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Inviting Maharashtra 
Entrepreneurship ICONS

Respecting Vision 

Honouring Actions

Maharashtra Economic Development Council (MEDC) 
Mahaudyam Award is the first and only truly regional award of its kind, 
MEDC Mahaudyam Award celebrates those who are building and 
leading successful, growing and dynamic businesses, the exceptional 
individuals who turn ideas into action, creating a flow-on of success for 
those around them - generating employment and industry growth, 
driving the economy and progressing society. 

MEDC Mahaudyam Award will provide an exclusive opportunity for 
entrepreneurs to come together to share insights, development works and promote the best of entrepreneurial endeavor in 
Maharashtra, India & world wide. So, Come, Nominate yourself and Be the Winner!  

This Awards program is for companies that are headquartered in or have significant operations in the State of Maharashtra. 
            There are various Award categories for different sizes of companies and operating in specific industry sectors.

   How to Apply?
   The Awards Brochure and Entry Form can be obtained 
   through the following sources:

 The MEDC website: www.medcindia.com• 
 By emailing MEDC on awards@medcindia.com• 
 Contact MEDC office @ 022 22846288/2206• 

   Assessment Criteria

•  •  •  Entrepreneurial spirit  Value Creation  Strategic Direction

•  •  Regional, National and Global Impact  Innovation

•  Personal Integrity/Purpose-driven Leadership

Eligibility 
Criteria 

You Win & 

You Benefit!

•  Opportunity to showcase your achievements and contributions to the economy of Maharashtra
 Recognition of Winners at the prestigious Awards ceremony, in front of numerous • 

   Government and Business dignitaries
 Publicity for Winners on MEDC website and various media partners of MEDC• 
 All participants get complimentary one-year MEDC membership• 

Scan QR Code to 
Know about

Awards 
Categories 

Scan QR Code to 
Know about
Guidelines 

& Rules

The Awards Function 
will be held in Mumbai 

region at the end of 
August 2019, the date for 

which will be 
announced later

Awards Categories
General Awards
These are open to all entities having the requisite size, irrespective of the Industry Sector 
they belong to.The intent is to recognize path breaking initiatives in the areas of Green / 
Environment focus, CSR, Innovation and Emerging Businesses. An organization can 
apply for multiple Award categories in the General category.

Industry Specific Awards
We are looking for leading entities in the specific sectors contributing to the overall 
employment, investments and to the Economic Development of the State of Maharashtra 
across Food and Food Processing, Pharmaceuticals and Biotech, Chemicals, 
Automotive, Healthcare Services, IT/ITES, Financial Services, Public Infrastructure 
development : Roads, Ports, Airports, etc., Infrastructure: Affordable Housing 
Development, Industrial Parks, Renewable Energy, Engineering / Auto 
Components. 

rdY.B. Chavan Centre, 3  floor,Nariman Point, Mumbai - 400 021 Tel : 2284 6288/ 2206/2209 Fax : 2284 6394
Email : medc@medcindia.com I Website : www.medcindia.com

MAHARASHTRA ECONOMIC DEVELOPMENT COUNCIL

Award Partner 
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Dear Members,

If  India is to become a $ 5 trillion economy in the 
coming five years, infrastructure development 
will need to occupy centre-state. The first 
budget of  the new Finance Minister focused 
on the vision for making India a $ 5 trillion 
economy by 2023-24 through a renewed thrust 
on infrastructure development, digital economy, 

private investment, structural reforms and a commitment to enhance the 
functioning of  the financial sector which can help promote private sector 
investment in the economy. In the same period, Maharashtra also has a 
vision to become the first trillion dollar state economy in the country. 
Thus, Maharashtra plans to contribute a fifth of  the national GDP in the 
coming give years. Business-as-usual will not enable Maharashtra to realize 
this dream. Based on infrastructure development, policy frameworks will 
need to change to cater to the new targets.

As economies enter an advanced stage of  growth, the services sector 
becomes the primary growth engine. In Maharashtra, over 60% of  the 
state’s GDP is already contributed by the services sector, and so we are 
well onto this path. Within the services sector, the three biggest growth 
drivers are IT enabled services, financial services like banking and 
insurance, and tourism. All three will benefit immensely from a strategic 
infusion of  technology and infrastructure development. Likewise, both 
the agricultural and manufacturing sectors of  Maharashtra also need 
massive infrastructure investments in them to boost their competitiveness. 
The Delhi Mumbai Industrial Corridor (DMIC), which is India’s 
most ambitious infrastructure programme, will provide huge growth 
opportunities all the way from the country’s political capital to its financial 
capital. It is in Maharashtra’s best interests to ensure that all regulatory and 
bureaucratic hurdles are minimized to the extent possible in the course of  
the development of  its infrastructure. 

Maharashtra is a drought-prone state and a lot of  uncertainty is facing our 
farming community due to the advent of  climate change. Infrastructure 
development can be used to mitigate the adverse effects of  climate 
change. Rain-fed agriculture is an increasingly risk-prone activity, due to its 
dependence on the climate. Maharashtra will need to invest more in building 
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modern dams and providing better irrigation facilities to its farmers, to 
ensure that their cropping patterns are not disrupted with rising global 
warming and climate change. Maharashtra will also need to invest more in 
clean fuels and renewable energies to address the issue of  rising pollution 
and environmental degradation. The forward and backward linkages of  
agriculture with the other sectors of  the economy will need to be taken 
into account, and infrastructure development modified accordingly.

Maharashtra’s 720 km long coastline has benefited international trade 
immensely. Even though we have India’s largest container traffic port – the 
Jawaharlal Nehru Port Trust (JNPT) – it could do with some infrastructure 
upgradation. Many minor ports in the state are also sought to be 
created using a Public-Private-Partnership (PPP) model. Infrastructure 
development will play a key role in this. 

Maharashtra remains India’s premier destination for industrial investment 
and unless our infrastructure development keeps pace with it, we risk losing 
that coveted position. Maharashtra is also the recipient of  about 50% of  
the total FDI into the country. In a world of  relentless competition, we will 
also need to invest substantially in higher education in Maharashtra as well 
as in industry-academia collaborations, which will help provide meaningful 
employment to qualified youth. 

The ease of  doing business in Maharashtra continues to be above the 
national average, and sustained infrastructure development will play 
a key role in maintaining this edge. Manufacturing, in particular, will 
benefit immensely from high-quality infrastructure, including adequate 
transportation infrastructure viz. airports, seaports and roads, which 
ensure a reliable connectivity with the rest of  India and the world. Well 
governed financial sector institutions with easy access to credit, as well 
as ample health and educational facilities will enable Maharashtra to 
retain its socioeconomic competitiveness via-a-vis India and the world. 
All infrastructural bottlenecks impeding the productivity of  the domestic 
workforce need to be urgently addressed to maximize its innate potential. 

A new government has been formed in Maharashtra and MEDC wishes 
them all the best. Their agenda includes giving top priority to providing 
relief  to farmers, putting female education at the forefront, and providing 
a wide range of  medical facilities in rural Maharashtra. We are sure that all 
this is in the best interests of  the state, and we do hope that these measures 
will lead to the long-term socioeconomic and industrial development of  
Maharashtra. 
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Infrastructure Development 
and Economic Growth

Dr. Dhananjay Samant
Chief  Economic Adviser

MEDC
economist@medcindia.com

Introduction

India needs to end decades 
of  lost productivity growth, 
and the best way to do that is 
through sustained infrastructure 
development. An economic 
slowdown has enveloped the 
country, and with subdued 
growth, rising inequalities and 
the threat of  accelerating climate 
change looming over us, private 
investment in the economy is 
being affected. The financial 
crisis in the country’s banking 
system has compounded the 
problem. As some of  India’sfiscal 
and monetary policies run into 
roadblocks, it is imperative to 
develop new infrastructure and 
integrate new technologies in its 
march towards a better future.

Becoming a trillion dollar 
economy over the coming five 
years will necessitate special 
attention being paid to the 
development of  infrastructure in 
all three dimensions – physical, 
social and digital. In the currently 
volatile geopolitical context, 
building economic resilience 
through improved infrastructure 
in both urban and rural areas, 
will be critical for enhancing 
economic competitiveness. 

Finding the right balance 
between technology integration 
and human capital investments 
will be a key factor in enhancing 
our economic competitiveness. 
Given the wide range of  
opportunities provided by 
globalization, it is to our 
advantage to do so at the earliest.

Infrastructure investment, 
Competitiveness and 
Productivity

Investment is a key driver of  
economic growth, and it has the 
potential to create a self-sustaining 
virtuous cycle. Productivity 
enhancing investments in 
infrastructure, R & D, and skills 
development in the current and 
future workforce is particularly 
beneficial to the economy. 
Given the recurring agrarian 
distress in India, a fair amount 
of  infrastructure development 
along with structural reforms 
and public incentives to allocate 
more resources in rural areas 
to fully leverage the emerging 
opportunities therein, is also the 
need of  the hour. Policymakers 
need to look beyond standard 
fiscal and monetary policy to 
revive productivity growth and 
economic competitiveness.

The widespread and persistent 
productivity slowdown witnessed 
since the global economic crisis 
had already begun in advanced 
and low-income countries 
prior to the crisis. Policymakers 
need to address the legacies of  
the crisis through investment, 
innovation, education policies, 
structural reforms and 
infrastructure development. 
Tight monetary policy cannot be 
the answer to weak productivity 
growth. However, fiscal policy 
that prioritizes stimulating 
productivity enhancing 
investments in infrastructure can 
enable the economy to return to 
a higher growth trajectory.

Is India ready for take-off ?

A recently released paper by 
the IMF’s Asia and Pacific 
Department said that South Asia 
(led by India) is poised to play 
an even bigger role in the global 
economy in the years to come. 
In both relative and absolute 
terms, the region’s contribution 
to global growth is set to increase 
over the medium to longer term, 
while more mature economies 
decelerate. To build on the strong 
performance till date and allow 
for economic growth to take off  
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in right earnest, India will need 
to step up its policy and reform 
agenda. Sustained infrastructure 
development will play a pivotal 
role in this endeavour.

A clear communication on 
the benefits of  infrastructure 
development and prioritization 
based on its expected macro 
impact is the key to enhancing 
the competitiveness of  
our economy. We have to 
simultaneously build stronger 
social safety nets to support the 
politically difficult structural 
reforms which go hand-in-hand 
with infrastructure development 
in the country. Policies should 
be fine-tuned to minimize their 
distributional impact on the most 
socioeconomically vulnerable 
sections of  the population, thus 
promoting inclusive growth at 
the grassroots level. Inadequate 
infrastructure preparedness is 
making us unable to benefit 
from the US China trade war. It 
is obvious that India is not yet 
ready for take-off.

The road ahead

Making infrastructure 
development part of  our 
economic policy DNA is 
challenging, but the government 
should enable this change through 
human capital investments and 
mitigating the unintended effects 
of  technological advancements 
on social cohesion through a 
holistic and sensitive approach, 
one that respects the culture 

and traditions of  the resident 
population, and includes them in 
all local developmental initiatives. 
Of  course, that is easier said than 
done. For example, acquiring 
land for industry in India is not 
only a lengthy process, but also 
expensive, with buyers legally 
bound to pay a big multiple of  the 
market price. In other competitor 
countries, particularly China, 
land is given free for industrial or 
infrastructural development. The 
decision to opt out of  RCEP 
has bought India some time to 
get its house in order but, in 
the long run, national economic 
competitiveness will be a 
direct by-product of  domestic 
infrastructure development.

In all fairness to the government, 
the creation of  physical 
infrastructure accelerated 
significantly during 2014-19. 
By April 2018, electricity had 
finally reached every village in 
India, and the effort to electrify 
every home is still continuing. 
The construction of  national 
highways has proceeded at an 
unprecedented pace with over 
20% of  the existing highway 
length of  132,000 km being 
constructed in the past four years 
alone. The infrastructure of  the 
North-Eastern states was an area 
of  special focus and there has 
been a significant improvement 
in connectivity in the region 
with the building of  key bridges 
and the expansion of  railways 
and highways. For example, the 

4.94 km long Bogibeel Bridge in 
Assam inaugurated in December 
2018, is the second longest 
rail-cum-road bridge in Asia. 
However, much more still needs 
to be done, especially in rural 
India.

Conclusion

The importance of  
infrastructure development to 
the Indian economy can hardly 
be overemphasized. However, 
it needs to be complemented 
by structural reforms that 
make it easier to innovate 
and enable responsible and 
inclusive businesses to thrive. 
A greater investment in social 
infrastructure like education 
and healthcare will facilitate the 
shift towards greater shared 
prosperity. Emerging economies 
with growing innovation 
capacities such as India, need 
to better balance infrastructure 
development with investments 
in human capital. Governments’ 
at all administrative levels 
should seriously invest in 
building up their infrastructural 
capabilities to benefit from the 
myriad opportunities provided 
by globalization. Once our 
infrastructure is in place, its 
socioeconomic applications 
are innumerable. Infrastructure 
development will help India 
leapfrog to utilize the benefits of  
technological advances for the 
welfare of  its citizens. That will 
be the acid test of  the success of  
our policymaking.
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PPPs in Road Transport 
Infrastructure in India

Dr. Tulsi Jayakumar
Chairperson

Family Managed Business
S.P. Jain Institute of  Management & Research, Mumbai

tulsi.jayakumar@spjimr.org

INTRODUCTION

The economic development 
of  any country, especially an 
emerging economy like India, 
depends on the availability of  
certain key elements of  economic 
infrastructure, of  which roads 
(transport) are the most critical 
component. As India looks at 
reaching the status of  a $5 trillion 
economy, road transport will 
play a critical role in influencing 
the pace, structure and pattern 
of  development in our country. 
With 58.98 lakh km of  road 
network, India has the second 
largest road network in the 
world, comprising of  National 
Highways, Expressways, State 
Highways, Major District Roads, 
Other District Roads and Village 
Roads.

Road Transport provides a 
cost-effective and preferred 
mode of  transport, both for 
freight and passengers. Last mile 
connectivity and penetration 
in populated areas to make 
possible trade and investment in 
these areas is possible through 
a well-developed road transport 
network. Roads are also important 
for a well-developed inter-modal 
transport network, through 

establishing links with airports, 
railway stations, and ports. It is 
no surprise then that 38.16 per 
cent of  the total government 
projects under implementation 
in 2017-18 comprise of  projects 
pertaining to road transport and 
highways.

The National Transport 
Development Policy Committee 
of  2013 estimated that with an 
elasticity of  1.2, total freight 
traffic would grow at 9.7 per 
cent per annum to reach over 
13,000 BTKM in 2031-32 from 
about 2000 BTKM in 2011-
12, while total passenger traffic 

would increase at 15 per cent per 
annum to reach 168,875 bpkm 
in 2031-32 from 10,375 bpkm 
in 2011-12. Of  such freight and 
passenger traffic, the share of  
road fright is expected to grow 
at 8 per cent per annum, while 
passenger road traffic at 15.4 per 
cent.

PLANNING AND PPPs

The infrastructure investment 
requirements in India are huge, 
and the public sector, with its 
inadequate resources, might not 
be in a position to meet such 
high requirements. It was hence 



MEDC Digest - Cover_FOOD PROCESSING INDUSTRY Inner Pages.indd   1 27-Apr-19   12:13:30 PM

Cover Story

December 2019 MEDC Economic Digest10

felt important to encourage 
private participation, not just 
to fill in the investment gap, 
but also to free up such public 
investments for the commercially 
non-viable, but economically and 
socially important investment in 
social infrastructure. They also 
provide an opportunity to gain 
from efficiencies associated with 
private sector participation in 
project implementation.

The government had been 
adopting several initiatives to 
encourage PPPs, especially since 
the Tenth and Eleventh Plans. 
These include:

1. Appraisal and approval 
of  PPP projects through 
a robust institutional 
structure: These have 
included Cabinet 
Committees being 
established at various 
points of  time in the recent 
past, which have now 
been subsumed under the 
Cabinet Committee on 
Economic Affairs (CCEA). 
These have also taken the 
form of  a Public Private 
Partnership Appraisal 
Committee (PPPAC) and 
an Empowered Institution 
(EI) and an Empowered 
Committee (EC) to approve 
Viability Gap Funding 
(VGF) to the PPP projects.

2. Creation of  dedicated 
institutions for augmenting 
the financial resources and 
providing for viability gap 
funding: Thus, in 2006, the 

Government established the 
India Infrastructure Finance 
Company Ltd. (IIFCL). The 
goal of  this institution was 
to finance infrastructure 
projects by providing long-
term debt of  up to 20 per 
cent of  the project costs.

3. Standardisation of  
guidelines and documents 
across various infrastructure 
sectors that spell out key 
best practices in PPP 
project management. These 
include Model Concession 
Agreements (MCAs) in 
various sectors, Model 
Bidding Documents, 
Manual of  Specifications 
and Standards for 2-lane 
and 4-lane highway projects 
etc.

The Twelfth Plan (2012-2017) 
came against the backdrop of  the 
infrastructure sector performing 
extremely well during the 
Eleventh Plan. Thus, the plan 
envisaged an investment in the 
infrastructure sector of  Rs.55.75 
lakh crore (in nominal terms) 
over the period (2012-17) - more 
than twice the infrastructural 
investment achieved in the 
Eleventh Plan period.

The Twelfth Plan adopted 
a strategy of  encouraging 
higher private investment 
in infrastructure, directly 
and through public private 
partnerships (PPPs). Private 
investment in infrastructure was 
expected to rise substantially 
from 37 per cent in Eleventh 
Plan to about 48 per cent in the 
Twelfth Plan.

STATUS OF ROAD SECTOR 
PPPs

Since January 2006, the PPPAC 
has approved of  232 road 
sector projects with a cost of  
Rs. 2.55 lakh crore. Of  these, 
158 road sector projects with 
an investment of  Rs. 1.63 
lakh crore have been awarded. 
However, the completion status 
has been rather dismal. Only 
18 of  the 232 approved road 
projects (7.75%) have been 
completed, at a cost of  Rs.1 lakh 
crores.140 projects, involving an 
investment of  Rs.1.53 lakh crore 
are under completion (See Table 
1). (https://niti.gov.in/sites/
default/files/2019-07/NITI%20
Brief5.pdf)

Table 1: Road Sector PPPs and their status

Sector Cost (in Rs. Thousand crore)
Projects 
approved 
by PPPAC

Of  which 
Awarded

Implementation Status
Completed Under 

Implementation
No. Cost No. Cost No. Cost No. Cost

ROADS 232 255 158 163 18 10 140 153
TOTAL 281 309 182 185 24 13 158 170
Source: NITI AAYOG, https://niti.gov.in/sites/default/files/2019-07/NITI%20Brief5.pdf
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Further, at the State level, 183 
project proposals involving an 
investment of  Rs.95,127 crore 
have been approved of  by the 
Empowered Institution (EI). 
These proposals are those seeking 
VGF from Central Government. 
Of  these, 44 road sector projects 
with an investment of  Rs.18,198 
crore have been awarded so far. 
The state-wise and sector-wise 
distribution of  these 44 projects 
is given in Table 2 below.

Table 2: Details of  the road 
projects awarded by state 
governments

STATE ROAD 
PROJECTS

No. Cost (in 
Rs. Crores)

Andhra Pradesh 3 3148
Bihar 2 2420
Haryana - -
Karnataka 3 707
Madhya Pradesh 20 3945
Maharashtra 9 2334
Odisha 1 1293
Rajasthan 3 1066
Uttar Pradesh 3 3285
Total 44 18198
Source: NITI AAYOG, https://niti.gov.
in/sites/default/files/2019-07/NITI%20
Brief5.pdf

Over 90 per cent of  the PPP 
projects awarded in India are in 
the road sector. However, such 
road projects awarded have fallen 
short of  the targets set out during 
the first two years of  the XII Five 
Year Plan. The projects awarded 
in the year 2012-13, 2013-14 and 

2014-15 (upto January 31, 2015) 
have been a length of  1,116 
km (against a target of  9,000), 
a length of  3,169 km (against a 
target of  9,500 km), and a road 
length of  5,384 km against 
an annual target of  8,500 km 
respectively. A majority of  these 
projects have been awarded on 
Engineering Procurement and 
Construction (EPC) mode, as 
opposed to a BOT (Toll), BOT 
(Annuity) or even a Hybrid 
Annuity Model. In the EPC 
models, projects are contracted 
for a fixed term, fixed time 
and fixed cost. A shift towards 
an EPC (lump sum) contract 
from an item rate construction 
contract can minimise time and 
cost overruns. The Government 
collects the toll revenue after 
the construction period. The 
contractor faces no commercial 
risk except maintenance for 
four years of  the defect liability 
period.

As per MOSPI database on the 
road sector, the average delays in 
PPP projects is about 20 months, 
which is much lower than the 
delays of  72 months in respect 
of  non-PPP projects.

ISSUES INVOLVING PPPS 
IN ROAD SECTOR AND 
HIGHWAY PROJECTS

While the PPP programme in 
India has been led by highway 
sector projects, there are issues 
plaguing such PPPs:

Aggressive bidding by SME 
contractors: Road contracts 

for highway projects involving 
the private sector investment 
involve mainly the Small and 
Medium Sector companies. The 
Indian scenario has witnessed 
aggressive bidding for such 
projects, mainly due to easy/lax 
pre-qualification criteria. This 
is contrary to best practice at a 
global level, leading to high risk 
of  failure of  the SMEs bidding 
for such projects, and eventual 
failure of  the project itself  on 
account of  disorderly, aggressive 
or unsustainable bids. The 
government will need to tighten 
the pre-qualification criteria to 
allow only genuine players into 
such projects and thus minimize 
the risk of  project failure.

Land Acquisition and 
environmental clearances: 
The practice of  awarding 
projects before obtaining the 
necessary clearances and the 
requisite land for the project 
has impacted the success of  
such projects. Landowners have 
sought for higher compensation, 
and such large volumes of  
litigation (seeking enhanced 
compensation) has affected 
project schedules and delayed 
projects’ cash flows. This in turn 
has put developers and banks 
under stress. Moreover, in the 
new scenario, land has become 
costly and in some cases, the 
land cost exceeds the project 
cost itself.

Other regulatory impediments 
include issues such as approval 
for shifting utilities being 
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acquired in a timely manner, so 
as to mitigate project over-runs.

Financial issues: A Niti Aayog 
study pointed out that over 
70 per cent of  the highway 
sector projects awarded rested 
with a mere 30-40 highways 
development companies. 
The companies have reached 
saturation; not only this, their 
balance sheets are highly 
leveraged with little or no residual 
financial capacity to participate 
in fresh projects. With traffic 
revenues being affected due to 
lower economic growth, this 
has exacerbated the problem 
even further. Several projects are 
thus financially unviable on the 
Design, Build, Finance, Operate 
and Transfer (DBFOT) model. 
Many developers have taken 
significant future obligations 
which creates difficulties in debt 
servicing.

This has split over into the 
financial sector as well, where the 
inability of  the concessionaire to 
service the debt and the need 
for restructuring the debt to 
the lenders has created a huge 
problem of  Non-Performing 
Assets (NPAs) in the portfolios 
of  financial institutions involved. 
Financial Institutions have also 
reached the limits of  the defined 
exposure norms to the sector.

The phenomenon of  stalled 
projects has contributed to the 
transformation of  bank loans 
into NPAs, further putting 
pressure on the ability of  the 
banks to lend to these projects.

There is also an asset-liability 
mismatch, wherein large 
infrastructure projects with 
revenue streams spread over 20-
30 years are financed through 
debt that spans over a 10-15 year 
period. There is thus a mismatch 
between the project and the 
debt duration, and the resultant 
impact on sustainability of  the 
projects.

An associated challenge with 
encouraging private investment/
PPPs has also been the financing 
of  this investment, since 
increases in investment need to 
be financed through domestic, 
rather than external savings.

CONCLUSION

The conventional Public Sector 
model of  infrastructure projects 
is increasingly being replaced by 
public private partnerships in 
various forms. In recent years, 
there has been a substantial 
increase in the number of  
PPP projects across the globe 
including India, and a significant 
amount of  investment has also 
been made.

The road sector has been an 
important sectoral destination 
for PPP projects. In fact, the 
highest number of  PPPs lie 
within the transport sector. 
National Highways are 
particularly important and 
possess the lion’s share of  such 
PPPs. However, most PPPs in 
the road sector do not follow 
multiple (PPP) models, as they 
are traditionally understood. A 

predominant proportion of  these 
are in the EPC mode. Again, 
most of  these PPP projects are 
regionally concentrated, which 
demonstrate an inter-state 
disparity in the allocation of  
PPPs. While most PPPs are in 
the highways sector, there is need 
for greater road sector projects in 
the other smaller roads- District 
and Village Roads- as well The 
urban-rural divide and inequality 
is likely to increase in the absence 
of  such well-distributed PPP 
road projects, exacerbating the 
intra-state disparities as well. 
The low proportion of  projects 
which have been completed 
also point to the need for both 
central and state governments to 
strengthen the measures needed 
for quick transition of  pipeline 
projects to implementation/
completion stage. The transition 
to a fast growing economy would 
depend on achieving a robust 
road transport system fuelled by 
public-private participation.
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1. Introduction

Roads and highways are an 
important asset, on which the 
nation moves. They carry about 
65% of  freight and 85% of  
passenger traffic in India; it is 
estimated that the road traffic 
has been growing at 7-10% per 
annum. Among all types of  
roads,highways that connect 
various parts of  the country are 
considered to be more important. 
National Highways (NH), for 
example,constitute only about 
2% of  totalroad network but 
they cater to nearly 40% of  the 
road traffic. Roads and highways 
are considered to be a major 
infrastructure that impacts on 
the economic landscape and 
prosperity of  a country. Besides 
providing mobility to people, 
they provide much needed 
infrastructure for the movement 
of  goods and services so that 
their supply meets with demand.

In fact, some countries are 
struggling to make an impact in 
the world trade markets because 

of  their poor road and highway 
network and its condition. Poor 
road connectivity makes it very 
costly (due to long time, greater 
risk and more amount of  labour 
hours spent on transport), 
sometimes even impossible for 
the producers to reach their 
goods to international markets. 
Likewise, poor road quality 
can also hamper movement of  
goods and services within and 
across the nation. African and 
Latin American Countries are 
good examples of  how the poor 
road network – connectivity 
and conditions – make it almost 
impossible or very expensive to 
reach out to the global markets.

2. Roads and Highway 
Development in India

India’s road network (including 
highways) is one of  the most 
extensive networks with about 
3.34 million km length comprising 
National Highways (65,569 
km), State Highways (1,30,000 
km) and Other roads (Major 
District Roads, Rural Roads and 

Urban Roads (3.14 million)). 
Highways are an important 
segment of  the road network 
because of  their greater share of  
passenger and freight transport. 
India had neglected its highway 
development for a long time, 
but it picked up the momentum 
after the establishment of  
National Highways Authority 
of  India (NHAI) as a nodal 
agency in 1997. The launch of  
National Highway Development 
Programme (NHDP) in 2001 
gave a major push to highway 
development.

This bolstered to extend the 
NHDP further in more phases 
(phases III to VII), especially 
in improving the lane capacity 
by converting existing 2 and 
4 lane highways into four and 
six lane highways. Apart from 
the development of  national 
highways under NHDP. These 
sections of  NHs are executed 
by the respective State Public 
Works Departments (PWDs) 
and Border Road Organisation 
(BRO). These highways were 

…“It is not Wealth that Built the Roads ….(in America)…. 
….. But, Roads that Built Our Wealth”

-John F. Kennedy
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provided with development 
works of: (i) Improvement of  
riding quality (ii) Widening to 2/4 
lane (iii) Strengthening of  roads 
(iv) Construction of  bypasses 
(iv) Rehabilitation/construction 
of  bridges

State highways

While the national highways 
that link various parts of  the 
country, highway projects linking 
various parts of  the States are 
undertaken by State governments 
with the technical and financial 
assistance of  international 
lending agencies e.g., World 
Bank, Asian Development Bank 
and Japan Bank for International 
Cooperation. Some State 
Governments – those of  Tamil 
Nadu, Maharashtra, Andhra 
Pradesh, Kerala and Orissa – have 
been at the forefront of  it. Also, 
several States have established 
State Road Development 
Corporations and entrusted this 
responsibility to them. Some 
stretches of  State Highways are 
also developed and maintained 
by some States using their own 
budgetary resources.

Rural and Urban roads

The Government of  India 
has accorded priority to road 
connectivity to rural hinterlands 
through Prime Minister Grameen 
Sadak Yojana (PMGSY), which 
is a scheme floated to provide 
road connectivity to rural areas 
with direct funding by the 
Government to Panchayats. 
The panchayats are thus given 

additional funds for this purpose 
and progress is monitored 
by the Government of  India. 
Urban roads are developed 
and maintained by respective 
local governments, but not 
enough concerted efforts are 
made to perform. The opening 
of  some of  the segments e.g., 
arterial roads, highway bypasses, 
expressways , ring roads etc. is 
giving rise to a major facelift in 
some of  the big cities.

Hinterland roads

Another important road 
development project undertaken 
by the Government of  India is the 
Accelerated Road Development 
Programme (ARDP) in North 
Eastern (NE) Region, which 
is aimed at improving road 
connectivity to the remote 
places of  the NE region. This 
project has the targets proposed 
as (i) 2/4 laning of  about 5,174 
km of  NH and (ii) 2 laning/

Table 1 : Development Focus and Models in Different NHDP Phases

NHDP 
Development 

Phase

Development 
Focus

Development 
Model

Phase I Golden Quadrilateral and Port 
connectivity projects

Traditional EPC 
Model

Phase II North-South and East-West 
connectivity projects

Traditional EPC 
Model

Phase III (A & 
B)

Conversion of  the highways 
from 2 to 4/6 lanes while 
providing connectivity to 
uncovered places such as State 
capitals, high density corridors, 
places of  tourist and economic 
importance

PPP through 
BOT Model

Phase IV Upgradation of  about NHs into 
2-lane with paved shoulders

PPP through 
BOT Model

Phase V 6-laning of  6500 km of  existing 
4-lane NHs

PPP through 
DBFO Model

Phase VI Development of  fully accessed 
controlled expressways

PPP through 
DBFO Model

Phase VII Development of  ring roads, 
grade separated intersections, 
flyovers, RoBs, underpass and 
service roads

PPP through 
DBFO Model

Source: GOI (2009)
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improvement of  4,589 km of  
SH.The project is planned to 
be implemented in two phases. 
It also includes an Arunachal 
Package that comprises 2319 km 
of  road development.

3. Road and Highway 
Development Phases

Road and highway development 
in India was initially carried outby 
different institutions operating at 
various levels of  Government. 

In the initial stages of  the 
highway development, the NHAI 
used the traditional procurement 
model of  Engineering, 
Procurement and Construction 
(EPC) contracts, which involved 
highway developers having the 
limited role of  project execution 
only. Subsequently, it began 
to involve the private sector 
players through awarding of  
long term concession contracts 
involving BOT variants for 
various stretches of  national 
highways. NHAI has been given 
more independence to select and 
implement projects in order to aid 
speedy development by seeking 
private sector participation.

4. H i g h w a y / R o a d 
development Financing

Highway and road development 
is a capital intensive 
infrastructure that requires a lot 
of  money. In the initial phases 
of  highway development,much 
of  the funding came in the 
form of  Government grant and 
the Central Road Fund (CRF), 

which was established through 
the levy of  cess on petrol and 
diesel consumption. However, 
the Government has realised 
that the investment requirements 
of  highway development are 
large and would require the 
flow of  private investments. It 
is with this background that the 
private sector participation has 
been given a major drive and the 
projects are increasingly floated 
using PPP models that bring in 
private sector investments (Govt 
of  India 2009).

Having recognised the 
importance of  strong finance/ 
fund flows, the Government 
began to provide lending to 
private developers for executing 
highway development projects. 
The India Infrastructure Finance 
Corporation Limited (IIFCL)
provides direct lending to the 
road sector projects. IIFCL 
was initially established with an 
equity contribution from the 
Government but later it has been 
allowed to mobilise funds from 
public through floatation of  
bonds. IIFCL has successfully 
raised funds from public through 
a series of  bonds and continues 
to lend to road development 
sector. Lastly, the Government 
has also started Infrastructure 
Debt Fund (IDF) as a more 
secure and long term financing 
option for infrastructure 
development including highway/
road development.

5. Private Sector 
Participation in Roads and 

Highway Development

In the early period, roads and 
highways were completely built 
by the government departments 
and agencies (of  both Centre and 
State) using their funds for several 
decades. This arrangement gave 
limited results and was fraught 
with several operational and 
budgetary issues. The opening up 
of  roads to private sector began 
with highway development upon 
the establishment of  NHAI. 
Althoughthe NHDP Phase I and 
II were publicly financed through 
fuel cess and federal grants and 
used traditional contracting 
models, it was undertaken in PPP 
mode after NHDP Phase III. 
Essentially, grant financing model 
was replaced by the revenue 
model based on toll collections 
to finance highways projects. 
The private developers were also 
provided good incentives by the 
Government of  India (see Box 
1) for making road and highway 
development an attractive option 
for them.

Box 1 Incentives for Private 
Sector

With a view to further augment 
flows of  funds to road sector, 
several incentives have been 
given by Government of  
India. Some of  the incentives 
include:

 Declaration of  road as 
an industry and allowing 
100% FDI
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 Government to carry 
out all preparatory work 
including land acquisition 
and utility removal. 
Right of  way (ROW) 
to be made available to 
concessionaires free from 
all encumbrances.

 NHAI / GOI to provide 
capital grant up to 40% 
of  project cost to enhance 
viability on a case to case 
basis

 100% tax exemption for 
5 years and 30% relief  for 
next 5 years, which may 
be availed of  in 20 years.

 Higher Concession period 
allowed up to 30 years

 Arbitration and 
Conciliation Act 1996 
based on UNICITRAL 
provisions.

 In BOT projects 
entrepreneurs are allowed 
to collect and retain tolls

 Duty free import of  
specified modern high 
capacity equipment for 
highway construction.

Source: GOI (2012)

The incentives for attracting 
private sector into road sector 
were followed by the adoption 
of  various models that 
encourage PPP, which provided 
a means of  accelerating private 
sector participation. PPPs have 

become an important means of  
investment inflows and project 
execution across all sectors and 
the Government of  India has 
formulated a national PPP policy 
in 2001 to further emphasize its 
role.Further the government has 
come out with the grant fund 
support of  otherwise feasible 
projects through Viability Grant 
Fund and Special grants for 
Project closure. Figure 1 shows 
the major PPP models that have 
been taken up for road/highway 
development in India.

6. Roads and Highway 
Infrastructure: Issues and 
Challenges

By adopting the PPP models in 
the early stages of  development, 
India has made significant strides 
in road and highway development 
in terms of  the network laid 
down. The impact of  the PPP 
has been particularly more in 
the development phases III – 
VII when most of  the projects 
were taking off  through the PPP 
route. Also, the Government of  
India has made other enabling 
provisions such as streamlining 
the project clearances through 
PPP Appraisal Committee as 
well as the formation of  PPP 
Cell for enabling the adoption of  
PPP model. Yet, there are several 
issues and challenges faced by 
this sector.

(i) Although the PPP models 
have contributed to the 
uptake of  road and highway 
projects and investments, 

the initial spirit is waning 
off. Infrastructure projects 
like road development 
are likely to face a variety 
of  risks at various stages 
of  projects that give rise 
to stumbling blocks. The 
participants of  highway 
development projects were 
not fully aware of  these 
risks and they fell prey to 
some of  them and tasted 
failure. As a result, some 
of  the projects could not 
take-off  even after making 
a beginning.

(ii) Further, some of  the firms 
that were new to the sector 
and business could not 
come upto the terms and 
operations of  the sector. 
They perceived the sector 
to give quick dividends but 
the projects of  this kind 
are long term and require 
a patient and perseverant 
attitude in order to obtain 
results. Also, some of  
the firms bagged enough 
orders that their order book 
was full and they could no 
longer execute/ bid for any 
other projects as they could 
not scale up their activities 
(of  course, there are some 
real resource constraints at 
the stage of  construction as 
well).

(iii) The lack of  secure and long 
term financing was another 
reason why some of  the 
projects could not take off  
and some firms backed-off  
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firms even cancelled their 
contract. The Government 
is also on rethinking mode 
after the fiasco and EPC 
models are again finding a 
place in road development 
as a result of  it.
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from the projects. Although 
financial institutions had 
lent in the initial phases, 
their exposure to this sector 
was also reaching saturation 
and there was a perception 
among the financiers that 
the project risks are real 
and that jeopardized the 
bank lending itself. On 
account of  several hurdles 
experienced in the PPP / 
Concession projects, some 
of  them could not take-off  
from the ground.

(iv) The declining level of  
interest by private sector 
projects for the bidding 

on BOT model has 
surprised and shocked the 
government and it made 
some moves especially in 
terms of  long term secure 
finance options through 
IDFs and Government 
loans. Yet, there were 
some inherent problems in 
the procurement process 
wherein aggressive bidding 
by project developers have 
resulted in huge financial 
liability and poor returns 
on investment. As a result 
and with the ground level 
hurdles like land acquisition, 
environmental clearances 
and R&R issues, some of  the 

Figure 1 PPP Models in Road Development Sector

EPC BOT/BOOT Annuity Contracts

• First model that 
induced private 
sector strengths

• Suitable for 
Greenfield 
Projects

• Getting revived 
again in the 
wake of  drying 
up of  private 
investments and 
remote projects

• Concession 
models are very 
popular and 
variants also 
emerged

• Suitable for 
both greenfield 
and brownfield 
projects

• Several variants 
possible - toll , 
annuity, hybrid

• New addition 
to the current 
development 
models

• Suitable for 
operation and 
maintenance 
projects

• Taking off  with 
a large network 
created with 
several variants

• Conventional 
development 
model followed by  
Government

• Suitable for 
highway junctions, 
intersections and 
furniture

• Performance 
based contracts 
getting focus

Source: Author’s Own
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1. Introduction

In common parlance, 
infrastructure is understood as 
physical infrastructure such as 
transport, electricity, housing etc. 
However, at a conceptual level, 
infrastructure is categorized into 
three parts viz; physical, social and 
digital infrastructure. According 
to the noted economist A.O. 
Hirschman social overhead 
capital is the “basic services 
without which primary, secondary 
and tertiary productivity activities 
cannot function”. The economic 
survey of  the Government of  
India (GoI) (2018-19, page 209) 
emphasizes on the importance 
of  infrastructure by stating 
that “the very success of  social 
and economic transformation of  an 
economy lies in providing inclusive and 
sustainable infrastructure amenities to 
the people and the pace of  economic 
growth depends on how competently 
and judiciously an economy is able to 
address its infrastructure bottlenecks.”

In the above context it is 
pertinent to note that the World 
Bank’s Sustainable Development 
Goal (SDG) number 9 aims to 
“Develop quality, reliable, sustainable, 
and resilient infrastructure, 
including regional and trans-border 
infrastructure, to support economic 

development and human well- being, 
with a focus on affordable and equitable 
access for all”.

Against the above backdrop, the 
present article makes an attempt 
to discuss the Indian perspectives 
of  infrastructure in terms of  
current status, challenges and 
policy options.

2 Current Status

2.1 Physical infrastructure

The Economic Survey, GoI 
2018-19, in their empirical 
exercise found that the 
correlation coefficient of  
investments in inland transport 
which includes road, rail and 
airport infrastructure to GDP is 
more than 0.90.

2.1.1 Road infrastructure

According to the Economic 
Survey, GoI 2018-19, India 
needs to spend 7-8 per cent of  its 
GDP on infrastructure annually, 
which translates into annual 
infrastructure investment of  US 
$ 200 billion. However, India 
has been able to spend about 
US $ 100-110 billion annually 
leaving a deficit of  around US 
$ 90 billion per annum. Road 
sector as an infrastructure 
facility is the dominant mode of  
transportation accounting for 
3.14 per cent of  Gross Value 
Added (GVA). It also forms 
69 per cent and 90 per cent of  
the countrywide freight and 
passenger traffic respectively. 
There has been a threefold 
increase in the total investment 
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in the road infrastructure from 
Rs.51, 914 crore in 2014-15 to 
Rs. 1, 58,839 crore in 2018-19.

2.1.2 Rail infrastructure

Rail transport has been 
recognized as a cost effective 
long distant transport mode. 
The freight and passenger 
performance indicates that 
during 2018-19, Indian Railways 
(IR) carried 1221.39 million 
tonnes of  revenue earning 
freight, recording an increase 
of  5.33 per cent. However, the 
number of  passengers carried by 
IR showed a decelerating trend 
as the percentage increase which 
was 2.09 per cent in 2017-18 
witnessed an increase of  0.64 per 
cent in 2018-19.

2.1.3 Power infrastructure

Power infrastructure has 
witnessed improvements in 
terms of  universal electrification 
(generation and transmission of  
electricity). The installed capacity 
has increased to 3,56, 100.10 
MW in 2019 from 3,44,002 MW 
in 2018. In terms of  fuel-wise 
power generation capacity as 
on April 2019, thermal power 
accounted for 63.5 per cent. 
(2,26,279.3 MW) followed by 
hydro for 127 per cent. (45,399.2 
MW) and nuclear power 
accounted for around 2 per cent. 
Furthermore, more than 46 per 
cent come from private sector, 
around 30 per cent from the 
State governments and around 
24 per cent from the Central 
government.

2.1.4 Infrastructure ranking

According to World Economic 
Forum’s Global Competitiveness 
Index (GCI) 2019, India’s rank 
in infrastructure was placed at 
the70th position among 141 
countries. With the exception of  
Brazil, whose rank stood at 78th, 
all the other BRICS countries 
recorded better rank than India 
e.g. China 36th, Russia 50th, and 
South Africa 69th.The ranks with 
regard to transport infrastructure 
for the BRICS countries are set 
out in Table 1

2.2 Social infrastructure

Social infrastructure like 
education, health, housing and 
connectivity plays a critical role 
in ensuring inclusive growth in 
an emerging market economy 
like India. It is pertinent to note 
that the World Bank’s Agenda 
2030 in respect of  17 Sustainable 
Development Goals (SDGs) 
with 169 targets are closely 
and critically interrelated with 
social infrastructure. It may be 
further noted that education and 
health are two crucial elements 

Table 1: Ranking of  Transport Infrastructure (Out of  141 Countries)
Brazil Russia India China South 

Africa
Transport Infrastructure 85 49 28 24 45
Road Connectivity 69 41 72 10 7
Quality of  Road Infrastructure 116 99 48 45 47
Railroad Density 78 69 39 61 47
Efficiency of  Train Service 86 17 30 24 68
Airport Connectivity 17 18 4 2 39
Efficiency of  Air Transport Service 85 52 59 66 27
Liner Shipping Connectivity 48 43 25 1 44
Efficiency of  the Sea Port Services 104 47 49 52 50
Source: Global Competitiveness Report 2019, World Economic Forum

The ranks with regard to utility infrastructure for the BRICS countries 
are set out in Table 2

Table 2: Ranking of  Utility Infrastructure (Out of  141 Countries)
Brazil Russia India China South 

Africa
Utility Infrastructure 45 50 103 65 92
Electricity Access 71 2 105 2 107
Electricity Supply Quality 28 61 108 18 49
Exposure to Unsafe Drinking Water 28 50 106 74 88
Reliability of  Water Supply 55 53 96 68 87
Source: Global Competitiveness Report 2019, World Economic Forum
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US $ 2.2 trillion to the global 
economy over next 15 years. 
This new technology is expected 
to support manufacturing 
sector, utilities, and professional 
services. The ranks with regard 
to ICT adoption for the BRICS 
countries are set out in Table 4

3. Challenges

A perusal of  contemporary 
literature along with the country 
experiences including India 
reveal that in the construction 
and operation phases of  
infrastructure and in the delivery 
phase there after two critical 
challenges predominate viz; (a) 
investment and finance and (b) 
supply chain management.

3.1 Investment and financing challenges

Infrastructure financing, 
currently is increasingly coming 
from private sector. A McKinsey 
study has estimated that the 
share of  total infrastructure 
financing in GDP would increase 
from around 3.8 per cent to 5.6 
per cent in 2020. Analysis of  
the G20 countries suggests that 
developing countries would need 
to invest an additional US $ 1 
trillion a year. The challenges for 
infrastructure financing emanates 
from the mismatch in investment 
demand and financing supply. 
Risks transfers in infrastructure 
projects are often ill structured 
and could be the main reason for 
cost overruns or even failures. 
In a Public Private Partnership 
(PPP) model, transferring too 
much risk to private sector also 

Table 3: Human Development Index (HDI) (Out of  141 Countries)
Brazil Russia India China South 

Africa
Human Development Rank 79 49 130 86 113
Human Development Index 
(HDI) 

0.759 0.816 0.64 0.752 0.699

Life Expectancy at Birth 75.7 71.2 68.8 76.4 63.4
Expected Years of  Schooling 15.4 15.5 12.3 13.8 13.3
Source: HDI Report 2018, UNDP

Table 4: ICT Adoption (Out of  141 Countries)
Brazil Russia India China South 

Africa
ICT Adoption 67 22 120 18 89
Mobile-cellular Telephone 
Subscriptions

101 9 120 78 10

Mobile-broadband Subscriptions 46 51 116 36 69
Fixed-broadband Internet 
Subscriptions

61 47 110 32 104

Fibre Internet Subscriptions 61 14 102 6 81
Internet Users 70 39 107 93 91
Source: Global Competitiveness Report 2019, World Economic Forum

in improving the Human 
Development Index (HDI). 
India’s HDI in 2017 ranked at 
130 among 189 countries. The 
ranks with regard to Human 
Development Index (HDI) for 
the BRICS countries are set out 
in Table 3

2.3 Digital infrastructure

Digital infrastructure, particularly, 
has been recognized as a powerful 
tool to support development 
and poverty reduction through 
empowerment of  masses. There 
has been a significant growth 
in telephone connection e.g. in 
2018-19, telephone connections 
at 118.31 crore registered a 
growth of  26.84 per cent over 

2013-14 (93.30 crore). The wire-less 
telephony currently constitutes 
98.17 per cent and the overall 
tele-density stands at 90.10 per 
cent with rural (57.50 per cent) 
whereas urban (159.66 per cent). 
Furthermore, the private sector 
has a share of  88.72 per cent as 
at end- March 2019.

India’s mobile industry as 
reported in the Economic Survey 
2018-19, GoI, contributes about 
6.5 per cent of  India’s GDP. 
Globally, the contribution of  
mobile industry amounted to 
US $3.9 trillion and is expected 
to increase to US $ 4.8 trillion 
or 4.8 per cent of  global GDP. 
It is also expected that 5G 
technology could contribute 
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leads to wrong incentives and 
thus inefficiencies. PPPs are 
sensible when private partners 
bring significant expertise 
and capacity innovation. 
Infrastructure projects generate 
positive value with a considerable 
gestation lag. Therefore, in a PPP 
model, private parties should 
ensure that transfer of  cash 
flows is credible. Pension funds, 
private equity funds could be 
encouraged and promoted. Bank 
loans usually supply the largest 
share of  financing as bank loans 
have advantage over bonds but 
banks take considerable risks 
with their loans. Therefore, 
debt financing should be made 
attractive and encouraged. Bond 
financing is preferable to bank 
finance in the operational phase 
but bank finance is preferred 
in the construction phase. 
Syndicated loans are common 
for the debt financing of  larger 
projects. A current impediment 
to infrastructure finance is 
absence of  credit insurance in 
infrastructure projects.

One of  the key questions is how 
to promote infrastructure bonds 
apart from developing local 
bond market. It is, therefore, 
important in this context, to 
ensure efficient legal framework, 
bureaucratic efficiency and 
contract enforceability.

3.2 Challenges for Supply Chain

Due to its growing importance 
in achieving superior supply 
chain performance and hence 

on improving a country’s 
economic competiveness, 
logistics infrastructure has 
become an important subject 
of  discussion across the globe. 
One of  the major concerns that 
is raised in these discussions 
is the rising logistics cost and 
several researchers attribute this 
to poor infrastructure. A closer 
look at the supply chain benefits 
of  logistics infrastructure reveal 
several insights for policy makers. 
Studies reveal that companies 
tend to respond to new logistics 
infrastructure by modifying their 
supply chains in order to reduce 
cost while maintaining the same 
or higher customer service 
level. Improvements in trade 
infrastructure lead to higher 
logistic system’s capacity resulting 
in lower congestion. This in 
turn helps firms in establishing 
greater reliability in delivery of  
goods to their customers, leading 
to reduced warehousing and 
inventory costs, in addition to 
lower logistics cost.

However, research has shown 
that in the past, government 
and policy makers overlooked 
the connection between 
supply chain performance and 
economic growth and hence 
failed to account for this in 
their infrastructure investment 
decisions. But the good news is 
that at present, policy makers in 
both developed and emerging 
economies have recognized that 
an effective logistics management 
is one of  the key enablers of  
economic development.

One of  the most appropriate 
metrics for infrastructure 
assessment is the Logistics 
Performance Index (LPI), 
developed by the World Bank. 
The LPI is developed based on a 
survey of  logistics professionals 
from over 160 countries. Apart 
from infrastructure and ease 
of  arranging shipments, the 
major components of  the LPI 
also include customs, quality 
of  logistics services, timeliness, 
and tracking and tracing of  
shipments. According to the 
most recent global view on trade 
logistics performance, India and 
China (globally ranked 44th and 
26th respectively) are among 
the top performers in terms of  
the LPI score. However, with 
respect to the internal trade 
infrastructure, India’s score 
is much less as compared to 
China and other developed 
countries. The World Bank’s 
Connecting to Compete reports have 
also emphasized on different 
policy decisions that should 
be implemented to achieving 
superior logistic capabilities. 
In addition to building 
transportation infrastructure, 
these decisions include regulating 
logistic services and improving 
the quality of  public–private 
partnerships (PPP).

4. Policy options

A few policy options are set out 
below:

• Designing a strategic 
vision to address diverse 
governance challenges
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• Identification of  priority 
projects along with choosing 
delivery modes needs to be 
formalized

• Coordination across all 
levels of  government

• Strengthening the regulatory 
framework

• Ensuring systematic data 
collection on performance 
by institutionalizing a 
central infrastructure unit

• Consideration may be given 
to encourage export credit 
agencies such as Japan 
Bank for International 
Cooperation and Korea 
Export-Import Bank 
to get involved in large 
infrastructure projects.

• It is important for policy 
makers to look at more 
reliable quantitative metrics 
to evaluate and compare 
their logistics infrastructure 
with global benchmarks 
and hence assess policy 
impacts and make necessary 
investments therein.

• There is need for improving 
the country’s domestic 
logistic capabilities in order 
to fully unearth the supply 
chain benefits. This is 
particularly important for 
successful implementation 
of  the current government 
policy of  30% local 
sourcing.

5. Conclusions

High quality infrastructure 
supports growth, improves 
well-being and generates jobs. 
Recognizing this, GoI, along 
with the state governments, have 
encouraged infrastructure in 
terms of  investment and delivery 
of  services. However, the 
infrastructure sector needs lots 
of  improvement. Infrastructure 
investment is a complex process 
both in the construction and 
operational phase. There are 
financing and supply chain 
challenges and these need to be 
addressed so that infrastructure 
development serves multiple 
policy goals such as growth, 
productivity, affordability and 
inclusive development.

References

[1] h t t p s : / / w w w .
s u p p l y ch a i n q u a r t e r l y.
com/topics/Logist ics/
scq200804infrastructure/

[2] https://openknowledge.
worldbank.org/bitstream/
hand le/10986/29971/
LPI2018.pdf

[3] A.O. Hirschman (1958) 
‘Strategy for Economic 
Development’, Yale 
University Press

[4] Economic Survey, 
Government of  India 2018-
19

[5] Getting Infrastructure Right 
– The Ten Key Governance 
Challenges and Policy 
Options OECD,2016

[6] Understanding the 
challenges for infrastructure 
finance, Working Paper 
No. 454, 2014 Bank for 
International Settlement

Acknowledgement: Authors 
thankfully acknowledge research 
contributions from Mr. Chinmay 
Joshi, RA SPJIMR.



MEDC Digest - Cover_FOOD PROCESSING INDUSTRY Inner Pages.indd   1 27-Apr-19   12:13:30 PM

December 2019MEDC Economic Digest

Cover Story

23

How Telecom is Transforming Rural India?
Mr. Vinayak Ramachandra Adkoli

Freelance writer and cartoonist

India has no dearth of  
technological and business 

innovations for rural areas. 
However, telecom policies and 
scams have created a negative 
impact on the growth of  this 
sector in rural India. Certain 
policies have forced Internet 
service providers to rethink their 
investments there.

The Indian telecommunications 
sector has grown rapidly in the 
last few years. India now has the 
second largest network in the 
world, next only to China. In 
rural areas, tele-density was 56.87 
per cent, at the end of  August 
2017, whereas in urban areas, it 
was 173.72 per cent.

To enable India’s transition into 
a digital economy and knowledge 
society, large investments in 
infrastructure, both in optical-
fibre cables and towers, for 
wireless transmission are 
required. The government is 
committed to extending the 
reach of  mobile networks to 
around 50,000 remote, rural 
villages, with support from 
Universal Services Obligation 
Fund (USOF). In addition, 
investments are being made to 
lay optical-fibre cables for high-

speed broadband connectivity in 
rural areas.

Given below are some initiatives 
that are being taken by the 
government of  India in this 
direction.

• BharatNet

• Network for left-wing 
extremism areas

• Connecting the 
unconnected

• Wi-Fi hotspots

• Digital villages

The future of  telecommunications 
is 5G. However, a large number 
of  people in India live in rural 
and low-income zones. They 
live without any wireless signal 

This report shares an overview of  the potential of  the telecom industry in rural India and the various technologies that can 
help drive the initiatives.
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coverage and connectivity. 
Presently, cellular technology is 
mostly an urban concept.

According to 2015 statistics, 
about 56 per cent of  the world’s 
population does not have access 
to the Internet. In September 
2015, the United Nations (UN) 
signed Universal and Affordable 
Internet Provisioning for 
Everyone, Everywhere by 2020.

Villages can be classified as 
small, mid-sized or large based 
on area and population, and can 
be located in hilly or plain areas. 
And wireless network topology 
depends on factors like size of  
village, distribution of  residential 
houses and terrain map of  
village.

Broadband technology allows 
high-speed transmission of  
voice, video and data over 
networks and ICT applications. 
This, along with community 
antennae, optical fibres, satellites 
and fixed mobile wireless 
technologies, can also be used in 
rural areas effectively. The ability 
to access the Internet can bring 

a positive impact on the rural 
society. However, there is a wide 
digital divide between urban and 
rural areas in India, because of  
uneven distribution of  basic 
telecom infrastructure.

Further, poverty and lack of  
education are also factors 
responsible for the lack of  
advancements in wireless 
technology in rural areas. Social 
interaction can be obtained 
between urban and rural masses 
through social media channels 
such as Facebook, Twitter, 
WhatsApp and the like. Wireless 
connectivity in rural areas can 
also reduce poverty, create jobs, 
and increase skills and income of  
the population.

To overcome the lack of  
Internet connectivity for 
undeserved communities, Digital 
Employment Foundation and 
Internet Society jointly launched 
Wireless for Communities 
(W4C) initiative in October 2010. 
This project includes training 
rural communities on different 
wireless technologies, among 
others.

Under Digital Village initiative 
announced in February 2017, 
the government of  India aims to 
bring free Wi-Fi to 1050 villages. 
The initiative will follow the 
public-private partnership mode 
of  operation. Services including 
LED streetlighting, Wi-Fi 
hotspots, skill development, 
interactive sessions with experts, 
government officials and so 
on will be provided at village 
panchayat level.

In the next three years, Narendra 
Modi government plans to lay 
down infrastructure including 
one million kilometres of  
optical-fibre cable network, to 
bring digital connectivity to the 
country’s 223,000 villages.

On November 13, 2017, the 
government announced the 
second and final phases of  
BharatNet project, which aims to 
provide broadband connectivity 
across Indian villages. It aims to 
provide Internet services to rural 
masses at affordable prices. This 
ambitious project is likely to add 
US$ 68 billion to India’s GDP.

Despite these initiatives, digital 
access remains abysmal in Indian 
villages.

Creating and deploying new 
applications

Union Budget 2018 had good 
news for e-commerce startups 
in rural India. The government 
of  India is planning to set up 
500,000 Wi-Fi hotspots that are 
expected to provide broadband 

COMPARATIVE ANALYSIS OF VARIOUS 
WIRELESS TECHNOLOGIES IN RURAL AREAS

Technology Range Speed Rural Factor

Wi-Fi 0.05 - 0.45 600 mbps Range

Wild 100 - 280 3 mbps - 4 mbps Stability, Cost

Wi-Max 0.3 - 49 33 mbps - 70 mbps Cost Complexity

Satellite No related 5 mbps - 25 mbps Costly

TVWS (UHF) 10 - 30 2 mbps - 45 mbps Spectrum Sensing
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Internet access to 50 million 
people in rural parts of  the 
country.

Wi-Fi hotspots

Wireless hotspots are wireless 
access points located typically 
in public locations that provide 
Internet access to mobile devices 
such as laptops and smartphones. 
Typical Wi-Fi hotspot venues 
include cafés, libraries, airports 
and hotels. Wi-Fi hotspots can 
be added to rural areas as well.

Satellites or wireless technologies 
such as Wi-Max can be used 
to create rural links. Next-
generation wireless Internet 
technology for rural areas 
is underway, with point-to-
multipoint communications and 
integrated charge controllers for 
solar panels. A combination of  
special antennae and software can 
be used to convert short-distance 
Wi-Fi to long-distance Wi-Fi. 
The result is high bandwidth, in 
the range of  18mbps to 20mbps.

Google’s Internet balloons

Geo-stationary balloon satellites 
(GBSes) float in the atmosphere, 
18km to 21km above sea level at 
a fixed point. Air density at that 
height is one-tenth of  sea level. 
Average wind speed there is also 
low. A propulsion system moves 
and maintains the balloons in 
position.

GBSes are powered by solar 
panels and receive laser power 
from the cell tower these hover 

over. These could be used to 
provide broadband Internet 
access over a large area.

To provide Internet connectivity 
at remote places, Google came 
out with an innovative solution—
known as Project Loon—using 
such balloons. It consists of  a 
network of  balloons floating in 
the stratosphere. Balloons have 
transceivers that transmit and 
receive signals. The system utilises 
the wind obtained from National 
Oceanic and Atmospheric 
Administration (NOAA), and 
joins the global network by 
establishing a connection using 
Internet Service Protocols (ISP) 
or Long-Term Evolution (LTE) 
technologies. Loon balloons can 
travel in different directions.

Each balloon contains the 
following:

• An envelope made from 
polyethylene plastic: It is 
15m wide and 12m tall. It is 
a super-pressure, specially-
constructed balloon, which 
lasts longer than a weather 
balloon, and can withstand 
higher pressure.

• Solar panels that provide 
power to the balloons: 
These sit between the 
envelope and equipment. 
Under full Sun, panels get 
fully-charged and produce 
around 100W of  power. 
This power is enough to 
keep the unit in service 
mode, while charging the 

battery for use at night. 
Project Loon gets power 
from wind, too.

• A box containing electronic 
components: The box looks 
like a basket. It contains 
electronic circuit to controls 
the system, radio antennae 
for communication with 
other balloons and the 
Internet antennae on 
ground. It also has a battery 
that acts as a power backup 
unit that stores solar power 
so that balloons can operate 
at night, too.

Advantages of  Loon

• Is cost effective

• Improves communication 
during disaster

• Uses renewable energy 
sources and is available at all 
times and places

• Is fast, efficient and 
more reliable than wired 
connections

Disadvantages

• Hardware failure

• Is restricted by spectrum 
regulations

Mobile towers, TVs and the 
IoT for rural India

Many telecom giants place 
mobile towers only in cities and 
do not focus on rural areas. This 
is due to huge costs incurred in 
the setting up of  these towers. 
Today, huge subsidies are 
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being provided by USOF to 
set up passive infrastructures 
such as mobile towers and 
power supplies (such as diesel 
generators). Subsidies are also 
being provided to install active 
telecommunication equipment 
like dish antennae, flat antennae 
and backhaul carriage facilities.

Telecom operators continue 
to face problems in installing 
mobile towers in rural sectors. 
This is because individual states 
impose their own rules that do 
not match the rules imposed 
by Department of  Telecom 
(DoT). Tower and Infrastructure 
Providers Association is fighting 
to overcome these differences.

High competition exists in the 
field of  direct-to-home (DTH) 
set-top box market in India. 
DTH operators provide very-
high-speed broadband in Ka 
band, with 50mbps downlink 
and 20mpbs uplink speeds.

Today, 70 per cent of  DTH 
subscribers reside in rural areas. 
Tata Sky is the dominant DTH 
brand with 13.2 million DTH 
subscribers from rural areas 
alone. The rural electrification 
initiative by the government 
of  India is the main reason 
behind the growth of  Internet 
technology in rural India.

Virtual network operators is 
another recent trend. These 
provide services in rural areas 
using a network of  existing TSPs 
having unutilised capacity or 
using last-mile connectivity.

National Telecom Policy 2018 
aims to provide new technologies 
including 5G and the Internet 
of  Things (IoT) to rural areas. 
Foreign direct investments 
also play a crucial role in the 
development of  the telecom 
sector in rural areas.

Rural farming has evolved 
through initiatives like subsistence 

farming, large for-profit farms, 
animal-powered farming and 
machine farming. We are now 
entering the era of  data-powered 
farming via large-scale open data 
sets on weather and yields, the 
IoT, drones and smart tractors. 
With help from India Electronics 
and Semiconductor Association 
(IESA), several startups are 
developing hardware and 
software to assist rural farming.

Today, small-scale farmers use 
drip irrigation particularly in 
areas where there is shortage 
of  water and water is a precious 
resource. These can now be 
controlled remotely via a 
combination of  installed IoT 
sensors and activators along with 
mobile applications.

(*Courtesy: This article was 
originally published on the 
website https://electronicsforu.
com/technology-trends/tech-
focus/telecom-transforming-
rural-india)

Economic Feed

	  The Finance Minister has said that the Indian economy may be facing a slowdown but there is 
no danger of  a recession. She added that the government will make policy changes as and when 
required to deal with the changing situation.

	 The government is preparing a strategy for the nationwide use of  blockchain technology, to 
scale up and deploy the distributed ledger solution to improve governance in the country. This 
technology has huge scope for potential application in different socioeconomic domains.

	 The revenue secretary has said that Aadhaar led to savings of  over $ 15.7 billion for the 
government during the past four years by eliminating duplication and ghost entries, while ensuring 
that the benefits did indeed reach the intended beneficiaries.
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The case to overhaul India's 
infrastructure sector

Mr. Dilip Lakhani
Senior Advisor

Deloitte Haskins and Sells LLP

The shakeout in the financial 
markets, the reluctance of  
banks to lend, and struggling 
shadow banks have triggered 
uncertainties, hindered regulators 
and confused investors. This 
masks a prosaic but significant 
anomaly; the absence of  a 
bankable model to finance 

infrastructure. The situation 
calls for prompt action or risk 
extreme hardships for many 
infrastructure companies and 
financial institutions in a decade.

Challenges and financing pattern 
issues for the infrastructure 
sector

The problems faced by the 
infrastructure sector could be one 
of  the limiting factors leading to 
India’s gross domestic product 
(GDP) growth not reaching 
its true potential. Some of  the 
hurdles include short-sighted 
goals, faulty implementation 

The government will have to overhaul the system, undertake in-depth study of  the industry’s capabilities, 
ensure smooth implementation of  policy changes, enable financing and expedite structural reforms to 
inject life into infrastructure projects

Image: Shutterstock
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models, financing patterns and 
inflation pressures.

Many corporates that had bet on 
the infrastructure sector a decade 
ago, are grappling with cash flow 
mismatches today, while some 
are struggling to avert possible 
insolvency proceedings.

The 12th Five Year Plan 
had projected infrastructure 
development at Rs 65 lakh 
crore to be equally met from 
budgetary resources and from 
debt and equity participation by 
commercial banks, international 
agencies, National Bank 
for Agricultural and Rural 
Development (Nabard), Non-
Banking Financial Companies 
(NBFCs), financial institutions, 
mutual funds, and other large 
strategic investors. Traditionally, 
the public sector has taken the 
lead in infrastructure financing. 
But the 12th Five Year Plan 
indicated that India’s high 
domestic saving rate could 
finance the need.

However, financial 
intermediation of  a huge pool 
of  savings, particularly on a large 
scale, requires a well-diversified 
and complex financial system, a 
deep bond market, suitable and 
innovative products, and a liquid 
capital market with investors 
that have appetite for long-term 
financial products.

The spiraling demand for 
infrastructure investment implies 
that the gulf  could be bridged 

with private capital. While the 
private sector did try to live up to 
expectations through the Public 
Private Partnership (PPP) model, 
the implementation of  the model 
has seen limited results.

Infrastructure projects are long 
gestation ventures with the 
average pay back ranging from 
eight to fifteen years. Initially, 
projects suffer losses due to high 
financial burden, administrative 
costs, and amortisation of  
project cost. Under the PPP 
model, the risk is borne by the 
private sector. At the end of  the 
concession period, projects are 
handed over to authorities at 'nil' 
value. The private sector typically 
recoups the cost and generates 
an internal rate of  return over 
the concession period, either 
through toll, annuity, or grant.

Write-offs This model forced the 
private sector to write-off  project 
cost over the concession period, 
either by way of  amortisation or 
depreciation, resulting in losses 
in the initial years. In the absence 
of  any long-term funding, the 
arrangement burdened the 
private sector to scout for funds 
to meet obligations of  principal 
repayment and interest.

Companies were often forced to 
borrow at a higher rate to repay 
their short-term borrowing. 
Such a cycle typically breaks, 
and companies default when 
borrowings cannot be rolled over 
or fresh borrowing is unavailable 
at sustainable cost. This brings 

out the dire need for institutions 
or corporations which can 
provide long-term funds to the 
private sector for execution of  
infrastructure projects.

Under the PPP model, it was 
envisaged that the government 
would support the infrastructure 
projects undertaken by private 
sector. However, the option was 
affected thanks to constraints 
posed by delayed land allotment 
and grant of  permissions. The 
private demand sector for 
compensation led to litigations, 
adding to the financial burden. 
Large quantum of  funds, claimed 
by the private sector for delayed 
project implementation, are 
today locked up in litigations.

Fewer bids and stressed power 
sector

The revenue stream from 
infrastructure projects also came 
under stress. In many cases, the 
traffic study undertaken jointly 
by the public and the private 
sector at the time of  bidding, 
did not eventually match actual 
traffic, unsettling the inflow-
outflow earnings math. Power 
project revenue suffered as states 
nudged power producers to 
lower tariff  on the grounds of  
sifter international rates.

In stretches of  metro railway, 
commuter flow was less than 
expected, as cheaper, illegal 
alternatives ran on similar routes. 
The tender document with 
enabling clause for generation 
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of  potential revenue by way of  
display and advertisement did 
not fully materialise as approvals 
were not forthcoming.

The private sector is currently 
occupied with huge tax litigation 
costs that have been denting 
earnings. Grant of  deduction 
of  tax holiday by incorporating 
section 80IA in the Income Tax 
Act, 1961, has not yielded desired 
results as the benefit can hardly 
be enjoyed by infrastructure 
projects which earn no taxable 
income in the initial years. 
Incorporation of  provisions of  
Minimum Alternative Tax (MAT) 
in the Income Tax Act, 1961 also 
offsets any benefit of  tax holiday 
to infrastructure projects.

The next 25 years

The latest Economic Survey 
shows that India needs to invest 
about $4.5 trillion to increase 
capacity of  its creaking, choked 
infrastructure; of  this, it should 
be in a position to garner about 

$3.9 trillion. Rising income levels 
and economic prosperity are 
likely to further push up demand 
for infrastructure investments 
over next 25 years.

Private sector investment could 
have bridged the gap, but 
unfortunately the PPP model 
is stuttering. The National 
Highways Authority of  India 
(NHAI) has attempted to 
introduce the hybrid annuity 
model for road infrastructure 
projects. The jury is still out 
on whether the new hybrid 
model will work especially when 
industry leaders feel that banks 
are reluctant to participate. 
Having burnt their fingers, it is 
not surprising that private capital 
is opposed to the PPP model.

There is a change in investors’ 
appetite for infrastructure 
projects. While the insolvency 
framework is addressing 
stressed assets, a large haircut 
for promoters and banks is 

inescapable. The power sector 
has almost 40,000 megawatts of  
stressed assets, coupled with a 
fall in the value of  bids at Rs 1-2 
crore per megawatt for a project 
against a capital cost of  around 
Rs 5-6 crores per megawatt. This 
has dampened enthusiasm of  
new promoters.

The government will have to 
overhaul the system, undertake 
in-depth study of  the industry’s 
capabilities, ensure smooth 
implementation of  policy 
changes, enable financing and 
expedite structural reforms to 
inject life into infrastructure 
projects. But with elections 
around the corner and private 
sector shying away from capex, 
the change could be slow and 
painful.

(*Courtesy: This article was 
originally published on the 
website http://www.forbesindia.
com/blog/ inf ras t r uc ture/
the-case-to-overhaul-indias-
infrastructure-sector/ )

Economic Feed

	  Japan is keen to have India back in the RCEP. This is due to the fact that it fears China setting 
the terms of  the pact and also reaping the benefits from easier origin rules that will allow Japan 
to sell goods coming from China to other RCEP countries at low duties.

	 The Union Cabinet has extended the term of  the 15th Finance Commission, which is to decide 
on the devolution of  tax and other resources between the Centre and the states, by one year 
to October 30, 2020. This comes in the wake of  the creation of  the new UTs of  J&K and 
Ladakh.
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Infrastructure Finance in India and the 
Public Private Partnerships

Gaurav Dwivedi
Centre for Financial Accountability

It is being emphasised quite 
often that the infrastructure 

sector is a crucial driver for 
the Indian economy. The 
sector would be responsible 
for propelling India’s overall 
development and enjoys intense 
focus from the Government 
for initiating policies that would 
ensure time-bound creation of  
world-class infrastructure in the 
country. Infrastructure sector 
includes power generation 
and transmission, highways, 
ports, bridges, dams, industrial 
zones, railway freight corridors, 
inland waterways and urban 
infrastructure development 
including smart cities, housing, 
water supply and sanitation. 
The Government of  India’s 
Economic Survey, 2017 – 2018, 
says that to ensure high and 
sustainable growth, there has 
been a substantial step up of  
investment in infrastructure 
mostly on transportation, 
energy, communication, housing 
and sanitation and urban 
infrastructure sector. However, 
the Global Infrastructure 
Outlook reflects that rising 
income levels and economic 
prosperity is likely to further 
drive demand for infrastructure 
investment in India over the 
next 25 years. Around US$ 4.5 

trillion worth of  investments 
are required by India till 2040 
to develop infrastructure to 
improve economic growth and 
community wellbeing. The 
current trend shows that India 
can meet around US$ 3.9 trillion 
infrastructure investment out of  
US$ 4.5 trillion. The cumulative 
figure for India’s infrastructure 
investment gap would be around 
US$ 526 Billion by 2040.

The Economic Survey, adds 
that there was massive under-
investment in infrastructure 
sector until the recent past 
when the focus shifted to invest 
more on infrastructure. The 
reasons behind the shortfall in 
investment were: the collapse of  
Public-Private Partnership (PPP) 
especially in power and telecom 
projects; stressed balance sheet of  
private companies; issues related 
to land and forest clearances. 
The need of  the hour is to fill 
the infrastructure investment 
gap by financing from private 
investment, institutions dedicated 
for infrastructure financing 
like National Infrastructure 
Investment Bank (NIIB) and 
also global institutions like Asian 
Infrastructure Investment Bank 
(AIIB), New Development Bank 
(erstwhile BRICS Bank) which 

is focusing more on sustainable 
development projects and 
infrastructure projects.

It further discusses the details 
of  estimated requirements 
and budget outlays for various 
sectors required to build such 
infrastructure in roads transport 
and highways, Bharatmala 
Pariyojana, railways, metro rail 
systems, civil aviation, shipping, 
Sagarmala programme, Inland 
waterways, telecom, power 
and energy, logistics sector, 
petroleum and natural gas and 
housing for all.

The International Finance 
Corporation (IFC) of  the World 
Bank Group has also brought out 
a recent analysis of  the climate-
smart investment opportunities 
in infrastructure sectors like 
renewable energy, transportation, 
climate-smart water supply, 
solid waste management, 
green buildings, climate-smart 
agriculture and large hydro. 
The estimated investment 
opportunities in India is US$ 3.1 
trillion from 2018 to 2030.

A similar report by Asian 
Infrastructure Investment 
Bank (AIIB) on infrastructure 
finance released recently in 
2019, states AIIB’s priority is 
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to mobilise private capital into 
infrastructure. It has a focused 
mandate on infrastructure 
project financing, and it does not 
offer concessionary funding. It 
says that AIIB will try to develop 
a high degree of  flexibility 
in financing through various 
instruments. Also, its strategy 
on mobilising private capital 
for infrastructure (2018) spells 
out its vision as a bank that will 
help develop emerging market 
infrastructure as an asset class.

It is also being indicated that 
the failure of  the PPP model to 
deliver on various aspects has to 
lead the government to look to 
finance projects through models 
like Hybrid Annuity Model 
(HAM), which is a combination 
of  the EPC (Engineering, 
Procurement and Construction) 
model and BOT-Annuity (Build, 
Operate, Transfer) model; 
government fully serviced 
bonds; station redevelopment; 
private investment; foreign 
direct investment; Infrastructure 
Investment Trusts route; LIC; 
Long Term Pension Funds; etc. 
This is in addition to the financial 
support from the national 
and international financial 
institutions.

Similar, policy recommendations 
to finance these mega projects 
are being made by national and 
international financial institutions 
like the World Bank, Asian 
Development Bank, International 
Finance Corporation, Asian 
Infrastructure Investment 

Bank and others in their 
country strategy documents, 
infrastructure development 
reports and analysis of  the 
investments required.

The announcements made by the 
Government of  India in Union 
Budget 2018-19 indicate the way 
forward in the coming future:

• A massive push to the 
infrastructure sector by 
allocating Rs 5.97 lakh crore 
(US$ 92.22 billion) for the 
sector.

• Railways received the 
highest ever budgetary 
allocation of  Rs 1.48 trillion 
(US$ 22.86 billion).

• Rs 16,000 crore (US$2.47 
billion) towards Sahaj 
Bijli Har Ghar Yojana 
(Saubhagya) scheme. The 
scheme aims to achieve 
universal household 
electrification in the country.

• Rs 4,200 crore (US$ 648.75 
billion) to increase the 
capacity of  Green Energy 
Corridor Project along with 
other wind and solar power 
projects.

• Allocation of  Rs 10,000 
crore (US$ 1.55 billion) 
to boost telecom 
infrastructure.

• A new committee to lay 
down standards for metro 
rail systems was approved 
in June 2018. As of  August 
2018, 22 metro rail projects 
are ongoing or are under 
construction.

•  Rs 2.05 lakh crore (US$ 
31.81 billion) will be 
invested in the smart cities 
mission. All 100 cities have 
been selected as of  June 
2018.

• India’s national highway 
network is expected to 
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cover 50,000 kilometres 
by 2019. National highway 
construction in India has 
increased by 20 per cent 
year-on-year in 2017-18.

However, in spite of  all the 
discussions about the enormous 
amounts of  investments required 
there has been little discussion 
regarding the implications of  
these massive investments 
and projects on the local 
communities, natural resources as 
well as the environment. Critical 
concerns such as infrastructure 
for whom and where have 
been mainly ignored and public 
consultations with communities 
missing. More importantly, the 
investments from IFIs have 
some environment and safeguard 
policies to comply with. But 
these have been missing on the 
part of  the domestic financial 
institutions, private investors and 
financial intermediaries which 
are being rapidly created and 
increasingly used to finance these 
projects. Most of  the finances 
coming from these institutions 
do not observe the transparency 
and accountability mechanisms.

Notwithstanding, the problems 
and failure of  PPP model for 

infrastructure development 
as noted in reports of  
various agencies, PPPs are 
being promoted by various 
government and international 
agencies to implement these 
mega infrastructure projects. 
The problems of  financing and 
operationalising PPP contracts 
in roads, power, water supply, 
sanitation have been well 
documented not only in India 
but across many other countries. 
Regardless of  these experiences 
and evidence, the PPP model 
is strongly recommended 
for more such projects. The 
World Bank Group Country 
Partnership Framework for 
India states that to leverage 
private finance, increasing 
focus on facilitating private 
sector solutions to development 
challenges including steps such 
as advisory and lending support 
for PPP transactions. Similarly, 
ADB, AIIB and IFC look to 
increase and extend support PPP 
transactions.

However, the PPP model is 
being used increasingly as a 
mechanism to link infrastructure 
projects to financial markets and 

financialisation of  infrastructure 
i.e. increasing use of  financial 
markets based instruments like 
exchange-traded funds, index 
funds, infrastructure funds, 
private equity funds, wealth 
funds, etc; financial instruments 
like collateralised debt obligations 
(CDOs), credit default swaps 
(CDS); derivatives like forwards, 
futures, options or swaps to 
invest funds for infrastructure 
development rather than tax 
revenues and loans from public 
development institutions. This 
is leading to infrastructure 
development for the creation of  
revenue streams for the investors 
rather than infrastructure based 
on the needs and demands of  
the local communities or public 
welfare. In all likelihood, market-
based instruments and agencies 
would be deciding what, where 
and for whom the infrastructure 
would be built depending on the 
profitability from the investments 
being made.

(*Courtesy: This article was 
originally published on the 
website https://www.cenfa.org/
blog/infrastructure-finance-in-
india-and-the-public-private-
partnerships/)

Economic Feed
	 The Union Government has released five sets of  survey reports on key socioeconomic trends, most of  which were 

approved but withheld. It has also made public the unit level data, which is essential for researchers to conduct 
their own analysis based on the raw survey data.
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Construction in India: 
An Industry Growth and Future

NKG Infrastructure Limited

The construction industry is 
next in line after agriculture 

in India which makes for about 
11% of  India as GDP. Thereby 
making a significant contribution 
to India’s economy and provides 
employment. This is because 
of  the linkages that the sector 
has with other sectors of  the 
economy. About 250 ancillary 
economical areas such as 
cement, steel, brick, timber and 
building material are dependent 
on the construction industry. 
A unit increase in expenditure 
in the construction sector has a 
multiplier effect with a capacity 
to generate income as high as 
five times.

The major segments in the 
construction industry consist 
of  real estate construction 
which includes residential 
and commercial construction; 
infrastructure development 
which includes roads, railways, 
power, etc; and industrial 
upliftment that encompasses 
oil and gas refineries, pipelines, 
textiles, etc.

India is on the move towards 
a phase of  sustained growth 
in the infrastructure build up. 
Construction industry regained 
growth movement in 2018 as well 
as 2019, with output hovering 

around 8% which was at 1.9% in 
2017. The industry is expected 
to continue to expand over the 
period (2019-2023), driven by 
the government’s efforts and 
large spends on housing, road, 
ports, water supply, and airport 
development. The government 
increased its expenditure towards 
infrastructure development 
by 20.9% to INR6.0 trillion 
(US$89.2 billion) in FY2018-
2019 with continued investment 
in transport infrastructure, 
energy and residential projects 
under flagship programs such as 
Bharatmala scheme, Housing for 
All 2022, the UDAN (Ude Desh 
ka Aam Nagrik) scheme and the 
Aayushman Bharat program. 
The population growth and 
urbanization will also drive the 
need for better infrastructure 
facilities and road infrastructure 
developments in the country.

The real estate industry 
encompassing construction and 
development of  properties has 
grown from entities with a focus 
on single products and having 
only market presence in one area 
into corporate entities with multi-
city presence having a range of  
products. There is a considerable 
shift from traditional financing 
methods to an era of  structured 
finance, private equity, and a 

public offering. This has led to 
the contribution of  the private 
sector in total infrastructure 
investment is expected to 
increase to 50%. The balance will 
be borne by the public sector.

GlobalData’s “Construction 
in India – Key Trends and 
Opportunities to 2023”, 
the report provides detailed 
market analysis, information, 
and insights into the Indian 
construction industry, including:

• The Indian construction 
industry’s growth

• Critical insight into the 
impact of  industry trends 
and issues

• Analysis of  the mega-
project pipeline

Key Highlights:

• GlobalData expects the 
residential construction 
market to retain its leading 
position and account for 
30.1% of  the industry’s 
total value in 2023. Market 
expansion over the forecast 
period is expected to be 
supported by public and 
private sector investments 
in the construction of  new 
residential buildings.
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• The infrastructure 
construction market under 
the Pradhan Mantri Gram 
Sadak Yojana (PMGSY), 
the government aims to 
build roads in the rural 
and backward areas in the 
country as a part of  PPP 
model.

• GlobalData expects 
the energy and utilities 
construction market to 
record a forecast-period 
CAGR of  10.83% in 
nominal terms, with 
the focus to increase 
the share of  renewable 
energy in terms of  total 
energy consumption and 
encouraging investment 
in renewable energy 
infrastructure.

• Growth in the institutional 
construction market will 
be supported by public and 
private sector investment in 
education and healthcare 
building construction 
projects.

• The total construction 
project in India – as 
tracked by GlobalData, and 
including all mega projects 
with a value above US$25 
million – stands at INR82.5 
trillion (US$1.2 trillion).

Construction Trends:

Construction trends that will 
affect the market big time are:

• Sustainable building

 Promoting a sustainable and 
clean environment by 2020

• Green building
 Focus on using green 

materials in the next five 
years

• Construction equipment
 Construction equipment 

industry to reach $ 5 bn by 
2020

• Construction vehicle segment
 Largest revenue share in 

the construction equipment 
market.

Prospects:

• The demand-supply gap 
for residential housing, 
favorable demographics, 
rising affordability levels, 
availability of  financing 
options is the key drivers 
supporting the demand for 
residential construction. 
Estimation of  Housing 
Shortage estimates, there 
would be a shortage of  
26.53 million houses, which 
provides a big investment 
opportunity. In addition to 
this, demand for office space 
is expected to continue due 
to the emergence of  India 
as a preferred outsourcing 
destination. Also, the 
trend in organized retail is 
expected to create a huge 
demand for real estate 
construction.

• While long-term factors 
are likely to favor the 
developers, the outlook 
for the short term looks 
bright again. The rise in 

sales and costs efficiency 
are providing the sunshine 
on the profitability of  real 
estate majors. But entry into 
affordable housing is likely 
to pressurize margins but 
would arrest the free fall in 
topline as witnessed during 
the downturn.

NKG Infrastructure, being 
a leading infrastructure 
development company in India, 
currently, has a responsible stake 
in taking ahead India’s massive 
growth story, huge employment 
opportunities for the youth and 
diversifying into new geographies, 
clients and infrastructure sectors. 
NKG Infrastructure analysts 
predict that greater demand 
for residential construction will 
generate higher than forecast, 
due to the country’s rising 
population, urbanization, and 
positive developments in regional 
economic conditions. With the 
majority of  the projects, 60.7% 
are somewhere in the stage 
from pre-planning to execution, 
is skewed towards early-stage 
projects as of  February 2019. 
NKG Infrastructure will play a 
major role due to its technical 
expertise and execution 
capabilities and recognition 
by several government bodies, 
global institutions and leading 
infrastructure development 
authorities of  India.

(*Courtesy: This article was 
originally published on the 
website https://nkginfra.
com/construction-in-india-an-
industry-growth-and-future/)
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Urban Co-operative Banks: Lets Preserve 
the Co-operative Credit Endeavour

Dr. Swati Raju
Mumbai School of  Economics & Public Policy

University of  Mumbai
swatiraju1@gmail.com

The crisis at the Punjab and 
Maharashtra Cooperative 

(PMC) Bank has put the spotlight 
on the financial health and 
stability of  Urban Cooperative 
Banks (UCBs). UCBs, although, 
a small segment of  the banking 
sector in India have played an 
important role in walking the 
last mile of  financial inclusion 
despite the various challenges. 
With no formal definition, 
Urban Co-operative Banks 
(UCBs) refer to primary co-
operative banks located in 
urban and semi-urban areas. 
These banks have traditionally 
focused on communities, 
localities and work place groups 
and essentially lend to small 
borrowers and businesses. UCBs 
can be classified into Scheduled 
and Non-Scheduled. Scheduled 
UCBs have a deposit base 
greater than INR 1000 million 
and can avail of  borrowing/
loan facility from the Reserve 
Bank of  India. This facility is 
not available to Non-Scheduled 
UCBs. The crisis at PMC Bank 
has been the largest since the 
collapse of  Madhavpura Bank in 
2001, however, as per data from 
the Reserve Bank of  India this 
year alone 24 UCBs across the 
country have been placed under 

RBI directives including lending 
freeze and cap on withdrawals 
of  deposits. The PMC crisis 
has led to discussions on the 
financial health, governance and 
other challenges faced by UCBs, 
transformation of  UCBs into 
Small Finance Banks and the 
relevance of  these institutions in 
face of  increasing competition 
from fintech institutions and 
impact financing.

This essay seeks to present a 
broad brush of  the financial 
health of  UCBs by analysing the 
major financial health indicators 
under the Capital adequacy, Asset 

quality, Management, Earnings, 
Liquidity, and Sensitivity 
(CAMELS) framework which 
assesses the performance based 
on capital adequacy, asset quality, 
management, earnings, liquidity 
and sensitivity to market risk. 
The focus has been on the 
period since 2011 which has 
seen a substantial deterioration 
in asset quality in scheduled 
commercial banks, the mainstay 
of  the banking system in India 
and covers all UCBs (Scheduled 
and Non Scheduled). The 
performance of  UCBs on major 
indicators can be seen from the 
Table below.

Performance of  UCBs: Major Indicators
Criterion 2011 2013 2015 2017 2018
No. of  UCBs 1845 1606 1579 1562 1551
Capital Adequacy - No of  
Banks with CRAR greater 
than 9 percent

1481
(80.27)

1415
(88.11)

-- 1430 
(91.55)

1500
(96.71)

Asset Quality GNPA Ratio 
(percent)

8.5 6.0 6.20 7.2 7.1

Management – Total 
Expenditure/Total Income

82.78 82.57 -- 84.98 84.27

Earnings (Return on Assets) 0.86 1.09 0.8 0.77 0.74
Liquidity – SLR Investments as 
a percent of  total investments

92.74 89.99 -- 88.25 90.9

No. of  Banks with ‘A’ Ratings -- 214 449 397 328
- Data not available
Source: Report on Trends and Progress in Banking (various issues)
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It must be noted that 
performance on major indicators 
reflects the health of  the urban 
co-operative banking sector 
as a whole and individual 
bank performance could vary 
significantly. The GNPA ratio 
for UCBs have been high and 
shown a marginal improvement 
from 8.5 percent in 2011 to 7.1 
percent as of  end March 2018. 
The expenditure – income ratio 
of  these banks continues to be 
high accompanied by a declining 
RoA. These banks continue to 
have a good liquidity position. 
However, the comprehensive 
indicator of  financial robustness 
of  UCBs captured through the 
CAMELS based ratings – the 
number of  UCBs with ‘A’ Ratings 
has shown a decline since 2015. 
This has been accompanied by a 
decline in the percentage share 
of  deposits and advances of  
UCBs with ‘A’ ratings, as can be 
seen from the Figure below.

The essay argues that although 
the financial indicators reveal 

a concern for UCB health, 
steps must be taken to help 
revive the sector by overcoming 
the challenge of  governance 
and regulatory failure in these 
institutions. Besides, UCBs 
are a large and heterogeneous 
group with a skewed distribution 
across States. Not only are these 
banks small in terms of  size and 
outreach but several function as 
Unit banks and operate alongside 
larger banks. Several UCBs are 
weak and need financial as well 
as technological support. Much 
of  the governance challenge 
can be attributed to the duality 
of  control in UCBs. UCBs 
are registered as cooperative 
societies under the provisions 
of  either the State Cooperative 
Societies Acts or Multi State 
Cooperative Societies Act and 
licensed to undertake banking 
business under provisions of  
the Banking Regulation Act, 
1949. Consequently, banking 
related functions such as 
licensing, area of  operations and 
interest rates come under the 

purview of  the Reserve Bank 
whilst operational issues of  
registration, management, audit 
and liquidation are governed by 
State governments as per the 
provisions of  the individual State 
Acts. Subsequent to the PMC 
crisis, there has been a clamour 
that the Reserve Bank of  India 
should take regulatory control 
of  UCBs, as they are institutions 
engaged in banking operations 
and thus end the problem of  
duality of  control. The RBI in 
2018 announced a scheme for 
the voluntary transformation 
of  large Scheduled UCBs into 
Small Payment Banks which 
would bring these banks under 
the supervisory control of  the 
Reserve Bank of  India and 
under Basel III norms. However, 
the response to this scheme 
has not been forthcoming as it 
would impact the nature of  these 
banks from universal banks to 
narrow banks as also result in the 
banks losing their co-operative 
character.

Steps that can be taken to prevent 
the failure of  large UCBs which 
can have a cascading effect, lead 
to systemic risk and adversely 
affect the financial stability in the 
UCB sector can be a separation 
of  ownership from management, 
and action against fraudulent 
practices by auditors along with 
a better use of  technology. 
An important measure could 
be the implementation and 
establishment of  an Umbrella 
Organization (UO) for UCBs 
initially considered in the Working 
Group on Umbrella Organization 

Share of  Deposits and Advances of  UCBs with 
A Ratings as a percent of  Total Deposits and Advances 
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and Constitution of  Revival 
Fund for Urban Cooperative 
Banks constituted by the Reserve 
Bank of  India in 2008. The 
Malegam Committee (2011) 
and the R Gandhi Committee 
(2015) on co-operative banks 
also supported the creation 
of  an Umbrella Organization. 
The Working Group examined 
various international experiences 
and suggested the establishment 

of  a national level UO which will 
provide various services such as 
(i) liquidity and credit facilities (ii) 
fund management services (iii) 
investment banking services (iv) 
payment and settlement services 
(v) IT infrastructure and (vi) 
capacity building among other 
services. The UO would this 
fill various gaps in liquidity and 
infrastructure as well as provide 
emergency funding for UCBs.

In conclusion, revival and 
stability of  UCBs, a crucial 
constituent of  the multi stage 
credit delivery mechanism is vital 
for the expansion of  financial 
inclusion. The time has come 
to implement the next big idea 
for their viability and provide a 
safety net through the creation 
of  an Umbrella Organization for 
UCBs and thereby preserve the 
co-operative credit endeavour.

11th Agrovision at a glance

Inauguration of  the 11th Agrovision with the traditional lightening of  the lamps

Opening of  the Dairy Conference and Workshop at the hands of  Hon'ble Shri Giriraj Singh, Minister of  
Fisheries, Animal Husbandry and Dairying
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Opening of  the conference on ‘Opportunities in MSME’ at the hands of  Hon’ble Minister for Road Transport & Highways 
of  India and Shipping Ministry of  Micro, Small and Medium Enterprises, Government of  India, Shri Nitin Gadkari

Opening of  exhibition at the hands of  Dr. Anil Bonde, former Minister of  Agriculture, Government of  Maharashtra
MEDC participated in 11th Agrovision which is Central India’s Biggest Agricultural Summit at Reshimbagh Ground, 
Nagpur, Maharashtra from 22nd November to 25th November 2019.
AGROVISION plays a vital role by educating farmers through its workshops and creating awareness about new Agri- 
technologies and advance farm practices through its national exhibition, resulting in increased production. Agrovision 
concluded on positive note. The concluding ceremony was held under guidance of  Chief  promoter Minister for Road 
Transport & Highways of  India and Shipping Ministry of  Micro, Small and Medium Enterprises, Government of  India, 
Shri Nitin Gadkari and Minister of  Agriculture & Farmers Welfare and Minister of  Rural Development, Government of  
India Shri Narendrasingh Tomar. Over 25 thousand farmers and visitors witnessed this exhibition. Here best performing 
farmers were feted and students were presented with awards for best essays
Farmers and visitors from various walks of  life enthusiastically visited exhibition. Visitors here got the experience of  
witnessing innovative stalls, attending workshops and participating in interactive seminars. Students especially aspiring to 
make career in agriculture got enlightening inputs from the guidance session of  experts. Renowned experts of  various 
fields created awareness and also shared latest advancements in their respective subjects. Back to back sessions and day long 
conferences on Dairy development, Agriculture and food processing industry, were the major attractions that pulled the crowd. 
Farmers took benefit of  workshops based on raising business to international levels, marketing and sales strategies for agri-
business, beekeeping, livestock, sericulture and colored cotton. Presentations and detailed graphic illustrations were shared 
by experts at the sessions. Research experts, students visited the exhibitions in large numbers. Nitin Gadkari had appealed 
for MLA's and public representatives to make region based vision plans.  Agrovision organizing committee worked hard 
for the success of  event. It was announced that 12th Agrovision to be held between 27th - 30th November 2020.

11th Agrovision at a glance
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