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In 2001, Lavasa Corporation 
Ltd., and its parent company, 
Hindustan Construction 
Corporation, decided to develop 
Lavasa to demonstrate that new, 
medium sized cities can be 
sustainably built throughout the 
country using a different model 
than what has been historically 
used. The first intervention 
was the identification of 
policy champions for the 
prototype—chief among them 
the leadership of Hindustan 
Construction Corporation, who 
brought together government 
and private sector leaders 
around the concept.
A master plan was created 
alongside a set of development 
control regulations that 
integrated a 2:1 residential-
to-non-residential land use 
configuration, the placement 
of key economic drivers, and a 
complex scheme for connected 
but decentralized towns 
(neighborhoods) developed 
employing the principles of 
New Urbanism. This allowed 
planners to calculate the built-
out infrastructure requirements 
with greater accuracy, so the 

Lavasa is not a city under Indian 
law. It is a quasi-government 
entity called a special planning 
authority (SPA) with power 
to adopt and implement 
a master plan for the city, 
enforce development control 
regulations and provide limited 
public services during the 
initial development period, but 
it lacks most other municipal 
powers. Consequently, one 
of Lavasa’s biggest hurdles 
is to secure a statutory and 
democratic form of local 
government, acceptable to the 
State for this project permitting 
more autonomy and resource 
control but with more ability 
to raise and manage its own 
revenues. Proponents of new 
cities elsewhere in India are 
examining “industrial township” 
and “special economic zone” 
laws to determine whether the 
statute can accommodate the 
kind of new municipalities, that 
require decentralizing local 
policy-making and service 
delivery. 

Although Lavasa is still an on-going project and is 
only entering the second phase of construction 
several preliminary conclusions may be drawn. 
The initial capital and ongoing operations 
and maintenance costs of essential municipal 
infrastructure is cheaper, per capita, in well planned 
and locally administered medium sized cities (less 
than 500,000 population) than in megacities; the 
basic building plan remains fiscally sound and 
sustainable, and comparatively resilient, as it has 
weathered delays by the Centre government over 
whether the State or Centre government should 
exercise environmental oversight; through advance 
purchases, visits and website activity, it has become 
clear that customers and citizens of Lavasa have 
expressed a great deal of support for the concept 
of a city developed to maximize service efficiency, 
managed by professionals, in a transparent and 
responsive manner.
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Lavasa’s measureable 
performance indicators fall 
into two categories: structural 
outcomes, and service delivery 
outcomes. To make a new 
“greenfield” city, and assure that 
it is sustainable with nearly all of 
the costs of basic infrastructure 
coming from private investment, 
the structural outcomes are: 
1) does Lavasa enact and 
implement a statutory entity 
capable of providing sufficient 
authority to local and corporate 
decision-makers to protect 
the infrastructure assets; 2) do 
investors receive a sufficient 
return on investment to sustain 
private interest in the long-term; 

Between now and the middle 
of the century, India faces 
daunting and unprecedented 
pressures on its urban 
infrastructure. The urban 
population is set to rise from 
30% to more than 50%. Yet, all 
levels of government in India 
combined spend a fraction 
of the per capita investment 
in urban infrastructure 
made by most developed 
countries. Lavasa is a new 
city being built in western 
Maharashtra and it presents 
a fundamentally different 
approach being taken to 
urban infrastructure through 
the use of public-private 
partnerships (PPP). 
The developer, Lavasa 
Corporation Ltd., has 
acquired all of the land for 
the project through private 
negotiation, and funds the 
required urban infrastructure 
incrementally, up-front,
in phases. A portion of 
the infrastructure cost is 

introduction conclusioncity’s different phases could be 
designed and built accordingly, 
prior to occupation. This 
foresight is intended to minimize 
subsequent upsizing, retrofitting 
and augmenting of urban 
infrastructure throughout its 
lifecycle.
In parallel with this sufficient 
land was acquired so that the 
first, second, third and fourth 
phases of the project would 
each have enough land to be 
viable; preventing a situation 
whereby the value of adjacent 
land not owned by the Company 
would increase in value, making 
acquisition more difficult. Finally 
there was the recruitment of 
expert investment partners 
in key service areas requiring 
infusion of capital investment. 
With major brand partners in 
services ranging from hotels, 
education, technology, laundry 
and attractions, the overall 
project gained sufficient stature 
and standing that investor 
support for initial infrastructure 
could be secured and sustained.
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recovered through the 
sale of improved real 
estate, with the balance 
of the initial infrastructure 
investment, and all of the 
ongoing maintenance and 
replacement costs, recovered 
through annuities paid 
to the developer by joint 
venture PPPs (which hold 
the assets) in which Lavasa 
Corporation Ltd. is a key 
partner and shareholder. 
The State government of 
Maharashtra has provided 
enabling legislation for the 
project, as well as stamp 
duty waivers and other 
non-exclusive concessions, 
but has otherwise provided 
no financial support to 
the project. If successful, 
Lavasa may be an attractive 
alternative for the provision 
of high quality urban 
infrastructure in medium-
sized new cities—an 
alternative to the current 
trend towards megacities. 

and 3) does the basic business 
plan provide sufficient revenues 
to maintain and eventually 
replace the local infrastructure 
based on its expected life. These 
outcomes are still a work-in-
progress.
To be a replicable model that 
other city developers could 
learn from, Lavasa and its 
infrastructure must compare 
favorably on generally accepted 
municipal service outcomes. 
The infrastructure-related 
performance outcomes Lavasa 
has used so far are ones that 
many Western cities would 
take for granted. This includes 
but is not limited to providing 
potable water at its retail delivery 
points 365 days per year, 100% 
raw sewage collection and 
treatment, uninterrupted power 
supplied to the city, and meeting 
air quality and traffic congestion 
indicators.
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Novel approach taken 
to public-private 
partnership to fund 
high quality urban 
infrastructure
 
An attractive, new 
alternative to the 
megacity with initial 
costs lower per capita
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Customers and citizens 
of Lavasa support the 
city being developed 
to maximize service 
efficiency

Success will be measured 
on structural and service 
delivery outcomes

Enabling legislation, 
including stamp duty 
waiver and other non-
exclusive concessions, is 
an important component 
of this project

All of the land acquired 
through private 
negotiation, required 
urban infrastructure is 
funded up-front
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LAVASA, India

Lavasa, India is a privately developing 
city that is pioneering a new approach 
to urban infrastructure creation 
through the use of new models of 
public-private partnerships.  It is being 
developed and funded by Lavasa 
Corporation, Ltd., within the state 
of Maharashtra. Lavasa serves as a 
test case by the parent company, 
Hindustan Construction Corporation, 
of the viability of creating sustainable 
medium-sized cities using their 
unprecedented model of coordinating 
private and government entities in 
order to make the project possible. 
Lavasa is able to fund and manage the 
project through private negotiations, 
resale of real estate, and through 
annuities payed by joint venture 
PPPs. The development plan is robust 
and sustainable, and customers and 
citizens show strong support for the 
project. Although it is still in progress, 
Lavasa is quickly presenting itself as a 
promising alternative to the trend of 
megacities. 


