
In the Budget for 2021-22, the Fi-
nance Minister, Nirmala Sitha-
raman, had announced the Go-

vernment’s decision to monetise
operating public infrastructure as-
sets, declaring this as an impor-
tant fi�nancing option for con-
structing new infrastructure. She
announced that a “National Mone-
tization Pipeline” (NMP) would be
launched to achieve this objective
(https://bit.ly/38KdR7s). Just
months later, the NMP was un-
veiled, which shows that the Go-
vernment 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 pro-
posed disinvestment of Air India
and other public sector enterpris-
es. Thus, asset monetisation is de
facto “privatisation” of govern-
ment-owned assets by another
name.

Trying to make a distinction
One possible reason for the
change in the terminology is the
strong political undertones asso-
ciated with the term “privatisa-
tion”. A two-volume NITI Aayog
report (https://bit.ly/3h7gFQt),
which serves as the “asset moneti-
sation guidebook”, explains that
the NMP will help in “evolving a
common framework for monetisa-
tion of core assets” and this will
help draw a distinction from priva-
tisation. But is there a functional
distinction between asset moneti-
sation and privatisation? 

The NITI Aayog report de-
scribes asset monetisation as
“transfer of performing assets … to

unlock ‘idle’ capital and reinvest-
ing it in other assets or projects
that deliver improved or addition-
al benefi�ts”. In our view, asset mo-
netisation raises three sets of ques-
tions. First, are the assets
identifi�ed for monetisation “idle”
or “performing”? Surely, they can-
not be both. Second, can the coun-
try’s ordinary citizens expect to re-
ceive the purported “additional
benefi�ts”? And, fi�nally, could the
Government have looked for other
avenues for mobilising resources,
rather than selling tax-payers’
assets?

The Government has identifi�ed
“performing assets” to transfer to
private entities and these are both
strategic and signifi�cant. These in-
clude over 26,700 kilometres of
highways, 400 railway stations, 90
passenger trains, 4 hill railways,
including the Darjeeling Hima-
layan Railway. Moreover, existing
public sector infrastructure in te-
lecoms, power transmission and
distribution and petroleum, petro-
leum products and natural gas pi-
pelines are included in the NMP. If
such assets were not off�ered,
would the private sector be inter-
ested 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 fi�nan-
cial fl�ows from leasing or divesting
the Government’s share in these
entities would be a major benefi�t
for the central government, which
is in the throes of a fi�scal crisis. At
the end of 2020-21, the central go-
vernment’s debt to GDP ratio had
exceeded 60%, increasing from
48.6% a year before. Current ex-
pectations are that in 2021-22, this
fi�gure will be close to 62%. Given
this situation, the NMP is being
projected as the ability of the Go-

vernment to raise resources and to
work its way out of the fi�scal
logjam.

Signifi�cant impact 
The most surprising aspect of the
Finance Minister’s announcement
regarding the NMP is that the Go-
vernment has avoided mentioning
the consequences of asset moneti-
sation on the ordinary citizens of
the country. To understand this is-
sue, two obvious dimensions need
to be considered. First, the assets
that are being off�ered for leasing
or divestment have all been creat-
ed through substantial contribu-
tion by the tax-paying public, who
have stakes in their operation and
management. Second, these assets
have, until now, been managed by
the Government and its agencies,
which operate in public interest
and are not driven by the profi�t-
making considerations. 

Therefore, charges borne by the
public for using these assets have
remained reasonable. With priv-
ate companies getting the sole res-
ponsibility of running all these as-
sets, from highways and railways
to all the major utilities such as
power, telecom and gas, the citi-
zens of this country would be dou-
ble-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 justifi�ably so, to maxi-
mise their profi�ts and to increase
the returns enjoyed by the share-
holders. In other words, it is not

social benefi�t, but higher private
returns that drives the corporates.
Therefore, as the Government pre-
pares to transfer “performing as-
sets” 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 re-
port. It is evident that consumers’
interest can be protected only if
the Government can curb profi�t-
maximising tendencies of the
companies through regulators. 

In the past episodes of privatisa-
tion of utilities, instead of eff�ective
regulation, there have been in-
stances of regulatory capture in-
stead, resulting in the exploitation
of consumers. Take for example
the privatisation of the power dis-
tribution system in the country’s
capital. The then Congress govern-
ment privatised power distribu-
tion, and this resulted in a steep in-
crease in power charges that not
only threatened to price out the
poorer sections but adversely af-
fected the middle class as well.
Providing cheaper power was one
of the main election promises of
the Aam Aadmi Party, which was
fulfi�lled by providing subsidised
power to the consumer. But little
does the capital’s electorate real-
ise that the Government is provid-
ing subsidies from the taxes it col-
lects. This implies that the city’s
taxpayers are either paying higher
taxes and/or foregoing public ser-
vices for “benefi�ting” from
“cheaper” power charges, while
the companies are continuing to
earn their promised profi�ts.

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 ave-
nues that it could have been
tapped for plugging the resource
gap. One possibility was to in-

crease 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. Improve-
ments in tax compliance and plug-
ging loopholes have long been em-
phasised as the surest way to
improve tax revenue, but little has
been done, as the following exam-
ple shows. Since 2005-06, the Go-
vernment has been providing data
on the profi�ts declared and taxes
paid by companies that fi�le their
returns electronically. This data
reveals that in 2005-06, 40% of
these companies had declared
that they were not earning any
profi�ts, and this fi�gure had in-
creased to over 51% in 2018-19.
Further, the share of the reporting
companies earning profi�ts of ₹�1
crore or less was 55% in 2005-06;
this fi�gure had declined to 43% in
2018-19. These numbers lend
themselves to only one conclu-
sion. India’s large companies have
been exploiting the loopholes for
reporting lower profi�ts and to es-
cape the tax net. But why have
successive governments been so
indulgent?

On public sector effi�ciency
According to NITI Aayog, the “stra-
tegic objective of the Asset Moneti-
sation programme is to unlock the
value of investments in public sec-
tor assets by tapping private sector
capital and effi�ciencies”. The NITI
Aayog objective assumes that pu-
blic sector enterprises are ineffi�-
cient, which is contrary to the real-
ity. In 2018-19, while 28% of these
enterprises were loss-making
(https://bit.ly/3jLPHQ7), the cor-
responding fi�gure for large compa-
nies was 51%. Is it realistic to as-
sume that the asset monetisation
programme would deliver
effi�ciencies?
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