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Executive summary

► During the past few decades, India has achieved remarkable improvements in the healthcare 
sector, resulting in increase in life expectancy at birth from 55 to 63 years and a reduction in infant 
mortality by half, primarily due to the concerted efforts by the Centre and State on comprehensive 
primary care initiatives. Even today, the focus on primary care continues as initiatives are being 
further strengthened under the eleventh five year plan and National Rural Health Mission (NRHM).

► However, thrust on expanding secondary and tertiary healthcare remains limited which has 
resulted in an inadequate health infrastructure, which is inequitably distributed. 

► While there has been a 66% rise in reported ailments, the bed density per 1000 population 
has fallen from 0.93 to 0.86 between 1995-96 and 2004-05.

► Density of beds in India is 40% of developing countries, while its disease burden (measured 
by the Disease Adjusted Life Years (DALY) rate per lakh of population in 2002) was around by the Disease Adjusted Life Years (DALY) rate per lakh of population in 2002) was around 
37% higher than that of Brazil and 86% higher than China.

► The shortfall in Community Health Centres (CHC) is almost twice as much Primary Health 
Centres (PHCs) and Sub Centres (SCs). (While shortfall in CHCs is 40.9%, it is 18.4% and 
13.1% for PHCs and SCs respectively).

► Statistics reveal that although rural India bears three-fourth of the ailment burden, it has only 
one-ninth the total number of beds and one-fourth the number of healthcare resources.

► The need for secondary and tertiary healthcare cannot be undermined as ailments requiring in-
patient treatment are expected to increase twice as much as ailments requiring out-patient 
treatment. Capacity augmentation in secondary and tertiary healthcare is a non negotiable 
imperative for the country. This augmentation can take place in the following ways:

► Use current facilities efficiently to minimize infrastructure requirements:

► The public sector constitutes 62% of total beds with an estimated bed occupancy rate 
of 72% and Average Length of Stay (ALOS) of 10 days. By reducing the ALOS to 7.5 
days (comparable to private sector), 25% capacity can be unleashed across the public 
health system. This could be achieved through investments in systems and processes.
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► Enable creation of physical infrastructure: 

► To achieve comparable levels with other developing countries, India should aim to 
increase its bed density from 0.86 to 2 per 1000 population by 2025. India would need 
to add 17.5 lac beds at an estimated investment of Rs. 3,70,000 crores ($ 86 billion) 
by 2025. 
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Given their respective strengths and weaknesses, neither the public sector nor the private 

sector can build infrastructure of such scale suo motu.

► Private hospitals have a perception of higher quality assurance as evidenced by the fact that 60% 
of in-patients opt for private hospitals, even though they are 2-3 times costlier than government 
hospitals. This is because the private sector possesses the advantages of a diverse set of medical 
practitioners and delivers efficient, innovative and responsive quality healthcare.

► However government’s propensity to rely entirely on the private sector is constrained by its 
unwillingness to dilute its responsibility/accountability for quality of service, price certainty and a 

► The government is committed to the agenda of providing equitable and adequate healthcare. But, 
at the same time, its ability to establish and operate healthcare assets entirely by itself is 
constrained by insufficient funds, limited micro-managerial expertise, high focus on primary care 
and on improving utilization of current public healthcare infrastructure.

unwillingness to dilute its responsibility/accountability for quality of service, price certainty and a 
prior experience with the private sector which not been very encouraging.

► In addition, high risks around financial sustainability have constrained expansion of private 
providers to rural and non Tier 1 towns where the need for infrastructure creation is the most 
paramount. 

A symbiotic relationship that leverages the strengths and complements the weaknesses of both 
the public and private providers for providing health services to the under-served sections of 
population is particularly critical in the Indian context.

► Out of 646 PPP initiatives in the country, only 19% are in district hospitals. Most PPP initiatives are 
limited to partnership for managing pathology or radiology centers, generic drug shops, blood 
storage units, hospital maintenance services like cleaning, laundry. 

► The current initiatives are largely local and prompted by instances of visionary leadership and 
social entrepreneurship. The scalability and replicability of current models remains a challenge due 
to the following reasons:

While various Public Private Partnership (PPP) models have been explored in Indian healthcare, 
they have been primarily focussed on facility management and not on infrastructure creation.
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to the following reasons:

►Absence of a defined framework for negotiations between the public and private partner

►Adhoc funding and payment mechanisms

►Absence of a robust structure for governance and accountability

►Non standardized norms for performance measurement and monitoring
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A PPP architecture for healthcare should draw key learnings from other sectors where 

► Promotes infrastructure creation in healthcare deficient regions/states that matter

► Provides a common agreed upon framework applicable at central and state level 

► Ensures affordability to provider anf patients

► Ensures quality of healthcare delivery

► Deploys a mechanism for partner selection, financing, risk sharing and payment

► Deploys effective governance mechanisms for accountability and monitoring performance

It is thus imperative to develop a robust, scalable and replicable PPP model in healthcare which 

addresses the following:

A PPP architecture for healthcare should draw key learnings from other sectors where 

sustainable PPP models have been successfully implemented. Critical success factors for such 
a model are outlined as under:

► Planning, institutionalization and management of the program should be at a national level

► The partnership model should be sector pervasive i.e. it should cover the entire gamut of 
activities in secondary and tertiary care infrastructure creation and not just be limited to facility 
management

► The model should be financially viable by emulating the corporate sector capabilities by focussing 
on: 

► Promoting “demand” through “affordability gap funding” by extending universal health 
insurance for in-patient treatment across the country in a phased manner. 

►The government can bear upto 100% and 30% of cost of the insurance premium for 
Below Poverty Line (BPL) and Above Poverty Line (APL) families respectively

► Promoting “supply” by incentivising creation of private health infrastructure in rural and 
non Tier 1 towns through “viability gap funding”

►Viability gap funding as a one time government grant or an annuity (typically a 
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►Viability gap funding as a one time government grant or an annuity (typically a 
certain % of project cost), that the private provider can claim to build and operate a 
healthcare project for a certain period, in case the expected revenues during the 
concession period are not enough to make the project financially attractive in 
rural/semi urban areas.

► Soliciting the involvement of “not for profit" organizations and charitable institutions in 
building health awareness and generating the required outreach 
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2. Governance and leadership

► National PPP Policy that unambiguously commits to PPP in the sector. Program should be 
created and funded in “mission mode” for focussed action and results

► Well defined framework for regulation and governance

► Leverage Health Insurance as a key enabler to enhance governance. This would limit the 
amount of liability, determine the payer, make the venture viable and also affordable to patients

1. Strong philosophy of partnership - Equity, trust and autonomy

► Operational autonomy to be provided to the partner providing managerial services

► Normal return on equity to the private partner with upsides for efficiency

► Independent institution to envision, manage and oversee the program at a national level

A robust implementation framework needs to be built around the core themes of:

amount of liability, determine the payer, make the venture viable and also affordable to patients

► Penal and termination clauses for contravention of key terms and conditions

3. Financial viability - Mobilization of resources

► Viability gap funding and definition of the institutional process around it

► Enhancing payment capacity of the patients for the services availed through health insurance

► Mechanism for augmenting government funding - Cess/Surcharge/Health tax to be levied for 
fiscal funding of the program

4. Institutional arrangements from identification to operationalization

► Institutional arrangements for:

► Identification of PPP projects

► Initiation and monitoring of arrangement, execution of agreement

► Flow of fund from Government to private parties

5. Transparency, accountability and performance benchmarks

► SOQs (Standards of Quality) to be defined for adherence and effective monitoring

► Evaluation of private healthcare providers by an objective/independent process much like 
Independent Engineer (IE)  in infrastructure which is an institution of repute
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Recognizing the acute gap in secondary and tertiary infrastructure and the need for urgent 
action, it is recommended that a Task Force be created to further deliberate on this public 
private partnership model and develop an implementation agenda to operationalize the 
same. 


