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The Government has launched a National Monetisation Pipeline, or NMP to sell public assets or, more precisely, their 

revenue streams over the next four years. The pipeline mostly includes railway stations, freight corridors, airports, and 

renovated national highway segments (yielding toll revenue) amounting to ₹6-lakh crore, or 3% of GDP in 2020-21. 

As outlined in the Union Budget, the NMP aims to mobilise resources for financing infrastructure. The other two methods of 

raising resources are: setting up of a development finance institution (DFI) and raising the share of infrastructure investment in 

the central and State Budgets. 

 

Hard questions 

The proposed asset sale (monetisation) raises many questions. Conceptually, how is it different from disinvestment 

and privatisation (D-P) practised for the last three decades? Since D-P proceeds (revenues) have seriously missed the targets 

almost every year, how believable are the NMP targets? And how are they likely to perform differently? Is the NMP a desperate 

attempt to shore up public finances, after nearly two years of dismal output growth, stagnant tax-GDP ratio despite the steep 

rise in taxes on petroleum products? If so, is such a distress (fire) sale desirable to obtain a “fair value” for public assets? Would 

the market not factor in the dire state of the economy in beating down the prices, as in any distress sale? 

The NMP differentiates “asset monetisation” from “asset sale” by saying: “Asset Monetisation, as envisaged here, 

entails a limited period license/lease of an asset, owned by the government or a public authority, to a private sector entity for 

an upfront or periodic consideration” (NMP, volume 1, page 5). 

Asset monetisation as defined above is the same as the net present value (NPV) of the future stream of revenue with 

an implicit interest rate (whether it is a sale or lease of the asset). In a footnote, the NMP document further clarifies: “Sale, i.e. 

transfer of legal ownership of assets is only envisaged in cases such as disinvestment of stake, etc.”. Again there seems to be 

conceptual confusion. Sale of minority equity does not lead to a change in managerial control. Hence, the official attempt to 

differentiate its initiative from the earlier efforts seems feeble and incorrect. 

 

Historic missteps 

The NMP outlines mainly two modes of implementing the monetisation: public-private partnership (PPP) and 

“structured financing” to tap the stock market. PPP in infrastructure has been a financial disaster in India, as evident from what 

happened after the economic boom of 2003-08. Surely, India did create world-class airports in Mumbai and Delhi and speeded 

up highway road reconstruction. 

However, after the 2008 financial crisis, as the world economy and trade plummeted, and as India’s GDP growth rate 

slowed down sharply, hurting demand (and revenues for the indebted companies), many PPP projects failed to repay bank 

loans. Banks were left holding the non-performing assets (NPAs). Further, as the bulk of the lending was to politically connected 

corporate houses and firms (Bollygarchs as picturesquely described by James Crabtree in his book, The Billionaire Raj), debt 

resolution came in the cross-hairs of the political and banking system. India is still reeling from the legacy of that period without 

any easy and credible solutions in sight. 

An Infrastructure Investment Trust (InvIT) is being mooted as an alternative means of raising finance from the stock 

market. In principle, InvIT is much like a mutual fund, whose performance is largely linked to stock prices. It may be worthwhile 

to jog one’s memory to recall how the disinvestment process began in 1991 after the initiation of economic reforms. It was by 

“off-loading” bundles of shares of public sector enterprises (PSEs) to the financial institution UTI, which in turn sold the bundles 

in the booming secondary stock market to realise the best price. The euphoria was short-lived, however, as the market crashed 

in the wake of the Harshad Mehta scam, stalling and discrediting the disinvestment process for almost the entire decade. 

Hence, it may be worth learning the lessons from the historical missteps before getting enamoured with the idea all 

over again by the current stock market boom. As many have apprehended, the currently high stock prices seem like a bubble 

with heightened uncertainties in the global financial market. 

With the U.S. Fed committed to reducing its assets purchase programme (known as quantitative easing), the “hot 

money” inflow that has fuelled Indian stock prices may dry up throwing up nasty surprises. 

In 2020-21, the economy contracted by 8% due to the pandemic and lockdown, as in the annual report of the Reserve 

Bank of India (RBI). The current year is at best likely to regain the pre-pandemic GDP level. Aggregate saving and investment 

rates (that is, as ratios of GDP) have (expectedly) contracted. The stock market is however booming, dancing to short-term 

foreign capital inflows, with little connection with the real economy. Given its distressed state, the asset monetisation effort 

appears nothing short of a fire sale. 

 

Other solutions 

Thus, it seems unwise to anchor the acutely needed investment revival strategy on a discredited PPP model or on 

fickle Foreign Institutional Investors (FII) investment in a frothy stock market. Instead of assets monetisation, why not monetise 

debt, with committed borrowing from the market and the central bank? With the financial system flush with liquidity with no 

takers for bank credit, why not finance the proposed investment — as envisaged in the Budget — by government borrowing. 

The usual objections against such an idea are three: cost of borrowing, “crowding-out” of private investment, and the 

inflationary threat. 
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The RBI’s annual report shows the weighted average cost of central government borrowings in 2020-21 was 5.8%. 

And the inflation rate as measured by the consumer price index (CPI-combined) was 6.2%. Thus, with a negative 0.4% real 

interest rate (real interest rate is nominal interest rate minus inflation rate), domestic borrowing in home currency is a steal. 

Chances of crowding-out private investments are remote with a liquidity overhang in the market. Inflation risk is also limited 

with little aggregate demand pressures (barring temporary bottlenecks due to localised lockdowns). 

The rising public debt to GDP ratio is often red-flagged as a potential risk to rating downgrade by bond rating 

agencies. If the debt is productively used to expand GDP (the denominator), such risks seem minimal. Moreover, rising external 

debt by fickle portfolio investors perhaps carries a greater risk to external instability. Foreign portfolio investment has 

skyrocketed by 6,800% in 2020-21, over the previous year, to $38 billion (as per RBI data released in May). This, perhaps, poses 

a greater financial hazard than the potential rise in debt monetisation in domestic currency used for productive purposes. 

 

In perspective 

To sum up, the NMP is an ambitious “retail” sale or lease of revenue yielding public capital projects — with the 

potential threats of allegations of corruption and cronyism derailing the process — to revive investment demand and to halt the 

economic decline. The main instruments proposed for implementing the NMP are public-private partnerships and a stock 

market-based investment trust (InvIT). Both have serious shortcomings, as experience demonstrates. The NMP document 

seems silent on how to overcome past mistakes. Hence, the NMP appears like a fire sale which may not help realise the best 

social value for public assets to kick-start investment demand. 

If reviving investment demand quickly is the real goal, debt monetisation seems a better option than asset 

monetisation. It is a “wholesale” business with lower operating and transaction costs, and at a currently negative interest rate. 

With excess liquidity in the financial markets, and low aggregate demand, the inflationary threat seems minimal. Such targeted 

borrowing, if quickly funnelled into infrastructure investment projects, could crowd-in (or bring in) private investment igniting a 

virtuous cycle of investment-led economic revival. 

 

 monetisation (noun) – In general, it is the process of 

converting something (e.g. an asset) into money. 

 tick all the boxes (phrase) – to fulfill all the 

requirements. 

 National Monetisation Pipeline (NMP) (noun) – 

Creation of National Monetisation Pipeline (NMP) is 

Government of India’s pioneering initiative to establish a 

medium-term pipeline along with a roadmap for 

“monetisationready” assets. Developed in the backdrop 

of the unprecedented Covid-induced economic and 

fiscal shocks, NMP lists out assets and asset classes, 

under various infrastructure ministries, which will be 

monetised over a period of time. The government’s 

ambitious National Monetisation Pipeline (NMP) 

scheme that aims to monetise assets worth Rs 6 lakh 

crore between 2021-22 and 2024-25 will likely benefit 

economy and infra-centric sectors. Assets from various 

sectors, including railways, roads, aviation, telecom and 

power transmission, will be monetised in this four-year 

leasing programme and funds invested in new 

infrastructure projects. 

 kick start (verb) – to make something start quickly. 

 stream (noun) – a continuous flow of something. 

 revenue stream (noun) – a regular/continuous series of 

revenue coming from a business. 

 freight (noun) – goods, cargo, consignment, shipment. 

 corridor (noun) – a strip/swathe of land linking two 

areas (particularly by a road).  

 yield (verb) – produce, give, provide (financial 

return/gain). 

 mobilise (verb) – (of resources) bring together for a 

specific cause. 

 conceptually (adverb) – notionally, unpragmatically, 

speculatively, hypothetically. 

 disinvestment (noun) – the process by which the Union 

government either sells its stakes in a PSU–fully or 

partially–or lists it on the stock market. 

 privatisation (noun) – transfer of a business, industry, 

academic institutions, or service from public to private 

ownership and control. 

 proceeds (noun) – the amount of money received from 

an event/activity or from the sale of goods or services; 

income, revenue, profit, earnings, returns, gains. 

 desperate (adjective) – urgent, pressing, compelling, 

serious. 

 shore up (phrasal verb) – support, help, assist 

(financially); strengthen, fortify, buttress. 

 dismal (adjective) – bad, poor, dreadful, awful, terrible.  

 stagnant (adjective) – inactive, sluggish, slow, dormant. 

 steep (adjective) – sudden, sharp, rapid. 

 distress sale (noun) – also called a distressed sale or fire 

sale; the urgent sale of assets/properties at reduced 

prices (for quick funds). 

 factor in (phrasal verb) – take into consideration, 

include. 

 dire (adjective) – terrible, dreadful, appalling, shocking, 

grave, serious, woeful. 

 beat down (phrasal verb) – compel to decrease the 

price of something. 

 envisage (verb) – intend, propose, envision, 

contemplate. 

 entail (verb) – involve something unavoidable; 

necessitate, require, demand, call for. 

 entity (noun) – organization, body, institution, 

establishment. 

 upfront (adverb) – openly, frankly, candidly, forthrightly. 

 periodic (adjective) – regular, recurrent, repeated, 

cyclical. 
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 consideration (noun) – payment, fee, premium. 

 net present value (NPV) (noun) – the difference 

between the present value of (all future) cash inflows 

and the present value of cash (all future) outflows over a 

period of time. 

 implicit (adjective) – implied, indirect, understood; 

inherent, inbuilt, underlying. 

 footnote (noun) – less important thing/mater; 

additional thing/matter. 

 stake (noun) – share, interest, involvement, concern (in 

a situation/system). 

 equity (noun) – shares. 

 feeble (adjective) – poor, weak, unsatisfactory, 

insubstantial, ineffective. 

 misstep (noun) – mistake, blunder, false step. 

 Public-private partnership (PPP) model (noun) – a 

cooperative arrangement between two or more public 

and private sectors, typically of a long-term nature. In 

other words, it involves government sector and private 

sector company that work together to complete a 

project and/or to provide services to the population. 

 tap (verb) – make use of, put to use, use, utilize, deploy, 

exploit. 

 stock market (noun) – equity market, share market, a 

stock exchange. It is where traders buy and sell shares of 

companies on a public exchange. 

 boom (noun) – a period of rapid economic growth. 

 speed up (phrasal verb) – expedite, accelerate, step up. 

 plummet (verb) – plunge, drop, nosedive, decrease. 

 indebted (adjective) – owing money; obligated to repay 

a monetary loan. 

 non-performing assets (NPAs) (noun) – bad loans, 

troubled accounts, stressed loans; an account where 

principal and/or interest remains overdue for a period of 

time. 

 lending (noun) – financing. 

 oligarch (noun) – Russia’s richest business people who 

have considerable political influence. 

 bollygarch (noun) – India’s richest business-owners who 

have considerable political influence. 

 picturesquely (adverb) – strikingly, vividly, clearly, 

realistically. 

 debt (noun) – liability, financial obligation, borrowed 

capital. 

 resolution (noun) – solution, settlement. 

 in the cross-hairs (phrase) – something which is being 

aimed at by. (crosshairs – very thin crossed wires in the 

microscope/gun/etc which are used to focus/aim 

something preciously). 

 reel from (verb) – to be in a confused condition; to feel 

upset; to be shocked by the situation. 

 legacy (noun) – something received from a predecessor 

or from the past. 

 credible (adjective) – acceptable, trustworthy, reliable, 

dependable; believable, plausible, reasonable. 

 in sight (phrase) – observable, noticeable, visible, 

recognizable, near at hand. 

 moot (verb) – put forward, introduce, present. 

 means (noun) – way, method, mode. 

 in principle (phrase) – in theory, theoretically, on paper. 

 mutual fund (noun) – a type of investment in which 

investors pool their money together to buy a portfolio 

(range) of stocks, bonds or other securities in order to 

take advantage of diversification and professional 

portfolio (investments, shares/securities/bonds) 

management at a reasonable cost. 

 worthwhile (adjective) – valuable, helpful, useful. 

 jog one’s memory (phrase) – stimulate, prompt, stir, 

activate. 

 recall (verb) – remember, recollect, call to mind, think 

of. 

 initiation (noun) – the act of initiating; beginning, 

starting, commencement. 

 off-load (verb) – dispose of, dump, jettison, get rid of 

(something by selling it). 

 booming (adjective) – flourishing, burgeoning, thriving, 

prospering, successful. 

 euphoria (noun) – elation, excitement, 

delight/happiness. 

 short-lived (adjective) – brief, short, short-term, 

temporary, transitory. 

 crash (verb) – fail, collapse; drop, decline (in value). 

 in the wake of (phrase) – as a result of, in the aftermath 

of, as a consequence of. 

 Harshad Mehta scam (noun) – Securities Scam; 

systematic fraud of around Rs.4,000 crore that involved 

bank receipts and stamp papers leading the stock 

market to crash. Harshad Mehta successfully managed 

to manipulate stocks by illegally obtaining money from 

several banks using fake bank receipts. 

 stall (verb) – stop, obstruct, impede, hinder, hamper. 

 discredit (verb) – disprove, prove false/wrong, 

invalidate, refute, reject, challenge, dispute. 

 enamour (verb) – enchanted by, fascinated by, 

captivated by. 

 all over again (phrase) – from the beginning again. 

 apprehend (verb) – expect, foresee, predict, forecast,  

contemplate; fathom, comprehend, realize. 

 bubble (noun) – a very fast increase in the asset prices 

with subsequent decline of the economy. 

 heightened (adjective) – intensified, increased. 

 uncertainty (noun) – unpredictability, unreliability, 

riskiness, unsureness, indecision. 

 quantitative easing (QE) (noun) – Quantitative easing 

(QE) is when a central bank buys long-term securities 

from its member banks. By buying up these securities, 

the central bank adds new money to the economy; as a 

result of the influx, interest rates fall, making it easier 

for people to borrow. 

 hot money (noun) – it refers to the flow of capital funds 

from from one country to another in order to earn a 

short-term profit on interest rate differences and/or 

anticipated exchange rate shifts. 

 inflow (noun) – a flow of a large amount of something 

to a particular place. 

 fuel (verb) – stimulate, boost, encourage. 
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 dry up (phrasal verb) – dwindle, wane, disappear, 

vanish, run out. 

 throw up (phrasal verb) – produce something. 

 contract (verb) – decline, decrease, diminish, reduce. 

 aggregate (verb) – combine, merge, join, consolidate. 

 dance (verb) – oscillate. 

 capital inflow (noun) – a steady movement of capital 

(amount) into a place, economy, activity etc. 

 given (preposition) – considering, taking into account, 

bearing in mind. 

 nothing short of (phrase) – nothing less than. 

 anchor (verb) – impart/give a firm 

base/foundation/basis. 

 acutely (adverb) – extremely, seriously. 

 revival (noun) – improvement, rallying, picking up; re-

establishment, reintroduction, restoration. 

 strategy (noun) – plan of action (in order to achieve a 

more expansive set of political, economic, and security 

interests). 

 fickle (adjective) – changeable, variable, volatile, 

mercurial, unpredictable; inconstant, disloyal, 

undependable, unstable, unfaithful. 

 foreign institutional investors (FII) (noun) – companies 

established or incorporated outside India and make 

proposals for investments in India. These include hedge 

funds, pension funds, mutual funds and insurance 

companies. 

 frothy (adjective) – insubstantial, lightweight/lacking 

substance, empty. 

 monetise (verb) – earn money, generate revenue. 

 the central bank (noun) – The banking regulator of a 

county’s banking system. (e.g. The Reserve Bank of India 

(RBI) is the central bank of India). 

 flush with (adjective) – well supplied with, replete with, 

overflowing with, loaded with, overloaded with. 

 liquidity (noun) – the availability of liquid assets; 

liquidity means liquid assets; cash; (liquid asset is an 

asset which can be easily sold/converted into cash 

without losing its value); a measure of activity (i.e. the 

ability to buy or sell easily) in a market. 

 bank credit (noun) – ban loan, bank lending/borrowing. 

 crowd out (phrasal verb) – exclude, oust, overthrow, 

remove someone from a place by taking their space. 

 inflationary (adjective) – tending to cause monetary 

inflation. 

 Inflationary/price pressures (noun) – the demand and 

supply-side pressures that can cause a rise in the general 

price level; cost-push inflation, hot-economy, deficit 

finance. 

 inflation (noun) – simply meaning “cost of living”; 

increase of price level of goods & services and vice versa 

decrease of currency value. 

 Consumer Price Index (CPI) (noun) – The CPI looks at 

the basket of consumer goods and services and it 

measures the change in price of this basket over a 

period of time. To put it simply, the CPI monitors retail 

prices at a certain level for a particular commodity. 

 nominal (adjective) – minimal. 

 steal (noun) – bargain, good buy, cheap buy. 

 overhang (noun) – a situation which is lingering, 

indecisive and it is also having (a negative effect). 

 aggregate demand (AD) (noun) – it is the total demand 

for final goods and services in an economy at a given 

time. 

 bottleneck (noun) – a condition which appears as not 

solvable and so delays the process; setback, problem, 

issue, snag, difficulty. 

 red flagged (adjective) – determined as a reason to 

worry. 

 denominator (noun) – the bottom number in a fraction; 

3 is a denominator in 2/3. 

 portfolio (noun) – a range of products or services. 

 foreign portfolio investments (FPIs) (noun) – 

investments in financial assets, such as shares, 

government bonds, corporate bonds, convertible 

securities, infrastructure securities etc in a foreign 

country. 

 skyrocket (verb) – rise, increase, escalate, mount; 

mushroom, snowball. 

 hazard (noun) – danger, threat, risk. 

 in perspective (phrase) – to think about something (e.g. 

a situation) wisely and reasonably. 

 sum up (phrasal verb) – summarize, review, evaluate, 

assess, appraise. 

 ambitious (adjective) – formidable, challenging, 

demanding. 

 allegation (noun) – charge, accusation, indictment. 

 cronyism (noun) – favouritism, nepotism, patronage. 

Crony capitalism is a term describing an economy in 

which success in business depends on close 

relationships between business people and government 

officials. 

 derail (verb) – obstruct, interrupt, impede/thwart. 

 revive (verb) – restore, revitalize, renew, bring back. 

 instrument (noun) – medium, mechanism, factor, 

channel, means (to achieve/attain something). 

 shortcoming (noun) – fault, flaw, imperfection/defect. 

 debt monetisation (noun) – it refers to the purchase of 

government bonds by the central bank to finance the 

spending needs of the government. 

 crowd in (phrasal verb) – bring in, introduce. 

 virtuous cycle/spiral (noun) – when the economy is in a 

virtuous cycle, investment, productivity growth, job 

creation, demand and exports feed into (or 

beneficial/positive effect on) each other and enable 

animal spirits in the economy to thrive/grow. (animal 

spirits refers to the emotions and instincts that guide 

the behaviour of investors and consumers). 
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