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More recently the partnership between Government and private contractors have become a significant part of 

the future of the ‘’New public management” (npm) reform movement. It has radically altered public administration 

processes across countries in the organisation of economic cooperation and development (‘oecd’) in its attempts to 

increase the economy, efficiency and effectiveness of public sector.     (Eng) 

 

 

1. INTRODUCTION: 
For the economic growth of any nation the most rapid and consistent development of the infrastructure is the 

prime precondition that requires a great an aggregated arrangement of huge investment, proficient project management 

and technological advancement. The private participation has been a popular and efficient way to utilize the capabilities 

of private and combining it with public sector mechanism.  as per described in national public private policy 2011, ‘a 

public private partnership (PPP) means an legal arrangement between the government/ statutory entity/ government 

own entity on one side and a private sector entity on the other, for the provision of public assets and/or public services, 

through investments being made and/or management being undertaken by the private sector entity, for a specified period 

of time, where there is well defined allocation of risk between the private sector and the public entity and the private 

entity receives performance linked payments that conform (or are benchmarked) to specified and pre-determined 

performance standards, measurable by the public entity or its representative’.  (Gri)      

The heavy investment, long gestation periods and the slow growth are the prime characteristics of the public 

sector projects that made it obvious to involve the private economy. During the time period of 1990s, when the 

globalization and the liberalization of the economy boosted the growth rate tremendously, the PPP played an undeniable 

role. Later in the 2000s the Indian economy came out of the struggle zone and joined the competition to the leading 

global economies. The article presents a brief study about the present status of the PPP mode in India, its specific benefits 

and challenges and the ideas to improve it.  

 

Abstract: The public private partnerships (PPPs) have plays an important role in today’s modern world. It 

emerged as a very practicable, worthwhile, and growing mode of creating infrastructure for country like India. 

An efficient infrastructure is essential for sustainable economic development of the country and it plays a 

significant role in promoting national economy. it helps in increasing productivity and enhances competitiveness 

of the economy. The public private partnerships (PPPs) have plays an important role in today’s modern world. It 

emerged as a very practicable, worthwhile, and growing mode of creating infrastructure for country like India. 

Efficient public private partnership is indispensable to the economic development of a nation. The government of 

India has also the importance of the private sector in bridging the resource gap in investment and improving the 

operational and managerial efficiency in the building of an infrastructure of a project. In order necessary to 

address capacity constraints and deficiencies in the existing system.  

The Indian government is actively following policies to promote private sector involvement in the 

developmental projects and schemes. Poor infrastructure is widely recognized as a major constraint on sustained, 

rapid economic growth in India. The government is making a gigantic endeavour to expand and improve its 

projects and schemes to meet the public demands but the tons of money needed it exceed its funding capacity. 

Private investment must, therefore, complement public funding. The governance systems need to be put in place 

to erect an enabling structure for the private sector. While recent occurrence shows that the private sector has 

acted in response to some of the projects. The government of India has been fully conscious of the prosperities 

that such partnerships can give to our country economic strength and future progress .this research paper tries 

to focus on the private sector emergence as a hub for infrastructural development in Indian economy. 
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2. AIM OF THE STUDY: 

The present paper would evaluate the patterns that have emerged and helped in the social mobilization and 

increasing participation in the government projects. It also endeavours to analyse the recent trends regarding the private 

public partnership projects. The purpose of the present study is to highlight the correlation between the new age i.e., the 

21stcentury regarding the private public partnership projects and its prone and cones. 

 

3. RESEARCH METHODOLOGY:   

The present study is analytical in nature and it is based on doctrinal research. Researcher used secondary data 

to support her logic and exponents. Some books of eminent writers, articles, websites etc. related to this topic were 

studies. Researcher further screened the gathered information and selected the effective information that can be added 

in paper. 

 

4. HYPOTHESIS: 

 Efficient public private partnership is indispensable to the economic development of a nation. 

An efficient infrastructure is essential for sustainable economic development of the country plays very vital role in 

development of nation in 21st century. 

It motivated the public especially the young generation to help in development of Nation. 

The targets of higher growth in the gap and creating a better investment climate in the country 

PPPs generate the enhanced delivery of public services and help boosting the public sector reforms.  

The Indian government is actively following policies to promote private sector involvement in the developmental 

projects and schemes. 

 

5. MEANING OF PUBLIC PRIVATE PARTICIPATIONS (PPPS) 

As per the department of economic affairs, ministry of finance, government of India, 2007, PPP is means “A 

partnership between a public sector entity (sponsoring authority) and a private sector entity (a legal entity in which 

51% or more of equity is with the private partner/s) for the creation and/or management of infrastructure for public 

purpose for a specified period of time (concession period) on commercial terms and in which the private partner has 

been procured through a transparent and open procurement system”. 

 

  In simple words we can say-public-private-partnership (PPP) is joint undertakings, in which private sector and 

government cooperate and coordinate; each other to develop a project to deliver public services efficiently. 

PPP is a contract between government or a statutory authority (public sector) and a private sector unit. Both sectors 

share their skills, goods, assets and also share risk, for a project which will be used by general public. 

 

6. NEED FOR PPPS FOR INDIAN ECONOMY: 

The immense population, ever rising public expectations limited resources and budgetary constraints are the 

major factors that make the government of India dealing with the pressure while launching the new generation 

infrastructure projects for better education, healthcare, transportation, waste management and others sectors. These large 

scale projects require a great deal of financial as well as technical support. To counter this situation, the PPPs have been 

applied as the most efficient tool. In the past decade, we have several witnessed several successful infrastructural 

projects. (Mandal) 

While the physical infrastructure is considered as the baseline for the growth and overall development of an 

economy, India’s infrastructure deficit is posing the severe hurdles in attaining the targets of higher growth in the gdp 

and creating a better investment climate in the country. Certainly, the infusion of public sector investment, skill and 

efficiency in the huge public sector projects helps in timely completion of projects while meeting with international 

quality standards. several airports in India including t3 of Delhi airport as well as Mumbai metro system are some of the 

highly noticeable examples of successful PPPs in India in the recent years.  

A PPP appears with the benefits of fast implementation, optimal risk allocation and reduced lifecycle costs. 

Furthermore, assistance of private management reflects in increased accountability, incentivized performance and 

improved quality of outcomes. In short, PPPs generate the enhanced delivery of public services and help boosting the 

public sector reforms.  

The economists see the rise of PPPs as a sustainable institutional and financial mechanism that has the potential 

to bridge the infrastructure gaps. This can precisely achieve the skilful application of resources, implementation of 

advance technology and better project designing, and high quality execution of operations in order to combine the 

efficient and effective allocation of resources to generate the most ambitious results which is not generally received in 

a public sector project. Since the need of infrastructural development in India is on the rise, the public private partnership 

is the way to go forward as it provides innovation and diversity higher productivity, efficient and cost effective delivery 

of projects. 
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7. THE CURRENT STATUS OF PPP IN INDIA: (Pri2)   

Roads, ports, airports and railways are the major infrastructure sector for public private partnership in India. As per 

reports, on 2016, these key sectors were the subjected to 60% (583 projects) of the total PPP projects in India. the road 

projects top the list with the share of approx. 84% among all these four sectors followed by ports, 12%, railways (2%) 

and airports (2%). in the earlier time, private sector participation in the sectors concerning transport infrastructure sectors 

has experienced a slow progress rate because of many financial and regulatory hurdles. as the result, the private 

investment was much far from the targets during the eleventh five year plan. railways with the investment attaining of 

merely 23% of its target was the least successful sector. To deal with this situation twelfth fyp consisted various 

strategically plans to encourage directly and the other ways of private sector participation. private In present, the 

government is focusing over the PPP format under the strategy to encourage private sector to participate in economic 

development of the nation. as the part of the twelfth five year plan 2012-2017, there are 881 PPP projects worth approx. 

inr 5.4 trillion are being executed at different stages. The highlights of the most ambitious strategy are as follow: 

 The construction and maintenance of the roads is the major part of the overall PPP scenario and holds 

approximate 52% share.  

 It is being recommended that there is an undeniable requirement of mainstream PPPs in various sectors of 

economy including transmission and distribution of power, railways, sewerage, waste management and water 

supply. All these segments are suffering from a significant resource shortfall and require efficient service 

delivery. 

 The other sectors of immense attention are of social interest such as education and health where the public sector 

participation is significantly low, approximate 3.75%.  The government of India infrastructure development.  

 In the comparison of the eleventh five year plan 2007-2012 where the projected investment was (inr 24.2 

trillion), the planning commission projected inr 55.7 trillion for the twelfth five year plan that was almost 

doubled than the previous. Additionally, the 48% of this amount was projected to be invested through private 

sector.  

 Investment is expected to not only to expand capacity, but also improve the quality of service, besides 

minimizing cost and time overruns in the implementation of transport infrastructure projects.  

  

8. PPP FRAMEWORK IN INDIA  (2011) 

In past two decades Indian economy has experienced a compelling growth and been renowned as one of the 

leading PPP potential market globally. Eventually, a well performing PPP eco-system has come to existence and it 

comprises developers, institutions, financiers, equity providers, policies and procedures. The prime initiatives taken by 

the government of India on both the policy and institutional ground are described follow: 

 

 There is a PPP appraisal committee has been set up for systematic, convenient and streamline appraisal and 

approval of projects.  

 A specific PPP toolkit has been developed for an improved PPP decision making process.  

 Through a planned model bidding documentation system, the bidding process has turned more transparent and 

competitive.  

 The financial support system has been extended due to more facilitated development funds, tgf, and user 

charge reforms and so on.  

 

9. CREATING A CONDUCTIVE ENVIRONMENT FOR PPPS: 

In the quest of developing the positive and supportive environment for induce private partnership in 

infrastructure sector; government of India has undertaken many other initiatives also. 

 

Regulatory initiatives adopted:- 

 The administration has adapted a progressive financial support system for PPPs projects.  Some of the major 

featuring consist India (a) infrastructure development fund (iipdf), (b) viability gap funding (vgf), (c) resources 

for annuities/ availability-based payments, (d) long-tenor lending, (e) re-financing facility, infrastructure debt 

fund, etc. Additionally, the sound arrangements have made to provide legislative and policy support to develop 

equality, debt, hybrid structure and suitable credit enhancement structures. 

 The government of India is further planning to undertake capacity building interventions to promote individual 

and organizational capacities with the aim of identification, procurement and management of PPPs. (Gat) 

 A new team of professionals have been appointed in the PPP cell in the department of economic affairs that will 

facilitate the technical support to the ministries and other authorities engaged in development and 

implementation of PPPs. (Mahalingum) 
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Financial Initiatives 

      The financial aid or bank loans that are to be applied for earning-based PPP infrastructure   project under concession 

agreements are projected to be treated as secured advances. This strategy is dedicated to boost up the prime infrastructure 

financing especially the power sector projects and bot roads projects 

                  To encourage the fund raising from the overseas markets to infrastructure companies the ecb norms have 

been relaxed to a remarkable extent. It is a major reform as a few years back, the companies had to wait for the permission 

and clearance form RBI to raise bridge finance.  

 The companies concerned with infrastructure PPP projects can raise external commercial borrowings (ecb) for the 

period up to 5 years under the title of importing the capital goods which was one to three years only in the earlier 

years.  

 It is to be noted that ecb limit has been increased for nbc-ifcs (non-banking finance companies classified as 

infrastructure finance companies) from 50% to 75% of their own funds, and further hedging requirement for 

currency risk has been reduced from 100% of their exposure to 75%.  

 

10. ROLE OF MULTILATERAL AGENCIES: 

The multilateral agencies like World Bank, Asian development bank (adb) and department for international 

development (dfid) by contributing in infrastructure development, plays an important role in betterment of the 

investment scenario and fostering private sector participation. In the case of public participation projects these agencies 

have a specific funding pattern where the development oriented and environment friendly projects are given a higher 

priority in funding and technical support. In the recent years, the multilateral agencies have come up with advanced and 

improved ways to funding the infrastructure development projects such as multi-tranche financing facility and local 

currency loans.   (sharmaM2014) 

World Bank through lending, dialogue, analytical work, engagement with private sector and capacity building, 

supports the infrastructure and economic development. In India, world bank prove ides financial assistance to PPPs 

through India infrastructure finance company ltd. the renovation and improvement of Mumbai suburban railway station 

that includes construction of footbridges, escalators and elevators the World Bank projected to invest INR1, 1 billion.  

(War5) Asian Development Bank   provides financing through loans (senior debt, mezzanine financing, subordinated debt), 

equality investment (common share, preferred stock or convertible) and guarantees (covering political and credits risk).  

The agencies have a well prescribed format for their fund allocation that considers the project potential to participate in 

economic growth and poverty alleviation. The compatibility with that are economical standards is the another preferred 

issue to be focused by these agencies. The other ground roles that are generally followed by the multilateral agencies 

are as follow: 

 The project should keep away from crowding out private investors through concessional loans or loans in 

commercially attractive sectors.  (Warne) There should be major focus on ensuring the highest standards of 

safeguard compliance and corporate governance.  

 This also must be patronising to the project with low carbon emission and green technology.  

The multilateral institutions are ordinary to play an increasing participation in bridging the infrastructure deficit and 

sustaining growth of the nation.  

 

11. CHALLENGES IN PPP IN INDIA: 

In the twelfth and then in thirteenth fyp, the government of India have set highly ambitious targets for 

infrastructure development while focusing private sector participation. Still, there are various challenges that are to be 

dealt at each stage of PPPs, from implementation to execution that can slow down the process and limit the outcomes.  

 

 Project structuring: lack of supportive behaviour by the administrative agencies in India reflects in less 

facilitated risk allocation, concession agreements and feasibility study of projects and ultimately makes the 

bidding less attractive. The overall outcome is mispricing, delayed completion and reduced interest by the 

private sector.  

 Lack of information: there is a great need of comprehensive database of PPP projects and studies. The 

availability of online database including feasibility reports, concession agreements, and status of various 

clearances and land acquisitions will help in bidding. 

 Land acquisition: as a prime roadblock in the way of successful PPPs it is the reason of many stalled and delayed 

projects due to land acquisition issues mainly due to resistance from local communities. There is a need of 

amendment in land acquisition and rehabilitation & resettlement bill immediately. 

 Environmental clearance: this is the major reasons for the delay of various highways and ports projects in recent 

years.  
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 Financial constraints: while private sector mainly gets funds from the equity market and commercial banks, it 

is generally difficult to generate huge amount for long term due to uncertainty in the global economics and long 

regulatory requirements.  

 

12. EXPERIENCES OF OTHER COUNTRIES IN OVERCOMING PPP CHALLENGES: 

In the consistently changing global economic environment, the status of being policy paralyzed is not rational 

for any government and making prompt decisions is also critical to adapt to a dynamic business environment. In the 

shadow of political unrest in various leading economies and the euro zone debt crisis impacting business sentiments, it 

is becoming difficult to arrange funds for infrastructure projects with long gestation period. This is the scenario where 

austerity measures, weak capital markets and a challenging project financing environment are causing immense pressure 

on the infrastructure industry. But, in the same situation, there are some economies including US, UK, Canada and 

Australia are successfully investing and executing their infrastructure projects (North)They are taking a second look at 

the on-going terms and structures of projects to make them viable and dig new wells for funds. In the example of 

England, where there was situation in which the public sector was finding it difficult get the worth for money over the 

duration of private financing initiative contracts, the government decided to come up with a new PPP framework in 

December 2012 that encouraged private finance investment in infrastructure. at the same time, the government has 

played the role of a minority shareholder in infrastructure projects with overall equity in projects from 30% for a standard 

accommodation project to 49% for a more unconventional procurement. It represents that the government will also be 

a shareholder in investment return, improving the value for money in such project for taxpayers. The case of México, 

the government planned to support the projects that have high social impact yet having insufficient financial returns. 

(Nic11) The assistance was projected to be provided to the private developers through the refundable mechanisms such 

as subordinate debts and non-refundable mechanism including grants and contributions in order to bridge the equity 

gap.  

 

13. RECOMMENDATIONS: 

There is an urgent need to generate reforming interventions to overcome the challenges in the way of 

infrastructural development and boost up the development and implementation of PPP projects. The spectrum of these 

interventions consist changes in PPP policy and regulations, and revision of concession agreements to development of 

long-term financial instruments, which may encourage and attract the private sector participation to the sector.  

Policy framework and institutions: there is an urgent need for set up a “one-stop shop” for handling PPP 

programs. Plus, it is also undeniable to form an agency for speedy dispute resolutions between authorities and private 

developers. While land acquisition and environmental issues pose a great hurdle in the ways of PPPs, the government 

mechanism should be prepared with the arrangement for adequate land and well determined set up of environment policy 

and practices.  

Project development and management: the selection of consultants should be done on quality-cu-cost basis that 

may equally consist cost, experience and proven skills. An independent third party audit is also an essential requirement 

for better performance, transparency and timely execution of projects. While public sector is also a key factor in PPPs 

there should be service of technical and financial consultants should be taken to train the staff public administration as 

well. Financing arrangement: development of a corporate bond market can be very helpful and availing funds for 

infrastructure based PPPs. At the same time, government should take serious steps to encourage participation of 

insurance companies and pension funds as well through regulations and proper risk assessing policies. While both the 

global and private equity funds are capable enough to finance the economic growth of India, the eligible criteria should 

be suitably amended for attracting pre funds for bidding in infrastructure projects.  

 

14. CONCLUSION: 

The government of India, through its ambitious five year plans intends to attain a vast infrastructural investment 

goal through public-private partnerships. Holding a great potential for efficient planning and timely as well as successful 

execution, these partnerships are helping the national economy to boost up. But still there are some traditional hurdles 

such as delay in clearance, poorly defined contracts and red tapism that are pushing away the private sector from taking 

up new projects. it is undeniable for government to work on each stage of PPP development- planning, designing, 

contracting, funding and observation. It is essential to develop some new and improved models for PPP that may cater 

to the on-going and future challenging business scenario. The project agencies need to be suitably empowered for 

efficient and time-bound decision making; without it is difficult to attain the target of smartly evolved and well 

developed PPP sector. A clear policy for fundamentals such as risk bearing by all the parties, responsibilities, social and 

environmental matters is another requirement. An open-minded, futuristic and long term sustainable infrastructure plan 

can surely support the increased investment for efficient and timely execution of the projects. The combined efforts of 

public and private sector along with the improved policy provisions altogether can support the government targets to 

attain expected growth in nation’s infrastructure through a sound PPP agenda. In spite of the fact that the PPP model 
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has gained noteworthy importance in the country, still there is a need to refine and develop it further to make it a 

flourishing scheme. 
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