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In the Budget for 2021-22, the Finance Minister, Nirmala Sitharaman, had announced the 

Government’s decision to monetise operating public infrastructure assets, declaring this as an important 

financing option for constructing new infrastructure. She announced that a “National Monetization 

Pipeline” (NMP) would be launched to achieve this objective (https://bit.ly/38KdR7s). Just months later, 

the NMP was unveiled, which shows that the Government intends to raise ₹6-lakh crore over the next 

four years by monetising several “core assets”. The term asset monetisation is not new in this 

government’s lexicon. It has been used during the proposed disinvestment of Air India and other public 

sector enterprises. Thus, asset monetisation is de facto “privatisation” of government-owned assets by 

another name. 

 

Trying to make a distinction 

One possible reason for the change in the terminology is the strong political undertones 

associated with the term “privatisation”. A two-volume NITI Aayog report (https://bit.ly/3h7gFQt), 

which serves as the “asset monetisation guidebook”, explains that the NMP will help in “evolving a 

common framework for monetisation of core assets” and this will help draw a distinction from 

privatisation. But is there a functional distinction between asset monetisation and privatisation? 

The NITI Aayog report describes asset monetisation as “transfer of performing assets … to 
unlock ‘idle’ capital and reinvesting it in other assets or projects that deliver improved or additional 

benefits”. In our view, asset monetisation raises three sets of questions. First, are the assets identified 

for monetisation “idle” or “performing”? Surely, they cannot be both. Second, can the country’s 

ordinary citizens expect to receive the purported “additional benefits”? And, finally, could the 

Government have looked for other avenues for mobilising resources, rather than selling tax-payers’ 
assets? 

The Government has identified “performing assets” to transfer to private entities and these are 

both strategic and significant. These include over 26,700 kilometres of highways, 400 railway stations, 

90 passenger trains, 4 hill railways, including the Darjeeling Himalayan Railway. Moreover, existing 

public sector infrastructure in telecoms, power transmission and distribution and petroleum, petroleum 

products and natural gas pipelines are included in the NMP. If such assets were not offered, would the 

private sector be interested in acquiring rights over them? 

 

Some data 

Under the NMP, the Government intends to lease or divest its rights over these assets via long-

term leases against a consideration that can be upfront and/or periodic payments. Thus, expected 

financial flows from leasing or divesting the Government’s share in these entities would be a major 

benefit for the central government, which is in the throes of a fiscal crisis. At the end of 2020-21, the 

central government’s debt to GDP ratio had exceeded 60%, increasing from 48.6% a year before. 

Current expectations are that in 2021-22, this figure will be close to 62%. Given this situation, the NMP 

is being projected as the ability of the Government to raise resources and to work its way out of the 

fiscal logjam. 

 

Significant impact 

The most surprising aspect of the Finance Minister’s announcement regarding the NMP is that 

the Government has avoided mentioning the consequences of asset monetisation on the ordinary 

citizens of the country. To understand this issue, two obvious dimensions need to be considered. First, 

the assets that are being offered for leasing or divestment have all been created through substantial 

contribution by the tax-paying public, who have stakes in their operation and management. Second, 
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these assets have, until now, been managed by the Government and its agencies, which operate in 

public interest and are not driven by the profit-making considerations. 

Therefore, charges borne by the public for using these assets have remained reasonable. With 

private companies getting the sole responsibility of running all these assets, from highways and railways 

to all the major utilities such as power, telecom and gas, the citizens of this country would be double-

taxed. First, they paid taxes to create the assets, and would now pay higher user charges. 

The reason for this is simple. Unlike the public sector entities, private companies are mandated, 

and quite justifiably so, to maximise their profits and to increase the returns enjoyed by the 

shareholders. In other words, it is not social benefit, but higher private returns that drives the 

corporates. Therefore, as the Government prepares to transfer “performing assets” to the private 

companies, it has the responsibility to ensure that user charges do not price the consumers out of the 

market. This critical dimension has not clearly been spelt out even in the NITI report. It is evident that 

consumers’ interest can be protected only if the Government can curb profit-maximising tendencies of 

the companies through regulators. 

In the past episodes of privatisation of utilities, instead of effective regulation, there have been 

instances of regulatory capture instead, resulting in the exploitation of consumers. Take for example the 

privatisation of the power distribution system in the country’s capital. The then Congress government 

privatised power distribution, and this resulted in a steep increase in power charges that not only 

threatened to price out the poorer sections but adversely affected the middle class as well. Providing 

cheaper power was one of the main election promises of the Aam Aadmi Party, which was fulfilled by 

providing subsidised power to the consumer. But little does the capital’s electorate realise that the 

Government is providing subsidies from the taxes it collects. This implies that the city’s taxpayers are 

either paying higher taxes and/or foregoing public services for “benefiting” from “cheaper” power 

charges, while the companies are continuing to earn their promised profits. 

 

Tapping the tax route 

Finally, since the proposed asset monetisation has resulted from the resource crunch faced by 

the Government, a pertinent question is whether there were other avenues that it could have been 

tapped for plugging the resource gap. One possibility was to increase the tax revenue, for at 17.4% in 

2019-20, India’s tax to GDP ratio was relatively low, as compared to most advanced nations. 

Improvements in tax compliance and plugging loopholes have long been emphasised as the surest way 

to improve tax revenue, but little has been done, as the following example shows. Since 2005-06, the 

Government has been providing data on the profits declared and taxes paid by companies that file their 

returns electronically. This data reveals that in 2005-06, 40% of these companies had declared that they 

were not earning any profits, and this figure had increased to over 51% in 2018-19. Further, the share of 

the reporting companies earning profits of ₹1 crore or less was 55% in 2005-06; this figure had declined 

to 43% in 2018-19. These numbers lend themselves to only one conclusion. India’s large companies have 

been exploiting the loopholes for reporting lower profits and to escape the tax net. But why have 

successive governments been so indulgent? 

 

On public sector efficiency 

According to NITI Aayog, the “strategic objective of the Asset Monetisation programme is to 

unlock the value of investments in public sector assets by tapping private sector capital and 

efficiencies”. The NITI Aayog objective assumes that public sector enterprises are inefficient, which is 

contrary to the reality. In 2018-19, while 28% of these enterprises were loss-making, the corresponding 

figure for large companies was 51%. Is it realistic to assume that the asset monetisation programme 

would deliver efficiencies? 
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 monetisation (noun) – In general, it is the 

process of converting something (e.g. an asset) 

into money. 

 monetise (verb) – earn money, generate 

revenue. 

 unveil (verb) – present, disclose, make public. 

 lexicon (noun) – dictionary, glossary, word list, 

vocabulary list. 

 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. 

 Public Sector Enterprise/Public Sector 

Undertaking (PSU) (noun) – Companies owned 

by the Union Governmentof India or one of the 

many state or territorial governments or both 

together in parts. The company stock is 

majority-owned by the government in a PSU. 

 de facto (adjective) – Latin, literally ‘of fact’; 
existing, actual, effective. 

 privatisation (noun) – transfer of a business, 

industry, academic institutions, or service from 

public to private ownership and control. 

 distinction (noun) – difference, differentiation, 

variation. 

 terminology (noun) – language, parlance, 

vocabulary, choice of words. 

 undertone (noun) – implication, hidden 

meaning, connotation, undercurrent. 

 volume (noun) – book. 

 evolve (verb) – develop, progress, advance, 

expand, enlarge gradually. 

 idle (adjective) – not in use, not operating, not 

working, inactive, out of action, inoperative, 

non-functioning, unused. 

 purported (adjective) – alleged, supposed, 

claimed, professed, reported, ostensible. 

 look for (phrasal verb) – search for, try to find, 

hope to obtain something. 

 avenue (noun) – way, direction, route, path (to 

make progress toward something). 

 mobilise (verb) – (of resources) bring together 

for a specific cause. 

 entity (noun) – organization, system, 

establishment. 

 strategic (adjective) – relating to achieving 

long-term or overall goals. 

 moreover (adverb) – besides, furthermore, in 

addition. 

 divest (verb) – deprive, strip, dispossess. 

 consideration (noun) – payment, fee, 

premium. 

 upfront (adverb) – (of payment) in advance, 

beforehand, ahead of time. 

 periodic (adjective) – regular, recurrent, 

repeated. 

 flow from (phrase) – come from 

(continuously). 

 in the throes of (phrase) – struggling with, 

grappling with, in the middle of. 

 debt (noun) – liability, financial obligation, 

borrowed capital. 

 Gross domestic product (GDP) (noun) – a 

measure of economic activity in a country. It is 

the total value of a country’s annual output of 

goods and services. 

 given (preposition) – considering, taking into 

account, bearing in mind. 

 the way out (noun) – a method of dealing with 

a problem; solution. 

 fiscal (noun) – financial. 

 logjam (noun) – deadlock, gridlock, impasse, 

stalemate, standstill. 

 dimension (noun) – aspect, feature, side, 

element, facet. 

 divestment (noun) – dispossession, 

withdrawal, removal, taking away, stripping. 

 substantial (adjective) – considerable, 

significant, large. 

 stake (noun) – share, interest, involvement, 

concern (in a situation/system). 

 public interest (noun) – the public good; the 

advantage/benefit of the community in 

general. 

 drive (verb) – operate, handle, manage. 

 consideration (noun) – motive, factor, aspect, 

point. 

 borne past participle of bear (verb) – carry, 

support, absorb. 

 run (verb) – manage, organize, direct, control. 
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 utility (noun) – an organization (supplying 

water, gas, power & etc.). 

 mandate (verb) – require; make mandatory. 

 justifiably (adverb) – validly, legitimately, 

reasonably. 

 price oneself out of the market (phrase) – 

charge too high price for a product or service 

(and so no one is willing to buy them). 

 spell out (phrasal verb) – explain, make clear, 

elucidate/clarify. 

 curb (verb) – control, contain, restrict, limit. 

 tendency (noun) – inclination, disposition, 

penchant. 

 regulator (noun) – an association that 

supervises a particular business activity. 

 episode (noun) – incident, event, occurrence. 

 regulation (noun) – supervision, overseeing, 

monitoring, inspection. 

 regulatory (adjective) – managerial, 

controlling, supervisory. 

 regulatory capture (noun) – regulatory capture 

happens when a government’s regulatory 

agency, which was created in the public 

interest, ends up promoting the 

political/commercial concerns of the 

companies/entities it is supposed to be 

regulating. 

 result in (phrasal verb) – cause, bring on, bring 

about. 

 exploitation (noun) – taking advantage, 

making use, misuse, ill treatment, unfair 

treatment, sucking dry, squeezing.  

 steep (adjective) – sudden, sharp, rapid. 

 price someone out (phrase) – to make 

someone unable to buy/pay for something as 

it is too expensive. 

 adversely (adverb) – unfavourably, 

disadvantageously, badly. 

 subsidy (noun) – also called subvention; a 

financial contribution granted to help an 

industry or business, mostly given by a 

government, in order to keep the price of 

service/goods at a low level. 

 imply (verb) – suggest, hint, intimate. 

 foregoing (adjective) – preceding, aforesaid, 

aforementioned, previously mentioned, above-

stated. 

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

utilize, deploy, exploit. 

 resource crunch (noun) – an acute shortage (or 

“drying up”) of resources. 

 pertinent (adjective) – relevant, appropriate, 

applicable. 

 plug the gap/hole (phrase) – give something 

that is lacking/deficient in a particular 

situation. 

 relatively (adverb) – comparatively, 

proportionately, somewhat, to a certain 

extent/degree. 

 compliance (noun) – conformity, observance, 

observation, accordance, adherence. 

 tax compliance (noun) – the degree to which a 

taxpayer complies (or fails to comply) with the 

tax rules of his or her country, for example by 

declaring income, filing a return, and paying 

the tax due in a timely manner. It simply refers 

to taxpayers’ decision to comply with tax laws 

and regulations by paying tax timely and 

accurately. 

 plug the loophole (phrase) – change 

something so that there is no longer a 

loophole (flaw/fault/defect). 

 loophole (noun) – ambiguity in the law; 

flaw/fault, defect. 

 emphasise (verb) – draw attention to, put 

stress on, underscore, highlight. 

 sure (adjective) – guaranteed, unfailing, 

reliable, dependable, trustworthy, unfailing. 

 lend oneself to (phrase) – be suitable for, be 

appropriate for, be adaptable to, be applicable 

for. 

 exploit (verb) – take advantage of, make use 

of, utilize, capitalize on, benefit from. 

 successive (adjective) – consecutive, 

succeeding. 

 indulgent (adjective) – easy-going, mild, broad-

minded, soft-hearted, forgiving. 

 contrary to (phrase) – conflicting with, 

opposed to. 

 corresponding (adjective) – comparable, 

equivalent. 
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