INFRASTRUCTURE

Infrastructure is the foundation for economic growth. It includes both the physical, natural and
organizational structures which are the preconditions for sustainable economic development:
roads, ports, airports, bridges, railways, water supply, sewers, power, telecommunications,
irrigation etc. '

Infrastructure facilitates the production of goods and services; distribution of final products to
markets as well as basic social services such as schools and hospitals.

Infrastructure can be physical or social or natural. It can be hard or soft. "Hard" infrastructure
refers to the large physical networks necessary for the functioning of a modern industrial nation,
whereas “soft” infrastructure refers to all the institutions (organisations) which are required to
maintain the economic sysiem, health, and cultural and social standards of a country, such as the
financial system, the education system, the health care system, the system of government, and law
enforcement. '

Various types of Infrastructure

Transport infrastructure

¢ Road 1 CS,.1 _ cluces (bridges, tunnels, culverts) .
tramways, and bus treinsportation)
s, signalling atid. communications

¢ Canals and navigable-waterw y
¢ Seaports ' }—’; AR A A'zv:"\ £y Ti it .
¢ Airports B S 1 S

Adequate transportation infrastructure is a essential for economic development and growth. Apart
from facilitating cheaper and more efficient movements of goods, people and thus enabling .

growth, it also helps in national integration. Transportation infrastructure impacts the distribution
of economic activity and development across regions; helps business to multiply; " consumer
welfare; productivity enhancement; balanced regional development; employment; demand; and
makes the government access higher levels of fiscal resources to direct and indirect taxes. It is seen
in the case of Golden Quadrilateral and PMGSY- the latter accounting for benefits for agriculture
too.

Energy infrastructure

* Electrical power network, including generation plants, electrical grid, substations, and local
distribution. '

* Natural gas pipelines, storage and distribution terminals
¢ Petroleum pipelines
* Specialized coal handling facilities for washing, storing, and transporting coal.

* Renewable energy infrastructure like wind, solar power , hydro power, geothermal power
and biomass or biofuel facilities

* Coal mines, oil wells and natural gas wells ( may also be classified as being.part of the
mining and industrial sector of the economy)
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Water management infrastructure
¢ Drinking water supply
e Sewage collection, and dlsposal of waste water
¢ Drainage systems
» Major irrigation systems (reservoirs, irrigation canals)
* Major flood control systems '

Commumcatxons infrastructure
o Postal service
o Telephone networks (land lines) including telephone exchange systems
o Mobile phone networks '
e Television and radio transmission stations
» Cable television phy51ca1 networks including recelvmg stations. and cable distribution’
- networks
e ' The Internet, including the internet backbone
¢ Communications satellites

o Undersea cables _
* Major private, government or dedicated telecommunications networks, such as those used
for internal communication and monitoring by major infrastructure opmpanies; by
governments, by the m111tary or by emergency services, as well as pational research and

educatlon networks

e

«  Solid waste incinerators : pla ification facilities (Plasma gamﬁcatxon is a process
which converts organic mattc?ﬂnté):s»znthen& as, eLectn01ty, and slag using plasma.)

o Materials recovery facilities - - -

o Hazardous waste disposal facilities

Information technology (IT) infrastructure -
IT- components that are the foundation of an IT service- physical components (computer and

networking hardware and facilities), various software and network components.

Soft infrastructure
Soft infrastructure means the body of rules and regulations governing the various systems, the

financing of these systems, as well as the systems and organizations by which highly skilled and
specialized professionals are trained, advance in their careers by acquiring experience, and are
disciplined if required: by professnonal associations (professional training, accreditation and

discipline).
Unlike hard infrastructure, the essence of soft infrastructure is the delivery of specialized services
to people.

Economic infrastructure
The financial system, including the banking system, financial institutions, the payment

system, exchanges, the money supply, financial regulations, as well as accountlng
standards and regulations
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® Major business logistics facilities and -Systems, including warehouses as well as
warehousing and shipping management systems

* Manufacturing infrastructure, including industria] parks and special economic zones, plus
the: public safety, zoning and environmenta] laws and regulations that govemn and limit
industrial activity, and standards organizations -

* Agricultural, forestry and fisheries infrastructure, including specialized food and livestock
~ transportation and storage facilities

‘Social infrastructure

® The health care system, including hospitals, the financing of-health care, including health
Insurance, .

* The educational and research System

*  Skilling bodies . L :

* Social welfare Systems, including both government support and private charity for the poor,
 for people in distress or victims of abuse :

* “Sports and recreational infrastructur'e, ‘'such as_parks, sports facilities, the system of Sports

- leagues and associations _ ' '

¢  Cultural infrastmcture, such as museums, libraries, theatres, studios, aiid specialized

* oil and oil'products
* telecommunication; - X
~*water supply (drinking water

and sluices)); -
* agriculture, food production andAdistn'bution;
* public health (hospitals, ambulances); ‘ :
* transportation systems (fuel supply, railway network, airports, harbours, infand shipping);
*- financial services (banking, clearing); :
* Security services (police, military).

“computer resource, the Incapacitation or destruction of which, shall have debilitating impact on

national security, economy, public health or saféty" NCIIPC broadly identified the following as
‘Critical Sectors’ - '

* Power & Energy

* Banking, Financial Services & Insurance
o, Telecom

* Transport
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Government
Strategic & Public Enterprises

NCUPCfunctions and duties

National nodal agency for all measures to protect nation's critical information
infrastructure. ' :

Protect and deliver advice that aims to reduce the vulnerabilities of critical information
infrastructure, against cyber terrorism, cyber warfare and other threats.

Identification of all critical 1nformat10n infrastructure elements for approval by the
appropriate Government for notlfylng the same.

Provide strategic leadership and coherence across Government to respond to cyber security
threats against the identified critical information infrastructure.

Coordinate, share, mo_nltor-, collect, analyze'and forecast, national level threat to CII for

policy guidance, expertise sharing -and situational awareness for early warning or alerts. -

The basic responsibility for protecting CII system shall lie with the agency running that
CIL .

Assrstlng in the development of appropriate plans adopt1on of standards, sharing of best
practlces and reﬁnement of procurement processes in respect of protectlon of Critical

1hty assessment and auditing
1mplementat10n for protectron of

Undertaklng research and development andsalli d‘éactlvmes prov1drng fundlng (including
grants-in-aid) for creating, collaboratrng an
for developing and enabling the growth of skills, working closely with wider public sector
industries, academia et al and with international partners . for protectlon of Critical

Information Infrastructure.

Developing or organising training -and awareness programs as also nurturing and
development of audit and certification agenc1es for protectron of Critical Information
Infrastructure.

Developmg and executmg national and international cooperatlon strategies for protectlon
of Critical Information Infrastructure.

Issuing guidelines, advisories and vulnerablhty or audrt notes-etc. relatmg to protectlon of
critical information infrastructure and practices, procedures, prevention and response in
consultation with the stake holders, in close coordination with Indian Computer Emergency

'Resp_onse Team and other organisations working in the field or related fields.

Exchanging cyber incidents and other information relating to attacks and vulnerabrlities
with Indian Computer Emergency Response Team and other concerned organisations in the

field.

In the event of any threat to critical information infrastructure the National Critical
Information Infrastructure Protection Centre may call for information and give directions to
the critical sectors or persons serving or having a critical impact on Critical Information
Infrastructure.
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Urban infrastructure

Urban or municipal infrastructure refers to hard infrastructure Systems owned and operated by
municipalities, such ag streets, water distribution, and sewers. It may also include some of the
facilities associated with soft inﬁastmct_ure, such as parks, public pools and libraries,

Natural infrastructure - ' _ '
It may be used Synonymously with green infrastructure. Natura] infrastructures are planned and

‘managed natural or semi-natural Systems, which can provide benefits - forests agricultura] lands,

Lomprises  coastal €cosystem

watéf§h¢"_df""f§§toration (by
slationfor carbon Sequestration;

estuaries, coastal Nlands"(‘:gp_es and. vy;tlapds These

SER
(mangroves, &%

habitat restordfion of cortic:  fokmol i3 nEdiatipn to. ;é;}habihgate_is’contaminated
soil and wate [ I

] ted*by arotind 288 weather-related
disasters during 109 2015 to avoid risk and damage; and t6 build resilience to these
disasters, natural infrastructure sol@’f’ s incﬁéﬁ;‘sj_pggygtge;ng considered and implem_ented. It
helps in achievement of Sustainable‘Deévélopmentc 0dls"(SDGs) and the Paris Climate Agreement
targets Intended Nationally-Determined'Contxibuti(ms (INDCs). .

Financing Infrastructure

* Investment in infrastructure is part of the capital accumulation required for economic development
‘and has ap impact .on socioeconomic measures of welfare. Traditionally, infrastructure
- development ygeq to occur through the public sector. However, given the scarcity of public

fesources and the need to shift scarce public resources into health and education, efforts have been
made to induct private participati_on in the development of infras_tructure. '

Currently,. the source of ﬁnancing.van'es‘ significantly across sectors. In India, some are monopoly:
railways and nuclear power. Some sectors are dominated by goveMentvspending, others by
overseas development ajd (ODA) and yet others by private investors. PPP s emerging as the

. dominant model. Dept and equity are, like anywhere else, the ways of raising resources,

The total investment in nfrastructyre sectors in the Twelfth Plan(2012-l7) IS estimated to be

Rs.55.7 lakh crore.The share of Private investment in the total investment ip, infrastructure was 48
per cent during the Twelfth Plap | : )

Infrastruceyre may be owned and managed by governments or by private companies, such as sole

public utility or raitway companies. O it can be a joint operation of construction, management and
ownership (PPP) in which there are many models as we wil] see ahead.
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PPPs

Governments in most developing countries face the challenge to meet the growing demand for new

and better infrastructure services. As available funding from the traditional sources and capacity in
the public sector to implement many projects at one time remain limited, governments have found
that partnership with the pnvate sector is an attractive alternatwe to increase and improve the
supply of infrastructure services.

The partners in a PPP, usually through a legally binding contract or some other mechanism, agree
to share responsibilities related to implementation and/or operation and management of an
infrastructure project. This collaboration or partnership is built on the expertise of each partner that
meets clearly defined public needs through the appropriate allocation of:

¢ Resources
Risks -
Responsibilities, and
Rewards

The availability of high-quality infrastructure and the overcoming of India’s infrastructure deficit
is crucial to attaining and sustaining rapid growth that generates the gainful jobs. It is urgently
required for India to grow rapidly and generate a demographic dividend.The Government of India
1dent1ﬁed pubhc—pnvate partnershlps (PPP) asa way of developmg the country's frastructure for

_ .e"-development as:

o ‘They can enhance the supplygfamucﬁh neeged infipstructure services.

o They may not require any imméd: ateioash péxﬁ g‘f T hey provide rehef from the burden of
the costs of design and construction.

o They allow transfer of many project risks to the private sector. . :

o They promise better project design, choice of technology, construction, operation and
service delivery. : -

o Rationalize tariff for services like power and roads without any resistance from public

Kelkar Committee defines PPPs as : Public Private Partnerships (PPPs) in infrastructure refer to
the provision of a public asset and service by a private partner who has been conceded the right
(the “Concession”) for the purpose, for a specified period of time, on the basis of
marketdetermined revenue streams, that allow for commercial return on investment. '

There are many models of PPPs being followed in mdie. |

Build-operate—transfer (BOT) or build—own-operate—transfer (BOOT) is a form of .project
financing in which a private entity receives a concession from the private or public sector fo
finance, design, construct, own, and operate a facility stated in the concession contract. This
enables the concessionaire to recover investment, operating and maintenance eXpenses in the
project. Due to the long-term nature of the arrangement, the fees are usually raised during the

concession period.
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entitled to retain all revenues generated by the project. The facility will be then transferred to
govermment at the end of the concession agreement.

~ The government is considering offering a “rolling contract” for road development that will haye

the above said flexibility: NHAI will reserve the right to take over the project to stem public
oppositfbp over “super profits”. The model—variable build operate and transfer (V-BOT) .There
have been severa] instances of protests in states including Delhi, UP and Maharashtra against the
toll collection by the concessionaires for many more years than' necessary. Under this model, the

IIC toll collection, installation of
ic’ti"(')ffl_r_ghd'o_ther systems. -

ied mutefs using the Delhi-Noida Direct
ery connecting southeast Delhi with Noida across the Yamuna in
Uttar Pradesh. Noida Toll Bridge%gbmpggyr%;q} *@L:;;) is the special purpose vehicle to
develop, construct, operate and maintain"DND.Ti Atlahabad High-Court order was caused by a
public interest petition filed by a body of Noida residents. The court considered several aspects of

concession rights and the government may pay the'concessionaire, which it provides under the
agreement to meet certain specific conditions. For example, hybrid annuity model or VGF.
Usually, such payments by the government may be necessary to make projects commercially
viableand/or reduce the level of commercial risk taken by the private sector, particularly in a
developing or untested PPP market. Typical concession periods range between § to 50 years.

A BOOT structure differs from BOT in that the private entity owns the works. During the
concession period the private company owns and operates the facility with the prime goal to
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recover the costs of investment and maintenance while trying to achieve higher margin on project.
The private entity has additional rights being owner- raise loans against it as collateral. -

Hybrid-Annuity Model (HAM) -

HAM was introduced in 2016 essentially for road infrastructure projects. About 30 highways
projects have been awarded under HAM by the National Highway Authority of India (NHAI) ata
total cost of about Rs.28,000. crore. Half the projects awarded in 2016- 17 were under HAM.

As per HAM model, 40% of the capital cost quoted is paid upfront by government while
the remaining 60% of the cost will be paid over the life of the project as annuities. That is
the meaning of “hybrid”. It must be differentiated from VGF where the gap is given as
grant. In HAM, the initial payment is adjusted.from annuities. :

HAM is a financial innovation in funding for infrastructure that emerged from a practical need.
The BOT model was not considered viable by the private players to invest as the private player
had to fully mobilise finances and bear the risk. Banks were unwilling to lend-to these projects as
they had burnt their fingers and accumulated NPAs. Risks were unevenly distributed getween
government and private builder as developers had to take the entire risk of low passenger traffic.
Projections on traffic go wrong affecting returns. Hence the reluctance to commit large sums of
money in such models. ’ ' : '

TG
X
5

overnment. TPeanr ity payment
risk' all -by, thgfﬁgclvés. From the
a portion-of the project cost.

It helps by distril tin
structure means. thai
Government*

Government -has many incentives: ¥bﬁ1 mgds?;‘éfglgglgszggsinesses, boosts tax buoyancy as it
triggers economic growth, land pn'cés% HTh the Fibintty thit helps the owners etc. There is less

traffic congestion. HAM projects are also being tested in urban infra developments such as metro
rail projects. : ‘

In 2017, Hybrid Annuity based PPP model was adopted for the first time in the country in
Sewage management sector in two major cities in Ganga river basin - Varanasi and
Haridwar. ' : ’

TOT

- The government approved a model under which toll highways operated by the National Highways
Authority of India (NHALI) for over two years will be leased out to entities which will collect toll
and operate the project for a specified duration, in a return for an upfront fee. The money raised
will be used to invest in developing more highways.

GOl identified 75 national highway projects adding up to 4,500 km for the toll-operate-transfer
(TOT) model. The overall annual tol] collected from these projects is about Rs2,700 crore. Projects
under the TOT model will be awarded through international competitive bidding where foreign
funds can also take part. '

TOT model will bring new investments to the highways sector. Under the TOT model, the investor
will collect toll and be responsible for operation and maintenance of the project. ’
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Proceeds from TOT auctions will free up valuable taxpayer capital and augment resources for new
infrastructure projects. '

-The model is likely to help NHAI raise capital to fund road projects based on the engineering,
ybrid annuity models. It wil] also be an opportunity for

The critics of this method point to_a%eén@b@eaécﬁr@étéi@@ as in reality unsolicited bidder may

not be in reality unsolicited because of the politics-business nexus,

method.

Kelkar Committee report on- ‘Revisiting and Revitalising the PPP model of infrastructure
- development,’ presented GOI in 2015 discouraged the government from following the ‘Swiss
Challenge’ model of auctioning infrastructure projects.

Viability Gap Funding
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pool of private capital. An additional grant of up to 20 per cent of project costs may be provided by
the sponsoring Ministry, State Government or project authority.

N

UDAN (Ude Desh ka Aam Naagrik) is an ambitious regional air connectivity scheme for which
GOI set up a trust for disbursing viability gap funds to the participating airlines. Airports Authority
of India (AALI) is the nodal agency for the scheme that aims to connect un-served as well as under-
served airports and make flying affordable for the masses. As at least half of the seats in UDAN
flights are to be offered at subsidised fares, the participating carriers would be provided a certain
amount of Viability Gap Funding (VGF) -- an amount shared between the Centre and the state
~ concerned. . ‘ ' :

Take out financing

Banks attract deposits whose average life is about 3-5 years and so can not be lent to finance
infrastructure. But take out financing can be helpful as banks lend long term but after 3-5 years, a
firm like India Infrastructure Finance Company Limited (IIFCL) takes out the account from the
banks books. It pays the bank what the borrower owes it and collects the money from the
borrower. It was inroduced in 2009-10.Takeout financing is an accepted international practice of
releasing long-term funds for financing infrastructure projects. It can be used to effectively address
Asset-Liability mismatch of commercial banks arising out of financing infrastructure projects and
also to free up capital for financing new projects. ‘

RSSO G U D 0y Fovinerserns eyt

P ORY

mffastructure pIIO_] ects

( mnance: or_-:.mﬁﬁastructur&-pro;ects‘by..facilitafing particif)ation of new

e To expandsources
entities i.e. medium / small sized banks, ingurance, companies and pension funds.
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India Infrastructure Finance 'CV(‘)mpany Limited (ITIFCL)

IIFCL was incorporated in 2006 for providing long-term loans for financing infrastructure projects
that typically involve long gestation periods. IIFCL provides financial assistance both through
direct lending to project companies and by refinancing banks and financial institutions as also take
out financing. IIFCL raises funds from both domestic and overseas markets on the strength of
government guarantees. " :

P BRI RN LR M L G L e e e e

IIFCL is a wholly-owned Government of India company.

The sectors eligible for financial assistance from IIFCL broadly include transportation, energy,
water, sanitation, communication, social and commercial infrastructure. '

IFCL has been registered as a NBFC with RBI.

The authorized and paid up capital of the company (2017) stood at Rs 6,000 Crore and Rs 4,002
Crore, respectively.

By 2017, IIFCL made cumulative gross sanctions of Rs 77,000 Crore to 442 projects under direct
lending and cumulative disbursements of Rs 56,000 Crore under Refinance and Takeout Finance.
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Plug and play model

The Union Budget 2015-16 proposed a 'plug-and;play' model for big-ticket infrastructure projects
such as power plants, airports and roads, where al| regulatory clearances will be put in place before
they are awarded to private developers through a transparent auction, )

GOI announced plans to set up five ultramega power projects (UMPPs) of 4,000 mw' each under
the ‘plug-andplay' model. This means winners of the contract can start implementing the project
immediately, without worrying about all the regulatory clearances and coal or gas linkages — the
‘causes for so many stalled projects in the country. This should unlock investments to the extent of

Rs 1 lakh crore. Government will consider plug-and-play model for other projects such as roads,
ports, rail lines and airports as well.

long-term de
(IDFs) are’b

,,,:1' ) a_g -
?aﬁéﬁn%éd in the Union Budget for 201 I-12.
pany or as a trust, If set up as a trust, it would be

of RBL. Guideline_s with enabling provisions have already been issued by the Reserve Bank of

India and SEBL. By 2017, three infra debt funds have beén set up through the NBFC route and
three through the MF route. o

An IDF-NBFC would jssue either rupee or dollar denominated bonds (o mobilise money to be
invested in infrastructure PPPs. '

Establishment of Infrastructure Debt Fund through PPP model is gaining ground in India. Three
IDFs set up through the NBFC route — L&T IDF, India Infradebt and IDFC IDF— have grown

_ galloped from 600 crore about in 2015 to over 39,000 crore in 2017-18,

Infradebt Limited fund js jointly promoted by ICICI Bank, Bank of Baroda, Life Insurance
Corporation (LIC) and Citicorp Finance (India). :

Infrastructure Investment Trust (InvITs)

lnfrastructure Investment Trust (InvITs) is like a mutual fund, which enables direct investment of
small amounts of money from individual/institutiona] Investors in infrastriucture to eam income as
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return. InvITs work like mutual funds or real estate investment trusts (REITs). InvITs can be
treated as the modified version of-REITs designed to suit the specific c1rcumstances of the
infrastructure sector. They are regulated by SEBI.

Maéala Bonds

(discussed elsewhere)

Engineering, Procurement, Construction (EPC) Contract and Turnkéy.

Developed countries are preferring Engineering, Procurement and Construction (EPC) contracts
where the contractor is responsible for design and construction on a turnkey basis and for a fixed
price. Tunkey is a traditional public sector procurement model for infrastructure facilities.
Generally, a private contractor is selected through a bidding process. The private contractor
designs and builds a facility for a fixed payment. The contractor assumes risks involved in the
design and construction phases. This type of private sector participation is also known as Design-
Build. Both EPC and Turnkey projects for general purposes are similar.

Lease

In this category of arrangement, the operator (the leaseholder) is responsible for operating and
maintaining tbe mfrastructure facrllty (that already ex1sts) and services, but generally the operator

; ;;often this model 18 applled ifi combination
ease the; .operator retams revenue

Lo

Su1tab1hty and which modelfo

Each model has its own pros and cons and can be suitable for achieving the major objectives of
private-private partnership to a varying degree. Special characteristics of some sectors and their
technological development, legal and regulatory regimes, and public perception about the services
in a sector can also be important factors in deciding the suitability of a particular model of PPP.

There is no single PPP model that can satisfy all conditions.

A typical PPP structure can be quite complex involving contractual arrangements between a
number of parties, including the government, project sponsor, project operator, financiers,
: supphers contractors, engineers and customers. The creation of a separate commercial venture
called a Special Purpose/Project Vehicle (SPV) is a key feature of most PPPs. The SPV is a legal
entity that undertakes a project and negotiates contract agreements with other parties including the

government,

SPV has many advantages. Protected finance is available. A project may be too large and
complicated to be undertaken by one single investor considering its investment size, management
and operational skills required and risks involved. In such a case, the SPV mechanism allows
joining hands with other investors who could invest, bring in technical -and management capacity
and share risks, as necessary. The government may also contribute to the long-term equity capltal
of the SPV m exchange of shares For example GSTN.
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* Tohold interest in strategic assets;

*  To address political sensitivity and fulfil social obligations;
* To ensure commercia] viability of the project;

* To provide greater confidence to lenders; and

* To have better insight to protect public interest.

PPP in Highways : ’ ‘

- The Nationa] Highway network of the country Spans about 70,548 km.: The National Highway
Development Project (NHDP), covering a length of about 54,000 km of highways, is India’s
largest road development programme in its history. The government has encouraged increased
private sector.participat; ing the_arterial road twor_l__(;gf_,éthg,_\ggumgyﬁtp world class
nt Zequirement is expected to be
Vil spanninga length of about 45,000
ys And port conngctmfy projects) and a
large number;of pi, “great relance o PPsExpressways are the highest
- class of roads in the Indian road network. They are.six or eight-lane highways. Under Bharatmala
project(2017), over 83,000 km of naﬁ‘f@@@lﬁé@'wag‘/_gj‘@lébg}énstmcted at an estimated investment
of Rs 7 lakh crore by 2022 Private participation through public private partnership (PPP) of about

Rs 1 lakh crores. o .

PPP in Civil Aviation
(Udaan given elsewhere)

complexes, over bridges, city roads and so op PPP initiatives are also being undertakep to develop
metro rail systems in Indiap cities.

Hyderabad Metro Rail Project ‘
Hyderabad Metro Rail Project on ppp mode, being developed on Design, Build, F inance, Operate

of the largest mefro rail projects built and operated by a private entity anywhere in the world. The
project demonstrates how large volumes of private capital can be deployed in public projects in g
transparent, efficient ang competifive manner. The concession has been awarded on the basis of
the Model Concession Agreement for Urban Transit developed by GOJ
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The system started commercial operation after partially opening its Phage 1 to the public in 2014:
Upon the completion of entire Phage lin mid-2'0_1 7, the Mumbaij Monorail becomes the fifth-
largest monorail system in the world.

PPP in Ports ]

The government has encouraged private Sec- tor participation in port development and operations,
Foreign direct investment up to 100 per cent is permitted under thé automatic route for port
development projects. Private investment has been envisaged on PPP basis in ports of Kolkata,
Haldia, Paradip,. Vizag, Ennore, Chennai, Tuticorin, Cochin, New" Margalore, -Momiugao,
Mumbai, INPT and Kandla. : ' '

PPPs in Social Sectors L _ )
The Twelfth Plan (2012-17) lays special emphas_is on the development of socia] sectors in view of

The physical targets set in the Plan cannot be met out of public resources alone. It s, therefore,

imperative that resources have to be attracted from the private sector to ensure that targets, in
physical and financial terms, are met by the end of the Twelfth Plan period. i

underprivileged category.

‘The respective rights and obligations of the private entity and the government will be codified in
an agreement with the former undertaking to deliver the agreed service on the payment of a charge

The scheme for 2,500 ppp schools should be viewed as an opportunity to evolve innovative ways
to empower and enable non-government players to engage in providing world-class cducation,

especially to children from low-income families. The objective should be to combine the
Tespective strengths of the public and private sectors to complement each other in pursuit of the
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shared goal of good education for all. In particular, adoption of the PPP mode would fead to rapid
expansion of access to world-class education by low-income familjes. : -

In 2012, GoI1 approved a scheme for setting up 20 IITs in PPP mode with an overal] outlay of Rs
2,800 crore.While land for the purpose was made available free of cost by state governments
concemed, an IIT was establighed at a capital cost of Rs 128 crore each to be contributed ip ratio
of 50:35:15 by centre, state and industry partner respectively.

Areas that come under PPP might include almost every aspect of education, including evaluatiop
and implementation, ownership, Management, funding, running. of institutions, academic aspects,
special education programmes, like bridge courses, teacher training services, extra academic
aspects, examinations, including entrance €Xaminations, Support - services, hostels, healthcare,
transport, maintenance, security, and so on, though policy formulation is normally considered ag an

- . - ) ?'_E
activities in education. . : } A g

Criticism: Most partnerships of the recent period are based on market-oriented logic, while many ,
models prevalent during earlier periods were not 80, and they ‘were also pot described as Ppp i
~models.. There is a maip difference between the carlier models and the recent ones. The ‘
government was interested in PPP, when it proposed, for example, university—indusny

collaborations, essentially for academic Teasons, to improve the re_l_eyang:_e of curriculum, increase

of proposing PPP s (o raise private

production” of normal commercial goods and infrastructure. It s

PP ad&%@q}y influe

it

Table 1. PPP an Incompatible Partnership: Conflicting Interests of the Public
. _______andPrivate Pla ers in Education

. | State/Public Market/Private
Nature & purpose of '

education Social good Individual galq _

Motivaton e 1 S—
Main Concern - | Knowledge M
Area of interests - Generic M
Duration of interest Long term 7 M

Team effort | Rarely
Research Publish/public good

Flexible

Diversity
Society

Time Schedule
Nature of Unilfersities
Relevance _
Source: Jandh yala B G Tilgk

Market
ik
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PPP in Health Care Services

Several State Govemments are experimenting with delivery of health services through different
models. Planning Commission also considered a scheme for setting up secondary and terﬁary care
hospitals through PPPs at various District Headquarters. The principal objective of the scheme is to
create a health care delivery mechanism comprising multi-specialty hospital to meet the growing
health care needs of the poor, and for supplementing human resources in the sector by setting up
nursing schools and medical colleges. ‘

Niti Aayog: Public Private Partnership for Non-Communicable Diseases (NCDs) ir-l»'Distn'ct
Hospitals: Draft Guidelines 2017 o ' :

National Health Policy, 2017 advocates the case of increased role for private sector in the urban
areas: “Given the large presence of private sector in urban areas, the policy recommends exploring
the possibilities of developing sustainable models of partnership with for profit and not for profit

Niti Aayog and the Union miriistry for health and family welfare have proposed a model contract
to increase the role of private hospitals in treating non-communicable diseases in urban India. The
agreement, which has been shared with states for their comments allows private hospitals to bid

eed 0 share their back-end services
layérs. Théf:,state" government could
IS t0'sef up the new hospitals. The
ment from primary health centres,
government health programmes and
Was engaged as “technical partner” to
prepare the document. Under the model contract, these private hospitals will provide secondary
and tertiary medical treatment for cancer, heart diseases and respiratory tract ailments at prices that
are not higher than those prescribed under govemment health insurance schemes.

Health Secretary,GOI.

Pros ‘
The for the PPP s justified on the following grounds:

® rampant absenteeism of doctors — ranging from 28 per cent to 63 per cent in different
states. ' ‘

¢ The increase in government expenditure to 2-2.5 per cent of GDP for the expansion of
public health services fails to fructify, and has hovered in the range of 0.9-1.3 per cent
from1990 till date.

¢ Community Health Centres report a 65 per cent vacancy rate of specialists since
governments are simply unable to attract and retain talent.
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® private sector continues to 810w at 15 per cent per annum, accounting for 58 per cent of
rural and 68 per cent of urban in-patient care with 80-90 per.cent of health: facilities and a
five-fold higher doctor density.

.® Non-communicable diseases account for 60 per cent of the premature mortality in India and
cardiovascular diseases, pulmonary diseases, cancer, as well as hypertension, diabetes and
stroke are among the leading killers, accounting for four of the top five causes of death

Cons

partner having -all the profits. Risk is uhequally spread. _
* The challenge in the Niti Aayog hybrid model is its implementation. How do public and
' private managements coexist in the same physical space? A hospital is a living institution
that cannot be dismembered.- Salary streams, motivation levels, working methods,
prescription practices, monitoring and accountability systems, work expectations, all vary.
Everyday, there are instances of patients being denied treatment in private hospitals till
i I preferring paying patients to th “goxgnment insured ones or levying

1 s dsPrivate hospitals are also known to
i ckeylrevenue earning centres. How,
erles jan‘aushadhi pharmadies alongside
model how will conflicts of interest

Secondary Healthcare means patients from primiary health care are referred to specialists in higher
hospitals for treatment. A : .-

PPP in Skill Development : ’
- As part of the government’s initiative to augment the programmes for skill development, GOI
- announced setting up of 1,500 ITIs through PPP in unserved blocks. The objective is to create
centres of excellence in vocational education especially for the youth from low-income families in
order to improve their prospects of gainful employment. A major proportion of the costs incurred
by an ITI are of a recurring nature, and GOI .therefore, provides support for the recurring
expenditure incurred by an ITI towards training students from underprivileged families. Further,
GOI provides capital grant to meet a part of the cost of creating the infrastructute for setting up the
ITIs. Under Phase 1 of Pradhan Mantri Kaushal Vikas Yojana (PMKVY), the government has
trained millions More than 1,100 new industrial training institutes (ITIs) have been created in

-
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2016. Cabinet approved a national apprenticeship promotion scheme under which five million
people are to be trained by 2019-20 at a cost of Rs 10,000 crore.

b

~ their profits on CSR. Leading corporations have taken an active role in working with ITIs to

strengthen them and Improve the quality of learning outcomes from the institutions, -

PPP in Digital India _
Digital India is a campaign launched by the Government of Indja in 2015 which includes plans to
connect rural areas withhigh-speed internet networks. Digital India consists of three core
components. They are: . _ )
K Development of secure and stable Digital Infrastructure
* Delivering government services digitally
® Universal Digital Literacy

Ivity reached in over 1,00, 000 Gram
ovember 2017. The second phase
PSMarch 2019,

gghéfaied thrddgh a Universal Access
éﬁﬁp%by the telecom licensees (telcos).)

3 opE 2
N

-2 n & ﬂre tO*b;C
Levy (UAL), at a prescribed percentage of the reveéniie ed

.

TRAI said that “public-private-pannership” (PPP) model is best suited for this project. Under PPP
model, private sector’s capacity for delivery is combined with the government’s role as an enabler
and regulator to overcome market failures.Build—Own—Operate-Transfer (BOOT) model has
potential to ensure long-term incentive and reduces risks. TRAL:‘A PPP mode] that aligns private
incentives with long term service delivery in the vein of the Build-Own-Operate-Transfer/Bui]d-
Operate-Transfer models of implementation be the preferred means of implementation.”

TRAT said that aproject like BharatNet should be done by entities that have their own interests in
monetisation of the network.

PPP in Swachh Bharat

It is India's largest cleanliness drive to date with 3 million sovernment cmployees, school students,
and college students from all parts of India participating in 4,041 statutory cities, towns and
assoclated rural areas.
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Concerns : _
Resort to PPPs in the social sector often raises concerns about the commercialisation of services
that are normally cxpected to be provided free or highly subsidised. These are important concerns

but they can be addressed by well-drafted concession agreements and strict monitoring to ensure

that PPP concessionaires-abide by the; ommitments. This must be reinforced with penalties for
non complia R

While exten seétor projects; the need for ‘people’s’
participation becomes crucial. Local citizens are
direct stakeholders ; ojects and therefore ‘their support becomes crucial Therefore, some
cities and States have begun to shije pp in 3 é}geé’iaﬂzand urban sectors as People—Pubjic_.

Public Private Partnerships (PPPs) in infrastructure refer to the provision of 3 public asset and
service by a private partner whe has been conceded the right (the “Conceésion”) for the purpose,
for a specified period of time, on the basis of market determined revenye streams, that allow for
commercial returp op investment. PPps i infrastructure fepresent a valuable instrument to speed
- Up infrastructure development in India. This speeding up is urgently required for India to grow
rapidly and generate a demographic dividend for jtself and-also to tap into the large pool of
pension and institutional funds from aging Populations in the developed countries,

projects.

India’s success ip deploying PPPs as ay Important instrumen for creating infrastructure in India
will depend op 4 change in attitude and in the mind-set of all authoritjes dealing with PPPs,




the government,
arrangements of Ppps based on the
building in government for effectjve implementatio

Recommendaﬁdns
Revisiting ppps: The Co

f PPEs should be

1ol Tequircs the invol
operational efficiencies. Therefore,
not be allowed 10 bid | or-PPP proj

to leverage financing and improve

s 0r public sector undertakmgs should

PPP’ e sed by the govémi‘nent to evade itg

responsibility of sefvice delivery to ¢; should be adopteq only after checking its
viability for a Project, in terms of c'oggfsgjand isks. Fuj e Elg}{.stmctures should not be adopted for

: The Committee noteq that inefficient and ineéuitable allocation
ing to failure of PPPs. ppp contracts should ensure optimal risk
by ensuring that it jg allocated to the entity that is best suited to

covering all aspects of a project’s lifecycle. The Committee also fecommended the guidelines for
risk allocation,. : - .

Strengthening institutiona] “capacity: The capacity of g stakeholders including regulators,
authorities, consultants, ﬁnancing agencies, etc should be built up. A national leve] nstitution
should be set up to support institutional capacity building activities, apd cncouraging private
Investments with regard to PPPs. Indepcndent Tegulators must be get Up in sectors that are going
for PPPs. Ap Infrastructure ppp Project Review Committee may be set up to evaluate PPP
projects. Ap Infrastructure ppp Adjudication Tribunal shoulg also be Constituted. A quick,
efficient, and enforceable dispute resolution mechanism myst pe developed for ppp projects.
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Strengthening contracts: Since infrastructure projects span over 20-30 years, a private developer
may lose bargaining power because of abrupt changes in the economic or policy environment. The
Committee recommended that the private sector must be protected against such loss of bargaining
power. This could be ensured by amending the terms of the PPP contracts to allow for
renegotiations. The decision on a renegotiated concession” agreement must be based on (1) full
disclosure of renegotiated costs, risks and benefits, (ii) comparison with the financial position of
the government at the time of signing the agreement, and (i) comparison with the existing
financial position of the government just before renegotiation.

PPPs and Capacity Building in the States

The State Governments generally do not have dedicated staff resources for handling PPP projects
or for building the requisite capacity. Such capacity is crtical for conceptualising project
proposals, engaging consultants, interacting with and supervising consultants, analysing and
processing their advice for government approvals, interacting with prospective investors, executing

the project documents and monitoring implementation.

SIA

Social impact assessment- (SIA} assesses the social effects of infrastructure projects and other
development interventions. The origin of SIA comes from the environmental mpact assessment
awhi emerged- i as-a-way=toassess.the impacts on

Vel d life etc), of certain; development
W r(féds, ﬁdustﬁal facilities, mines,
dgother s béen incgrporated since into the
apﬁ?%ﬁgﬁgcesses eV -order.to.categorize arid assess how

major developments may affect populations, groups;andisettlements. '
WD

Social impact assessment is also of increasing importance as a means to measure and monitor the
social returns or social outputs of a project. Social impacts can be defined as the consequences to
people of any proposed action that changes the way they live, work, relate to one another, organise
themselves and function as individuals and members of society. This definition includes social-
psychological changes, for example to people’s values, attitudes and perceptions of themselves and
their community and environment. Indeed, some SIA practitioners consider social impacts to be

only ‘as experienced’ (e.g. stress, disruption, hunger) and differentiate these from the causal

processes (e.g. over-crowding, infrastructure pressure, poverty). Right to Fair Compensation and
Transparency in Land Acquisition, Rehabilitation and Resettlement ‘Act, 2013 makes SIA
mandatory.

The main types of social impact that occur as a result of these project-related changes can be
grouped into five overlapping categories: '
o lifestyle impacts - on the way people behave and relate to family, friends and cohorts on a
day-to-day basis; . '
* . cultural impacts — on shared customs, obligations, values, language, religious belief and
other elements which make a social or ethnic group distinct;

* community impacts - on infrastructure, services, voluntary organisations, activity networks
and cohesion;

* amenity/quality of life impacts — on sense of place, acsthetics and heritage, perception of
belonging, security and livability, and aspirations for the future; and
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o heaith impacts — on mental, physical and social well being, although these aspects are also
the subject of health impact assessment

The key points of the above discussion are that:
e social and biophysical impacts are interconnected and should be assessed together;
o SIA is understood to be concemed with the human consequences of development
proposals, identifying all significant social impacts that arise in this context; and

National Investment & Manufacturing Zones (NIMZs)

Government notified the National Manufacturing Policy (NMP) on 4th November, 2011 with the
objective of enhancing the share of manufacturing in GDP to 25% and creating 100 million jobs
over. a decade or so. National Investment and Manufacturing Zones (NIMZs) are one of the
important instruments of the Policy to achieve its objectives. So far Government has granted ‘in-
principle’ approval to the fourteen NIMZs (outside the DMIC region). These are:

o Nagpur in Maharashtra

e Prakasam in Andhra Pradesh

e Chittoor in Andhra Pradesh

e Medak in Telangana

e Hyderabad Pharma NIMZ at Rangareddy and Mahabubnagar Districts in  Telangana.

) Tumkur in Kamataka -

o Ponneri Taluk, Thiruvallur Dlsg'l%ﬁ‘ §1.‘aﬁmll dﬁ» E i"g i
e Auraiya District in Uttar Pradesh and '
e Jhansi District in Uttar Pradesh

Of these, the NIMZ at Prakasam in Andhra Pradesh; Medak in Telangana and Kalinganagar, Jajpur
district in Odisha have been granted final approval.

Eight Investment Regions along the Delhi Mumbai Industrial Corridor (DMIC) project have also
been announced as NIMZs. The details are as under:

o Ahmedabad-Dholera Investment Region, Gujarat :

e  Shendra-Bidkin Industrial Park city near Aurangabad, Maharashtra

e Manesar-Bawal Investment Region, Haryana -

o  Khushkhera-Bhiwadi-Neemrana Investment Region, Rajasthan

e Pithampur-Dhar-Mhow Investment Region, Madhya Pradesh

o Dadri-Noida-Ghaziabad Investment Region, Uttar Pradesh

e Dighi Port Industrial Area, Maharashtra ; and

e Jodhpur-Pali-Marwar Region in Rajasthan

The basic detail is as follows: State government selects the land and applics to the Central
government to accept its proposal to set up an NIMZ. If the central government accepts, it notifies
the same and sets up an SPV that manages it. State government owns it itself or makes any other
arrangement of ownership. NIMZs are developed as green field industrial townships, benchmarked
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different from SEZg in terms of size, level of infrastructure planning, and governance structure
related to regulatory procedures and exit policies”, NIMZ, may also have SEZs located in them.,

While SEZs mainly concentrated op exports, NIMZs have no such role, though they may export if
they choose to. SEZs exist for the services sectors ag well while NIMZ does not. :

will be provided by a Developer or a group of Co-developers, while external linkagqs Will be

provided by Govt." of India and the concerned State Govt. Thus, it requires Centre-State ¢o-
ordination, ’ o

fying the NIMZ and issuing necessary
i'fonn. Apart from selecting the land and
enits; power connectivity, ‘infrastructure
ong otherthings, -

While the Central Govt. will be responsible for not;

clearances, the State Governments have man task:

acquiring if ngke chias ensuri

linkages, etc nictions of state
e land, R

* exploring funding afﬁra‘hggmént_‘s, ncluding from int

rational funding iristitutions, long

term tax free debentures, etc ‘§ {k'%% g:fgs & g %? H

*  Power connectivity,

® Wwater requirements,

*  state roads connectivi ty,
¢ sewerage and effluent treatment,

* health, safety and environmental issues; etc. -

Th¢ preference will be for non-agricultural land with adequate water supply. If needed, the states

NIMZs wil] put in place a comprehensive exit policy that will promote productivity while
providing_ﬂéxibility by reducing some of the moving rigidities in the labour market and by

ensuring protection of workers’ rights as laid down in the statute.

Affordable Housing_
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affordable housing. The Government of India has taken various measures to meet the increased
demand for affordable housing along with some developers and stressing on public-private
partnerships (PPP) for development of these units.

There were many problems initially in developing affordable housing: lack of land and high
construction costs; unfavourable tax environment and lack of incentives. A major catalyst
instrumental in this segment’s growth was the Indian government’s ambitious housing program. |

In 2015, Prime Minister Narendra Modi announced the ‘Housing for All by 2022’ scheme

targeting two crore homes to be built across all urban locations over the next five years. 2017-18.
Union Budget has many initiatives for the affordable sector:

o The government has granted the much-coveted infrastructure status to affordable housing,

. giving developers access to cheaper sources of funding, including external commercial

borrowings (ECBs),

o Affordable housing promoters have been granted more time for project completion - the
deadline has been increased to five years from the current three years. -

o The qualifying criteria for affordable housing have been revised to 30 square meters and 60
square meters on- the carpet, rather than the saleable area, for metros and non-metros
respectively. This effectively increases the size of the affordable housing market across

India.

mid-income-group-was announced

additional incentive of 39% ‘ ocatio SHhnouric v-forl-affordable«housin;ﬁ development
this financial year under the PradhansMantn Awas§§q% {PMAY). It has also extended the CLSS
to loans up to Rs 12 lakh. 2 it E

Government policies like thé Real Estate Regulatory Authority (RERA) made buyer confident .
The availability of cheap finance is also driving the demand for affordable housing.

Refinance of housing loans by National Housing Banks (NHBs) will glve further boost to the
sector.’

There are however chailenges.

The biggest challenge to create affordable housing is the unlocking of land in urban areas. Unless
adequate land is made available, creating 2 crore homes may be a distant dream. According to an
estimate, close to 57,392 acres will be required to build the 2 crore homes. This will require
unlocking non-essential lands currently bemg held by large government bodies.

The housing shortage in India is pegged at 1.9 crore units and the government has recognized the
need to fill the gap in urban housing. The drive to bring homes to the country’s 1.3 billion people
1s expected to bring a colossal $1.3 trillion of investment to thc housing sector over the next seven
years. The government’s financial and policy thrust, regulatory support, rising urbanization, -and
increasing affordability is converting demand for affordable homes into a commercially viable

opportunity.
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PPP Policy for Affordable Housing

Central Goverx_lment annbunced a new PPP Policy for Affordable Housing that allows ektending
central assistance of up to Rs.2.50 lakh per each house to be built by private builders even on
private lands besides opening up immense potential for private investments in affordable housing

projects on government lands in urban areas.

financial ipsti esides leveragin g under utilized and
un-utilized 7

_ “models=for-affordabl

government lands, and two using p_riy%t,e land. Thgseaare:; g 4
*  Government Jand based subsxdwcd‘ei%)usmgs. Thespublic authority will allot land to the
selected private. developer, who will design, build, and transfer the housing units back to

the authority, The public authority will pay the developer based on pre-determined
milestones. : ‘

*  Mixed development Cross-subsidised housing: Instead of receiving payments from the
public authority, the developer can cross subsidise the project by developing high end
housing on a part of the allotted land.

* Annuity based subsidised housing: The public authority will allot the land and pay the

developer in annuity payments (up to-10 years). The developer will maintaip the project for
this period, and wi] be monitored by the authority.

*  Annuity cym capital grant based subsidised housing: A signiﬁcaht proportion of the cost
(40-50%) will be paid by the authority during the construction phase. The remainder will
be paid as an annuity (up to 10 years). '

* Direct relationship ownership housing: The [and will be allotted to the dei/eloper by the
authority. The beneficiary wi| directly pay to the private developer.

* Direct relationship rental housing: The developer will own the bousing units and receive
rent from the beneficiaries.

* Credit Linked Subsidy Scheme (CLSS) -approach: The private developer will be
responsible for providing land as well ag the development of the project. Under the CLSS
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component of the Pradhan Mantri Awas Yojana (PMAY), the central government will
provide an interest - subsidy of Rs 2.50 lakh per house on loans taken by beneficiaries.

© Affordable Housing Partnership (AHP) approach: The private developer will - be
responsible for providing land and the development of the project. The central government
will provide the allottees an assistance of Rs 1.50 lakh for each economically weaker
section housing unit :

Sagar Mala Project

Problems with the port sector in India

For long, the growth of India‘s maritime sector has been hampered by many procedural and policy
related challenges, the most important among them being the presence of a dual institutional
structure that has led to the development of major ports (those owned by the central government)
and non-major ports (those owned by the state governments) as individual projects.

Lack of infrastructure for evacuation of cargo at major and non-major ports leading to a sub-
optimal transport modal mix, limited hinterland linkages and its impact on transportation costs,

limited development of coastal areas for manufacturing and economic activities, low penetration of -

coastal and inland shipping, lack of scale and deep draft at ports also contributed to the skewed
growth. '

ive~of the-Goverimient of India to

modernize Ini ¢ augmented and coastlines can be
developed to ‘transforming the¥éxisting Ports-into
modern worl the Ports; theIndustrial clusters and

ms“through-road, rail; ‘inland-and~coastal waterways
resulting in Ports becoming the drivegs’o <icm90§%ac§i§’f/ity,i;ﬁl coastal areas. It aims at harnessing
India's 7,500-km long coastline, 14,500-key o pot%ﬁﬁaﬁlyﬁnavigable waterways- and strategic
location on key interniational maritime trade routes.

Indian coastline will be developed as Coastal Economic Regions (CER). The Sagarmala
Development Company was given the nod for incorporation by.Indian Cabinet in July 2016 with
an initial authorized share capital of Rs 1000 Crore and subscribed share capital of Rs 90 Crore, to
give a push to port-led development. The Sagarmala National Perspective Plan was released in
April-2016 with details on Project Plan and Implementation.

Sagar Mala project—an infrastructure-cum-policy initiative being readied By the shipping .

ministry— seeks to allow the central government to have a say in the development of non-major
ports. The initiative, according to the ministry, will strive to tackle all the challenges by focusing
on port modernization, efficient evacuation and coastal economic development through a
structured framework for ensuring inter-agency collaboration and integrated development. It will
provide the necessary institutional framework to enable the central and state authorities to work
together for ensuring inclusive growth.

Coastal Economic.Region's (CER)

As a part of flagship Sagarmala (string of ports) proj'ect, the government will develop 10 Coastal
Economic Regions (CERs) which will be the focal point for economic development along India‘s
vast coastline of over 7,000km. Each CER will hold an integrated and comprehensive plan of the

271

MR L

SRR SR AARTE)

SIS e

BT R B o AN I P AL LR E U



also develop transport systems for land.- and water-bome evacuation of cargo from and to the ports
on a regional basis, thus ensuring an optimal modal mix. By linking major and non-major ports,
industrial clusters and evacuation infrastructure into a single system at a larger regjonal level, a
CER will enable seamless and efficient movement of cargo through gateways, thereby allowing

ports to enhance competitiveness and offer multiple freight options to customers,

Port-led development mode] successfully delivered in Gujarat. This includes_deVelo’pment port-
based industrial parks, captive industries and ancillary facilities such as ship repair, shipbuilding,
bunkering, container freight stations, warehousing facilities, industries requiring
di dustries with large export potential. This wil] ultimately

S o gain from such a ‘collaboration
from the cen :

O non-major ports mainly di ry féﬁé’b’iis.""ESE”tEfia“u‘i"g:’ii; collaborative

hand would help both set of ports to 5‘9(;-1‘ he prgJ’ twhlldneed Rs 5,000 crore in investment in
the next five years. S % wEYOR 20% é)ggf

-ogistics Performance Index is reported by World Bank in every 2 years. The LPI is based o a
vorldwide survey of stakcholders on the ground providing feedback on the logistics “friendliness”
f the countries in which they operate and those with which they trade.In the 2016 logistics

erformance index,top position is held by Germany. India holds 35th position, a significant
nprovement from 2014.
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NIIF

National Investment and Infrastructure Fund (NIIF) is a fund created by the Government of India
for strengthening infrastructire financing in the country. It must-be noted that his is different from
the National Investment Fund which is raised form public sector disinvestment.

India needs investments worth an estimated Rs 43 lakh crore (about $646 billion) in the’
infrastructure sector over the next five years. As much as 70% of this requirement will be in

toxic assets, their ability to fund large -infrastructure projects is very Timited. So funds for
infrastructure from other sources, including NIIF, assume importance.

The NIIF and its sub-funds are supposed to invest in infrastructure projects — greenfield,
brownfield and stalled. The NIIF will have an mitial corpus of Rs 40,000 crore, of which 49% will
be contributed by the government. The remaining 51% is to be raised from sovereign wealth funds,
other global long-term investors and public-sector units. The government has already approved its
contribution of Rs 20,000 crore towards the NIIF. Of this, however, Rs 1,000 crore has been

budgeted for 201‘-'-.7-18,- and Rs 4,000 crore for the last fiscal. .

The NIIF was set Up as a trust under the provisions of the Indian Trusts Act, 1882.The NIIF was
registered with Securities and Exch ' ia_as Investment fund in 2015, NIIF aims to
raise debt to i :
Corporation (IRFG):
important projects, for

The idea is that these infrastructure ._;ﬁnghée éomp@niés G

. . - 2 S 2 B .
1s a fund of funds and may invest in p%he&SEI?I ,refé@-t%fe

o 3

New Metro Policy

The new metro rail policy empowers states, by putting the onus on them to improve project
viability by stressing on economic viability and private participation. It elaborates, that the
viability can be improved by promoting transit-oriented development (TOD) and allying it with
real estate development, improving last-mile connectivity as well as aftracting private investments.

Authority as well as promoting other non-fare revenues such as advertisements, lease of space.
Also there are provisions to raige resources using innovative mechanisms like 'Betterment Levy' on
nearby assets, issuance of corporate bonds and improve last-mile connectivity for a catchment area
of nearly five km, to promote metro ridership. The three models are outlined in the policy:
*  Public-Private Partnership with Centra] assistance. This will be part of the Union Finance
Ministry's viability gap funding scheme.

* Grant by Centre whereby 10% of Metro project cost will be provided by the Central
government as lump sum amount.

*  50-50% Equity sharing model taken between the Centre and state,
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Gi'een Bonds

Green bonds are debt instruments that raise money to fund clean energy projects. Companies that
raise money through these bonds have to invest it only in areas that are environment-friendly such
as renewable energy, waste management, clean transport or sustainable land use.Though the green
bond market has been in existence globally since 2007, in India it took off in 2015, Their
significance lies in the clean environment that it will create; reverse climate change; augment

financial resources for investment; provide foreign currency etc.

Yes Bank was the first Indian entity to raise money through green bonds, raising T1000 crore from
insurance companies, pension funds, mutual fund houses and foreign portfolio investors to fund
solar, wind and biomass projects in 2015. Later, the EXIM Bank raised about $500 million from
international investors through green bonds.

Since Iridia signed the Paris climate deal in 2015, a number of ;.)ublic.and private companies have
sold green bonds to raise money. Companies such as IDB] Bank, Axis Bank and NTPC Ltd have
raised large sums through green bonds. State Bank of India plans to raise in 2017-18 up to $3

billion in the country’s biggest overseas green-bond issue for funding projects that will help
achieve the government’s commitments toward sustainable growth. There has been an aggressive

commitment for renewable energy by the government which has set very stringent renewable

energy targets—175 gigawatts by 2022—an estimated requirement of $200 billion. Hence, in the

next -five year, ast,ru%g;nqg.vspgn\dmg.’.ﬁgg@s_ughf projects.The

orsed the Green Bond principles which

SEBI.Guide'lm“es

: Bl vene Py BE.F '
. : . }‘;3 L »ig 23 .
In 2015, Securities and Exchange Bt?%ré%f ?ndl ~‘%§BD§§r§posed new norms for issuance and
listing of green bonds. The proposed norms mainly relate to disclosure requirements by the

Green Bond Principles, 2015.
Green Bond Principles 2015

As the market for green bonds grew rapidly, a.group of banks initiated the development of the
Green Bond Principles (GBP)—a set of voluntary guidelines framing the issuanee of green
bonds.GBP encourage transparency, disclosure, and integrity in the development of the green bond
market. The GBP suggest a process for designating, disclosing, managing, and reporting on the
proceeds of the bond. They are designed to provide issuers with-guidance on the key components
involved in launching a green bond, including providing information to aid investors in evaluating
the environmental impact of their green bond investments. The International Capital Markets
Association acts as the GBP's secretariat and facilitates the work of its members, including issuers,
investors, banks underwriting green bonds, and other market participants.
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The GBP recognize several broad categories of potential eligible projects, which include but are
not limited to the following:

* Renewable energy

¢ Energy efficiency (including efficient buildings)

* Sustainable waste management

* Sustainable land use (including sustainable forestry and agnculture)

¢ Biodiversity conservation

¢ (lean transportation

* Sustainable water management (including clean and/or drinking water)

¢ Climate change adaptation

-

India’s Inland Waterways

India has an extensive network of inland waterways in the form of rivers, canals, backwaters and
creeks. The total navigable length is 14,500 km (9,000 mi), out of which about-5,200 km (3,200
mi) of the river and 4,000 km (2,500 mi) of canals can be used by mechanized crafts. Freight
transportation by waterways is under-utilized in India compared to other large countries and
geographic areas like the United States, China and the European Union. The total cargo moved (in
tonne kilometers) by the inland waterway was just 0.1% of the total inland traffic in India,
compared to the 21% ﬁ e for Umted States Cargo transportatlon in an orgamzed manner- is
confined to a’f ] o

Inland waterw y janges  ( anga) Bhaglrathl—Hooghly rivers, the
Brahmaputra, the Barak river, thejvers @m G(fa,%the Y ckwaters in Kerala, inland waters in
Mumbai and the deltaic regions of the Goddvari gKrt*s,hna “fivers. About 44 million tones of cargo
15 moved annually through these waterways usmg mechamzed vessels and country boats.

Inland Waterways and National Waterways Act 2016

In April 2016 National Waterways Act came into force. It declares 106 additional inland
waterways as the national waterways in addition to five existing national waterways. The
declaration of these National Waterways would enable Inland Waterways Authority of India
(IWAI) to develop the feasible stretches for Shipping and Navigation. The right over the use of
water, river bed and the land will remain with the State Government.

- The legislation provides conversion into waterways 15 rivers in West Bengal, 14 gach in Assam
and Maharashtra, 11 in Karnataka, 12 in Uttar Pradesh, 9 in Tamil Nadu and 6 each in Bihar and
Goa and 5 each in Gujarat, Meghalaya, Odisha and Telangana, among others. It also includes plan
- to convert the Yamuna in Delht and Haryana into a waterway. Five of the river-stretches, which
have been declared as National Waterways, include Allahabad Haldia on Ganga (1,620 km),
Brahmaputra‘s Dhubri-Sadiya (891 km), West Coast Canal Kottapuram Kollam (205 km),
Kakinada Puducherry canals (1,078 km) and East Coast Canal integrated with Brahmani river and
Mahanadi delta rivers (588 km).

The Act highlights the crucial importance of waterways in the economic development of the
country, which for long remained a backburner. India‘s trade through the waterways constitutes
only 3.5 per cent. Inland water development is cost-effective. Often it has been said that it is far
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easier and less expensive to transport goods from Mumbai to London than it is from Mumbaj to
Delhi. In this context, the Minister said that inland waterways cost only 30 paise to move-cargo
through waterways in comparison to Rs 1.5 through road and Rupee one from raill.

The Act also ensures that it is équally environment-friendly espectally in protecting the rverine
ecology and fisheries and importantly tackling pollution. Inland waterways interlink three
important issues: :

* Tool for industria] development: The competitive edge of key industries (steel, agro, oil &
minerals) on the global market strongly relies on cost-effective inbound and outbound
shipments of raw materials by waterways. A posttive chain éffect is established that can
directly benefits non-waterway regions through competitive pricing of end products.

* Tool for economic growth: In densely populated parts of India with strong industry

¢ Tool for sustainable development: Clearly inland waterway transport will reduce negative

- externalities. Investments in waterways will - serve ‘biodiversity and integrated water
management, ' '

The social and envi

consumption,;

and wildlife

riverine com

option again

Special Economic Zones (SEZs)

"ndia was one of the first in Asia to recognize the effectiveness of the Export Processing Zone
(EPZ) model in promoting exports, with Asia's first EP7 set up in Kandla in 1965. With a view to
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overcome the shortcomings experienced on account of the multiplicity of controls and clearances;
absence of world-class infrastructure, and an unstable fiscal regime and with a view to attract
larger foreign investments in India, the Special Economic Zones (SEZs) Policy was announced in
2000. This policy intended to make SEZs an engine for economic growth supported by quality
infrastructure complemented by an attractive fiscal package, both at the Centre and the State level,
‘with the minimum possible regulations.

To instill confidence in investors and signal the Government's commitment to a stable SEZ policy
regime and with a view to impart stability to the SEZ regime thereby generating greater economic
activity and employment through the establishment of SEZs, Special Economic Zones Act, 2005,
was made in 2005 The main objectives of the SEZ Act are: o
- ¢ generation of additional economic activity

¢ promotion of exports of goods and services;

¢ promotion of investment from domestic and foreign sources;

* creation of employment opportunities;

¢ development of infrastructure facilities;

It is expected that this will trigger a large flow of foreign and domestic investment in SEZs, in

infrastructure and productive capacity, leading to generation of addittonal economic activity and
creation of employment opportunities. ’

he applications:duly recommended
considered by this BoA' periodically.
The SEZ Rules provide for different
Every SEZ is divided into a processing
n-processing area where the supporting

minimum land requirement for different class of SEZs.
area where alone the SEZ units would;comé p andithé
infrastructure is to be created.

Approval Mechanism

The developer submits the proposal for establishment of SEZ to the concerned State Government.
The State Government has to forward the proposal with its recommendation to the Board of
Approval. The applicant also has the option to submit the proposal directly to the Board of
Approval.The Board of Approval has been constituted by the Central Government in exercise of

the powers conferred under the SEZ Act. All the decisions are taken in the Board of Approval by

consensus.

The functioning of the SEZs is governed by a three tier administrative set up. The Board of
Approval is the apex body. The Approval Committee at the Zone level deals with approval of units
in the SEZs and other related issues. Eachi. Zone is headed by a Development Commissioner, who
is ex-officio chairperson of the Approval Committee.

Once an SEZ has been approved by the Board of Approval and Central Government has notified
the arca of the SEZ, units are allowed to be set up in the SEZ. All the proposals for setting up of
units in the SEZ are approved at the Zone level by the Approval Committee consisting of
Development Commissioner, Customs Authorities and representatives of State Government.
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Faét Sheet on Snecial-Ec_onomic Zones

[Fumbep of Formal _
approvals (As on 07.09.2017) | 424
Number of notified SEZs , '
(ASn;n ;Z 0£ 2017) 354 + (7 Central Govt. + 1] State/Pu. SEZs)
Number of In-Principle ‘
Approvals (As on 31
07.09.2017)
Operational SEZs 222
(4s on 30Y June, 2017)
Units approved in SEZs '
(As on 30’5' June, 2017) 4,643
INVESTMENT Investment Incremental | Total Investment
' (As on February, Investment (As on 30t j une,
_ 2006) : 2017)
Central Governmént SEZs Rs.2,279.20 cr. Rs.'13,'694.80 cr. | Rs.15,974 cr.
%2‘6"’” LSEZs setup before | oo Rs.9,721.69cr. | Rs.11.478 or
iftzs Notified under the i Rs.4,05,690 cr. | Rs4.05.690 cr.
| “Rs433,142 cr.
EMPLO .. 7 Total
---Employment
; (4s on 30th Junre,
3 | 2017)
| SCE;tsral_ Government 1,22,236 persons 2,34,861 persons
gzzt;/Pvt. SEZs set up before 12,468 persons 83,502 persons 95,970 persons
ilc‘ltZs Notified under the 0 persons 14,48,020 persons 14,48,020 persons
_ ' 1,34,704 16,44,147 17,78,851
Total
persons __persons | persons
Exports in 2014-15 Rs. 4,63,770 Crore
Exports in 2015-16 -| Rs. 4,67,337 Crore
Exports in 2016-17 Rs. 5,23,637 Crore
Exports inh2017-18 Rs. 1,35,248 Crore (Growth of 15.39% over the exports
(4s on 30" June, 2017) of the corresponding period of FY 2016-17) ]
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Industrial Parks

The Rakesh Mohan Committee Report refers to Integrated Industrial Parks as “self contained
island providing high-quality infrastructural facilities. Integrated industrial parks offer industrial,

residential, and commercial areas with developed plots/ pre-built factories, power, telecom, water

and other social infrastructure”.

Stakeholders Benefits offered

For Users: ' Availability of high quality infrastructure in 3 centralised manner for the

end-user industries resulting in lower transaction costs and shorter start-
up time for them.

Economies of scale in terms of development of land and infrastructure,
including common facilities. :

For the State: | Macroeconomic benefits like, increase in industrial development, growth

of hinterland, etc.

backward areas.

Fulfilment of state’s social objectives like generation of employment,
 creation of social infrastructure, et

t through taxes and duties

For the Developer / . G
Operator: SR

d*by the ark,{’gleveloper, operator and utility

Geographical spread of industrial development including development of

| provider ot

Ea gn 0 % %00 .
The industrial parks are usually promoted by the. SIDC or such other government agency /
statutory authority. The projects are planned, approved, developed, managed and regulated by a
governmental agency with minimal private sector part101pat10n

There are different schemes under which the industrial parks could be promoted including: Growth
Centre, Export Processing Zone, Free Trade Zone, Export Promotion Industrial Park, Software
Technology Park, Electronics Hardware Technology Park.

The key features of the industrial parks development in India are:

Status of the industrial parks sector varies from State to State, wherein states like

Maharashtra, Gujarat, AP, Tamil Nadu, etc. have made significant progress in promoting

industrial parks / estates.

The approaches relating to development, adminiétration regulation, etc. of industrial parks
also vary according to the political and developmental compulsions faced by the md1v1dual
States.

Primarily, the industrial parks have been promoted by the government‘and its agencies with
minimal private sector participation (PSP). PSP in industrial parks has met with partial
success 1n India and that too has primarily been restricted to the IT parks.

A few examples of the private initiative in industrial parks development are Information
Technology ~ Parck  (ITPL),  Bangalore;  Infocity,  Hyderabad; Technopark,
Thiruvananthapuram; etc. The Mahindra City at Chennai was envisaged initially as an Auto
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» Often, the decision to set-up an industrial park reflects the and social objectives of the
government. With parks throughout the State normally under a singl¢ agency, typically the

SIDC, the revenues from parks at industrially forward locations are used to cross-subsidise .

the parks in the backward areas,

China is setting up two industrial parks, one in Gujarat and the other i Maharashtra. India wants
Chinese goods made in India as that can help in reduction of trade deficit and also exports from

The concept of land pooling involves amassing small rural land parcels into a large parcel, provide
it with infrastructure and return approximately 60 per cent of the redeveloped land to the owners
after the developinentiis: cotmplate OSts of infrastrictiire and public spaces.
_ n.pl o, state; govemniment authority, a
substantial portio i0kiire Sich as:?;foads,_%hospiié-ls, schools, parks,
Vs = Jocal planning or developing authority
s for the“infrastructure and amenities. The target parcels
are usually agric i ich; ver{ed, Jise.
. ¥ agricultural holdings whljc%a% c‘éo‘gve% %%lgrgagngse

Since contiguous parcels are required by the government authority, the land owner usually gets a

-holding. He may also get additional floor space index (FSI), due to which the value of the returned

land_ will be a multiple of the worth of his original holding, even though the plot size has shrunk. A
land readjustment scheme like this is initiated by Government

As the method is based on public/private cooperation, the majority of the landowners should
support the use of the technique. Forcefu] acquisition of land should be avoided.

It provides an opportunity for a planned development of the land and infrastructure network and it
avoids the problem where different types of land uses and densities are mixed.




SRIRAM ‘s [BNS

pooling scheme, to convert around 90 villages into development areas and another 90 into urban
villages. DDA has recently passed a modified land pooling policy within the Master Plan Delh;
2021. S |

City and Industrial Development Corporation of Maharashtra Lt(CIDCO) is developing an
international airport.at Navi Mumbai and villages coming under Navi Mumbai Airport Influence
Notified Area (NAINA) are participating in a land pooling scheme to facilitate its construction.

Pooling is seen as a viable alternative to land acquisition primarily because of the difficulties
involved in acquiring clear, marketable and litigation-free appropriately sized contiguous land
parcels for development —it is sensitive issue in various parts of the country.




