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SECTOR PROGRAM ASSESSMENT: TRANSPORT 

 

 

A. Introduction 

 

1. The Indian economy has been growing rapidly in recent years with gross domestic product 

(GDP) expanding by 8.8% on average during fiscal year (FY) 2005–FY2010 but slowing down to 6.7% in 

FY2011 due to a tighter monetary policy and the global economic situation. In FY2012, GDP growth 

bottomed out at 5.6%, but with a combination of declining global oil and domestic prices, and 

improved external and fiscal positions, the economy recovered. GDP growth rate averaged 6.7% during 

FY2011–FY2015 and 7.6% was achieved in FY2015. India’s share of world GDP, in current purchasing 

power parity terms, has also increased substantially from an average of 4.8% during FY2001–FY2007 to 

an average of 7.0% during FY2014.
1
 GDP per capita at market prices rose to $1,584 in 2015 and was 

$6,261 on a purchasing power parity basis. To sustain the recovery and high economic growth rate, 

India needs to address a wide range of challenges, one of which is the country’s infrastructure deficit. 

The overall economic expansion has imposed a heavy burden on India’s transport sector which has 

become a major focus for the government. 

 

2. This transport sector assessment will feed into the country assistance program evaluation (CAPE) 

for India. The 2016 CAPE assesses the performance of the ADB assistance program in the period 2007–

2015 to provide input for the preparation of the new country partnership strategy (CPS) for 2018–2022. 

 

B. Sector Context 

  

3. Roads. The transport sector in India comprises a diverse network of roads, railways, inland 

waterways, ports and aviation. Roads and railways dominate the transport system and carried 87% of 

total freight traffic in FY2007 and 90% of passenger traffic in FY2011.
2
 While the average annual 

growth rate of road length from FY2006 to FY2011 was 3.3%, the figure for the rail track during the 

same period was less than 1.0%.
3
 Road has surpassed rail as the main mode of transport.  

 

4. With a length of 4.87 million kilometers (km), India has the world’s second largest road 

network, carrying 65% of freight and 45% of passenger traffic.
4
 The major road categories are  

(i) national highways, (ii) state highways, (iii) major district roads, and (iv) rural roads. 

 

5. The national highways are the primary system of road transportation and provide high-density 

links between states and major cities. With a total length of 96,261 km (Table 1), all surfaced, national 

highways make up 2.9% of total roads and carry 40% of the traffic. Two-lane roads account for 51.4% 

of the national network, single-lane roads for 24.4%, and four-, six-, or eight-lane roads for the 

remaining 24.2%.
5
 The National Highways Authority of India (NHAI), a nodal agency of the Ministry of 

Roads, Transport and Highways (MoRTH), is implementing the seven phases of the National Highways 

Development Project (NHDP) to upgrade, rehabilitate, and widen major highways. The NHDP, launched 

in FY1999, is made up of seven phases and is targeted for completion in 2022. 

 

 

  

                                                
1
  Government of India. Ministry of Finance. 2016. Economic Survey. Delhi. 

2
  National Transport Development Policy Committee . 2014. India Transport Report Moving India to 2032. Delhi. 

3
  Government of India, Central Statistics Office. 2014. Infrastructure Statistics – 2014 (Third Issue, Vol 1). Delhi. 

4
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5
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Table 1: Indian Road Network: Major Categories  

Road Network 

Length  

(kilometer) 

Percentage

(%) 

Expressways 200 0.01 

National highways 96,261 2.88 

State highways 131,899 3.94 

Major district roads 467,763 13.98 

Rural and other roads 2,650,000 79.20 

 Total  3,346,123 100.00 

Sources: National Highways Authority of India. http://www.nhai.org/ 

roadnetwork.htm (accessed 6 May 2016); Ministry of Road, Transport and 

Highways. 2015. Basic Road Statistics of India 2015. Delhi. 

http://morth.nic.in/showfile.asp?lid=1762 

 

6. State highways and major district roads are the secondary system of road transportation and 

provide links with national highways, district headquarters, important towns, tourist centers, and 

minor ports. Major district roads run within districts, connecting areas of production to markets and  

district headquarters, and to state and national highways.  

 

7. Rural roads link rural communities with the highway network, providing opportunities for 

higher agricultural incomes and employment and access to social services. The Prime Minister’s Rural 

Roads Program (Pradhan Mantri Gram Sadak Yojana [PMGSY]), which was launched in December 2000, 

shifted the focus from the village to habitations. It envisaged connecting rural habitations with 

populations of up to 500 people in the plains and 250 people in the hills with all-weather roads. This 

program is funded by the central government but the actual execution of the PMGSY construction is 

delegated to the state governments with centrally mandated standards and a quality control program 

in place. The maintenance component of PMGSY, which includes the construction and/or defects 

liability period, is separately financed by the state. 

 

8. Following the success of the PMGSY and the improvement in rural infrastructure, the 

government is planning a new scheme called Pradhan Mantri Gramin Parivahan Yojna. This has a vision 

of improving transportation facilities in the villages as well as of enhancing job opportunities for the 

local population. The scheme will support rural entrepreneurs to operate public transport services on 

the rural road network; it will also include viability gap funding
6
 (VGF) for procuring vehicles. A pilot 

has been launched in the Bilaspur district of Himachal Pradesh and consultations with diverse 

stakeholders are underway.  

 

9. The government’s Eleventh and Twelfth Five Year Plans (FYPs) identified a lack of funds for road 

maintenance in many states,
7

 especially for state and rural roads, exacerbated by the poor 

management of the road assets in some lagging state
8
 public works departments and a lack of 

institutional capacity at the state level. State governments fund state highways, major district roads, 

and some rural roads and there is a general shortage of available funding for the maintenance of these 

roads. The estimated funding requirement for the 2012–2017 is much larger than the public sector can 

provide, hence the private sector investments are needed to close the funding gap.  

 

                                                
6
  Viability gap funding means a one-time grant provided by the public sector (central government and/or state government) for 

financial support to public–private partnerships (PPPs) in infrastructure, with the objective of making a project commercially 

viable. 

7
 Government of India, Planning Commission. 2012. Twelth Five Year Plan Working Group. Delhi; Government of India, Planning 

Commission. 2007. Eleventh Five Year Plan Working Group. Delhi. 

8
  The Asian Development Bank (ADB) includes the government’s special category states and low-income states with high poverty 

incidence among lagging states. Low-income states include Bihar, Jharkhand, Madhya Pradesh, Chhattisgarh, Odisha, 

Rajasthan, Uttar Pradesh and West Bengal. Special category states include: Assam, Himachal Pradesh, Manipur, Meghalaya, 

Mizoram, Nagaland, Sikkim, Tripura, and Uttarakhand. 

http://www.nhai.org/roadnetwork.htm%20(6
http://www.nhai.org/roadnetwork.htm%20(6
http://morth.nic.in/showfile.asp?lid=1762
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10. Road safety is a growing concern. In 2012, 138,258 lives were lost from road accidents  

(footnote 2). The fatality rate has gone up from 36 fatalities per 1 million persons in 1980 to 115 in 

2012. The increase in the number of accidents is related to the number of vehicles, road design, and 

improper maintenance, among others. India accounts for 15% of global traffic deaths, although it has 

only 1% of the world’s automobiles (footnote 4).
 

 

11. Railways. Indian Railways is a state-owned railway enterprise, which owns and operates most 

of the country’s rail transport. It is overseen by the Ministry of Railways and headed by the minister for 

railways, who is generally of cabinet rank. The Railway Board manages Indian Railways, and is led by a 

chairman, with members from functional areas. Administratively, Indian Railways is divided into 16 

zones and 68 operating divisions. In addition, there are a number of production units, training 

establishments, public sector enterprises, and other offices working under the control of the Railway 

Board. 

 

12. India has the third largest railway network in the world under single management. In FY2013, 

12,000 passenger trains ran daily, carrying 23 million passengers, and 7,000 freight trains per day 

carried about 3 million tons of freight.
9
 For the entire FY2013, Indian Railways carried 1.05 billion tons 

of revenue-earning freight traffic. It provides passenger services in both the suburban and non-

subarban (intercity and long distances) segments. Indian Railways has suffered from underinvestment 

and as a result, network expansion and modernization have not happened and the sector suffers from 

severe capacity constraints. Route kilometers have grown by only 23% over the 64-year period from 

FY1950 to FY2013 (Table 2) or a compounded annual growth rate of just 0.32%. 

 

Table 2: Key Parameters for Railways 

Item Fiscal Year 1950 Fiscal Year 2013 

Route (km, all gauges) 53,596 65,806 

 BG MG NG BG MG NG 

 25,258 24,185 4,153 58,175 5,334 229 

Running Track  (km, all gauges) 59,315 89,987 

Total Track (km) 90,600 (FY1964) 114,907 

Freight carried (ton million) 73 1,054 

Wagon capacity (ton million) 4.14 13.65 

Passenger originating (million) 1,284 8,420 

Passenger (km million) 66,517 1,158,742 

No. of Passenger Trains Run Daily 6,392  12,874 

BG = broad gauge, FY = financial year, km = kilometer, MG = meter gauge, NG = narrow gauge. 

Source: Government of India, Ministry of Railways. Indian Railways: Lifeline of the Nation (A White Paper). Delhi. 

 

13. The greatest challenge Indian Railways faces is meeting freight and passenger demand. Traffic 

volumes have increased, but rail’s market share, particularly of freight, has gone down steadily,
10

 

although it has maintained its traditional dominance in the carriage of bulk commodities. The declining 

market share of railways can be attributed to (i) infrastructure and capacity limitations and insufficient 

emphasis on capacity creation in existing and new lines, (ii) cross-subsidization of passenger traffic by 

freight, leading to freight rates that are among the highest in the world and rail passenger fares among 

the lowest, (iii) funding shortages, and (iv) safety. While the number of train accidents has been 

steadily declining, total casualties have increased.
11

 

 

14. Institutional structure. Responsibilities for the transport infrastructure are divided among 

central, state and local governments. The central government is responsible for railways, national 

                                                
9
 Government of India. Ministry of Railways. 2015. Indian Railways Lifeline of the Nation (A White Paper). Delhi. 

10
  Rail acounts for 35% of total freight traffic in the Twelfth FYP and roads 65%. Roads account for 45% of total passenger 

traffic. 

11
 From 195 train accidents in FY2006 to 139 in FY2010, while total casualties increased from 610 to 844 during the same period. 

National Transport Development Policy Committee. 2014. Moving India to 2032. Vol. 3 Part 1. Delhi. 
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highways, major ports, civil aviation, and national inland waterways. State governments are responsible 

for state and rural roads, minor ports and coastal shipping, inland water transport, urban transport, 

and intercity bus services. Local governments are responsible for village roads, inner city roads and 

urban transport. 

 

15. At the central level, the major ministries involved in the transportation sector are the MoRTH, 

Ministry of Rural Development (MoRD); Ministry of Railways, Ministry of Civil Aviation, Ministry of 

Urban Development (MoUD), and Ministry of Shipping. Since 2004, the Ministry of Development for 

the North Eastern Region (MoDONER) has also become closely involved in the development of 

transportation infrastructure in this region of India.  

 

16. At the state level, the responsibility for building and managing state highways, major district 

roads and rural roads has been vested with the public works department, or the local government 

engineering departments. For schemes such as the PMGSY, the Government of India mandated that a 

State Rural Roads Development Agency would be established to implement them. 

 

C. Private Sector Participation 

17. Private sector roles and synergy between sovereign and nonsovereign operations. For many 

years, infrastructure development, including transportation, was financed by the public sector. Because 

of the magnitude of the investment required and the need for scarce public resources to be invested in 

social sectors such as health and education, the government has made efforts to encourage private 

sector participation in the development of infrastructure. From 2006 to 2012, India has been a 

significant recipient of public–private partnership (PPP) investments, from international banks 

accounting for almost half of new investments in new PPP projects in developing countries. The share 

of private investments in roads rose from 8.5% in the Tenth FYP to 20% in the Eleventh. The share of 

private sector investment in railways rose from a negligible amount in the Tenth FYP period to 5.5% in 

the 11th (footnote 7). 

 

18. Realizing the importance of creating an enabling environment for private sector investments to 

flow into infrastructure projects, the government has taken the following initiatives: (i) setting up a 

robust institutional structure for appraising and approving infrastructure projects, (ii) developing model 

concession agreements, and (iii) and increasing the availability of finance by creating dedicated 

institutions and providing VGF (para 19).  

 

Table 3: Build-Operate-Transfer  

Scheme’s Shares of National Highways Development Projects (%) 

Phase Build-Operate-Transfer Share (%) 

Phase 1 14.8 

Phase 2 29.6 

Phase 3 95.9 

Phase 4 83.1 

Phase 5 100.0 

Phase 6 100.0 

Phase 7 100.0 

Sources: Government of India, National Highway Authority of India; Ministry of Road, 

Transport and Highways; Aranca Research. 

 

19. Phases 1 and 2 of the NHDP were developed mostly with public funds and increasingly through 

build-operate-transfer (BOT) schemes starting with Phase 3. Phases 5 to 7 were developed by BOT 

schemes (Table 3). During the Eleventh FYP period, the total private sector investment in the NHDP 

increased to $11.71 billion from $2.06 billion (at constant FY2011 prices) during the Tenth FYP period. 

In the Twelfth FYP period, the NHDP will be funded primarily through PPPs. To make the projects viable, 

VGF of up to 40% is provided, of which up to 20% will be provided by the Ministry of Finance (MoF).  



Sector Program Assessment: Transport 5 
 

VGF of up to 20% (if required) over and above that provided by MoF is provided by the MoRTH and/or 

NHAI (footnote 7). 

 

20. In FY2012 and FY2013, there was a decline in private sector participation. Highway projects 

were unable to attract acceptable bids because highway developers were overleveraged; there was a 

lack of suitable debt products aligned with revenue streams; a history of aggressive bidding based on 

unrealistic traffic projections; and issues relating to land acquisition, statutory clearances, and 

approvals. Since 2013, MoRTH has made special efforts to identify and address these issues through 

policy initiatives such as: ensuring fast dispute resolution, rescheduling of premium (in the form of 

deferment of premium) as a onetime measure for all stressed projects, a higher threshold for projects 

sent to MoRTH for appraisal (the threshold doubled to ₹10,000 million from ₹5,000 million), better 

inter-ministerial coordination, an exit policy for private developers (they are allowed to exit up to 2 

years after the start of operations), and a revival of languishing BOT projects through a one-time fund 

infusion by NHAI. An innovative project implementation model, the Hybrid Annuity Model, was 

adopted. In this model, the government pays 40% as a capital grant during the construction period 

and pays the remainder in the form of annuity payments, thereby reducing the exposure and risk of the 

private proponent.
12

  

 

21. For state roads, private sector participation has been encouraged by such organizations as the 

Madhya Pradesh Road Development Corporation (RDC) and the Gujarat State RDC. These organizations 

use the central government’s VGF of up to 20% of total project cost and additional financing of up to 

20% by the state government for upgrading state roads through PPPs. In many states, there is a 

growing use of performance-based maintenance activities, whereby contractors agree to maintain a 

length or small network of roads for an agreed period of time. ADB technical assistance has been 

provided to build capacity in the local road construction industry.  

 

22. In the rail subsector, the Twelfth FYP document estimates that Indian Railways needs  

$42.08 billion to complete ongoing projects, which cannot be generated internally through borrowing 

and budgetary support. The shortfall should be met through private investments in PPP projects. 

 

23. In December 2012, the cabinet approved a new policy for “participative models for rail 

connectivity and capacity augmented projects.” This was designed to address private investors’ 

concerns and to renew interest in the sector. Proposed areas of investment include an elevated rail 

corridor in Mumbai, parts of the dedicated freight corridor, freight terminals, and redevelopment of 

stations. Indian Railways awarded projects amounting to $1.73 billion in the first 7 months of FY2016 

(April–October).
13

 Opportunities for synergies between sovereign and nonsovereign operations were 

not identified since there were only nonsovereign projects in the portfolio for the review period. 

 

D. ADB’s Sector Strategies and Portfolio 

II.  

 1. ADB Strategies 

 

24. Country strategy and program, 2003–2006, and country strategy and program update, 2006–

2008. The country strategy and program (CSP), 2003–2006 covered a period of vigorous infrastructure 

reform with progress made in in attracting private sector investment to remove bottlenecks in civil 

aviation, ports and highway subsectors.
14

 Poverty reduction would be addressed through high, 

equitable and pro-poor growth through the provision of infrastructure in ADB projects. Infrastructure 

projects accounted for nearly 77% of ADB’s proposed assistance program for 2006–2008, and 

                                                
12

 Government of India. Ministry of Road Transport and Highways. Embarking Towards the Horizon of Success and Prosperity. 

http://pib.nic.in/eventsite/ebook/pdf/MinistryofRoadTransportandHighways.pdf (accessed 15 March 2016). 

13
 India Brand Equity Foundation. 2016. Indian Railway Analysis. http://www.ibef.org/industry/railways-presentation (accessed 15 

March 2016). 

14
 ADB. 2003. Country Strategy and Program: India, 2003–2006. Manila. 
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transport projects accounted for around 36% of this. During the period covered by the CSP Update, 

ADB approved three subprojects of the Rural Road Sector II Investment Program (RRSIP).
15

 These 

projects supported the PMGSY, an integral part of the government’s poverty reduction program. Four 

state road projects were also approved during the period in Bihar, Madhya Pradesh, and Uttarakhand 

(two projects). 

 

25. Country partnership strategy, 2009–2012. Inclusive growth was the focus of the country 

partnership strategy (CPS). This was to be achieved by (i) including lagging states in ADB operations,  

(ii) targeting subsectors such as rural roads, (iii) supporting agriculture and water resource 

management, and (iv) promoting financial inclusion. ADB’s focus in the transport sector was to 

encourage seamless connectivity via roads. It also stressed road safety and traffic operations. Over the 

CPS period ADB approved tranches 4 and 5 of the RRSIP,
16

 state roads covering seven lagging states 

(Assam, Bihar, Chhattisgarh, Jharkhand, Madhya Pradesh, Meghalaya, and Sikkim), a state highway 

improvement project for Karnataka, a railway sector investment project, and a national highway in 

Sikkim as part of a regional project for tourism infrastructure development. Except for the regional 

project, all projects had either a technical assistance (TA) grant attached or a stand-alone TA for 

capacity building and/or institutional strengthening. 

 

26. Country partnership strategy, 2013–2017. The thrusts of the current CPS are (i) infrastructure 

development, (ii) job creation and access to jobs, (iii) regional connectivity, (iv) environmental 

sustainability, and (v) synergies. The overall strategy is not only to respond to client demands, but also 

to take advantage of ADB’s strengths, align operations with ADB’s Strategy 2020
17

 priorities, and 

ensure innovation and value addition. For the transport sector ADB will continue to promote regional 

connectivity in lagging states, support increasing mobility in rural and urban areas, and embed low-

carbon solutions in investments. ADB will support port development and access roads in selected 

economic corridors, rural roads in lagging states, and mass transit systems in key urban centers. In 

2013–2015, 10 transport loans were approved with a total amount of $2.2 billion. Six were subprojects 

of previously approved multitranche financing facilities (MFFs); one was an emergency loan to 

rehabilitate infrastructure destroyed by major cloudbursts, incessant rains and floods in Uttarakhand; 

one was for a metro rail line in Jaipur; and the other two were for state road projects in Jharkhand and 

Madhya Pradesh. All loans approved during the period covered either a lagging state, a special 

category state or both. Six capacity building TA grants were approved. One TA was cancelled before 

effectivity. 

 

 2.  Transport Portfolio 

 

27. ADB’s support to the transport sector will be grouped into three periods: (i) 2007–2008 

covering CSP, 2003–2006 and CSP Update, 2006–2008, (ii) 2009–2012 covering CPS, 2009–2012, and 

(iii) 2013–2015 covering CPS, 2013–2017.  

 

28. The transport sector is the largest component (35%) of ADB’s portfolio in India. During the 

2007–2015 CAPE period, ADB approved 29 projects to the transport sector with a value of $6 billion. 

 

29. Apart from two loans to the railway subsector, all sovereign loans to the transport sector were 

for roads. Prior to the review period, the focus was more on national roads, but this has changed to 

state and rural roads. The approval of subprojects 4 and 5 (total of $407.2 million) of the RRSIP in 2009 

                                                
15

 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility 

to India for the Rural Roads Sector II Investment Program (Tranche 1). Manila (Loan 2248); ADB. 2008. Periodic Financing 

Requests Received in the Period August 2005 to August 2008: Rural Roads Sector II Investment Program (Tranches 2 and 3). 

Manila (Loans 2414 and 2445). 

16
 ADB. 2009. Periodic Financing Request Report: Rural Roads Sector II Investment Program (Proposed Tranche 4). Manila (Loan  

2535); ADB. 2010. Periodic Financing Requests Received in April: Rural Roads Sector II Investment Program (Tranche 5). Manila 

(Loan 2651). 

17
 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila. 
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and 2010 and the approval of the first subproject of the Rural Connectivity Investment Program (RCIP) 

(for $252.0 million) in 2012 buoyed up the share of rural roads to 24.2% of total transport sector 

support in 2009–2012 from 18.3% in 2007–2008. This share was maintained in 2013–2015 with the 

approval of subprojects 2 and 3 of RCIP in 2013 and 2015, respectively. The states with the largest 

ongoing transport investment commitments are Madhya Pradesh ($1,267 million, 21.0%) and Bihar 

($1,020.0 million, 16.9%), which have achieved a high benchmark of performance due to strong 

institutional support. 

 

30. ADB has been consistently supporting the construction and rehabilitation of state roads. It was 

a major area of support in 2007–2008 with four state road projects, two of which were subprojects of 

MFFs. Since then, the share of state roads has gone down to 57% in 2013–2015 (Table 4), although it 

still receives more than half of ADB’s support to the sector.  

 

31. ADB’s support to national roads consists of two loans: (i) supplementary financing to cover the 

cost overrun of the National Highways Corridor Sector Project, approved in 2003, and (ii) a loan for a 

regional economic cooperation road connectivity project.  

 

Table 4: ADB Loans to the Transport Sector by Subsector, 2007–2015 

 

2007–2008 2009–2012 2013–2015 Total 

Transport 

Amount 

($ million) % 

Amount 

($ million) % 

Amount 

($ million) % 

Amount 

($ million) % 

Rail 0.0 0.0 150.0 5.5 306.0 14.0 456.0 7.6 

National road 0.0 0.0 100.0 3.7 78.0 3.6 178.0 2.9 

State road 930.0 81.7 1,789.8 65.8 1,247.2 57.2 3,967.0 65.7 

Rural road 207.7 18.3 659.2 24.2 548.0 25.1 1,414.9 23.4 

Others 0.0 0.0 20.0 0.7   20 0.3 

    Total 1,137.7 100.0 2,719.0 100.0 2,179.2 100.0 6,035.9 100.0 

ADB = Asian Development Bank. 

Source: ADB database. 

 

32. In nearly all cases, an investment project was accompanied by a TA grant to help build capacity. 

Uttarakhand, for example, a relatively new state for ADB, had very limited capacity in the beginning 

both in the public works department and in terms of the skills of local contractors, but ADB-financed 

projects have provided an opportunity to improve these skills for ADB project implementation. For the 

CAPE period, 26 TA grants were implemented for a total amount of $24.85 million.
18

 While some TA 

focused on training staff of executing agencies on ADB procedures, the bulk was for capacity 

development ranging from maintenance and asset management and road safety to training on 

streamlining social and environment concerns in project preparation. 

 

Table 5: Technical Assistance Grants to the Transport Sector 

by type of Technical Assistance, 2007–2015 

 2007–2008 2009–2012 2013–2015 Total 

TA Type No. 

Amount 

($ million) No. 

Amount 

($ million) No. 

Amount 

($ million) No. 

Amount 

($ million) 

ADTA 2 2.000 0 0.000 0 0.000 2 2.000 

CDTA 0 0.000 18 18.075 4 2.675 22 20.750 

PATA 0 0.000 2 2.100 0 0.000 2 2.100 

 Total 2 2.000 20 20.175 4 2.675 26 24.850 

ADTA = advisory technical assistance, CDTA = capacity development technical assistance, PATA = policy and advisory technical 

assistance, TA = technical assistance. 

Source: Asian Development Bank database. 

 

                                                
18

  Does not include project preparatory TA projects.  
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E. Evaluation of ADB Assistance  

 

33. The assessment of the transport sector performance covers 29 sovereign loans, nine of which 

have been closed. Five project completion reports (PCRs) have been published for the National highway 

Corridor Project, the Madhya Pradesh State Roads Project II, and tranches 2, 3, and 4 of the RRSIP. Of 

the 20 loans that are still active, five were scheduled to be completed in 2015 or earlier but have been 

extended. Of the loans with PCRs, four are assessed successful and subproject 2 of the RRSIP was 

assessed highly successful. Two loans classified as transport in ADB database are categorized and 

assessed with other water and urban projects for purposes of this CAPE.
19

  All projects included in the 

assessment are road projects except for three railway projects.
20

 There are no port or aviation 

infrastructure projects in the portfolio. 

 

1.  Relevance 

 

34. ADB’s transport program is relevant. ADB’s strong focus on lagging states is in line with the 

CPS, 2013–2017, which indicates that the transport program will promote regional connectivity, 

particularly in lagging states and that ADB will support roads in selected corridors and rural roads in 

lagging states. While not every state had a transport project, the entire portfolio fell within these 

lagging and disadvantaged states in accordance with the government’s strategic directive. By value of 

ADB contribution at approval date, 91% of the program has been for roads, 5% for urban transport, 

and 4% for railways. 

35. ADB’s program to support the roads subsector targeted the construction, upgrading and/or 

rehabilitation of over 37,000 km of roads. Of this, 64% were rural roads and 35% were state roads. 

National roads made up less than 1%. Consistent with the CPS, 2009–2012 and CPS, 2013–2017, the 

bulk of ADB support for roads is targeted at low-income states (75.7%) and special category states 

(22.7%)—Table 6. 

 

Table 6: Length of Roads with ADB Support, 2007–2015 

 National State Rural Total
d
 

Item (km) (%) (km) (%) (km) (%) (km) (%) 

Low Income States
a
 895.5 100.0 7,059.0 53.6 21,011.7 87.6 28,966.2 76.1 

Special Category 

States
b
 

0.0 0.0 5,493.6 41.7 2,965.3 12.4 8,458.9 22.2 

Others
c
 0.0 0.0 615.0 4.7 0.0 0.0 615.0 1.8 

 Total 895.5 100.0 13,167.6 100.0 23,977.0 100.0 38,040.1 100.0 

      Percentage (%) 2.4  34.6  63.0  100.0  

ADB = Asian Development Bank, km = kilometer. 

a 
Bihar, Chhattisgarh, Jharkhand, Madhya Pradesh, Odisha, Rajasthan, Uttar Pradesh and West Bengal 

b 
Assam, Manipur,  Meghalaya, Mizoram, Sikkim, Tripura, and Uttarakhand. 

c 
Andhra Pradesh, Maharashtra, Karnataka. 

d 
Does not include 23.8 kilometers of unclassified roads. 

Source: ADB database.  

 

36. Strategic agenda. Strategy 2020 identifies three strategic agendas that will be the focus of ADB 

support: inclusive economic growth, environmentally sustainable growth, and regional integration. 

ADB’s portfolio was consistent with this agenda. Inclusive economic growth was the most relevant 

                                                
19

  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility 

to India for the National Capital Region Urban Infrastructure Financing Facility (Tranche 1). Manila; ADB. 2012. Periodic 

Financing Requests Monthly Report for June 2012: Jammu and Kashmir Urban Sector Development Investment Program 

(Tranche 2). Manila.  

20
 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility 

to India for the Railway Sector Investment Program (Tranche 1). Manila; ADB. 2013. Periodic Financing Requests Monthly 

Report for October 2013: Railway Sector Investment Program (Tranche 2). Manila; ADB. 2013. Report and Recommendation of 

the President to the Board of Directors: Proposed Loan to India for the Jaipur Metro Rail Line 1–Phase B. Manila. 
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strategic agenda for the transport sector during the CAPE period (Figure 1). ADB has had a strong focus 

on upgrading roads in northern India and has paid special attention to lagging states, which, in 

addition to being poor have adverse physical geography and sparse terrain. This is in line with 

government and ADB strategies. The CPS, 2013–2017 indicates that the transport program will 

promote regional connectivity in lagging states and support increasing mobility in rural areas. Rural 

roads would contribute to poverty reduction by connecting rural communities and providing access to 

markets, education, and other social services. The Twelfth FYP recognizes the enormous investment 

needed for to development of roads in the country and envisages a public sector investment of 

$114.00 billion, and $23.66 billion budgetary support for rural roads (PMGSY). 

 

37. Although ADB aimed to promote regional tourism initiatives, intercountry connectivity, and 

enhanced trade and logistics facilitation, there was limited support for regional cooperation and 

integration. ADB had only two such projects in the period, one on tourism and the other for 

rehabilitation of regional connectivity roads in Manipur. During the CAPE period, only three projects 

had regional cooperation and integration as a theme. Currently, despite the rapid growth of South Asia, 

only 2% of total trade is intraregional, compared with 25% in the Southeast Asia region.
21

  

 

Table 7: Distribution of Sovereign Loans for 

Transport Projects by Strategic Agenda,  

2007–2015
a
 

Figure 1: Financial Support to India’s Transport 

Sector by Strategic Agenda, 2007–2015 

($ million) 
 

Strategic Agenda 

Number of 

Projects Ratio 

ESG 9 0.3103 

IEG 28 0.9655 

RCI 3 0.1034 

Total 40 1.4286 

ESG = environmentally sustainable growth, IEG = 

inclusive economic growth, RCI = regional cooperation 

integration. 

a 
Distribution is based on the amount of support to each 

as a percentage of total ADB sovereign loans to the 

transport sector. 

Source: Asian Development Bank database. 

 

ESG = environmentally sustainable growth, IEG = inclusive 

economic growth, RCI = regional cooperation integration. 

Source: Asian Development Bank database. 

 

 

38. Drivers of change.
22

 Strategy 2020 says that its drivers of change should be stressed in all ADB 

operations.
23

 These drivers are: developing the private sector, encouraging good governance, 

supporting gender equity, helping developing countries gain knowledge, and expanding partnerships 

with other development institutions, the private sector, and with community-based organizations. The 

extent to which each of these drivers can be developed in the transport sector varies. In the early years 

of implementation of Strategy 2020, transport projects focused on gender mainstreaming, governance, 

and capacity development. This evolved during the last 5 years and by 2015, governance and capacity 

development, and private sector development had been adopted thematic priorities in some transport 

projects. Only two projects in the transport sector put knowledge solutions to work in propelling 

development. The National Highway Corridor project was designed to use knowledge-sharing activities 

to prevent the spread of HIV and increase the awareness of the risks of human trafficking. The Railway 

Sector Investment Program, tranche 2 proposed a wider dialogue within Indian Railways and 

government circles to discuss reform measures and the expected benefits from them. The acceptance 

of the reforms would pave the way for the installation of new systems and further support institutional 

                                                
21

 ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility 

to India for the South Asia Subregional Cooperation Road Connectivity Investment Program. Manila. 

22
 The new project classification system became effective on 1 April 2014. It integrated ADB’s three strategic agendas and five 

drivers of change in the system in accordance with the Strategy 2020 nomenclature, including their subcomponents or pillars. 

A reclassification of ADB’s active portfolio was completed on 1 April 2014. 

23
 ADB. 2008. Strategy 2020. Manila 
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strengthening. Transport projects in India need to harness effective partnerships with other bilateral 

and multilateral organizations. Only one transport project during the assessment period established or 

proposed to establish a relationship with development partners in the implementation of the projects, 

the regional project on South Asia Tourism Infrastructure Development Project. 

 

39. Gender mainstreaming has been a long-term ADB policy, starting with the adoption of the 

ADB’s Policy on Gender and Development in June 1998. Since 2007, over 76% of ADB transport 

projects in India have had gender elements as a thematic priority. ADB has promoted gender equity, 

especially in rural areas through the implementation of gender action plans and it has linked with other 

development institutions where appropriate (e.g., in responding to the flood emergency in 

Uttarakhand). For the remaining projects that did not explicitly identify gender as a driver of change, 

gender issues were nonetheless considered at all appropriate stages of the projects in accordance with 

ADB’s Policy on Gender and Development.  

 

40. Of the 29 projects in the transport sector, 22 have focused on passing on knowledge through 

extensive capacity building in projects, mostly through technical assistance. Private sector development 

was a thematic priority for 10 projects. Since ADB’s support for national roads has been very limited, 

there have few opportunities for the private sector to become involved in roads with high traffic 

volumes, which makes them suitable for tolling. Nevertheless, there have been some opportunities for 

the private sector in state roads. For example, Madhya Pradesh state planned to rehabilitate 771 kms of 

roads using its own resources and under PPP schemes, and ADB was able to assist by financing the 

preparation of a strategy for larger participation of the private sector in road network development and 

maintenance.
24

 In addition, ADB has encouraged private sector involvement in performance-based 

maintenance contracts in several states. 

 

Table 8: Distribution
 
of Sovereign Loans to 

India’s Transport Sector by Driver of Change, 

2007–2015 

Figure 2: Financial Support to India’s Transport Sector 

by Driver of Change, 2007–2015 ($ million) 

GCD = governance and capacity development, GEM = 

gender equity and mainstreaming, KNS = knowledge 

solutions, PAR = partnerships, PSD = private sector 

development and private sector operations.  

a  
Distribution is based on amount of support to each as 

a percentage of total ADB support. 

Source: Asian Development Bank database. 

Driver of Change 

Number of 

Projects Ratio 

GCD 22 0.7596 

GEM 22 0.7586 

KNS 2 0.0670 

PAR 1 0.0344 

PSD 10 0.3448 

Total 57 1.9655 

 

GCD = governance and capacity development, GEM = gender 

equity and mainstreaming, KNS = knowledge solutions, PAR = 

partnerships, PSD = private sector development and private sector 

operations. 

Source: Asian Development Bank database. 

 

41. Capacity building. Most of the transport projects had built-in capacity building components.
25

 

In some cases capacity building and/or institutional strengthening were done through technical 

                                                
24  

ADB. 2011. Technical Assistance to India for the Capacity Building for Road Safety and Public–Private Participation Support. 

Manila; and
 
ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to India for the Madhya Pradesh State Roads III. Manila. 

25
 Of the 29 transport projects covered by this CAPE, only five did not have any capacity building component directly in the 

design, but capacity development for these had been provided in earlier related projects. These are the supplementary 

financing for the National Highway Corridor, the additional financing for the Bihar State Highways II, the Uttarakhand 
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assistance grants. In many cases the investment projects were supported by technical assistance 

initiatives to strengthen public works departments’ capacity for project preparation and 

implementation, asset management, road safety and private sector participation. This supports the CPS, 

2013–2017 which promotes best practice in ADB projects. ADB’s key interventions included (i) training 

and familiarization with ADB policies and procedures related to project processing and implementation; 

(ii) institution strengthening, which encompasses support for improvements in project preparation, 

procurement activities, construction and contract management, and safeguard policies; (iii) capacity 

building related to road safety, such as development of a road safety master plan, provision of road 

safety facilities, road safety awareness programs and workshops; and (iv) maintenance, including road 

asset management, provision of equipment, maintenance planning and workshops. Most capacity 

building through loans and TA projects was related to general institution strengthening and road 

maintenance (Table 9). The remaining key areas of capacity building were related to ADB policies and 

procedures and road safety. While the CPS, 2013–2017 aimed to ensure innovation and value addition, 

ADB stayed in the core areas of capacity building in the transport sector. In future, areas of capacity 

building support could become more diverse as new urban issues emerge and take center stage, such 

as intelligent transport systems, and the need for more green transport. 

 

Table 9: Capacity Building in ADB Transport Loans 

 Loans Technical Assistance Total 

 

Item 

No. of 

Support 

 

% 

No. of 

Support 

 

% 

No. of 

Support 

 

% 

ADB policies and procedures 13 21 4 14 17 19 

Institutional strengthening 15 25 13 46 28 31 

Road safety 12 20 4 14 16 18 

Maintenance 21 34 7 25 28 31 

    Total 61 100 28 100 89 100 

ADB = Asian Development Bank, TA = technical assistance. 

 
a
 If loans and TA projects provided support in more than a category, these were counted in each category. 

Source: ADB database.  

 

42. Emergency assistance. ADB provided emergency assistance after severe flooding in Uttarakhand.
 

In June 2013, incessant rain and floods resulted in loss of life, destruction of livelihoods and extensive 

damage to infrastructure. The area is an important pilgrimage destination and the disaster occurred 

during the peak pilgrimage season, stranding some 60,000 pilgrims. After the initial relief and 

evacuation effort, the government approached ADB and the World Bank for assistance with the 

infrastructure rehabilitation. ADB’s task was to provide funding for 1,800 km of highways and district 

roads, 16 bridges, the rehabilitation of 600 km of roads previously built with ADB finance as well as 

repairs to urban water supplies, and restoration of tourism infrastructure, including trekking routes and 

eco-trails. Lastly, the project included 50 helipads to ensure that the area would be better prepared for 

evacuation and support in a future disaster. 

 

43. Project design and monitoring framework. Project designs of transport projects in India are 

similar, as a consequence of the huge demand for road improvement. Of India’s development partners, 

ADB has the potential to play a leading catalytic role in supporting the next generation of transport 

systems, and to support government efforts in introducing international best practices. The CAPE in 

2007 recommended that ADB (i) build a strong knowledge base and expertise in core areas of support 

and engage with the government in policy discussions at appropriate times, and (ii) undertake dialogue 

regularly with government’s senior officials on policy and operational issues. The validation report in 

2013 for the India country partnership strategy final review carried out by the Independent Evaluation 

Department (IED) found that actions to implement the 2007 CAPE recommendation needed to be 

strengthened. Discussions by the IED mission with various transport stakeholders found that some 

                                                                                                                                                       
Emergency Assistance, and subprojects 4 and 5 of the RRSIP. Of these projects, 21 provided for training and/or equipment 

support related to maintenance either in road asset management and/or maintenance management. 
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executing agencies needed more emphasis on technical advice from ADB and less on chasing 

disbursements. Although project designs have been replicated in several projects, the mission was 

advised that a number of time-consuming contract variations had to be done due to poor project 

preparation, such as decisions made on designs that were too preliminary. 

 

44. The design and monitoring frameworks (DMFs) for transport sector projects need to identify 

performance targets that are easy to collect and measure. For example, the performance indicator for 

the impact of Uttarakhand State-Road Investment Program was a decrease in the number of 

households below the poverty line in the project catchment area from 36% to 20% by 2017. This 

information is not readily available unless a full survey is undertaken. In some rural road projects, the 

indicators proposed in the reports and recommendations of the President (RRPs) could not be 

measured and alternative measurements were used instead, but they were not comparable. The design 

and monitoring framework for the completed rural road projects (RRSIP, Subproject 2 for Odisha, and 

RRSIP, subprojects 2 and 3 for Odisha and West Bengal) were not well designed. They were virtually 

identical and largely copied from one project to the next. Performance indicators were not readily 

available. Data to measure progress against the target to reduce the rural poverty rate by 5% are not 

readily available and measuring performance against many outcomes would require a full survey to be 

undertaken. Where projects span more than one state, the overall results framework becomes even 

more complicated to sort out. The original expectation of the MFF of the RRSIP envisaged rehabilitating 

30,000 km of rural roads. However, the total anticipated road length of the five MFF projects was 

about 13,800 km.
26

 

 

2.  Effectiveness 

 

45. Overall, ADB’s transport program in India is rated effective. During the evaluation period the 

national highway corridor road project,
27

 four rural road projects
28

 and four state road projects 

(Uttaranchal,
29

 MPRSP II, Bihar,
30

 Uttarakhand
31

) were completed. The remaining road projects are in 

various stages of implementation. Investments are underway for the upgrading of the state networks in 

Bihar, Chhattisgarh, Jharkhand, Karnataka, and Uttarakhand as well as through the North Eastern 

Roads Investment Program.
32

 The national highway road corridor (footnote 32), an important national 

road link, was severely delayed and had a serious cost overrun. ADB provided a supplementary loan of 

$100 million toward the $307 million additional finance needed. The PCR
33

 reports that traffic fatalities 

were reduced to 221 in 2012 compared with 308 in 2002.  

 

46. State roads. In general, state roads funded by ADB are of good quality at completion. The CAPE 

mission was informed that the rehabilitated roads constructed with ADB support were more durable 

than roads funded directly by the state governments. Executing agencies attribute this to effective 

supervision and in many (but not all) cases to improved provision for road maintenance (see the section 

on sustainability). Many states have benefited from ADB’s support for the upgrading of state highways. 

                                                
26

  Tranche 1 was approved in 2005 before the evaluation period of 2007 to 2015. 

27
  ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan to India for the National 

Highway Corridor (Sector) I. Manila and ADB. 2009. Report and Recommendation of the President to the Board of Directors: 

Proposed Supplementary Loan to India for the National Highway Corridor (Sector) I. Manila. 

28
  ADB. 2008. Periodic Financing Requests Received in the Period August 2005 to August 2008: Rural Roads Sector II Investment 

Program (Tranche 2). Manila, ADB. 2008. Periodic Financing Requests Received in the Period August 2005 to August 2008: 

Rural Roads Sector II Investment Program (Tranche 3). Manila, ADB. 2009. Rural Roads Sector II Investment Program (Tranche 

4). Manila, and ADB. 2010. Rural Roads Sector II Investment Program (Tranche 5). Manila. 

29
  ADB. 2007. Periodic Financing Requests Received in the Period August 2005 to August 2008: Uttaranchal State-Road 

Investment Program (Tranche 1). Manila. 

30
  ADB. 2008. Report and recommendation of the President to the Board of Directors: Proposed Loan to India for the Bihar State 

Highways. Manila. 

31
  ADB. 2008. Periodic Financing Requests Received in the Period August 2005 to August 2008: Uttarkhand State-Road 

Investment Program (Tranche 2). Manila. 

32
  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility 

to India for the North Eastern State Roads Investment Program (Tranche 1). Manila. 

33
  ADB. 2015. Completion Report: National Highway Corridor I Project in India.  Manila (Loans 2029 and 2527). 
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3,730.6 km of such highways have been completed and improved riding quality, safer travel, and 

savings in time and vehicle operating costs (VOC). In Bihar VOCs have gone down by 30% and an 

international roughness index (IRI) of between two and three has been achieved. A reduction in travel 

time has also been achieved, enabling travel to the state capital of less than five hours, which was a 

target of the project. The Madhya Pradesh State Roads Project
34

 (MPSRP) II on completion contributed 

to VOC lower by 37% against a target of 35, higher travel speeds to the 40–60 kilometers per hour 

(kph) range from the 25–30 kph range and a reduction in travel time by 52% against a target of 25%. 

The IRI improved to between 1.5 and 2.2 in comparison to more than 5 prior to the project. Over time 

ADB funds have made a substantial contribution to the upgrading of the state network and now a 

further project to upgrade major district roads has followed on.  

 

Table 10: Planned and Achieved Physical Outputs 

Loan 

No. Project Name 

Approved 

Projects 

(km) 

Completed 

Projects 

(km) 

2308 Uttaranchal State-Road Investment Program – Tranche 1 572.6 554.0 

2330 Madhya Pradesh State Roads Sector Project II 1,800.0 1,698.4 

2414 Rural Roads Sector II Investment Program – Tranche 2 1,200.0 1,013.7 

2443 Bihar State Highways 820.0 589.2 

2445 Rural Roads Sector II Investment Program – Tranche 3 1,670.0 1,707.6 

2458 Uttarakhand State-Road Investment Program – Tranche 2 898.0 889.0 

2527 National Highway Corridor (Sector) I (Supplementary) 657.0
a
 657.1

a
 

2535 Rural Roads Sector II Investment Program – Tranche 4 3,111.6 2,975.2 

2578 South Asia Tourism Infrastructure Development (Regional) 23.8  

2594 Jharkhand State Roads 311.0  

2651 Rural Roads Sector II Investment Program – Tranche 5 4,709.5 4,136.0 

2663 Bihar State Highways II 356.0  

2705 Karnataka State Highways Improvement 615.0  

2736 Madhya Pradesh State Roads III 1,080.0  

2770 North Eastern State Roads Investment Program – Tranche 1 202.3  

2881 Rural Connectivity Investment Program – Tranche 1 3,461.0  

2894 Bihar State Highways II – Additional Financing   

2981 Chhattisgarh State Road Sector Project 916.0  

3040 Uttarakhand State-Road Investment Program – Tranche 3 1,000.0  

3055 Uttarakhand Emergency Assistance 2,400.0  

3065 Rural Connectivity Investment Program – Tranche 2 3,696.9  

3073 North Eastern State Roads Investment Program – Tranche 2 231.4  

3118 South Asia Subregional Economic Cooperation Road 

Connectivity Investment Program – Tranche 1 

427.8
b
  

3189 Madhya Pradesh District Connectivity Sector 1,600.0  

3276 Second Jharkhand State Road 176.0  

3306 Rural Connectivity Investment Program – Tranche 3 6,128.0  

 Total Roads 38,063.8 14,220.2 

   National Highways 895.5 657.1 

   State and District Roads 13,167.6 3,730.6 

   Rural Roads 23,977.0 9,832.5 

   Unclassified 23.8  

2793 Railway Sector Investment Program – Tranche 1 840 double track 

640 electrify 

 

3108 Railway Sector Investment Program – Tranche 2  

3062 Jaipur Metro Rail Line 1 – Phase B 2.3  

km = kilometers. 

a
  The output included the original project because the supplementary loan covered the cost overruns. 

b
  238.5 km of national highways and 189.3 km of state roads.  

Source: Asian Development Bank database and Independent Evaluation Department. 

 

                                                
34

 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant to India for the Madhya Pradesh State Roads Sector Project II. Manila. 
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47. An expected output of the Uttaranchal State Road Investment Program (footnotes 30 and 32) 

was not achieved as the program failed to establish a planning unit responsible for strategic-level 

programming. A Roads Board was established to discuss user concerns but has not met since 2009.  

 

48. Rural roads. ADB completed rehabilitation and/or construction of 9,832.5 km of rural roads 

resulting in improved journey quality, safer travel, and savings in time and VOC. The CAPE team carried 

out two beneficiary surveys for subprojects 2 and 4 of the RRSIP (Linked Document 16 and 17). The 

surveys revealed that rehabilitated rural roads improved connectivity and access and supported socio-

economic development. Access to markets, clinics and schools was no longer disrupted by weather 

events, a better outcome than the target of “not disrupted for more than 15 days per year.” However, 

the socioeconomic benefits were poorly defined in the design and monitoring frameworks and, 

although progress has been made, it is not possible to measure this against the targets originally set 

because of lack of data.  

 

49. ADB has supported a portion of the government’s nationwide rural roads investment program, 

PMGSY (para 7). As of January 2016, over 466,000 km of roads had either been constructed or 

rehabilitated.
35

 During the CAPE evaluation period, several thousand kilometers of rural roads were 

scheduled for construction in seven ADB-financed tranches of two MFFs, in total about 24,300 km.
36

 

Since 2004, the PMGSY procedures have become increasingly regarded as well-established and refined. 

In discussions with ADB staff, the e-procurement aspect was commended and the World Bank noted 

that such projects have helped improve asset management practices that have significantly enhanced 

the sustainability of the entire rural road network. They have also helped build the capacity of small 

local contractors.
37

  

 

50. PCRs for RRSIP, subproject 2 in Odisha and subprojects 3 and 4 in Assam, Odisha, and West 

Bengal gave effectiveness ratings of highly satisfactory and satisfactory in terms of physical output. 

Some experts have considered PMGSY to be more pro-poor than the better-publicized highways 

development project connecting the major metropolitan areas because the rural program raises overall 

productivity and expands non-farm employment opportunities.
38

 The IED mission believes that the 

programs complement each other.  

 

51. Capacity building. Overall ADB support has been effective in building capacity. ADB provided 

extensive support through technical assistance for capacity building at various road agencies during the 

evaluation period, but the impacts of this support vary across states. ADB has supported the 

restructuring, development and strengthening of several road agencies with a focus on improving their 

capacities and efficiencies. ADB’s key interventions included support for improvements in project 

preparation, procurement, project implementation, construction and contract management, safeguard 

policies, road safety, and road asset management. ADB has also supported road agencies in engaging 

specialized consultants in project delivery, use of standard bidding documents for civil works and 

consulting services, conducting road safety audits, and planning maintenance expenditures. While the 

impact of capacity building TA was generally limited to ADB project implementation, in some cases the 

enhanced capacity and best practices have impacted non-ADB projects as well and helped to make 

transport sector development more sustainable.  

 

                                                
35

 Reported in the Indian Express, 25 February 2016. 

36
 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility 

to India for the Rural Roads Sector II Investment Program. Manila (Loans 2414, 2445, 2535, and 2651); ADB. 2012. Report and 

Recommendation of the President to the Board of Directors: Proposed Multitranche Financing Facility, Technical Assistance, 

and Technical Assistance Administration to India for the Rural Connectivity Investment Program. Manila (Loans 2881, 3065 and 

3306); The Tranche 1 of the Rural Roads Sector II (L2248) fell outside the evaluation period. 

37
 www.worldbank.org/projects/P124639  

38
 For example agricultural expert, Ashok Gulati, believes that PMGSY is more effective at long-term poverty alleviation (footnote 

38). 
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52. In states such as Uttarakhand and Bihar, ADB was successful in sensitizing implementing 

agencies about the importance of safeguards, but state safeguard policies were not harmonized with 

ADB policies, which limited the positive impact on non-ADB funded projects. In Uttarakhand, external 

audits are being done only for ADB projects and this practice is not being followed for other 

government-funded projects. The IED mission was also advised of the state’s failure to date to establish 

a development planning office (as proposed in the RRP for the Uttaranchal State-Road Investment 

Program, tranche 1). The expected outputs included a reduction in maintenance costs, better utilization 

of buses and an increase in the number of goods vehicle permits issued. 

 

53. In Madhya Pradesh, capacity building and institutional strengthening activities have seen the 

capacity of the procurement section enhanced, a reduction in the time spent preparing detailed project 

reports, operationalizing the road asset management system, and piloting PPP projects for operation 

and management of state highways, among others. Madhya Pradesh public works department’s 

capacity for road development and management has greatly improved. ADB’s assistance for 

restructuring, development and strengthening of Madhya Pradesh Road Development Corporation 

(MPRDC) has yielded results, which will have a far-reaching impact on non-ADB-funded projects: 

 

(i) The person in charge of safeguards, road safety and environment was initially 

appointed for ADB projects and is now responsible for all rural roads, thereby 

extending the benefits to non-ADB projects. 

(ii) The implementation of safeguards has been extended to non-ADB projects. 

(iii) The development policy review template used for ADB projects is also being used for 

non-ADB projects. 

 

54. Similarly, ADB’s assistance for the restructuring, development and strengthening of MPRDC has 

yielded results which will also have a far-reaching impact on non-ADB-funded projects:  

 

(i) Enhancement in the capacity of the procurement section, which now carries out the 

entire procurement process on its own, including for PPP projects. 

(ii) An increase in contractors’ interest in being involved in MPRDC, which is evident from 

the receipt of 228 bids for 13 contract packages of MPSRP-III. This is a contrast with 

other states, which are facing problem of poor participation. 

(iii) Reduced time in preparing detailed project reports. In this regard, it is important to 

highlight the achievement of MPSRP-II. Project preparation was completed in 13 

months, as against 2-3 years taken by other state road projects funded by ADB in India. 

This is estimated to have saved $60 million to $90 million. 

(iv) Piloting PPP projects for operations and maintenance of state highways. 

 

55. Attracting qualified personnel to remote states remains difficult because of the lack of access to 

proper health care facilities, and educational institutions, and the other compromises that need to be 

made in the quality of life. Retaining qualified personnel is also difficult in remote states. However, in 

states like Uttarakhand, the higher compensation from ADB-funded projects helped them procure the 

services of good consultants. The involvement of qualified consultants in projects in turn helps in the 

capacity enhancement of the concerned project implementing agencies due to their exposure to 

industry best practices. 

 

56. During the evaluation period, ADB was instrumental in capacity development across agencies 

through its TA projects.  

 

(i) The TA for strengthening Madhya Pradesh’s public works department strengthened the 

capacity of the public works department for planning and the preparation of 

contracting documents to improve the department’s business practices for 

procurement and contracting processes, upgrading of laboratory and facilities for 
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quality assurance, improvement of the financial management system and human 

resource management, and the introduction of a road asset management system.
39

 

(ii) The TA for capacity building for road safety and PPP support established a road 

accident emergency response system and a state-wide accident response system in 

Madhya Pradesh.
40

 A control center was set up that provided video-feed connectivity at 

toll plazas with about 700 ambulances proposed to be connected to the system. 

(iii) The TA for the Chhattisgarh public works department assisted the department to 

improve project implementation, enhance road safety, ensure safeguards and propose 

a road asset management system.
41

 The consultants conducted district and state-wide 

training and capacity building workshops. 

(iv) TA projects to support Bihar’s road sector assisted the road construction department to 

improve business practices and the institutional and management structure, including 

training on procurement and contracting, planning, quality assurance, pavement 

design and maintenance.
42

 A road master plan and investment plan for the next 20 

years was developed that included a long-term vision and goals, an action program, a 

monitoring and evaluation system with performance indicators and targets, and an 

identification of alternative funding sources. 

(v) The TA for capacity building of the northeastern state roads sector supported state 

public works departments by introducing modern and efficient practices and systems in 

road management.  

(vi) The TA for capacity development for the Jharkhand state roads sector supported the 

road construction department in project design, implementation, procurement, land 

acquisition, resettlement and rehabilitation, environmental management, utility shifting, 

contract management and facility management.
43

 

(ix) The TA under the Karnataka State Highway Improvement Project assisted the public 

works department in setting up a Planning and Road Asset Management Centre 

(PRAMC) for policy development, planning, programming, road safety and information 

technology support. It was envisaged that various functional units and systems for 

efficient state road sector management would be established.
44

  

 

3.  Efficiency 

 

57. The study rates the transport portfolio less than efficient based mainly because of the delays 

incurred and the lack of significant progress in this area. 

 

58. State roads upgraded with ADB support had estimated EIRRs well above the threshold of 12%, 

based mostly on time and operating cost savings. For example, in Madhya Pradesh
45

 the EIRR estimates 

at appraisal ranged from 18.3% to 45.5%; Chhattisgarh’s
46

 estimated EIRR was 19.8% to 21.0%, 

                                                
39

 ADB. 2007. Technical Assistance to India for the Institutional Strengthening of Madhya Pradesh Public Works Department. 

Manila. 

40
  ADB. 2011. Technical Assistance to India for the Capacity Building for Road Safety and Public–Private Participation Support. 

Manila. 

41
  ADB. 2012. Technical Assistance to India for the Institutional Strengthening of the Chhattisgarh Public Works Department. 

Manila. 

42 
ADB. 2008. Technical Assistance to India for the Institutional Strengthening of the Bihar Road Sector. Manila; ADB. 2010. 

Technical Assistance to India for the Capacity Building for the Bihar State Road Sector. Manila; ADB. 2012. Road Master Plan 

for Bihar’s State Highway Development. Manila. ADB. 2011. Technical Assistance to India for the Capacity Building for North 

Eastern State Roads Sector. Manila. 

43
  ADB. 2010. Technical Assistance to India for the Advanced Project Preparedness for Poverty Reduction – Capacity Development 

for Jharkhand State Roads Sector (Subproject 11). Manila. 

44
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Jharkhand
47

 was an average of 21%, Karnataka
48

 had an average of 34.8% and even Uttarakhand,
49

 

with lower traffic volumes, had an average of 16.3%. Returns from district roads are likely to be lower, 

but even here 15.6% to 21.9% was estimated in Madhya Pradesh.
50

 There is very little information on 

recent traffic counts for the state roads, as completion reports are not yet available or the projects are 

ongoing, so the final EIRRs are unknown. However, even if they are slightly lower, this will not affect 

the overall viability of the program. 

 

59. One of only two national roads in the current portfolio was a supplementary loan to partially 

cover a cost overrun on the 657 National Highways Corridor Sector I. At appraisal an EIRR of 22.9% was 

estimated. At completion, this was reestimated at 15.2% for the whole corridor based on newly 

estimated traffic count data in the project completion report (PCR). It is assumed that the traffic will 

increase by an annual average of 6.6% during 2015–2020, 5.3% during 2021–2025, and 3.6% in 2026 

onwards.  

 

60. For rural roads, typical EIRRs at appraisal in the RRSIP subproject 2, and subprojects 3 and 4 

were 18% (all based on the same sample of roads).
51

 In the PCRs, the EIRR on completion was 21.5% 

for subprojects 2 and 20.1% for subproject 4. For subproject 4, the higher EIRR resulted from higher 

than expected traffic volumes after project completion. Sensitivity tests showed that the EIRR was more 

sensitive to changes in benefits than cost increases. In addition to normal efficiency measures, it has to 

be noted that other criteria are important when assessing rural roads, since their main purpose is to 

provide greater accessibility to the main road network. The benefits of improved accessibility are 

discussed in the impact section. 

 

61. For on-going projects, many active projects were delayed and encountered cost overruns. It 

appears that the capacity of both contractors and implementing agencies in the lagging states was 

often insufficient. Reasons for delays included: (i) delays in pre-construction activities such as land 

acquisition and resettlement, statutory environmental and forestry clearances, and railway clearances 

for bridges; (ii) weak capacity and inadequate staffing of executing agencies in project management; 

(iii) complex fund-flow mechanisms; (iv) a poor bidding response for projects located in remote areas; 

and (v) inadequate capacity of the road construction industry and poorly performing contractors that 

were late in site mobilization, or in some cases, already on site even before payment to affected people 

had been completed. The progress of the rail projects
52

 has been slower than expected due to the 

performance of the original contractor. The services of the original contractor have been terminated 

and a rebidding became necessary. It appears that an eventual successful outcome can be expected 

with the new contractor.  

 

62. The Jharkhand State Roads Project and MPSRP-III were both scheduled to be completed in 

December 2015 and both have requested loan extensions. The delays were brought about by the  

financial difficulties of contractors. In addition, the progress of the Jharkhand project was held back by 

delays in obtaining forest and railway clearances, and in obtaining pipeline clearance from the Ministry 

of Petroleum. The Bihar State Highways II project has been delayed due to the termination of three out 
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of five civil works contractors, which will probably result in a request for an extension of the closing 

date. 

  

63. The RCIP subproject 1 was also due for completion in December 2015 but it was extended for 2 

years due to a realignment of contract packages from subproject 1 to subproject 3 for the Madhya 

Pradesh component and some difficulties in putting up counterpart funds for the West Bengal 

component. This issue has since been addressed and at the time of IED mission, works were ongoing 

and project progress was back on track. 

 

64. An MFF for a railway sector investment program was approved in July 2011 with the fourth 

tranche scheduled to commence in 2015. As of November 2015, only the first two tranches had been 

approved. The Railway Sector Investment Program subprojects 1 and 2 are scheduled for completion in 

June 2018 and June 2019, respectively. The implementation of the resettlement plan experienced 

delays due to passing of new land legislation, but also because of weak performance by 

nongovernment organizations. These had been recruited to support local government in land 

acquisition, but failed to assist landowners with the proper documentation to support their claims for 

compensation. In addition, several contracts were terminated due to poor performance by the 

contractors and had to be rebidded.  

 

4.  Sustainability 

 

65. ADB’s transport portfolio in India is assessed likely sustainable, an upgrade from the previous 

CAPE’s rating of less likely sustainable on account of a gradual improvement in maintenance funding in 

several states, although some lagging states still have inadequate funding. The mission undertook a 

physical inspection of randomly selected national, state, and rural roads. The rating also takes into 

account the maintenance arrangements in place.
53

  

 

66. Railway maintenance is likely to be sustainable because of well-developed maintenance 

practices in Indian Railways built up over many years. According to the White Paper on the Indian 

Railways in 2015, all assets have a depreciation provision that includes an amount to take care of repair 

and renewal activities (footnote 9). Good maintenance is also linked to safety, and the performance of 

Indian Railways compares well in terms of accidents per million-train kilometer with those of European 

railways. Where the system is less effective is in the standard of stations, terminals and storage sheds 

and in the modernization of equipment and rolling stock.  

 

67. For roads, ADB has encouraged performance-based contracting works in most states, and the 

introduction of such contracts has in most cases been beneficial, although difficulties remain in 

effectively monitoring their implementation. The Road Construction Department of the Bihar 

Government adopted a Road Assets Maintenance Policy in 2013, which covers all remedial measures to 

ensure the sustainability of road assets by maintaining pre-defined service levels criteria. The policy 

covers 7,760 km of state highways and major district highways. The state government has signed 72 

long-term output and performance-based road asset maintenance contract packages with 5-year 

budgetary provision of ₹24,08 billion. Contractors are paid monthly on the basis of performance of the 

road irrespective of work items executed by them. A maintenance clause that assigns maintenance 

responsibility to the contractor for 5 years after construction is included in the contractor’s contract. 

The CAPE mission visited one of the rehabilitated state highways in Bihar and found it to be properly 

maintained 5 years after project completion. 

 

68. Madhya Pradesh has managed to attract private investment through operation, maintenance 

and tolling PPP projects for operation and maintenance of state highways with a concession period of 

9–12 years. Eight ADB-financed roads (under MPSRP—I and II) were awarded under operation, 
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  In Odisha, allocations of road maintenance funds increased from ₹820 million in FY2012 to ₹1,180 million in FY2015. 
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maintenance and tolling contracts but the toll is collected only from commercial vehicles, since these 

cause the most damage to the roads. Madhya Pradesh RDC has created a separate division for road 

maintenance. A state highway fund has also been created for the development and maintenance of 

state highways, which along with budgetary allocations provides the requisite amount of funds for 

maintenance. Moreover, for maintenance of projects after the defect liability period, performance- 

based maintenance contracts are being awarded for non-tolled roads. With regard to the maintenance 

of rural roads, which are the responsibility of the Madhya Pradesh Rural Roads Development Authority, 

an evaluation of the budgetary allocations (through state budget, the Mandi Board, and the Central 

Finance Commission) and expenditure from FY2011 to FY2015 indicates that budgetary allocations 

have increased at a compound annual growth rate of 30% with an allocation of ͅ₹4.11 billion in FY2015. 

The utilization of the allocated funds has generally been high (in the range of 70%–100%) and the 

estimated expenditure on maintenance is expected to rise to ₹25 billion per annum by 2026.  

 

69. Although performance-based maintenance contracts are good for the sustainability of roads, 

another important consideration is the capacity and interest of the contractors in executing 

maintenance projects. It has been observed in states such as Uttarakhand that the capacity of local 

contractors is low and that outside agencies are not willing to bid for works in the state. Transportation 

of equipment is also another issue in hilly states, making the work significantly more difficult for 

contractors. However, in states such as Madhya Pradesh, the capacity of local contractors has improved 

over the years through their involvement as subcontractors in ADB-funded projects. In addtion, some 

performance-based maintenance contracts were for 3 years, whereas it is preferable for them to be at 

least for 5 years and to include periodic maintenance. In states like Uttarakhand, performance-based 

maintenance contracts were not successful, with contractors exiting midway from the contracts citing 

low returns. Moreover, it was also understood that the skills and approach needed for maintenance 

activities is very different from those needed for construction activities and this is another reason for 

the failure of bundled maintenance and construction contracts in Uttarakhand. 

 

70. ADB-supported states have been strengthened to enable better financial management for road 

assets. Maintenance of roads is the responsibility of the states, but it is crucial that they have the 

necessary budgetary allocations and that they spend these allocations to maintain the assets that have 

been created. An analysis of allocations and expenditures carried out by the evaluation mission on road 

maintenance yielded the following observations: (i) the budget allocations for road maintenance have 

been increased, but (ii) actual maintenance expenditure for these years is less than the budgetary 

allocation.  

 

71. In a discussion with the Ministry of Rural Development, the CAPE mission found that states 

such as Chhattisgarh, Gujarat, Jharkhand, Karnataka, Madhya Pradesh, and Maharashtra used over 

95% of their budgeted funds for the maintenance of rural roads, while Assam, Bihar, Odisha, and 

Rajasthan used only 60%–70% of the allocation. This can be attributed to the lack of institutional 

capacity in implementing agencies and local construction industry. The other reason for the lower 

utilization of such funds is that they were released late in the financial year and hence could not be 

spent. It was also mentioned that, while Chhattisgarh has been performing well over the years, 

Jharkhand (which was previously lagging behind) has shown a significant improvement over the last 2 

years. 

 

72. Without regular maintenance, road conditions deteriorate, preventing the realization of longer-

term impacts of road improvements, such as increased agricultural production, growth in school 

enrollment, and improved accessibility to services. While the focus of the national government in 

schemes like the PMGSY was primarily towards creation of infrastructure, there has been renewed 

focus towards maintenance of these assets in recent years. Some of the initiatives of the MoRD in this 

regard include publication of: (i) a Guidance Note for States on Policy on Maintenance on Rural Roads, 

and a Policy Framework for the Maintenance of Rural Roads (2014)—suggesting policy actions to 

ensure government commitment, adequate funding, institutional reforms, implementation efficiency; 
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and (ii) a Guidance Note for States and a Handbook for Managing Maintenance of Rural Roads 

(2014)—recommending types of maintenance, maintenance management principles and 

implementation arrangements. Subsequently, nine states have also developed their own rural roads 

maintenance policies.
54

 Moreover, under the PMGSY scheme, it is mandatory for all projects to have a 

bundled maintenance contract for a period of 5 years. While the impact of capacity building technical 

assistance was usually related to ADB project implementation, there are cases where the enhanced 

capacity and best practices have impacted non-ADB projects as well and assisted in sustainable 

transport sector development. 

 

73. Capacity building by the MoRD helped the state rural roads development agencies in Bihar, 

Himachal Pradesh, Jharkhand, Meghalaya, Punjab, Rajasthan, Uttar Pradesh and Uttarakhand formulate 

annual road maintenance plans in accordance with their maintenance policies. In Madhya Pradesh, as 

part of ADB-funded TA, Madhya Pradesh public works department’s efficiency in road maintenance was 

improved by the introduction of a road asset management system. Organizations such as the Madhya 

Pradesh road development corporation (RDC) have a road asset management system and even have a 

separate department for road maintenance. Organizations in other ADB-supported states, such as the 

Bihar State RDC, have been strengthened to improve their management and maintenance of road 

assets, resulting in overall capacity development across the target states. 

 

5.  Development Impacts 

 

74. The development impact of the transport portfolio is assessed satisfactory. The transport sector 

results framework for the CPS, 2013–2017 is summarized in Table 9. For the study period, there was a 

high level of support for road subsector connectivity, including links to neighboring countries, but 

support for rail and urban transport has been limited to a few projects. A progress report monitoring 

progress against sector outcome indicators in the CPS has not yet been made available. Since no rail or 

urban projects have been completed in the review period, this assessment is based on results from 

roads. Impacts are divided into two groups, (i) state and national highways, and (ii) rural roads.  

 

Table 11: Transport Sector Results Framework Country Partnership Strategy, 2013–2017 

Government Objectives 

Sector Outcomes that ADB 

Contributes to and Indicators ADB Areas of Intervention 

Universalization of rural connectivity 

 

Increased, more efficient, and 

sustainable movement of people 

and goods 

Permanent way infrastructure 

(track and signaling), national 

roads, state roads, district and 

rural roads, ports, public 

transport, urban transport 

planning and reforms, PPPs, and 

multimodal transport facilities 

 100% of villages (with populations 

>1,000) have access to all-weather 

roads by 2017 (2000 baseline: 90%) 

 

 Road freight traffic increased to 1.8 

trillion ton-km in 2016 (2011 

baseline: 1.2 trillion ton-km) 

 

 Road pass-km increased to 11.4 

trillion in 2016 (2011 baseline: 7.4 

trillion passenger-km) 

 

Development of state core networks 

 

Modal share of public transport 

increased to 50% in 2017 (2008 

baseline: 27%)  

 

Strengthening of urban mass 

transit, including highways, metro 
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Government Objectives 

Sector Outcomes that ADB 

Contributes to and Indicators ADB Areas of Intervention 

rail, electric buses, and trams in 

underserved urban centers 

Improvement of connectivity within 

India and of the northeast region—

through rail, road, air and with the 

neighboring countries 

Border crossing time in at least two 

checkpoints along SASEC corridors 

reduced by 20% by 2017 (2012 

baseline: 3–4 days). 

 

Expansion of rail infrastructure 

 

Railway freight traffic increased to 

927 billion ton-km in 2016 (2011 

baseline: 640 billion ton-km). 

 

 Railway pass-km increased to 1,760 

billion in 2016 (2011 baseline: 1,062 

billion passenger-km). 

 

Target expenditure for physical transport-related infrastructures is $2.275 million or 33.2% of 2013–2015 

lending. 

ADB = Asian Development Bank, km = kilometer, PPP = public–private partnership. 

Source: ADB. 2013. Country Partnership Strategy: India, 2013–2017. Manila. 

 

75. National, state, and rural roads. Given the positive progress in most state highway projects, this 

assessment finds that the likelihood of substantial positive impacts when they are completed is strong.  

 

76. State and national roads are the main arteries of the country and positive macroeconomic 

impacts from lower travel costs and increased time savings can be expected. Two PCRs are available: 

one for the single national road completed in the review period, the National Highway Corridor (Sector) 

1 – Supplementary, and one for the MPSRP II. 

 

77. The following impacts were established in the PCR of the National Highway Corridor (Sector) 1 

Project. Upon project completion, vehicle operating costs (VOCs) had been reduced by about 43%, with 

VOC savings per vehicle-km of ₹0.8 for two-wheelers, ₹3.1 for cars and jeeps, ₹12.6 for buses, ₹11.7 

for regular trucks, and ₹14.1 for heavy trucks. The savings in average travel time for a whole journey 

were about 4.5 hours for car and jeep passengers and 5.5 hours for bus passengers. This has resulted in 

savings for transport users. Some 28,518 person-months of inputs from local workers were used in the 

construction, while the actual average income of local residents increased by at least two times. The 

price of the land along the project highway has increased by about five times and about 685 full-time 

staff currently work at the 11 toll plazas. A large number of roadside businesses have also been 

established or expanded, providing significant working opportunities to the local population, especially 

the poor. The project has improved connectivity for rural areas and poor residents, although public 

transport services could be improved further. The upgraded highway corridor provides opportunities 

for further economic, industrial, and commercial development, potentially leading to increased 

employment in the future. 

 

78. Between 2003 and 2015, the projected average annual growth rates in the project corridor 

were 7% for passenger vehicles and 5% for goods vehicles. Actual growth during 2003–2014 was 7.7% 

for passenger vehicles, but only 1.3% for goods vehicles. Nevertheless, completion of the east–west 

corridor beyond the project corridor will lead to a further increase in traffic growth. The direct 

contribution of the road transport sector to the gross state domestic product was projected to be an  

increase of 1% by 2015 (baseline in FY2006 at current prices): the actual results are 3% in Rajasthan 

and Madhya Pradesh, and 4% in Uttar Pradesh). It is unclear, however, how this was calculated. The 

number of traffic fatalities in the project corridor in 2012 was not expected to exceed pre-project level 

(308 fatalities in 2001). In the event 221 fatalities occurred, meaning the target was easily achieved. A 

reduction in overall road accident costs may not be clear-cut savings since the increased speed of traffic 

on better roads may lead to more severe accidents. 
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79. In MPSRP II, the actual traffic growth rate was 9.4%, compared with 7.4% predicted at 

appraisal. Since the project cost was slightly lower than expected ($387 million compared with $400 

million) the EIRR was higher (29.70% compared with 26.2%). At appraisal, most of project roads were 

3.5 meters in width and in poor condition. Upon completion, 25 state roads totaling 1,698.6 km had 

been rehabilitated or reconstructed. The roads were widened to 5.5–7.0 meters and observed to be of 

good quality, with IRIs ranging between1.5 and 2.2, a significant improvement from figures of 3.5–7.0. 

The average vehicle speeds on the project roads increased from 25 km–30 km/hour before the project 

to 30–60 km/hour after the project. The improvement to the project roads has led to a substantial 

reduction in vehicle traveling time and transport costs for both passengers and freight. According to 

the surveys after project completion, the average vehicle traveling time was reduced by about 52%, 

compared with an anticipated average improvement of 25% at appraisal. The VOC was reduced by 

about 36% after the project. The project has improved connectivity in project areas, leading to local 

socioeconomic development. Madhya Pradesh has experienced rapid economic development, with 

actual gross state domestic product annual growth rates of 9.23% in FY2006 and 9% in FY2010. Not all 

of this growth, however, may necessarily be attributable to the project. 

 

80. Rural road projects have direct positive impacts on the livelihoods of affected communities. 

Overall, the benefits of better roads to the livelihoods of rural people are substantial. PCRs are available 

for the RRSIP, subprojects 2, and 4 but the reduction in poverty rates and other social indicators could 

not be measured for lack of data. Other measures such as school grades achieved and frequency of 

visits to clinics which were used instead showed some improvement, varying slightly by state. Post 

completion survey results indicate that there was an improvement in accessibility. In Nimidha village in 

West Bengal, it used to take two hours to reach a main road, now this can be achieved in 20 minutes 

by motorcycle. Villagers in Bargarh District, Odisha, reported that the 9 km journey to the nearest town 

would take 3 hours before the road improvements, now it can be managed in 45 minutes by bicycle. 

The upgraded roads also led to more frequent visits to and from health workers, teachers and 

agricultural extension officers. Public transport had also improved. In a sample in Odisha, services 

increased by 100% for buses and 175% for other vehicles. There was a surge in the use of motorcycles 

(mainly ridden by men). Students mostly used bicycles to go to school and some female health workers 

started using mopeds. 

 

81. In RRSIP, subproject 4, socioeconomic survey results show that better access to markets has led 

to a 50% average increase in income levels (in the sample habitations) and a 35% rise in per capita 

monthly expenditure. Additional income has been spent mainly on motorcycles, agricultural equipment 

and personal electronics, especially cellphones. Savings levels have also increased, although no figures 

were available to substantiate this. Employment was generated by construction works and increases in 

the number of people attending school and clinics. Services offered by agricultural extension officers 

grew fivefold and resulted in farmers using more scientific approaches such as crop diversification, and 

the use of fertilizers and pesticides. Land prices per hectare increased by five times in locations with 

improved connectivity. Women could now travel by bus or taxi to market centers and some children 

used bicycles to get to school. 

 

82. Project impact surveys by the CAPE study. Of the seven completed state and rural development 

projects, the CAPE team carried out two beneficiary surveys for the Rural Roads Sector II Investment 

Program – Tranche 2 and 4 (Linked Document 16 and 17), and a resettlement impact survey for the 

Bihar State Highways Project.  

 

83. PMGSY envisages consolidating the existing rural road network to improve its overall efficiency 

as a provider of transportation services for people, goods and services. It aims to upgrade existing rural 

roads based on their economic potential and their role in facilitating the growth of rural market centers 

and rural hubs. The development of growth centers and rural hubs is critical to the overall strategy of 

facilitating poverty alleviation through the creation of rural infrastructure. Growth centers and/or rural 
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hubs would provide markets, banking and other service facilities, enabling the creation of self-

employment and livelihood opportunities on an ongoing basis.
55

  

 

84. The surveys undertaken for the CAPE indicate that ADB support for rural roads in lagging states 

have enhanced inclusiveness by improving connectivity to and from remote habitations. In Assam, the 

beneficiary survey for the rural road project was more rigorous than the other two as it established 

control groups to produce a “with project” and “without project” picture of the benefits generated by 

the project. The data show improved access to various places and time savings that are higher in 

project villages than in the control villages. Although the household income level of the project villages 

improved by more than the control villages, agricultural production and sales were lower than in the 

control villages. This could be a result of the diversification of economic activities caused by increased 

opportunities for entrepreneurship and employment generated by the infrastructure. Improved access 

to the external world has also increased dependency on the market economy for local people, with a 

gradual shift from a lifestyle based on self-sufficiency. 

 

85. Environmental safeguards. India’s environmental and labor laws are very comprehensive and 

there is a rough equivalence between ADB policies and the legal framework in India. In general, 

environmental safeguards were properly designed and implemented. There were a number of good 

practices. MPRDC has a dedicated environmental and social cell to monitor the implementation of 

environmental management plans. Subsequent review missions reported that corrective actions 

previously agreed had been adequately addressed and at project completion the Madhya Pradesh State 

Roads Sector Project was reported to have complied with all environmental covenants stipulated in the 

loan agreement. Under the RRSIP, the projects in Orissa and West Bengal carried out regular 

environmental monitoring and project implementation consultants in these two states were well aware 

of environmental safeguards. Subsequent field visits to Orissa, Assam and Madhya Pradesh during the 

implementation of RRSIP noted a significant improvement in environmental performance in terms of 

compliance with the environmental management plan. In West Bengal, also during the implementation 

of the RRSIP, the review mission reported that the project implementation unit site inspector 

maintained an environment and social safeguards register that documented all the issues faced and the 

follow-up actions taken. The construction site was well maintained with adequate sanitation facilities. 

Furthermore, more environmentally appropriate bitumen emulsion was used instead of conventional 

bitumen. 

 

86. Some concerns with safeguard implementation have been raised during project 

implementation. Parties involved in the project—ADB, the project implementation unit, and state 

governments—have agreed on an action plan that focuses on areas requiring immediate attention and 

strengthening. Levels of improvement vary among different projects. Some issues were raised in back-

to-office reports and during the field mission of the evaluation study.
56
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 Program Guidelines for PMGSY II, August 2013. 

56
Examples of the issues are as follows. (i) Reporting and monitoring. Projects review missions for Uttarakhand State Road, 

National Highway Corridor, the RRSIP, the Bihar State Highway, and the North Eastern State Roads Investment Program. 

Review missions for these projects all recognized the need to streamline monitoring and reporting, due in part to (a) frequent 

replacement of staff (Chhattisgarh and RRSIP); (b) infrequent visits by PMU’s environment specialists (Uttarakhand and 

National Highway Corridor Project); and (c) inexperienced staff (North Eastern State Roads). The unfamiliarity of contractors 

and some consultants with the requirements of ADB and the government and/or inadequate supervision led to some lapses in 

the implementation of environmental safeguards, such as campsite housekeeping and safety arrangements and occupational 

and health issues, (ii) Housekeeping and occupational and safety concerns. Specific issues relating to the camp’s site 

management and pollution included: disposal of bituminous and construction debris, proper general cleanliness of campsites, 

inadequate facilities at laborers’ quarters, including ventilation, water supply, sanitation arrangements, and mosquito nets. 

Project review missions for the Railway Sector Investment Program reported the condition of worker camps as dismal and 

compelled contractors to demolish the camps and to provide suitable offsite housing or to construct suitable structures within 

the premises. Safety concerns included: lack of or non-wearing of personal protective equipment inside the worksite; 

inadequate warning signs; traffic safety including vehicles without alarms and light blinkers, inadequate fire fighting 

equipment, and lack of separation between community and work areas. (iii) Delays. There were reported delays in securing 

regulatory permits, limited replantation efforts and instances where follow-up maintenance such as watering and fencing of 
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87. The action plan included (i) increased frequency of site visits by field experts from project 

management units and construction supervision companies; (ii) streamlined reporting mechanisms; (iii) 

provision of training to enhance capacity of project staff; (iv) engagement of experienced staff to 

conduct regular monitoring at construction camp sites and along road sections; (v) disallowing the use 

of equipment without valid consents to operate and sourcing of materials only for statutorily approved 

quarries, borrow areas, and construction plants; and (vi) periodic environmental safeguards reviews at 

the resident mission. 

 

88. Social safeguards. The ADB Safeguard Policy Statement mandates that affected persons 

without titles and/or recognizable legal rights to land are eligible for resettlement assistance and 

compensation for loss of non-land assets. ADB policies also mandate compensation on the basis of 

replacement cost which considers: (i) fair market value; (ii) transaction costs; (iii) interest accrued; (iv) 

transitional and restoration costs; and (v) other applicable payments, if any. To ensure compensation at 

replacement cost, discussions with state officials, such as those in Bihar and Uttarakhand, revealed that 

compensation had recently increased substantially, which had led to an increase in the willingness of 

affected persons handing over land for public use. Some states, such as Assam, have pioneered good 

practices, as in the case of North Eastern State Roads Investment Program, where an independent 

valuer has been appointed. The assessment of the value by the revenue department is vetted by the 

valuer, who may adjust the valuation. Other states need to follow suit to ensure the achievement of 

replacement value. 

 

89. In some cases, there were delays in land acquisition and payment of compensation to the 

affected persons. There have been instances when they had not received compensation prior to the 

commencement of the project on the acquired land. Reasons for the delay include: (i) pending 

payments of revenue taxes and/or lack of land records that are required to be submitted by the 

affected persons; (ii) disputes among co-owners of affected joint property holdings; (iii) pending 

approval of compensation amounts by the land acquisition officers; (iv) pending court cases of land to 

be acquired; (v) pending approval of payment of compensation for non-land assets of non-titled 

affected persons without below poverty line (BPL) cards (vi) disputes over ownership between private 

parties and the government; (vii) changes in land patterns not recorded in revenue records, so that 

affected persons were contesting compensation based on lower grade land types.  

 

90. For the consultation with affected persons, the program guidelines of PMGSY-II as well as 

Community Participation Framework of ADB for Rural Connectivity Investment Program (RCIP) specify 

that project implementation units with the help of Gram Panchayats shall consult with the local 

community in order to identify the most suitable alignment, resolve land availability issues and elicit the 

necessary community participation in the program through formal “transect walks.” The IED mission 

was informed of the successful implementation of these practices during project preparation by 

MPRRDA for PMGSY projects. 

 

6.  Overall assessment. 

 

91. The overall performance of the transport sector portfolio of loan and grant projects and TA 

operations is rated successful. ADB intervention is assessed as relevant, effective, likely sustainable and 

satisfactory in impact, but less than efficient as a result of delays. Table 12 shows the consolidated 

ratings. 

  

                                                                                                                                                       
seedlings were not undertaken due to lack of funds. In Assam, under the RRSIP some old trees were cut down without the 

MOUs. 
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Table 12: Sector Overall Performance Rating 

Rating Criteria Criteria Weight Assessment Score Weighted Average Score 

Relevance  0.2 Relevant 2 0.4 

Efficiency 0.2 Less than efficient 1 0.2 

Effectiveness 0.2 Effective 2 0.4 

Sustainability 0.2 Likely sustainable 2 0.4 

Development Impacts 0.2 Satisfactory 2 0.4 

Overall assessment 1.0 Successful  1.8 

 Source: Asian Development Bank Independent Evaluation Department. 

 

F. Thematic Discussion  

 

1. Inclusion and Lagging States 

 

92. Since 2007, ADB has had a strong focus on rehabilitating roads in northern and eastern India 

with a distinct focus on low-income states (Bihar, Chhattisgarh, Jharkhand, Madhya Pradesh, Odisha, 

Rajasthan, Uttar Pradesh and West Bengal) as well as special category states, which in addition to 

having a low-income have adverse physical geography, sparse terrain and special socioeconomic 

development parameters (Assam, Manipur, Meghalaya, Mizoram, Sikkim, Tripura, and Uttarakhand). 

Some states not categorized as either low-income or special category also received ADB support 

(Andhra Pradesh, Maharashtra, and Karnataka) through subprojects 1 and 2 of the Railway Sector 

Investment Program. In addition, Karnataka was a recipient of a state highways improvement project.
57

  

 

93. Shares of loans directed at low-income states were at 76.8% for the period 2007–2008 and 

78.4% for the period 2009–2012 (Table 13 and Figure 3). This declined in the third period, 2013–2015, 

to just 61.7% due to the inclusion of national and state roads in Manipur under the Subregional 

Economic Cooperation Road Connectivity Investment Program, state roads in Assam Meghalaya and 

Sikkim under the Northeastern State Roads Investment Project, state roads in Uttarakhand and an 

emergency assistance loan also in Uttarakhand. Low-income states continued to receive assistance for 

rural roads and railways.  

 

Table 13: ADB Loans to the Transport Sector by State Category, 2007–2015 

 

2007–2008   2009–2012   2013–2015   Total 

Category 

Amount 

($ million) % 

 

Amount 

($ million) % 

 

Amount 

($ million) % 

 

Amount 

($ million) % 

LIS 873.7 76.8 

 

2,132.6 78.4 

 

1,343.5 61.7 

 

4,349.8 72.1 

SCS 264 23.2 

 

192.0 7.1 

 

766.8 35.2 

 

1,222.8 20.3 

Others 0.0 0.0 

 

394.5 14.5 

 

68.9 3.2 

 

463.3 7.7 

 Total 1,137.7 100.0 

 

2,719.0 100.0 

 

2,179.2 100.0 

 

6,035.9 100.0 

LIS = low-income state, SCS = special category state. 

Source: Asian Development Bank database. 
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 ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 

Grant to India for the Karnataka State Highways Improvement. Manila. 
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Figure 3: Distribution of Loans to the Transport Sector by State Category, 2007–2015 

  Total Transport National Roads 

  

 

State Roads 

 

Rural Roads 

  

Railways 

 

LIS = low-income states, SCS - special category states 

Source: Asian Development Bank database. 

 

 

Figure 4: Distribution of Technical Assistance by State Category, 2007–2015 (%) 

 

LIS = low-income states, SCS = special category states. 

Source: Asian Development Bank database. 
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94. In 2007–2008, all TA projects were in low-income states. The distribution was more even in 

succeeding years with low-income states and other states receiving over 40% of the TA projects in 

2009–2012 and 2013–2015 and special category states receiving 17.8% in 2009–2012 and 15.3% in 

2014–2015.  

 

2.  Environmentally Sustainable Growth 

 

95. The government’s strategy for urbanization includes ensuring affordable public transport and 

the creation of a clean and healthy environment in its cities. Rapid industrial and commercial 

development in Jaipur, for example, has resulted in a steep rise in travel demand, but the existing 

public transport infrastructure is inadequate in terms of capacity and service. The booming economy 

means that passengers are shifting to private modes of transport, as can be seen from the rise in 

vehicle ownership, aggravating congestion and pollution. Public transport accounted for only 19% of 

journeys in 2009—one of the lowest percentages in cities with more than 3 million inhabitants in India. 

An example of the positive contribution of ADB safeguard staff can be seen in the Jaipur Metro Rail 

Line Project, Phase B (footnote 22). This line will run under the famous historical pink city of Jaipur and 

could affect important heritage structures. In particular, there is concern that the alignment runs 

directly under the Chandpole Gate and ground settlement during tunneling operations is a possibility. 

ADB organized a training workshop on the environmental safeguard requirements for this 

environmental category A project in which heritage expert consultants participated. Modeling 

simulations were carried out on the expected vibration impacts. Ground-penetrating radar, tilt and 

crack meters will be used during construction to monitor the impact on the heritage structures. 

 

96. A TA project
58

 is being implemented in the remote city of Aizawl in Mizoram State to find ways 

to improve safety and reduce pollution at relatively low cost. Demand control measures are being 

examined, such as traffic management control of public parking spaces and pre-feasibility studies of 

eco-friendly alternative transport systems. Financing scheme options will be provided. 

 

97. A TA project
59

 was approved in 2011 to assist the Ministry of Railways in preparing documents 

and studies to enable it to apply for funds from the United Nations Framework on Climate Change 

Convention as a “nationally appropriate mitigation actions project.” This was intended to enhance the 

railway sector investment program as a Clean Development Mechanism. The initiative hit an 

unexpected obstacle
60

 when the European Union decided to purchase certified emission reduction 

credits only from least developed countries, triggering a drop in carbon prices. A possible shift from 

Clean Development Mechanism (CDM) to nationally appropriate mitigation action (NAMA) is currently 

being pursued. NAMA is a new mechanism for climate change mitigation that is more flexible than 

CDM. However, under NAMA the railway sector as a whole will need to be covered. The core benefits 

of switching to NAMA would be potential access to a broader source of finance, as Indian Railways 

would have to put all its eligible projects in the rail sector in one basket. By doing this it will be able to 

capture far more emission reductions with less transaction costs than under the CDM approach. 

 

98. In the railways, the rationale was to switch goods traffic from road to rail with potential long-

term energy savings. By contrast, climate change initiatives were rarely found in the road sector.  The 

focus in the road sector was to minimize the impact of climate change through better engineering 

design that anticipated frequent flood incidents and by adopting a “green highway,” approach 

whereby vegetation would be used to combat erosion.   
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  ADB. 2014. Technical Assistance to India for Supporting Sustainable Urban Transport in Aizawl City. Manila. 
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  ADB. 2011. Technical Assistance to India for Enhancing Readiness of the Railway Sector Investment Program as a Clean 

Development Mechanism Project. Manila. 

60
  Back-to-office-report, 3 August 2013. 
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 3.  Regional Cooperation  

 

99. Transport projects covering cross-border cooperation were aimed at promoting regional 

tourism initiatives, intercountry connectivity, and enhanced trade and logistics facilitation. Despite 

recent rapid growth in South Asia, only 2% of total trade is intraregional, compared with 25% in the 

Southeast Asia region. Tourism is also hindered by inadequate intercountry infrastructure (border posts, 

visa issuance, and border infrastructure), and destination infrastructure (water, sanitation and solid 

waste disposal). The tourism sites are often weakly managed and “last mile” connectivity and facilities 

at sites are frequently poor, deterring visitors. There are also few PPPs and insufficient involvement of 

local communities, which could benefit from tourism through additional jobs and revenue. Typically, 

intercountry negotiations are protracted and, as one client pointed out, ADB’s strength is that it can 

play a facilitating role when there are bottlenecks, since it may be involved with financial assistance to 

several countries in the region. In the South Asia Tourism Infrastructure Development Project,
61

 loans 

and grants were made to Bangladesh, India and Nepal from ADB, supplemented by funds from 

Organization of Petroleum Exporting Countries (Fund for International Development) OPEC.  

 

100. Separately, a multitranche financing facility is underway, improving 500 km of roads in the 

North Bengal and the northeastern region of India SASEC Road Connectivity Project.
62

 This includes 

tackling congested stretches of road serving the international border crossings to Bhutan, Bangladesh, 

Myanmar and Nepal. A further project is the Transport, Trade Facilitation and Logistics Project.
63

 Work 

is slow as some road sections had to be dropped from due to insurgency activities. A major lesson from 

these ongoing activities is the importance of good and frequent communication in a situation where 

there are many stakeholders and national sensitivities. 

 

4. Knowledge Solutions and Innovation 

 

101. TA was provided in deploying information and communication technology to support e-

governance in the state of Assam.
64

 The expansion of e-governance (provision of government services 

by electric media) and e-rural projects (providing low-cost internet connections) requires the 

development of last-mile connectivity between end-users and the Assam State Area Wide Network, a 

backbone network for connectivity. The TA provided advice on cost-efficient technology options. A 

number of other states are investigating the use of e-procurement. 

 

102. After Uttarakhand State introduced e-procurement through the first state road investment 

project (footnote 29) the number of biddings increased and procurement was expedited.  

 

103. As part of the Uttarakhand disaster recovery initiative following the 2013 flooding disaster, a 

management information system (MIS) was developed for efficient and effective management of 

projects under the program. The MIS, which is hosted online and accessible to the general public, 

ensures greater transparency and makes data available to all the stakeholders in real time, enabling 

efficient execution of projects. The number of requests for information have been negligible for the 

project because of the increased transparency. The system reinforces the trust of the general 

population in the efforts of the government and multilateral funding agencies in rehabilitating and 

restoring damaged assets in the state. Staff visiting sites had to submit photos during their visit to 

show construction progress. A further advantage was that this was also evidence that a supervisory 
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visit had been made. While this was not developed using ADB funds, the concept could be utilized in 

other projects.
65

 

 

104. In Madhya Pradesh, ADB has supported the establishment of a road accident response 

system.
66

 The TA was successfully completed in September 2014 and resulted in the setting up of a 

statewide accident response system funded by the government. An 18-seat control center was set up 

for a trial run on a continuous basis and network and video-feed connectivity at toll plazas was enabled. 

Over 700 ambulances are to be connected to the system (Figure 5). 

 

Figure 5: Madhya Pradesh Accident Response System 

 

Source: Government of India. 

 5. Financial Modality  

 

105. Of the 29 transport sector sovereign loan projects, 15 (51.7%) were part of MFFs. MFFs are a 

flexible financing instrument that enables ADB to provide assistance programmatically by aligning the 

provision of financing with project readiness and the long-term needs of the client. The MFF facilitates 

long-term partnerships between ADB and its clients, and provides opportunities for constructive 

dialogue on physical investments as well as nonphysical (thematic and sector) interventions. An MFF 

helps provide critical mass, predictability, and continuity to clients. It is very suitable for programs 

consisting of similar road projects, upgrading largely on existing alignments. The IED mission found 

that the clients regarded the instrument as highly flexible; where many small projects were involved, 

they could be interchanged between tranches according to circumstances. Delivery of projects was also 

enhanced because appraisal was easier and the risk of interruptions between projects was lessened 

considerably. There is also a railway MFF, which is behind schedule but not because of the nature of 

the financial instrument.  

 

 6. Gender 
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106. Strategy 2020 identifies “drivers of change”: developing the private sector, encouraging good 

governance, supporting gender equity, helping developing countries gain knowledge, and expanding 

partnerships. More than 75% of transport projects to India have gender elements as a themes. 

 

107. Madhya Pradesh Road Development Corporation Limited indicated that it paid more attention 

to gender issues because of ADB’s involvement. The Madhya Pradesh District Connectivity Sector 

(footnote 50) contained some gender-sensitive features, including road safety improvements, giving 

preference to employing local women in project works, equal pay for men and women for the same 

work, appointing a social and gender focal person at Madhya Pradesh Road Development Corporation 

(RDC), building the capacity of Madhya Pradesh RDC staff for gender-inclusive design, and 

mainstreaming gender in project preparation, road construction and maintenance. 

 

108. In the Prime Minister’s Rural Roads Program Pradhan Mantri Gram Sadak Yojana (PMGSY) 

program, an impact assessment study revealed that program villages experienced a 100% increase in 

visits by buses and women were the main beneficiaries of this increase.
67

 The program also contributed 

to improved access to maternal and child health care services. Parents are more comfortable about 

sending their daughters to school unescorted. Although most projects referred to gender in their RRPs, 

the Rural Connectivity Investment Program projects developed gender action plans that reported 

progress on a quarterly basis. For tranche 1, the percentage of female workers in relation to the total 

construction workforce was monitored and found to be 33%. In road maintenance, tree planting and 

the prevention of shoulder erosion the target was 33%, but only 4% was attained initially. Only 15% of 

women were involved in road safety awareness discussions as opposed to a target of 30%. Although 

157 grievance redress committees were set up, only 14 had 30% or more female members.  The 

percentage of women in the community involved in discussions about the project and the design and 

implementation process was 30%.
68

  

 

109. Similar gender action plans were instituted in Bihar. As was pointed out in Bihar States 

Highway II Project, gender mainstreaming is not about establishing separate programs for women, but 

about including gender issues as part of the project design. In Bihar State the maternal mortality ratio 

is 32% worse than the national average and the female literacy rate is 39% worse.
69

  The main thrust of 

gender sensitization is on awareness of HIV/AIDS, road safety, child labor, violence against women, and 

the potential for participation in loan activities through community-based organizations. Although 

progress in expanding the role of women in these male-dominated communities may seem slow, the 

very fact that it is documented and measured helps bring awareness to these conservative communities. 

Typical challenges are the low turnout in workshop and awareness campaigns and the apathy of 

contractors to employ women workers. 

 

G. Other Evaluations 

 

 1.  ADB Performance 

 

110. ADB performance is assessed satisfactory. ADB performance was sound; according to 

discussions with executing agencies and government officials, staff are generally professional, 

responsive to client needs and in most cases build a good rapport with the clients. There is a strong 

adherence by clients to ADB policies except for safeguard compliance, which was weaker. Some 

executing agencies believed “a little more flexibility” would be good, given that there are differences 

between the Indian government requirements and those of ADB. The overall implementation of 

environmental safeguards (especially those concerned with occupational, health and safety issues, 

issues pertaining to construction camp’s site management, and pollution concerns) varied considerably 
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across ADB-financed projects, with some having satisfactory conditions and others having conditions 

described as dismal in back-to-office reports (Railway Sector Investment Program). In the Jharkhand 

State Roads Project, a range of noncompliance issues from spillage of bitumen, inadequate firefighting 

equipment to poorly regulated traffic management at the construction site have been raised. 

 

111. The quality of supervisory missions was generally thorough in that they covered all the issues, 

but some clients thought the missions could have been more frequent. There was a tendency to rely 

heavily on local supervisory consultants, who did not always perform with the professionalism expected. 

One implementing agency informed the IED mission that there was too much emphasis placed on 

disbursements and implementation progress (because that is an important measure of how ADB staff 

performance is assessed). The World Bank had dispatched an operations specialist to live in the area 

until the project was complete. This enhanced coordination could mean that safeguard issues problems 

could be resolved immediately. Liaison with other development agencies was generally informal, on an 

as needs basis, but is satisfactory according to the correspondence the team studied and comments 

from the World Bank representative in Dehradun. Technical assistance from ADB is much appreciated, 

but it was observed that the results from ADB projects were not well reported or shared. Project results 

frameworks could also be improved (see previous comments under relevance and development impact). 

 

112. Under the Uttarakhand Emergency Assistance Project, ADB had to rehabilitate 600 km of road 

it had already financed in previous ADB projects. This begs the question as to how thorough the risk 

analysis was and the risks of a similar future disaster occurring in future. The implementing agency and 

the Secretary to the government of Uttarakhand were positive about the assistance of ADB and 

especially the technical assistance associated with the project.  

 

 2. Borrower’s Performance 

 

113. The borrower’s performance is assessed satisfactory. The government has shown considerable 

commitment to the activities and projects financed by ADB and there have been few problems in the 

availability of counterpart funds. The central government through the Department of Economic Affairs 

(DEA) keeps a careful watch on its aid partners and manages the process tightly; it leaves no doubt as 

to who is in charge of the aid allocations and ensures that duplication does not occur. It also clarifies 

its policy in the tripartite portfolio meetings, which are invaluable for monitoring project progress and 

identifying problem areas. For example, in the tripartite meeting held at the end of January 2016, the 

DEA advised executing agencies to refrain from seeking extensions of loans and emphasized the 

importance of adhering to the original timelines envisaged during loan approvals. It remarked that ADB 

should take an objective view of the cancellation of surplus loan savings and consider the 

appropriateness of loan cancellations in its mission aide-memoires. DEA was of the opinion that in the 

case of nonperforming projects, the remedy was to go for loan cancellation if numerous missions failed 

to resolve implementation issues. 

 

114. Implementing agencies for the most part have dedicated staff making a sincere effort often in 

difficult circumstances, i.e., with insufficient staff and other resources. There are few problems with 

adherence to loan covenants. A development planning unit was to have been set up in Dehradun in 

2008 (a mandatory requirement), but it has still not been established. Consequently, any data collected, 

such as traffic count figures, number of staff trained and condition of roads have not been utilized, in 

the absence of a planning function. Some figures were also incorrect.
70

 In the view of staff at public 

works departments, ADB could have been more proactive in insisting that proper monitoring 

arrangements were in place. However, while all agencies acknowledge the importance of ADB’s 

safeguard policies, compliance with them could be improved. In the railways, for example, one 

manager indicated that there is not yet an embedded organizational mindset accepting the validity of 
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these policies. Contractors do not understand that ADB requirements are higher than the norms they 

are used to and trying to get decent conditions for workers onsite is an uphill battle. 

 

H. Lessons and Suggestions    

 

115. This largely road-based transport program has been diligently pursued, applied mainly to 

lagging states, and has been satisfactory. The program is relevant since it targets a national priority, the 

state and rural road backlogs, while at the same time improving the institutional capacity of the 

executing agencies. It is effective because there is a rolling program of projects, including some 

completed projects and some in advanced stages of implementation, albeit in some cases falling short 

of the target dates. The development impact of state roads is improved travel times, smoother rides 

and lower vehicle operating costs. For rural roads, the main impacts are improvements in accessibility 

and in livelihoods.  

 

116. Diversity and service-oriented. While it is accepted that roads and highways are important, ADB 

could strive for more diversity of projects in the portfolio. With 91% of the transport portfolio (by 

value) focused on roads, there is room for more urban and railway projects to be considered. The 

railway projects have the potential to shift freight travel from road to rail, thus reducing environmental 

harm. Urban projects are often complex and here ADB can bring to bear many of the skills necessary for 

such projects, which would also offer opportunities for reducing vehicle emissions. In the road sector, 

the impacts of climate change can be reduced through better engineering design in flood-prone areas 

and the adoption of a green highway approach using vegetation to combat soil erosion.  

 

117. ADB should support the MoRD’s shift from physical rehabilitation to the provision of transport 

services. MoRD aims to upgrade selected rural roads based on their economic potential and their role in 

facilitating the growth of rural market centers and rural hubs. Development of growth centers and rural 

hubs is critical to the overall strategy of facilitating poverty alleviation through the creation of rural 

infrastructure. Growth centers and rural hubs would provide markets, banking and other service 

facilities, enabling creation of self-employment and livelihood opportunities on an ongoing basis.  

 

118. Project design. The rural road rehabilitation interventions are predominantly community 

oriented, and bring both direct and indirect benefits to local people. However, the benefits of large-

scale projects tend to be distributed widely in states and regions, and benefit people beyond just the 

local area. Within the immediate vicinity, the benefits are often balanced by negative factors, such as 

increased risks of road accidents, security threats, pollution and other environmental issues, and male 

migration. People who were not economically active prior to the road construction do not appear to 

have automatically gained because of the infrastructure. Women in Bihar complained about their 

helplessness, and younger women complained about the lack of suitable opportunities and/or their 

inability to access such opportunities. For large-scale projects, broader inclusion-oriented project design 

and gender-aware community-based project preparation process should be improved. Project design 

and implementation processes should be carefully designed to enhance inclusiveness, particularly for 

women and disadvantaged communities. 

 

119. Road safety. A stronger push should be made to improve road safety. IED found that attention 

to road safety matters was variable and that there needs to be a common strategy across India. The 

CAPE beneficiary surveys and resettlement impact survey observed that, while the projects offered 

economic and social benefits, road safety was a serious issue and road safety training to local residents 

was mandatory. While some states are more receptive to road safety improvements than others, all 

acknowledge that it is important and that more could be done to reduce accident rates. This applies to 

all roads, highways, and rural roads and to rural and urban roads. A comprehensive plan to mainstream 

road safety in ADB road projects in India would be appropriate in the light of ADB’s Road Safety Action 

Plan (January 2012). The PCR for Rural Road Sector II Investment Program Subproject 2 made many 

good suggestions for rural road implementation and improved safety. These included more 
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consideration for pedestrians and cyclists in road design, and consistent criteria for setting up speed 

breaks to slow traffic in villages. 

 

120. Road maintenance. Performance-based maintenance has been successful in many states in 

ensuring local road networks are maintained appropriately. This needs to be more widely shared with 

states still trying to come to grips with maintenance and appropriate guidance given on such contracts. 

In Uttarakhand there has been reluctance by contractors to accept the concept. This may in part be 

because the contracts have been only for 3 years, whereas most other states have contracts of 5 years 

or more. Contractors, consultants and public works department officials would benefit from a wider 

sharing of this knowledge. If necessary, ADB could arrange for site visits to successful contracts. 

Regarding training, where there are formal activities as opposed to on-the-job training, consideration 

could be given to inviting a wider audience of potential beneficiaries, including those not involved in 

the investment projects. 

 

121. Since budgetary allocations are for each financial year and lapse at the end of the financial year, 

some states do not use all the funds available to them. This issue could be addressed by having a 

dedicated road maintenance fund which is revolving and does not lapse. This would enable unspent 

funds in previous financial years to be used. A dedicated fund would also enable other sources of 

maintenance funds, such as levies on fuel, agricultural produce, and other products, to be explored. 

Another important benefit of having a dedicated fund is the ability to have a long-term horizon for 

maintenance planning. The inability to award maintenance contracts for the long term (5 years) due to 

a lack of commitment and clarity on budgetary allocations for road maintenance in subsequent years 

was highlighted during the IED mission’s visit to Assam. While states like Madhya Pradesh have already 

taken the initiative to set up a state highway fund under the MPRDC for development and maintenance 

of state roads, states like Assam are still in the process of setting up such a fund for road maintenance. 

 

122. Assurance. Prior to supporting implementation in lagging states, there should be an 

institutional assessment and a more thorough risk analysis of training needs during appraisal to ensure 

a realistic time frame for project implementation is in place. There has been a tendency to overestimate 

the capacity of contractors and state governments in lagging states. It would be better to tackle this 

issue upfront rather than incrementally as the project progresses. This would help to minimize the 

implementation delays that have been experienced in the past. 

 

123. Under the Uttarakhand Emergency Assistance project, ADB had to rehabilitate 600 km of roads 

that it had already financed. ADB needs to ask how thorough its risk analysis was. While this may have 

been an unprecedented event, given our knowledge of climate change and the impact of increasing 

tourism and other development activities in the area, ADB should ask whether it is part of the problem 

or the solution? ADB should encourage the national government to look closely at the relationship 

between tourism development and sustainability, given soil instability and the likelihood of more 

climate-related issues in the future. This initiative should be applied in all parts of India where it is 

relevant as part of a comprehensive policy.  A disaster management plan may be useful to identify ADB 

support in disaster-prone areas.  

 

124. A strategy should be put in place to improve safeguard compliance. At present, compliance is 

not satisfactory in many cases. In particular, the site conditions for construction workers do not comply 

with occupational health and safety norms and there have been instances where traffic management at 

work sites is not properly regulated. In many cases, this is because of ignorance on the part of the 

contractors and lax supervision. 

 

125. A wider sharing of the knowledge gathered under technical assistance should be considered 

and training extended beyond the immediate project to broader groups that might benefit from such 

knowledge. More could be done to promote gender in transport projects. While much has been 

achieved, there is room for improvement. 
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126. Monitoring. The monitoring of project outcomes and impacts should be reviewed and 

improved.  Especially for rural roads, insufficient thought has been given to the indicators in the design 

and monitoring frameworks. Although many benefits are claimed for such road projects, they need to 

be demonstrated. It is suggested that the value of land should be included as an indicator as this was 

found to be important to the beneficiaries. 



 

APPENDIX: GOVERNMENT PLANS AND PROGRAMS 

 

 

1. The Government of India’s Twelfth Five Year Plan (2012–2017) recognizes the enormous 

investment needed for the development of roads in India and envisages public sector investment of 

$114 billion (₹61,053 billion). In addition, the sector is expected to generate $56.90 billion of private 

investment (₹30,401 billion) during the plan period. The budgetary support for rural roads (PMGSY) in 

the Twelfth FYP is $23.66 billion (₹12,649). Moreover, the FYP recognizes the importance of road safety 

and envisages the creation of a National Road Safety and Traffic Management Board to promote and 

sustain improved road safety.
1
  

2. Roads. The Government of India’s seven-phase program, the National Highway Development 

Project (NHDP), is an ambitious program for the development of national highways. Under the Twelfth 

FYP, the government targets developing national highways at a pace of 20 kilometers (km) per day to 

address capacity constraints. This was revised to 30 km per day in September 2015. The responsibility 

for executing the NHDP is mostly vested with National Highways Authority of India (NHAI) and the 

status of the project is shown in Table A1. 

Table A1.1: Completion Status of National Highway Development Projects  

NHDP Phase 

Length  

(km) 

Progress  

(% completion) 

Sanctioned 

Project cost  

(₹ billion) 

NHDP Phase I  

(Golden Quadrilateral,
a
 north–south/east–west 

corridors, port connectivity, and others) 

7,552 99.96 3,030 

(1999 prices) 

NHDP Phase II 

(4/6-lane north-south/east-west corridors and 

others) 

6647 87.80 3,434  

(2002 prices) 

NHDP Phase III (upgrading, 4/6-lane) 12,109 52.45 8,063  

(2007 prices) 

NHDP Phase IV (2-lane with paved shoulders) 20,000 6.20 2,780  

(2008 prices) 

NHDP Phase V (6-lane for Golden Quadrilateral 

and high density corridor) 

6,500 30.35 4,121  

(2006 prices) 

NHDP Phase VI (expressways) 1,000 0 1,668  

(2006 prices) 

NHDP Phase VII (ring roads, bypasses and 

flyovers and other structures) 

700 3.14 1,6,68  

(2007 prices) 

 Total 54,508   

km = kilometer, NHDP = National Highway Development Project. 

a
 highway network connecting Chennai, Delhi, Kolkata,  and Mumbai.  

Source: Government of India, Ministry of Roads, Transport and Highways. Annual Report 2014–2015. Delhi. 

 

3. In the context of the development of national highways, it is important to note that, under the 

MoRTH, the National Highway Infrastructure Development Corporation (NHIDCL) was incorporated as a 

public sector undertaking in July 2014 to accelerate construction of national highways and other 

infrastructure in the northeastern region and other strategic areas of the country which share an 

international border. The company is currently entrusted with 110 national highway projects, covering 

a total length of 7,400 km.
2
 

4. The development of roads in the northeastern region has been taken up under a Special 

Accelerated Road Development Program for the North Eastern region, aimed at developing connectivity 

between remote areas in the northeast with state capitals and district headquarters. The first phase of 

                                                
1
  Government of India, Planning Commission. Twelfth Five Year Plan (2012–17). Delhi.  

2
  E-book of the Ministry of Road Transport and Highways, accessed on 15 March 2016. 
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this program is now mostly being implemented by the newly-formed NHIDCL. The program is 

envisaged to develop two- or four-lane national highways of about 4,798 km and widening and 

improving about 5,343 km of state roads to connect 88 district headquarters in the northeastern states 

to the nearest national highways. The program is being executed in three phases (Table A2).
3
 

Table A1.2: Special Accelerated Road Development  

Program for the North Eastern Region 

Phase Project Description Total Length (km) 

Phase A Improvement of national highways 2,041 

Improvement of state roads 2,058 

Phase B Development of double lane of National 

Highways 
1,285 

Widening and improvement of state roads 2,438 

km = kilometer. 

Source: India Brand Equity Foundation. 2016. Road Sector Report. January. 

 

5. Under the Left Wing Extremism Program, a road requirement plan for the development of 

1,202 km of national highways and 4,362 km of state roads covering 34 districts in eight states was 

taken up during the Eleventh FYP period at a total cost of $1.36 billion (₹730 billion).
4
 As of February 

2015, 3,471 km of the network had been completed.  

6. Another notable program is the proposed Bharat Mala Pariyojana for improving connectivity in 

border areas, including coastal areas covering a network length of 7,000 km of national highways at an 

estimated cost of ₹8,000 billion. The program is yet to be launched but the preparatory work have 

been fast tracked with NHAI.
5
  

7. One of the key initiatives in the Twelfth FYP is that the plan recognizes the need for a program 

similar to the NHDP and encourages states to develop a core network. An estimated investment of 

$91.65 billion (₹49,000 billion) is needed to develop two- and four-lane roads as part of this plan, for 

which 20% of the total estimated investment is expected to come from the private sector. To 

encourage private sector participation through PPPs, viability gap funding (VGF) will be available.
6
 

 

Table A1.3: Target for Development of Core Network  

in States (Twelfth Five-Year Plan) 

Item 

State Highways  

(km) 

Major District Roads  

(km) 

Widening (2 lanes) 30,000 20,000 

Widening (4 lanes) 5,000 1,000 

Strengthening 41,500 66,500 

IRQP 50,000 80,000 

IRQP = Improvement of Riding Quality Programme, km = kilometer.  

Source: Government of India, Planning Commission. Twelfth Five Year Plan (2012-17). Delhi.. 

 

8. The Pradhan Mantri Gram Sadak Yojana (PMGSY) was launched as a national scheme in 2000. 

It was initially envisaged that it would connect all habitations with a population of over 500 persons in 

the plains and 250 persons in hilly areas by 2007. However, progress was slow and the target was not 

met (63% of the targeted habitations were connected by October 2015 and 64% by January 2016). The 

scheme envisaged providing complete rural connectivity through all-weather roads by 2022, a target 

that was later advanced by 3 years to 2019. PMGSY-II was launched in 2013 to upgrade existing rural 

                                                
3
  India Brand Equity Foundation. January 2016. Presentation on Roads. http://www.ibef.org/download/Roads-January-2016.pdf 

4
  Government of India. Planning Commission. Twelfth Five year Plan (2012-17). Delhi. 

5
  Press Information Bureau. Government of India, Ministry of Road Transport and Highways. 

http://pib.nic.in/newsite/PrintRelease.aspx?relid=124217 (accessed 22 March, 2016). 

6
  VGF of up to 40% is available, of which up to 20% is provided by the Ministry of Finance. VGF of up to 20% (if required) over 

and above that provided by Ministry of Finance is provided by the state government. 

http://pib.nic.in/newsite/PrintRelease.aspx?relid=124217
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roads under the following categories: eligible through routes and link routes under PMGSY-I which are 

yet to be sanctioned; newly identified through routes/link routes in revised district rural roads plan 

(DRRP); roads constructed or upgraded under PMGSY-I, experiencing high volumes of traffic. The 

targeted upgrading under PMGSY-II as part of the Twelfth FYP (2012–2017) is 50,000 km, of which 

only 3,421 km had been upgraded as on October 2015.
7
 Previously the program was 100% centrally 

funded but in 2015 it was revised to 60% funded by the center and 40% by states, except for the eight 

northeastern and three Himalayan states, where the allocation will be 90% by the center and 10% by 

the state.
8
 

9. Following the success of the PMGSY and the improvement in rural infrastructure, the national 

government is planning a new scheme called Pradhan Mantri Gramin Parivahan Yojna. Its vision is to 

improve transportation facilities in the villages as well as to enhance job opportunities for the local 

population. The scheme will promote rural entrepreneurs to operate public transport services on the 

rural road network and it includes VGF for procuring the vehicles. When the IED mission met with the 

Ministry of Rural Development, it was informed that a pilot had been launched in the Bilaspur district 

of Himachal Pradesh and that consultations with various stakeholders (e.g., bus manufacturers and bus 

transport associations) are underway. The ministry predicted that the program would be rolled out in 

2016. 

10. Other government initiatives in the transport sector include (i) the National Urban Transport 

Policy 2006, issued by the Ministry of Urban Development to ensure safe, affordable, quick, 

comfortable, reliable, and sustainable urban transport and the establishment of unified metropolitan 

transport authorities in cities with over a million inhabitants for more coordinated planning and 

implementation of urban transport systems; (ii) establishment of a National Transport Development 

Policy Committee in 2010 to suggest policy and planning interventions to improve urban transport in 

India with a vision till 2030; (iii) the Atal Mission for Rejuvenation and Urban Transformation 2015, an 

initiative of the Ministry of Urban Development to develop amenities in cities, with a focus on bus rapid 

transit systems, multilevel parking, walkways in urban transport space; and (iv) and a smart cities 

initiative in 2015, which has a focus on integrated multimodal transport, intelligent traffic 

management, and smart parking.  

11. Further initiatives include programs such as FASTag (a new electronic tolling system which 

reduces the waiting time of the passengers at toll plazas). Wayside amenities on national highways are 

planned. With regard to road safety, the key initiatives are cashless treatment of road accident victims, 

the Nirbhaya Fund Scheme to ensure the safety of women and girls in public transport, and automated 

camera-based driving test systems. The government has also drafted a Road Transport and Safety Bill, 

2015, proposing an integrated approach to both road safety and transport, and this is at an advanced 

stage of consideration by the government.  

12. The green initiatives of the government include approval to run an ethanol city bus service in 

Bangalore, solar power toll plazas, grant of driving licenses to e-rickshaws and e-carts holding light 

motor vehicle licenses, allowing vehicle manufacturers to sell Bio-CNG fueled vehicles. Further, the 

government launched the National Electric Mobility Mission Plan 2020 in 2013 to promote hybrid 

electric vehicles and achieve national fuel security. In the Union Budget, 2015–2016, a scheme called 

Faster Adoption and Manufacturing of (Hybrid &) Electric Vehicles (FAME India) was launched under 

the National Electric Mobility Mission Plan 2020 to provide a push for early adoption and market 

creation for these vehicles through demand incentives (monetary incentives to buyers).
9

 The 

government also notified the Corporate Average Fuel Consumption Standards for passenger cars on 30
 

                                                
7
  Data from National Rural Roads Development Agency, the Ministry of Rural Development, Government of India. 

8
  PMGSY Website, accessed on 10 March 2016. 

9
  http://pib.nic.in/newsite/PrintRelease.aspx?relid=116719 (accessed 22 March 2016). 

http://pib.nic.in/newsite/PrintRelease.aspx?relid=116719
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January 2014 to progressively improve the fuel economy of passenger cars. The standards have so far 

yielded tangible results.
10

  

13. Railways. To improve its freight services and increase their capacity, Indian Railways is 

developing a dedicated freight corridor on the western and eastern routes. The project involves the 

construction of 3,338 km of dedicated freight lines at a total estimate cost of  

$17.93 billion (₹9,586 billion).
11

 A special purpose vehicle company, the Dedicated Freight Corridor 

Corporation of India Limited, has been set up to implement the project. 

14. Another major initiative in the Twelfth FYP is the development of high-speed rail corridors and 

the establishment of the National High Speed Rail Authority as an autonomous body for the planning, 

standard setting, implementation, and monitoring of high-speed corridors. 

15. To improve freight movement efficiency, the Twelfth FYP envisages introducing new 

technologies to improve the axle loads of wagons, expand long-haul services, and increase tracking 

using the global positioning system (GPS) and radio-frequency identification (RFI). A need for 

multimodal logistical parks and an expansion of the containerization of goods was identified. 

Modernization of the signaling system, phased elimination of level crossings, and promotion of private 

investments in high-capacity wagons are other initiatives proposed in the Twelfth FYP. The Setu 

Bharatam program was launched in 2016 to make all national highways free of level crossings by 2019. 

The program envisages building 208 railway bridges or tunnels at level crossings at a cost of ₹2,080 

billion.
12

 

 

                                                
10

  http://pib.nic.in/newsite/PrintRelease.aspx?relid=13791 (accessed 16 March 2016). 

11
  Planning Commission. Twelfth Five Year Plan (2012–2017). Delhi.  

12
  Press Information Bureau. Government of India, Ministry of Road Transport and Highways. 

http://pib.nic.in/newsite/PrintRelease.aspx?relid=137325 (accessed 22 March 2016). 

http://pib.nic.in/newsite/PrintRelease.aspx?relid=13791
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