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Overview

The Government of India has the ambitious plan to electrify all households by 2012. Especially in rural areas this task is enormous as about 40 per cent of all rural households have so far no access to electricity. To fulfil this task the Government of India tries to attract the participation of the private sector through public-private partnerships (PPPs), which, according to theory, also relieve the burden on the public budget.
This paper questions the attributed positive effects of PPPs on the public budget by analysing the policy and financial aspects of the remote rural electrification programme in India with special reference to the biomass and solar sector.

Methods

A prerequisite for private participation within a PPP is, that the PPP has to be profitable. Therefore, after giving an overview of the main arguments for PPPs and the programmes of rural electrification initiated by the Indian Government, the prospects of the private sector to make profits in remote rural electrification are examined. Thereafter, the effects of private participation through PPPs on public budgets are analysed.
Results

Despite a large number of rural households living below the official poverty line defined by the Government of India the outlook for the private sector to achieve profits through the provision of electricity in remote rural areas seems to be quite bright. This, however, can be counterproductive for public budgets.
Conclusions

Although PPPs can have an initial positive effect on public budgets, the long-term budgetary outcome is rather negative compared to sole public provision. Even if the latter is an argument against creating PPPs, there are other reasons like capacity building and technology adaptation to local needs which show that PPPs can be beneficial for the provision of electricity in rural India.
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