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As infrastructure spending accelerates, public-
private partnerships will drive growth and jobs
only if risks are allocated and managed prudently

INFRASTRUCTUREIMVES THMEMTS ARE
not anly a pome drver of foture GEH
gremarthy, bt also genemtors of significant
rural employrment. Arsent Mogan Stan-
ley report estimatesa total Bnsesmeent of
around 515 trlhon (2130 kakh crores) in
the nfrastruciure space over 202 4- 2025,
Prime Minister Marendra Modi has also
resterated the criticality of astmong infra-
ety e backbone towards the nalisa-
viom of mur Viksit Bharat 2047 goal. Tr
i thelast decade or w0, therehas bpena
significant thrust in using the Poblic PR
vale Partmership (PP business modd n
the st iure space ax it eases Bscal
constraints that prvemments face while
alsodelivering the privaie sectoe's man -
aperial effidencyand oustomer service.

Honvever, B-deapried Infend ructure
inestients e a reope forfotum s,
Below, we outline a set of recent policy
reforms that have sought to mitigate
maiyof theseriks by facilitating optimal
risk allocation mprovingadmini g m e
efficacy, fostering ureater capital forma-
o for lnfrastructuns inestiments and
effect vy levoragng Technology:

Acguisition of land and obtaining
crvimnmrnizlcmmnoesare challenging
inithe Indanecosys emwhere mtereg sol
diverse stakeholders st be delicately
balanced. However, recen it modifications
in moded PP concession agreements
place the omis of obiaining these
approvalz on the govermment, the entity
mast sufted formanaging thisapproval
rixk. Ax thess appmvals are s pecified ao
concifi i, the privah: sponsor
isadulebddind Tron thisrisk,

Unicertaintyin demand forimfrastnac
Lure servicescreates another challenge.
tadders often meerestimate dermiand and

hid amgressivaly lsading to wnsustabnahls
high debt kevels, Comversely, underesth
matingdomand leads to windfall pains for
the cone essionatoe, which raises doubts
aboit the prooriety ofthe bidding process,
Thisheadeio popdlar demands fores- post
renegovtiation, which deters high-quality
spirmscrs frorm bidching focfut e projects
Ineithercasesocety bears the oost,

Several controtual innovations huve
been developed to overcome these chal
Loy gees. For examipie, the BOT-Annulty
mindel assigns the respons bilityof fimanc
ing, devdopment and operations of thy
projectwith the private sponsarin nsturn
for fiaed annuity poaments. The sovem
mient ollects the rev-

premiom per passenpger. This arrange-
et it gates e post disputes between
thee regulator and the concessionaing, as
o foring revenue is complex whereas
pazsenger dat [ fully rransparent. This
encourg e creater particpation by high
qualitysponsoes who might have beon
detered by the reguilatony msk asociated
with potential am ity ininterpreta

ton of reallsed weviénoe, subject 1o
ACooum BnE discreiaon,

Advancey in technology have also
cnabied greatertranspamenoy inithe devel
oprneend and operathon of b memrecture
Eojects. FASTapadoption paovides better
estimates of traifficat toll-roads Instalia

o of 48 mblllon smar

enues from the uses,
shvielding the speisor

PM GatiShakti seeks to

meters has improwed
billing sffidency. and

from demand risk- The  reduce red-tape through  wduced electricity thefit
anriy s e e acts a8 timely approvals, early Usage of technology-

i 5 . |
ety detection ofconflcts, [t e
MAINEENANCE ACTIVIE IS and improved overall based surveillance has
by the- gponsor The coordinaticn mproved - real-time

hybrid annuity model
{HAM) reduces. the
firamcial bunien on the sponcor as the
development cost is sharedwith the pov
e e (Lypdcally 60:40) An additional
contmotual feature is o adjust the con
cesshon perod based onitraffic real st lon.
Specifially, ifactualtmific moeedsexpec
tations, the concessinn peciod ks redwced
and vice versa. Simitady; inthe amrparnts
gpace, user-ariiis are periodically revised
upavind o dowrrivard based on past rev-
enuerealisations

Anothes poli oy reform adopied b il
refincment of the biddingprocess forair
portswisens U pararete hac e nud-
ified from revenne sham peroentage to

mcmitnang rmalting in
feveer delaes and cost
overruns. Thit meduced  infeemation
asymmetryhas mhancod the banta b oy
of inf matruciure poyjecis.
Alongside oreation of [nfrastroctne
Insestiment Trusts {lnvETs) has expanded
the capi tal pool, For sponsors, Imd Tsmit
igate the finsn cog challenpe as theyfnee
upcapi talfor future investments through
sale of seady cashilow peemting projects
tevan inwd T For bisestons, o Ts provide a
st d way for generating stable pre
dicta e returng A recent Knipghi Frank
stiedy highfghts that [odTsin Indiahaee
uenerated 16,50 returns for nvesioms
and mrpeat the wial assets under man

apernent Tor I Ts oy increaie fiom 573
ilion m 202 5105 258 biffion by 2030

M GariShakti seeks toreduce red-
tape through Hmely apgrovals, early
detection of condlicts, and improved over-
all epondination For example, in the
logighopa Multimodal Logistc Park pro-
ject i Agsaim, this initiative brought
topetherwat ervans, rathways, roads, logis:
Lo, a sake agencies onto asbngle digi-
tal planning platform, reducing frictions
inproject e ution

Howeverafarhitoi ground salinecds
to be covered —a key area belng dispute
resoburbion Given the long- term manne of
infmstmcmse projoct s dsammenients an
Inevitable Thensfone, a tme-bownd and
elfective d@spute resolutionmechanism
becoies cotical Funthee thee viabaity of
wrtting up specialised courts foreschang
disputeselated tolnfrastruciure projecs
like the Technology and Construction
Coun in the UK can be considered.

Another aspect that hmits capital
formtation in infrastroctuce & regela -
tory wncertaloty faced by fovestors due
tothe ok of ex-post malidation of con-
traciual terms due 10 an adverse o
favourable shock Afeasible solution is
ter borrow from finance literature 1o
incorpoTate ex-antcoption- ke features
In contracte, o that the effects of such
extmme sventsare tmnsparenity shared
among parties, Innovative use of tech-
nalngy such assmart pricing of infra-
structure services based on real-time
vgage data can enhance contracting
clarty. While contract desizn can pro-
vide some flexil iy for renegotiation,
mamtaining contractual Banctity gives
preater confidence o lnvestors, driving
greater ex-ante participation



