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SECTOR ASSESSMENT (SUMMARY): TRANSPORT (ROAD TRANSPORT [NONURBAN])1 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. State context. The state of Madhya Pradesh covers about 308,000 square kilometers 
and roads are the predominant mode of transport. Agriculture is the main economic sector of the 
state, with about 72% of the 72.6 million total population living in rural areas. In 2016–2017, the 
state utilized around 1.7 million hectares of land for crop production.2 Although Madhya Pradesh 
is among the poorer states in the country, with a per capita income (at constant prices) of about 
63% of the national average, the state’s economy has grown at an average of 8% from 2011 to 
2018.3 This growth is attributed to various industrial development and policy measures, such as 
the development of the Delhi–Mumbai Industrial Corridor and other industrial areas and growth 
centers. The state’s large size, dependence on agriculture, and distributed industrial 
development make transport infrastructure, particularly roads, a critical necessity. 

 
2. Development plan. Under technical assistance provided by the Asian Development 
Bank (ADB), the Madhya Pradesh Road Development Corporation (MPRDC) prepared the 
Development Plan for State Roads in Madhya Pradesh, which outlines the state road 
network—state highways and major district roads (MDRs)—and estimates improvement and 
financial resource requirements for 2013–2033 (footnote 1). The development plan also 
identifies regions with deficient growth, and upcoming industrial regions for further overall 
economic development of the state. 
 

Table 1: Madhya Pradesh Road Network 

Category 
Length  

(kilometer) 

National highways 7,806 
State highways 11,060 
Major district roads 22,412 
Village roads and other roads 22,359 
Total 63,637 

Source: Madhya Pradesh Public Works Department. 
 
3. Transport characteristics and road safety. The number of registered vehicles in the 
state has increased annually at an average rate of 10.3% since 2006, reaching 11.14 million 
vehicles in 2016. In 2016, Madhya Pradesh had the second highest number of road accidents in 
the country, accounting for 11.2% of the total, in which 19% were fatal. The causes of accidents 
are twofold: (i) physical (e.g. poor geometric alignment, lack of safety barriers and signage, poor 
drainage, and lack of pavement markings) and (ii) user error. This project mainly addresses the 
physical causes of accidents. To address user error, since 2012, the state has taken actions to 
improve safety consciousness among drivers and implement systems to monitor and improve 
safety. The MPRDC developed a statewide accident response system, one of the first in the 
country. Under the Madhya Pradesh District Roads II Sector Project, ADB helped develop and 
introduce a cashless accident treatment facility, and improve the accident response system.4 

 
1 This summary is based on Madhya Pradesh Road Development Corporation. 2013. Development Plan for State 

Roads in Madhya Pradesh (2013–2033). Bhopal. 
22India Brand Equity Foundation. 2018. Madhya Pradesh: The Land of Diamonds. The foundation is a trust established  

by the Department of Commerce of the Government of India’s Ministry of Commerce and Industry. 
3 3Reserve Bank of India. 2019. Handbook of Statistics on Indian States, 2018–19. Mumbai. 
4 ADB. India: Madhya Pradesh District Roads II Sector Project. 
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4. Road institutions. The Madhya Pradesh Public Works Department (MPPWD) is the 
main agency managing state highways and MDRs, while the Madhya Pradesh Rural Roads 
Development Authority manages rural roads. The MPRDC is the third key state road agency, 
and it acts as the implementing agency for multilateral loans. 

 
5. Madhya Pradesh Road Development Corporation. To give focus to the development 
of roads, the Government of Madhya Pradesh incorporated the MPRDC as a special purpose 
entity in 2004. The MPRDC was set up pursuant to recommendations under ADB-supported 
technical assistance and the Madhya Pradesh State Roads Sector Development Project.5 The 
MPRDC was designated an authority to develop state highways and MDRs. The MPRDC’s key 
objectives are to (i) act as nodal agency of the state government to execute roads and allied 
infrastructure projects, including through public–private partnerships (PPPs) and joint ventures; 
(ii) prepare and develop strategic plans for the state road sector through project identification and 
selection based on economic, social, technical, and commercial criteria; and (iii) construct, 
reconstruct, repair, develop, improve, operate, and maintain roads and highways. 
 
 2. Government’s Sector Strategy 
 
6. The state government, through the MPPWD and MPRDC, has been improving the state 
road network using multiple resources. Rural roads are being developed under the Prime 
Minister's Rural Roads Scheme. Development of state highways and MDRs is done through 
PPPs, where possible. If not, roads are developed either through budgetary support, ADB 
assistance, or a combination of both. The new hybrid–annuity model (HAM), a form of PPP in 
which funding is shared between private providers and the government, enables PPP 
participation if roads are not viable for development by pure PPP models, e.g., build–operate–
transfer (BOT). In the proposed ADB project, the government aims to leverage additional PPP 
participation and funding in the development of state highways and MDRs through the HAM. 
 
7. Budgetary resources. Budget allocations since fiscal year (FY) 2013 (ended March 
2013) until FY 2018 increased at an average of 18%. About 78% of this allocation was for 
planned expenditure, 8% for salaries and wages, and 10% for maintenance and renewals. 
  

Table 2: Madhya Pradesh Public Works Department Budget Allocation and Expenditure 
(₹ million) 

Item FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 

A. Budget Allocation  
Plan 24,130.0 20,169.9 17,369.6 29,633.2 36,898.6 66,764.5 

MPRDCa 7,872.8 9,975.4 7,709.0 26,311.8 30,260.3 29,260.3 
Non-plan 14,078.1 18,193.5 16,828.1 15,347.9 18,886.4 14,090.3 

Wages and salaries 3,950.4 7,848.1 5,798.0 5,582.5 7,082.0 6,082.0 
Maintenance 4,977.7 7,565.4 4,259.6 5,751.4 7,104.4 3,308.3 

Total (A) 38,208.1 38,363.4 34,197.7 44,981.1 55,785.0 80,854.8 
B. Expenditure  
Plan 22,600.0 18,856.5 13,990.7 24,451.5 35,494.8 62,856.2 

MPRDCa 7,112.8 9,234.0 16,449.4 24,635.6 29,109.3 27,335.8 
Non-plan 13,413.6 16,064.0 12,053.2 12,221.5 8,124.4 8,552.2 

Wages and salaries 3,800.3 7,026.4 5,652.8 4,495.0 4,062.3 4,241.4 
Maintenance 4,561.4 6,439.3 3,260.2 4,401.4 1,507.6 1,756.1 

Total (B) 36,013.6 34,920.5 26,043.9 36,673.0 43,619.2 71,408.4 

 
5 ADB. India: Madhya Pradesh State Roads Sector Development Project. 

https://www.adb.org/projects/34263-013/main
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 FY = fiscal year, MPRDC = Madhya Pradesh Road Development Corporation. 
a The MPRDC planned allocations and expenditures are included in the aggregate plan figures. 

 Source: Madhya Pradesh Public Works Department. 
 

8. Maintenance budget. The non-plan maintenance budget was relatively stable, ranging 
from ₹3,000 million to ₹7,000 million during FY2013–FY2018. This was because of (i) the 22 
operate–maintain–transfer models with concession periods of 5–10 years including toll charges 
that were introduced by the MPRDC and (ii) the 5-year performance-based maintenance 
obligations of contractors on ADB-financed roads. Therefore, quality of roads in Madhya Pradesh 
has improved significantly. 
 
9. Public–private partnerships for state roads. For road development, the MPRDC has 
extensively used PPPs. To date, almost 42% of national highways, state highways, and MDRs 
have been completed under BOT schemes.6  However, difficulties in land acquisition and 
environmental clearances have led to delays in project completion that resulted in cost overruns, 
litigation, and revenue losses to concession owners. Furthermore, lower-than-predicted traffic 
growth also impacted the financial viability of some PPP projects. Following the national trend, 
PPP participation in the MPRDC projects has been decreasing. As of January 2018, only 5% of 
MPRDC projects had been constructed under BOT.7 
 

Table 3: Completed Projects in Madhya Pradesh 

Model Category Count 
Length  

(kilometer) 
Cost  

(₹ million) 

BOT State highway, national highway, major district road 101 5,804 115,320 

EPC State highway, national highway, major district road 15 630 21,920 

ADB 

State highway 55 3,889 37,940 

National highway 2 198 1,160 

Major district road 34 1,407 24,340 

Infrastructure Building 5 0 1,290 

Regular contract State highway, national highway 58 1,722 14,720 

State funding State highway 14 284 3,690 

Total 284 13,934 220,380 
ADB = Asian Development Bank; BOT = build–operate–transfer; EPC = engineering, procurement, and construction. 
Source: Madhya Pradesh Road Development Corporation. 
 

10. Hybrid–annuity model. The HAM is a mix of the engineering, procurement, construction 
(EPC) and BOT models. Introduced in 2016 on National Highway Authority of India (NHAI) 
projects to revive investments in road infrastructure, the HAM has seen good initial success. 
Under the EPC model, the government pays contractors to build roads. The contractor has no 
role in the road’s ownership, toll collection, or maintenance, which are borne by the government. 
Under the BOT approach, the private sector construct, operate, and maintain the roads for a 
specified period and recover costs through tolls. Under the HAM, the government pays 60% of 
the total project cost to the concessionaire during construction linked to completion milestones. 
The balance is arranged by the concessionaire, usually 20%, raised in the form of equity, and the 
rest as debt. Once the project is completed, the government will pay the concessionaire’s share 
of total project cost in fixed annuity payments over the next 10 years (concession period). 
 
11. Advantages and successes of the hybrid–annuity model. As the concession period is 
linked to the commercial operations date and not to an appointed date, this excludes 

 
6 MPRDC. 2018. Completed Projects as of January 2018 (accessed March 2018). 
7 MPRDC. 2018. Ongoing Projects as of January 2018 (accessed March 2018). 

http://www.mprdc.gov.in/completed-projects.html
http://www.mprdc.gov.in/ongoing-projects.html
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construction time from the annuity; delays from land acquisition, environmental clearances, and 
associated time overruns are therefore mitigated. Furthermore, the annuity component excludes 
tolling, which eliminates traffic growth risk and improves project viability. About 30 highway 
projects have been awarded under the HAM by the NHAI at a total cost of about $4.3 billion 
(₹280,000,000), and half the projects awarded in FY2017 were under the HAM. Moreover, 60% 
of awarded HAM contracts up to December 2016 have achieved financial closure, which gives 
lenders greater confidence in the model’s viability. 
 
12. Areas of concern. The MPPWD and MPRDC have systematically addressed road 
improvement, started to use innovative PPP models to improve private participation, and 
extensively used ADB’s support to develop the state road network. However, the following 
concerns remain: (i) asset maintenance is not yet fully planned or funded, despite the use of 
PPPs; (ii) while the HAM has been used successfully by the NHAI, the MPRDC has yet to 
develop experience in administering HAM contracts; and (iii) despite some initial efforts to 
improve road safety, this has not reached national norms. 

 
 3. ADB Sector Experience and Assistance Program 
 
13. ADB has significant presence in the state road sector, with five previous loans. The first 
loan was rated successful; it led to the formation of the MPRDC and developed the MPRDC’s 
capacity, reversing the trend of deteriorating conditions on state roads. The second loan was 
also rated successful, as the project’s targets were met; and likely sustainable because the 
project roads were in good condition after 4–5 years of operation, and the budget for road 
maintenance had steadily increased. The third and fourth loans are completed and one project 
loan for MDRs is ongoing. Lessons learned from previous projects are incorporated into the 
proposed project and include close monitoring to avoid implementation delays, additional criteria 
on past poor performance or termination in the bidding documents, and better financial 
management.8 ADB has been assisting the state in improving state roads under the first three 
loans, followed by district roads under the next two. ADB is now transitioning to revitalize the 
state’s PPP by strengthening PPP institutions and promoting improved contractual modalities. 
 
Table 4: ADB Assistance to the Government of Madhya Pradesh in the Transport Sector  

Loan 
Length 

(km) 
Amount 
($ million) Status 

1959-IND: Madhya Pradesh State 
Roads Sector Development Project  

1,603 150 Cmpleted in 2008. Rated successful. 
Formation of MPRDC as a result of the TA. 

2330-IND: Madhya Pradesh State 
Roads Sector Project II  

1,702 320 Project completed in 2011. Rated 
successful. Recommendations of TA under 
implementation. 

2736-IND: Madhya Pradesh State 
Roads Project III 

1,080 300 Project completed in 2016. Road safety 
aspects of TA under implementation. 

3189-IND: Madhya Pradesh 
District Connectivity Sector Project 

1,500 350 Project completed in 2018. 

3437-IND: Madhya Pradesh 
District Roads II Sector Project 

1,461 350 In progress, contract award: $267 million, 
disbursement: $136 million (as of June 2019) 

ADB = Asian Development Bank, km = kilometer, TA = technical assistance. 
Source: ADB.

 
8  Independent Evaluation Department. 2013. Validation Report: Madhya Pradesh State Roads Sector Development 

Program in India. Manila: ADB; and Independent Evaluation Department. 2016. Validation Report: Madhya Pradesh 
State Roads Sector Project II in India. Manila: ADB. 

https://www.adb.org/sites/default/files/evaluation-document/36212/files/pvr-301.pdf
https://www.adb.org/sites/default/files/evaluation-document/36212/files/pvr-301.pdf
https://www.adb.org/sites/default/files/evaluation-document/215391/files/pvr-461.pdf
https://www.adb.org/sites/default/files/evaluation-document/215391/files/pvr-461.pdf
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PROBLEM TREE FOR TRANSPORT (ROAD TRANSPORT [NONURBAN]) 

 

 

 

 

 

 

 

 
 Source: Asian Development Bank. 

Difficulties in land acquisition and 
environmental clearances 

Past experiences on potential cost 
overruns and revenue losses 

Poor fiscal 
situation of 
the state 

Frequent 
flooding 
during 

monsoons 

Increased 
activities in 

industrial areas 

Insufficient capacity 
of road agencies to 

maintain roads 

Inadequate 
budget 
support 

Declining 
private sector 
investments 

Core Problem 

Causes 

Directly addressed 
by the project  

Not directly 
addressed by the 

project  

LEGEND 

Rapid increase 
in vehicle 
ownership 

Low 
investments in 
district roads 

Road capacity does not meet increasing 
traffic demand 

Deteriorating and unsafe condition 
of roads 

Movement of people and goods in Madhya Pradesh is constrained, time-consuming, and 
accident-prone 

Effects 
Impaired access to markets Poor interdistrict 

connectivity 
Impaired access to public 

services 


