Funding Infrastructure of INDIA


with US$ 500 Billion or Rs. 23,00,000 crores 

by 10-15-20-year low-interest tax-free bonds in Indian Rupees
It is estimated that a large amount of “Indian Money”, is lying outside India, due to poor governance & administration of India and due to past regimes of controls and high taxation. 

If India can put its “House in Order”, to near World Class Standards, a substantial part of this money could easily come back to drive the Indian economy. 

Unofficial estimates of Indian funds lying out side range from US$ 400 billion to US$ 800 billion! India’s total foreign debt is about US$112 billion.

The interest rates are very low in the international markets and interest rates are also dropping in India.  The Indian rupee has started to strengthen vis-à-vis the US$ during the last 12 to months.

NRI’s, PIO’s & Citizens would be interested to invest in Indian paper with reasonable rate of interest and attractive tax incentives. 

The Indian Central and State Governments should plan for 10-15-20 year INDIA-Infrastructure-Bonds, with a coupon rate of 4 to 5%, both for Domestic Citizens as well as for NRI’s, with tax breaks and incentives. Or it could be a floating rate, based on some standard base rate, plus a premium of 100 to150 basis points. 

India requires in the next 10 years about US$ 400 to US$500 billion for Power, Education, Health Care, connecting the Water Ways and Rivers, for Ports, Airports, Railways and Roads. 
The effects of the “Golden Quadrangle” are already visible. The next stage would be to modernize and connect them to the ports and state capitals, the state capitals to the district head quarters, the district head quarters to the 600,000 villages.
After the 2nd World war, when Germany was devastated, the German Government came out with a similar scheme to build the Nation. 
China has had a novel scheme for years. This is one of the main methods of financing the Municipalities and infrastructure. Recently Italy has raised more than US$ 50 billion this way.
The availability of such funds could also reduce government borrowings, which may ultimately reduce the existing cost of funds for Indian enterprises and business.

It may be a good time to consider such proposals. The present rate of borrowing for Infrastructure Projects is too high in India! There is NO question of Foreign exchange risk, since the funds will be transferred into Indian Rupees and the interest and principal amounts will be paid out only in Rupees. The NRI’s could nominate Indian residents as beneficiaries, if required. 
All funds received for the INDIA-Infrastructure-Bonds, must ONLY be routed through HUDCO, LIC, SBI, IL&FS or the IDFC, so that the money spent is only on Infrastructure. The acceptability, accountability and credibility of all of them is high. They are capable of handling mega projects. In order that such funds are not diverted for other uses or be misused; they should not be handed over to state and central government funds, but only to the above mentioned institutions.
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