been carried out.  The
plant’s start data has been delayed 23 times.

Even when moves are taken to strengthen
external monitoring of companies, “it’s not
possible to conduct checks day in, day out,”
said Osada at Bunkyo University, who sat on
an external panel that audited Toyota during
its 2010 recall crisis. Companies must do
more to develop a culture in which workers
are able to raise concerns and say ‘no’ to
their bosses, and in which teamwork is used
to catch wrongdoing by other employees,
Osada added.

More attention should be focused on
Japan’s board members, who are not active
enough in engaging with scandals when they
occur, says Shin Ushijima, lawyer and presi-
dent of the Japan Corporate Governance
Network, noting a tendency for companies to
be over-reliant on appointing outside panels
that are not truly independent. —Reuters


