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SECTOR ASSESSMENT (SUMMARY): TRANSPORT (ROAD TRANSPORT [NON-URBAN]) 
 

A. Sector Road Map 
 

1. Sector Performance, Problems, and Opportunities 
 
1. State context. Tamil Nadu is a large state in southern India covering about 
130,000 square kilometers, with a population of about 78 million. It has a very strong industrial 
and service-oriented base, and a gross state domestic product (at current prices) of about 
$223 billion in fiscal year (FY) 2019, which is among the highest in the country.1 While the state 
has traditionally been agrarian, agriculture accounts for less than 10% of its economy; industry 
contributes about 36%, and services about 52%.2 More than half of the state’s population is 
urbanized. Industrial activity comprises the entire spectrum from small and medium-sized 
enterprises to extremely large factories for automobiles, heavy vehicles, rail coaches, and 
electronics. As per government data for FY2020, Tamil Nadu has more than 37,200 factories, 
yielding a gross value of industrial output of more than $100 billion and employing more than 
2 million industrial workers. The state has more than 500 engineering colleges and many 
industrial training centers that generate the required skill sets. It is also among the leading states 
in the country for leather and textiles. Its industrial complex generates substantial exports, valued 
at about $30 billion in FY2018.3 Tamil Nadu also boasts the fastest pace of poverty reduction 
among the major states in India—the percentage of the population living in poverty more than 
halved from 28.9% in 2004–2005 to 11.2% in 2011–2012. This represents an average annual 
poverty reduction rate of 12.7%, which is well above the national average of 7.3% for the same 
period. However, the number of people living in poverty remains high at 8.3 million, and the 
poverty reduction rate has not been uniform across the state's districts. 
 
2. Road network. The road network of Tamil Nadu covers about 261,000 kilometers (km), 
of which 66,039 km are classified as major roads. These include national highways (10%), state 
highways (17%), major district roads (MDRs) (18%), and other district roads (ODRs) (55%).4 All 
higher-class roads—national highways, state highways, and MDRs—are paved, but substantive 
lengths of rural roads are unpaved. National highways, state highways, and MDRs serve as core 
road networks (CRNs) carrying most of the freight and passenger traffic. The state highways, in 
particular, include roads with non-standard configurations, such as insufficient road width, which 
require more acute improvement works. The Tamil Nadu Highways and Minor Ports Department 
(TNHD) manages about 1,500 km of national highways not covered by the National Highway 
Authority of India, state highways, MDRs, and ODRs. Rural roads are managed under a different 
department of the government.  
 
3. Road conditions. The carriageway width of a road defines its carrying capacity. In Tamil 
Nadu, about 98% of the national and state highways have two or more lanes, while 47% of 
national highways and about 21% of state highways are multi-lane (Table 1). It is important to 
note that while most of the state highways are indicated as being double-lane, they are just      

 
1 Government of India, Ministry of Statistics and Program Implementation. 2020. Current State Domestic Product as 

of 28 February 2020. New Delhi. 
2 Government of India, Ministry of Statistics and Program Implementation. 2019. Gross State Valued Added by 

Economic Activity as of 1 August 2019. New Delhi. 
3 Government of Tamil Nadu, Industries Department. 2020. Policy Note of Industries–(Major Industries), 2019–2020. 

http://cms.tn.gov.in/sites/default/files/documents/ind_major_e_pn_2019_20.pdf (last accessed on 1 February 2021). 
Chennai.  

4 Government of Tamil Nadu, Highways and Minor Ports Department, Policy Note 2020–21. Chennai. 
https://tnhighways.gov.in/pdf/21-Highways-PN-ENGLISH.pdf (accessed on 25 October 2020). 
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7-meter carriageways and do not meet the full specification for shoulders, geometry, and other 
aspects. The roads are generally in good condition. Only 6.7% of state highways and 11.5% of 
MDRs are in poor condition. 
 

Table 1: Road Length by Lane Width in Tamil Nadu  
(km) 

No. Category 
Single 
Lane 

Intermediate 
Lane 

Double 
Lane 

Multi-
Lane Total 

1 National highways 
  

3,514 3,120 6,634 

2 State highways 38 215 8,570 2,346 11,169 

3 MDRs  321 7,186 3,869 236 11,612 

4 ODRs 30,490 4,960 1,103 71 36,624 

Total 
 

30,849 12,361 17,056 5,773 66,039 

km = kilometer, MDR = major district road, ODR = other district road. 
Source: Government of Tamil Nadu, Highways and Minor Ports Department. 

 

4. Vehicles. The number of commercial and public-use vehicles registered in the state has 
increased from 0.7 million in 2008 to 1.2 million in 2018, representing an average annual increase 
of about 7%. The number of personal-use vehicles increased from about 9 million to 24 million in 
the same period, for an average annual increase of about 10%.5 Of these, about 88% were two-
wheelers, which are probably used in urban and suburban areas. Apart from the need for industrial 
connectivity, increases in population and vehicular densities require road capacity 
improvements—which the project seeks to provide. 
 
5. Institutions. The TNHD is the nodal department for the state's road sector. It is a well-
established organization formed more than 70 years ago, with substantive technical and project 
implementation ability. It manages the national highways (except those under the National 
Highway Authority of India), state highways, and MDRs. It employs about 1,600 engineers and 
800 technical staff, apart from support and ministerial staff. The department's institutional capacity 
for implementing multilateral loans was built with World Bank support during earlier loans. The 
World Bank's ongoing Second Tamil Nadu Road Sector Project (TNRSP II) also has elements of 
institutional strengthening and road safety. Rural roads are managed under a different department 
of the state government. Apart from these institutions, the government also established two state-
owned enterprises, Tamil Nadu Road Infrastructure Development Corporation and Tamil Nadu 
Road Development Company, which manage the development of road and bridge infrastructure 
in industrial areas and some specifically assigned projects such as the East Coast Road or the 
Chennai Outer Ring Road with public–private partnership (PPP) components. The TNHD, 
however, needs to strengthen its institutional capacity when it comes to managing the evaluation 
and adoption of newly developed road technologies, more private sector involvement for better 
value for money, and other emerging needs such as better road safety in urbanizing areas. 
 
6. Road safety. Road safety in India has become a great concern. In 2018, the nationwide 
number of road crashes was reported at 467,044, causing injuries to 469,418 individuals and 
claiming 151,417 lives. This translates into an average of 1,280 accidents and 415 accident 
deaths on Indian roads every day; or 53 accidents and 17 deaths every hour.6 Tamil Nadu topped 
the number of road accidents with a share of 13.7% of the country total, followed by Madhya 
Pradesh with 11.0%. As for deaths caused by road crashes, Uttar Pradesh topped the list with 

 
5 Government of Tamil Nadu, State Transport Authority. 2017. Growth of vehicles since 1992–1993. 

http://www.tn.gov.in/sta/g1.pdf (accessed on 27 March 2020). 
6 Government of India, Ministry of Road Transport and Highways. 2019. Road accidents in India, 2018. New Delhi. 
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14.0%, followed by Maharashtra (8.8%) and Tamil Nadu (8.3%). Tamil Nadu reported the most 
road crash injuries with 15.0% of the national total, followed by Madhya Pradesh (11.0%). 
Interstate comparisons reveal that the rankings of the largest 13 states have changed only 
marginally since 2016. In 2018, the million plus cities accounted for 18.3% of total road crashes 
in the country, for 11.7% of total deaths caused by road crashes, and for 16.4% of all people 
injured in road crashes. Chennai, Tamil Nadu's capital, had the highest number of road crashes 
(7,438), while Delhi had the highest number of deaths (1,690). 
 
7. The World Bank and the Government of Tamil Nadu reviewed the state's road safety 
position.7 This high-level review, conducted in 2014 in preparation for the TNRSP-II, aimed to 
(i) diagnose the current road safety management capacity in the state, (ii) develop a road safety 
investment strategy in consensus with stakeholders, and (iii) identify and/or design elements of 
the strategy that could be supported through TNRSP-II. It noted that Tamil Nadu has developed 
a road safety policy, established a Road Safety Council, nominated the Transport Department as 
the lead agency, and established the function of a road safety commissioner. While much has 
been achieved at policy, strategy, and institutional levels, more work needs to be done in a 
comprehensive and integrated manner through evidence-based interventions at district and/or 
project level to improve the road safety in the state.  
 
8. Budget allocations for construction and maintenance. Public investments in roads are 
among the most effective ways of promoting economic growth and reducing poverty. This policy 
need and priority is already reflected in the growing role and importance of the TNHD: the road 
budget has been increasing from ₹58 billion in FY2015 to ₹128 billion in FY2020, translating into 
an annual growth rate of about 16%.8 During FY2019, 4,790 km of road works, 950 bridges, and 
other improvement works were completed for an expenditure of ₹45 billion. For FY2020, the 
allocation increased to ₹54 billion. The allocation for routine maintenance is about ₹10 billion on 
average, covering TNHD-maintained national highways, state highways, MDRs, and ODRs. The 
annual budget allocations for routine maintenance have been steady—₹8.2 billion in FY2016, 
₹8.6 billion in FY2017, ₹12.0 billion in FY2018, ₹9.6 billion in FY2019, and ₹10.4 billion in FY2020. 
In addition, about ₹10 billion annually is allocated to periodic maintenance under the Improvement 
to Riding Quality Programme. Some road improvement works are also carried out as part of the 
Comprehensive Road Infrastructure Development Programme, with an average annual budget of 
about ₹27 billion during FY2016–FY2020. 
 

2. Government’s Sector Strategy 
 
9. Chennai–Kanyakumari Industrial Corridor. In the Chennai–Kanyakumari Industrial 
Corridor (CKIC) influence areas, a comprehensive development plan identifies a priority core road 
network (CRN) of 7,653 km—comprising four trunk routes and lateral grid connections running 
between the trunks—for substantial upgrades to (i) improve connectivity with the industrial nodes 
and hinterland, and (ii) manage current and projected traffic congestions. 9  In particular, to 
develop the industrial nodes proposed for the CKIC, well-connected regional transport networks 
through lateral roads will be critical to linking the potential industrial growth centers and the 
hinterland to the trunk routes, international ports, and high-density urban areas. An assessment 

 
7 World Bank, India Country Management Unit, South Asia Region. 2015. Project Appraisal Document for Second 

Tamil Nadu Road Sector Project (TNRSP-II). Washington, DC. 
8 Government of Tamil Nadu, Highways and Minor Ports Department, Policy Note 2015–2016. 

http://cms.tn.gov.in/sites/default/files/documents/hw_e_pn_2015_16.pdf (accessed on 29 March 2020). 
9 The four trunk routes are (i) East Coast Road, (ii) NH45, (iii) NH7, and (iv) NH226 and SH42. All except the northern 

part of NH7 fall into the CKIC influence areas. East Coast Road and NH45/southern part of NH7 are considered 
spines of the CKIC. NH226 and SH42 are running between the spines in parallel.  

http://cms.tn.gov.in/sites/default/files/documents/hw_e_pn_2015_16.pdf
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carried out by the Asian Development Bank (ADB) found that 2,410 km of the CRN are congested, 
with a volume–capacity ratio of more than 1, and 90% of roads are not up to the acceptable level 
of service.10 This is equivalent to about one-third of the CRN being congested and requires 
immediate remedy. About 90% of current cargo movement depends on road transport, since 
industries in Tamil Nadu have typically relied on ports (for export or import) and on serving 
markets with short lead distances (within 500–1,000 km), for which road transport is the most 
cost-efficient transport mode. Roads will remain the primary transit mode under the current 
geographic and market conditions. Since the logistics cost for the CKIC’s targeted industries is 
estimated at 3%–10% of total production costs, seamless road connectivity between industrial 
clusters, transport gateways, and consumption centers is critical to greater competitiveness. 
 
10. Vision for road development. The vision of the TNHD, as stated in the policy note and on 
its website, is “to increase the capacity, connectivity, efficiency and safety of the highways system so 
as to enable balanced socio-economic development of all sections of the people and all regions of 
the state.”11 All state highways will be widened to double-lane and all MDRs to intermediate lane. To 
carry out the improvements in a systematic manner, the TNHD had commissioned a study through 
the Indian Institute of Technology Madras.12 The study identified 44 roads with 99 links, or about 
2,867 km, as a priority for the CRN; they are core elements of the identified road network in the CKIC. 
In the TNHD policy note of FY2021, the state also envisioned the provision of multi-lane corridors and 
two-laned corridors with paved shoulders in the CRN. As traffic continues to increase, greater funding 
needs to be infused into the transport sector, including the road subsector. 
 
11. Road subsector financing plan. The Government of Tamil Nadu, through its agencies, 
has been improving the state highways and MDRs mainly through its own budget. Apart from this 
project proposal to ADB, two prior loans for state highway improvements came from the World 
Bank, and one loan came from the Japan International Cooperation Agency (JICA) for the 
Chennai Peripheral Ring Road Project. To sustain growth in the state, the government needs to 
scale up investments at a faster rate. However, the estimated investment requirements are quite 
large. The CRN study anticipates a requirement of about $2 billion (2011 costs) for improving the 
priority 2,900 km of roads, which is only one-sixth of the entire CRN. As per the Vision 2023 
document for the state, the road subsector investment requirements up to 2023 are about 
$14 billion. 13  While plan allocation in the annual budget has been increasing from about 
$500 million (FY2012) to $1,700 million (FY2020), only about half of this amount goes to capacity 
improvement works. The World Bank approved two road sector loans to Tamil Nadu: (i) TNRSP 
(effective 2003), with a loan of $348 million and additional financing of $54 million approved in 
2010; and (ii) TNRSP II (effective 2015), with a loan of $300 million. PPP is an option that the 
government has been using for key corridors around metropolitan areas and national highways. 
However, the applicability of PPPs to state highways has been quite limited. The government 
needs to tap into more funding sources to keep investments in line with demand. The TNHD also 
introduced several innovative contract modalities involving private sector players, such as 
engineering, procurement, and construction PPP (annuity); performance-based maintenance; 
design–build–operate and transfer; and output- and performance-based contracts. However, 
except for engineering, procurement, and construction and performance-based maintenance, 
these contract modalities may perform less well than expected. Based on their track record and 

 
10 ADB. 2017. Supporting the Preparation of a Comprehensive Master Plan for the Chennai–Kanyakumari Industrial 

Corridor. Manila. 
11 Government of Tamil Nadu, Highways Department. 2019. Citizen’s Charter 2019. p. 4. 
12 Indian Institute of Technology Madras. 2012. Techno-economic feasibility to prepare a shelf of projects for various 

1financing options including institutional borrowing for improvements to Core Road Network in Tamil Nadu. Chennai. 
13 Government of Tamil Nadu. 2012. Vision Tamil Nadu 2023: Strategic Plan for Infrastructure Development in Tamil 

Nadu. Chennai. 

https://www.adb.org/sites/default/files/project-documents/51323/51323-001-tar-en.pdf
https://www.adb.org/sites/default/files/project-documents/51323/51323-001-tar-en.pdf
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investment circumstances, the contract structure and conditions need to be refined to improve the 
performance of contractors, attract more private participation, and achieve better value for money. 
 
B. Major Development Partners: Strategic Foci and Key Activities 
 
12. India’s major development partners in the transport sector are ADB, JICA, and the World 
Bank. India’s Three-Year Action Agenda, 2017–2020 again emphasizes the importance of 
transport infrastructure investment as key to promoting regionally balanced and inclusive 
growth. 14  In line with this, major development partners such as the Asian Infrastructure 
Investment Bank (AIIB), JICA, New Development Bank (NDB), and the World Bank have 
supported the development of the transport network.  
 
13. ADB’s involvement in India’s road subsector began in the late 1980s, initially focusing on 
national highways. Since the launch of the Prime Minister’s Rural Road Development Program in 
2000, ADB-funded projects have diversified into state roads, rural roads, and railway lines. The 
World Bank has had extensive involvement in the road subsector since 1960s. More recently, it 
has focused on large-scale projects, such as a dedicated freight corridor and national highway 
development. JICA focused on urban transport and logistics infrastructure to improve inter-
megacity connectivity. A list of projects approved by development partners since 2017 is in the 
table below. AIIB and NDB also started funding projects in India, including in the road subsector. 
 

Major Development Partners  
Development 
Partner  Project Name Duration 

Amount 
(million) 

AIIB Chennai Peripheral Ring Road (Sections 2 and 3) 2020–2024 $378 
 Andhra Pradesh Rural Roads 2018–2024 $455 
 Madhya Pradesh Rural Connectivity Project 2018–2022 $140 
 Gujarat Rural Roads Project 2017–2019 $329 
ADB Maharashtra State Road Improvement Project 2020–2025 $177 
 Public–Private Partnership in Madhya Pradesh Road 

Sector Project 2019–2024 $490 
 Chhattisgarh Road Connectivity Project 2019–2024 $350 
 Bihar State Highways III Project 2018–2023 $200 
 Karnataka State Highways Improvement III Project  2017–2024 $346 
 Rajasthan State Highway Investment Program  2017–2022 $500 
JICA Chennai Peripheral Ring Road Project, Phase 1 2019–2023 ¥40,074 
 Northeastern Road Network Connectivity Improvement 

Project  
2017–2022 ¥67,170 

 Mumbai Trans-Harbor Link Project  2017–2023 ¥144,795 
NDB Andhra Pradesh Road Sector Projects 2019–2024 $646 
 Assam Bridge Project 2019–2023 $300 
 Madhya Pradesh Bridges Project 2018–2024 $175 
 Madhya Pradesh Major District Road II Project 2018–2023 $350 
 Bihar Rural Roads Project 2018–2022 $350 
World Bank Himachi Pradesh State Roads Transformation project 2020–2026 $112 
 Green National Highways Corridor Project 2020–2025 $500 
 Uttar Pradesh Core Road Network Development Project 2019–2025 $400 
 Madhya Pradesh Rural Connectivity Project  2018–2022 $210 

ADB = Asian Development Bank, AIIB = Asian Infrastructure Investment Bank, JICA = Japan International Cooperation 
Agency, NDB = New Development Bank. 
Sources: ADB, AIIB, JICA, NDB, and World Bank.  

 
14 Government of India. NITI Aayog (National Institution for Transforming India). 2017. Three-Year Action Agenda 

(FY2017–2020). New Delhi. 
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C. Institutional Arrangements and Processes for Development Coordination  
 
14. The National Highways Authority of India and the Ministry of Road Transport and 
Highways assist nationwide coordination with the World Bank and JICA for national highway 
development, while the coordination of state and district roads involves the state governments 
and the Department of Economic Affairs in the Ministry of Finance. ADB’s coordination with the 
World Bank and JICA is maintained through the government and regular meetings to explore 
development synergies. Similar arrangements are being initiated with AIIB and NDB. 
 
D. ADB Experience and Assistance Program 
 
15. ADB has no recent road subsector experience in Tamil Nadu. The Tamil Nadu Industrial 
Connectivity Project, which is aligned with the industrial development plan for the CKIC, is the 
first state highway improvement project in Tamil Nadu proposed to be financed by ADB. The 
project also aligns with ADB’s country partnership strategy, 2018–2022 for India, which 
emphasizes boosting economic competitiveness to create more and better jobs; providing 
inclusive access to infrastructure networks and services; addressing climate change and 
increasing climate resilience; and building greater institutional capacities. The government 
requested assistance from ADB for the improvement of 16 state highways identified as priority 
roads. The TNHD estimates a requirement of about $900 million to improve these roads. The 
World Bank has extended loans for the first and second TNRSP (para. 10). JICA has an ongoing 
presence with the Chennai Peripheral Ring Road Project, and AIIB is involved in different sections 
of the same project. While multilateral agency experience is still rather limited, the TNHD is 
reputed to be among the strongest agencies in the country in terms of technical and 
implementation experience. As such, no major institutional or capacity issues are anticipated.  
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Problem Analysis Diagram for Tamil Nadu Industrial Connectivity Project 
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