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CFI is now on social media! We’d love your support in increasing our visibility. Please take a 
moment to like and repost our posts. Your engagement will certainly help us reach more 
people! Check us out here: CFI LinkedIn.  
 

Thank you for your support! 
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Public Private Partnership, Meaning, Example Types, Need, Challenges 
https://vajiramandravi.com/upsc-exam/public-private-partnership/ 

By Vajiram Content Team - Jul 5, 2026,  
 
Public Private Partnership (PPP) is a collaborative arrangement between government and 
private sector to deliver infrastructure and services. Check more about PPPs. 
 
Public-Private Partnership (PPP) is a collaborative framework where the government 
partners with private entities to deliver public services or infrastructure. It enables resource 
sharing, risk distribution, and expertise exchange between the public and private sectors, 
addressing challenges like limited public funds and the need for efficient infrastructure. 
 
PPPs are widely used in sectors like transportation, healthcare, and education. Notable 
models include Build-Operate-Transfer (BOT), Build-Own-Operate (BOO), and Hybrid 
Annuity Model (HAM). India has adopted PPPs in numerous sectors, with projects like 
highways, airports, and urban infrastructure. 
 
Public Private Partnership Definition 
 
Public Private Partnership (PPP) is a collaborative model where services are provided by 
private entities, including both non-profit and for-profit organisations, while the government 
remains responsible for allocating the necessary resources. 
 
Public Private Partnership framework involves mutual cooperation and resource-sharing 
between the public and private sectors, aimed at achieving shared objectives. 
 
Through structured discussions and agreements, all participating parties develop a clear 
understanding of their respective roles and obligations, ensuring coordinated efforts and 
accountability while maintaining institutional autonomy. 
 
PPPs are often used when public resources are limited, and there is a need for innovative 
solutions to complex infrastructure challenges. 
 
Public Private Partnership Need 
 
Public Private Partnership need arises from the growing demand for infrastructure and 
public services, coupled with limited public sector resources. Public-private partnerships 

https://vajiramandravi.com/upsc-exam/public-private-partnership/
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enable governments to leverage private sector investment and expertise to meet these 
demands efficiently. 
 
Bridging Infrastructure Gaps: India faces significant deficits in sectors like transportation, 
energy, such as solar energy, and urban development. PPPs enable the pooling of 
resources and expertise from both public and private sectors to develop essential 
infrastructure projects, addressing these critical gaps. 
 
Mobilising Financial Resources: With limited public funds, PPPs attract private 
investment, reducing the financial burden on the government. This collaboration facilitates 
the execution of large-scale projects without solely relying on public finances. 
 
Leveraging Private Sector Expertise: Private entities bring innovation, efficiency, and 
advanced technologies to infrastructure projects. Their involvement ensures timely 
completion, cost-effectiveness, and improved service delivery. 
 
Risk Sharing: Public Private Partnership distribute risks between public and private 
partners. While the private sector manages operational and financial risks, the public sector 
oversees regulatory and political aspects, ensuring balanced risk management. 
 
Enhancing Service Quality: The competitive nature of Public Private Partnerships 
encourages private partners to maintain high service standards. This leads to improved 
infrastructure quality and better user satisfaction, ultimately boosting the Gross Domestic 
Product (GDP). 
 
Public Private Partnership Models 
Public-Private Partnership models include various investment models such BOT, BOO, 
DBFO, and LDO, each defining the level of private involvement in designing, financing, 
building, operating, or owning public infrastructure and services under agreed contractual 
terms. 
 
Build-Operate-Transfer (BOT): The BOT model is a public-private partnership framework 
where a private entity is granted the rights to design, finance, construct, and operate a 
facility for a fixed duration. 
 
During this period, the private player recovers its investment, usually through user charges.  
 
After the stipulated timeframe, the asset ownership is handed over to the government. 
 



  

 

 
 

“Joining the Hands that Believe in Building Sustainably # Platform for Sustainable Infra” 

This model reflects the highest level of private sector involvement in infrastructure 
development. 
 
Build-Own-Operate (BOO): In the BOO arrangement, a private organization takes 
responsibility for constructing, owning, and operating a facility indefinitely. Unlike BOT, the 
asset does not revert to public ownership. 
 
The government may support the private party with incentives like tax exemptions or policy 
support to ensure viability. 
 
BOT-Annuity Model: Under the BOT-Annuity framework, the private sector executes the 
project and receives pre-agreed payments from the government at regular intervals, 
regardless of revenue generated. 
 
These fixed annuity payments are tied to performance and availability metrics, reducing 
financial risks for the developer. 
 
Operations & Maintenance (O&M) / Service Contracts: O&M or service contracts are 
short-term agreements where the government outsources specific tasks, such as 
operations or maintenance of public assets, to private firms. 
 
These contracts do not involve investment in infrastructure creation and are mainly focused 
on service delivery. 
 
Engineering, Procurement and Construction (EPC): EPC is a contract model where a 
private contractor is responsible for all project-related activities, including design, 
procurement of materials, and construction. 
 
The government finances the project, while the private firm executes it without taking long-
term operational responsibility. 
 
Hybrid Annuity Model (HAM): The Hybrid Annuity Model blends aspects of the EPC and 
BOT-Annuity formats. In this model, the government covers 40% of the project cost during 
construction, while the remaining 60% is funded by the private developer. 
 
Typically, the developer contributes around 20–25% of the cost as equity, with the rest 
arranged through debt. 
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The government pays annuities over time, reducing traffic or revenue risks for the private 
player. 
 
Design-Build-Finance-Operate (DBFO): The private partner designs, finances, builds, 
and operates the project, often under a long-term lease. 
 
Lease-Develop-Operate (LDO): The private sector leases an existing facility, upgrades it, 
and operates it for a defined period. 
 
Public Private Partnerships (PPP) in India have become a cornerstone for infrastructure 
development, enabling collaboration between government and private entities to deliver 
critical public assets and services. 
 
As of March 2025, India has implemented over 1,800 PPP projects across various 
sectors, including transportation, energy, and urban development, with a cumulative 
investment exceeding ₹24 lakh crore. 
 
The 2025 Union Budget has further prioritised Public Private Partnerships, especially in 
housing, power, and urban infrastructure, with ministries and states required to identify 
bankable projects for PPP implementation over the next three years. 
 
Further, the National Infrastructure Pipeline (NIP) aims to invest ₹111 lakh crore over five 
years, with public-private partnerships playing a crucial role in bridging the financing gap. 
 
Public Private Partnership Government Steps 
 
The government has taken key steps to promote Public-Private Partnerships, including 
policy frameworks like the National Monetisation Pipeline, viability gap funding, dedicated 
PPP cells, and 100% FDI investment. 
 
Viability Gap Funding (VGF): VGF offers financial assistance of up to 40% of project cost, 
helping bridge the funding gap for economically justified but commercially unviable 
infrastructure projects. 
 
National Monetisation Pipeline (NMP): NMP targets ₹6 lakh crore through leasing core 
government assets in transport, energy, telecom, and aviation sectors during FY 2021–22 
to 2024–25. 
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India Infrastructure Project Development Fund (IIPDF): IIPDF provides funding for early-
stage activities like feasibility studies and project structuring for PPP projects at central, 
state, and urban or rural local levels. 
 
Foreign Direct Investment (FDI): The FDI policy permits up to 100% investment in Special 
Purpose Vehicles (SPVs) via the automatic route, enhancing foreign participation in PPP-
led infrastructure ventures. 
 
Public Private Partnership Challenges 
 
Public-Private Partnerships face challenges like complex contractual arrangements, 
unclear risk allocation, financing difficulties, regulatory delays, and public resistance. These 
issues can hinder project implementation and require robust legal frameworks and effective 
stakeholder coordination for resolution. 
 
Regulatory Hurdles: As reported by the Ministry of Statistics and Programme 
Implementation (MoSPI) in March 2024, 449 infrastructure projects encountered cumulative 
cost overruns exceeding ₹5.01 lakh crore. 
 
These delays were primarily due to hurdles such as land acquisition problems and 
bottlenecks in securing environmental clearances. 
 
Risk Sharing Challenges: One of the most critical and often debated aspects of PPPs is 
how to divide project risks fairly between the public and private sectors. Improper or unclear 
allocation can result in disputes or inefficiencies. 
 
Issues with Long-Term Contracts: Infrastructure contracts that extend over two or three 
decades may become less favourable to private players over time. Due to shifts in the 
economic landscape or government policies, the private sector may lose bargaining 
strength, creating what's known as “obsolescing bargains.” 
 
Funding Constraints: The private sector often faces limited availability of long-term 
funding.  
 
In addition, issues such as excessive borrowing and lack of operational capacity can hinder 
the successful execution of PPP projects. 
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Weak Dispute Resolution Systems: The absence of robust and timely mechanisms for 
conflict resolution undermines project efficiency. It can lead to protracted disputes, delays 
in execution, and increased financial burdens. 
 
Public Private Partnership Way Forward 
 
To strengthen Public-Private Partnerships, governments should enhance policy clarity, 
build institutional capacity, ensure fair risk allocation, engage stakeholders, and establish 
robust monitoring mechanisms to promote transparency, efficiency, and sustainable 
infrastructure development. 
 
Policy Reforms: Simplifying regulations and providing clear guidelines can facilitate 
smoother PPP implementation. 
 
Capacity Building: Strengthening institutional capacities to design, negotiate, and manage 
PPPs is essential. 
 
Risk Management: Developing standardized risk assessment and allocation frameworks 
can improve project outcomes. 
 
Stakeholder Engagement: Involving communities and stakeholders in the planning 
process can build support and address concerns. 
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Nitin Gadkari Announces Rs 5.6 Lakh Crore Road Infra Plan For Uttar 
Pradesh, Approves New Highway Projects Worth Rs 60,000 Crore 
Swarajya, 
July 14, 2026 
 
Union Road Transport and Highways Minister Nitin Gadkari announced expansion of Uttar 
Pradesh's road network, revealing that highway projects worth Rs 5 lakh crore will be 
completed across the state within the next two years. 
 
Alongside this, he confirmed approval for fresh infrastructure works valued at Rs 50,000-
60,000 crore following discussions with state officials. 
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Speaking at a ceremony marking the inauguration and foundation laying of three National 
Highway projects worth more than Rs 4,850 crore, Gadkari said, "I have approved all the new 
projects worth Rs 50,000-60,000 crore that were discussed with officials earlier today, and I 
want to assure Chief Minister Yogi Adityanath that they will move forward. In addition, road 
infrastructure projects valued at Rs 5 lakh crore across Uttar Pradesh will be completed within 
the next two years." 
 
Highlighting the role of infrastructure in economic transformation, the minister said improved 
transport connectivity encourages investment, strengthens industry and creates employment 
opportunities. 
 
Among the major announcements was the six-laning of the Lucknow-Sitapur highway at an 
estimated cost of Rs 1,200 crore, expected to reduce travel time from two hours to around 
50 minutes. 
 
Gadkari also said his ministry was examining alternative urban transport options, including 
ropeway-based systems and elevated electric buses. 
 
Defence Minister Rajnath Singh credited Gadkari for swiftly approving long-pending 
infrastructure proposals, including the Kanpur-Lucknow Expressway and a 23-km elevated 
corridor linking Lucknow Airport with the Outer Ring Road. 
 
He also said a metro project above the elevated road had received approval. 
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104-km Vadhvan Port Expressway Advances As Maharashtra Seeks Land 
Acquisition Approval 
The Hindu Business Line, 
July 14, 2026 
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The Maharashtra State Road Development Corporation is preparing a proposal seeking state 
approval for land acquisition for a 104-kilometre expressway linking Vadhvan Port with the 
Samruddhi Mahamarg near Igatpuri. 
 
MSRDC officials confirmed the alignment has been submitted to the state government, and 
the corporation is also pursuing Coastal Regulation Zone clearance for the proposed corridor. 
 
The Maharashtra cabinet approved the construction of the 105-kilometre express freight 
corridor in August 2025, with the project carrying an estimated cost of Rs 2,529 crore. 
 
The high-speed corridor will reduce travel time from five hours to just one hour and 30 
minutes. The corporation plans to raise around Rs 1,500 crore through loans from the 
Housing and Urban Development Corporation Limited, with construction targeted for 
completion within three years. 
 
The greenfield expressway will commence at Bharvir Khurd near Igatpuri and connect to 
National Highway 48 at Tawa village near Charoti. 
 
From there, the National Highways Authority of India will construct a new stretch leading 
directly to Vadhvan Port in Palghar district. The corridor is expected to provide seamless 
freight connectivity from central Maharashtra to the west coast, bypassing Mumbai's 
congested routes. 
 
The state government is also reviewing proposals to develop a greenfield airport in the 
vicinity of Vadhvan Port. 
 

https://www.freepressjournal.in/mumbai/maharashtra-new-104-km-expressway-to-link-vadhvan-port-with-samruddhi-mahamarg-via-igatpuri
https://www.newsonair.gov.in/maharashtra-cabinet-approves-105-km-freight-corridor-linking-vadhavan-port-to-samruddhi-expressway
https://www.constructionworld.in/transport-infrastructure/highways-and-roads-infrastructure/msrdc-plans-expressway-linking-samruddhi-road-to-vadhvan-port/77162
https://swarajyamag.com/news-brief/maharashtra-government-mulls-104-km-access-controlled-expressway-linking-vadhvan-port-to-samruddhi-mahamarg-report
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Officials believe the expressway, coupled with the port and potential airport, could transform 
the region into a major logistics hub, strengthening Maharashtra's trade infrastructure. 
 
The corridor is viewed as strategically and economically significant for freight transport 
between the hinterland and India's upcoming deep-sea terminal. 
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Haryana Plans Acquisition Of 1,150 Acres To Build Missing Sector Roads 
Across Gurugram: Report 
PTI, 
July 14, 2026 
 
The Haryana government is preparing to acquire nearly 1,150 acres of land to construct long-
pending 24-metre-wide internal sector roads across Gurugram, reported The Hindustan 
Times. 
 
The proposal, initiated by the Department of Town and Country Planning (DTCP), covers 
sectors 58 to 115, where the absence of planned road infrastructure has left numerous 
housing societies dependent on narrow village roads, delaying urban development. 
 
Officials said the proposal has been prioritised following directions issued by Additional Chief 
Secretary (DTCP) Anurag Agarwal during a review meeting on the implementation of state 
Budget announcements. 
 
The department has been instructed to submit a comprehensive acquisition plan while 
exploring ways to make the project financially sustainable. 
 
As part of the strategy, the government is considering acquiring additional commercial land 
alongside the proposed road corridors. 
 
The parcels could later be auctioned, with the proceeds helping offset land acquisition costs. 
Officials believe this model could reduce the financial burden of developing the missing 
infrastructure. 
 
According to the HT report, the acquisition will primarily involve unlicensed land. 
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The Department has also suggested that the Haryana Shehri Vikas Pradhikaran (HSVP) 
initially undertake the acquisition, with the expenditure subsequently reimbursed through 
external development charges. 
 
The issue stems from provisions under the Gurgaon-Manesar Master Plan 2031, which 
placed responsibility for constructing 24-metre internal roads on private developers. 
 
However, several stretches remained incomplete because of land ownership disputes, 
pending litigation, and unavailable parcels. 
 
The missing road network has become a longstanding concern for residents, many of whom 
have highlighted difficulties in accessing residential complexes and securing basic civic 
services. 
 
The lack of planned roads has also delayed the extension of utility networks and restricted 
fresh development approvals in several sectors. 
 
Resident groups have previously approached the Punjab and Haryana High Court seeking 
intervention, arguing that completion of the sector roads is essential for unlocking stalled 
development across Gurugram's growing residential corridors. 

^ Top 
 

********** 


