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H E  M I D - T e r m 
A p p r a i s a l  o f  t h e 
E l e v e n t h  P l a n 
reiterated a known 
fact that weaknesses 
i n  i n f r a s t ruc tu re , 

particularly in the energy and 
transport sectors, are possibly 
the most important constraints in 
the growth of the economy in the 
medium term. Recognizing the 
importance of the infrastructure 
development, the Eleventh Plan 
had estimated that the investment 
needed over the Plan  period was 
about US$500 billion, compared 
to a likely ‘business as usual’ 
projection of US$ 300 billion. It 
was envisaged that the gross capital 
formation (GCF) in infrastructure 
should rise as a share of GDP from 
5 percent in 2006-07 to 9 percent by 
the end of the Plan period. On the 
above basis, the aggregate capital 
formation would rise from Rs.2.6 
lakh crore in 2007-08 to Rs.5.74 
lakh crore in 2011-12 at constant 
2006-07 price.  Total investment 
on this basis during the Eleventh 
Plan was projected at Rs.20.5 lakh 
crore (or US$ 514.04 billion at 
40/$) or 7.6 percent of GDP. This 
investment was to be achieved 
through a combination of public 
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investment and private initiative, 
including through PPP. The relative 
role of the public and private 
sectors was expected to vary. In 
some sectors such as irrigation 
and water resources management, 
construction of rural roads, capital 
dredging at major ports, as well as in 
certain economically or situationally 
disadvantaged regions, the bulk of 
the investment in infrastructure 
would have to come from the 
public sector.  The strategy for 
the Eleventh Plan encouraged 
the private sector participation 
directly as well as through various 
forms of PPP. It was envisaged 
that the share of the private sector 
in infrastructure investment would 
rise from 20 percent  anticipated 
in the Tenth Plan to around 30 
percent or Rs.6.2 lakh crore in the 
Eleventh Plan. The expectation 
was that as in the telecom sector, 
competition and private investment 
would not only expand capacity 
but also improve the quality of 
service in Indian infrastructure.  It 
was expected that there would be 
sectoral variations in the quantum 
of private sector funding; roads and 
bridges, telecommunications, ports, 
airports, storage and gas distribution 
are projected at higher than average 
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private sector contribution ranging 
upwards of 30 percent with over 
60 percent in ports, airports and 
telecommunications. 

Looking ahead to the Twelfth 
Plan, the mid-term appraisal 
document projected that the 
investment in infrastructure will 
be around 8.37 percent of the GDP 
in the base year of the Twelfth 
Plan (2011-12) which would go 
up to 10.70 percent in the terminal 
year (2016-17) aggregating to 9.95 
percent of the GDP during the Plan 
period. This is, of course, predicated 
on the growth of GDP at 9 percent 
during the Twelfth Plan period. 
These projections of investment in 
infrastructure in the Twelfth Plan, 
if realized, would be of the order 
of Rs.40.99 lakh crore or US$ 
1,025 billion (at Rs.40/$) or US$ 1 
trillion. The Mid-Term Appraisal 
estimates that at least 50 percent 
of this investment would have to 
come from the private sector i.e. 
the private sector investment would 
have to increase from Rs.13.11 
lakh crore to Rs.20.5 lakh crore 
(at 2006-07 prices) which would 
be an increase of 9.34 percent in 
real terms.

As we approach towards the 
end of the Eleventh Plan and the 
launch of the Twelfth Plan, the 
above projections are in the process 
of getting compiled and analysed 
by the Planning Commission. The 
focus of this paper is to look at 
each of the important infrastructure 
sectors and see how the same 
has performed in generating the 
investment that was forecasted. 
This review is done on the basis 
of preliminary analysis of the 
reports of the working group for 
different sectors set up by the 
Planning Commission as part of the 
preparatory work for the Twelfth 
Plan formulation exercise. It has 
to be appreciated, however, that the 
projections of investments made 
by the working group are only 
in the nature of requirements of 
investment and not necessarily what 
has been made available to each of 

the sector. The exercise of resource 
allocation will be taken up as part 
of the Twelfth Plan formulation 
exercise which is currently going 
on as pointed earlier. 

Power  

The Eleventh Plan had projected 
investment of Rs.6.6 lakh crore in 
the electricity sector and as per the 
mid-term appraisal the expected 
investment would be close to this 
figure mainly on the strength of 
the growth of nearly 55 percent 
in private sector investment. The 
Twelfth Plan is targeting additional 
power capacity creation of 100 GW. 
The share of the private sector in 
the total incremental capacity is 
likely to increase to 50 percent from 
the level of 33 percent achieved 
in the Eleventh Plan. Most of the 
incremental capacity being thermal, 
issues related to coal availability 
will be very crucial to be sorted in 
the Twelfth Plan. Domestic coal 
production targeted to touch 680 
million tonnes in the terminal year 
of the Twelfth Plan would reach 
only 554 million tonnes.  In the 
Twelfth Plan, the production is 
not likely to touch more than 750 
million tonnes which would be 
substantially short of the demand 
of 900 to 1,000 million tonnes. This 
leads to requirement of substantial 
imports leading to its own problem 
of evacuation capacity of ports and 
transport links apart from the cost 
differential between domestic and 
imported coal. 

Telecom

The telecom sector has really 
grown during this Plan period and 
as per estimates of the mid-term 
appraisal, the investment in this 
sector is likely to be Rs.3.5 lakh 
crore, which is 34 percent higher 
than the original estimate. This 
over-achievement is due to a 60 
percent higher level of investment 
by the private sector as compared to 
the original projections in contrast 
with the nearly 24 percent lower 
investment by the central sector. 
The total connections have gone 

up to 899 million according to a 
TRAI report, which despite the 
concerns of multiple connections, 
is a sizeable number. This sector 
can be easily classified as a success 
story of the Eleventh Plan. 

Oil and Gas Pipelines

This sector has also done well 
in terms of attracting investment. 
It is expected to receive investment 
worth Rs.1.27 lakh crore as against 
the target of Rs.16,855 crore. The 
Twelfth Plan is expected to lay 
greater emphasis on developing 
strategies which will permit the 
expansion of gas usage including 
LNG so that the portfolio of 
hydrocarbons is more evenly 
spaced out. Expansion of gas 
pipeline will be an important part 
of this strategy. The expansion in 
oil pipeline is likely to continue 
due to the advantages of transport 
of oil by pipeline vis-à-vis the 
surface transport modes and coastal 
shipping. 

Irrigation 

Investment in irrigation and 
watershed management is a critical 
part of the rural infrastructure which 
remains almost exclusively in the 
domain of the public sector since 
water charges account for only 
around 20 percent of the operating 
costs.  The mid-term review 
estimates that the total investment 
in this sector in the Eleventh Plan 
is likely to be Rs.2.46 lakh crore 
which is 7.5 percent higher than the 
original projections and more than 
double the investment of Rs.1.19 
lakh crore in the Tenth Plan.

Rural Infrastructure

Bharat Nirman, launched in 
2005 for upgradation of rural 
infrastructure comprehensively 
across the sub-sectors, aims to 
provide electricity to 1,25,000 
v i l lages  and to  23  mi l l ion 
households; connect the remaining 
66,802 habitations with all weather 
roads; provide drinking water to 
55,067 uncovered habitations; 
provide irrigation to an additional 
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10 million ha; and connect the 
remaining 66,822 villages with 
telephones. It is estimated that out 
of the total projected investment of 
Rs.13.11 lakh crore to be incurred 
by the Centre and the states on all 
infrastructure sectors during the 
Eleventh Plan, about 3.94 lakh crore 
or 30% would be invested towards 
improving rural infrastructure. 

Railways 

Railways were expected to 
generate investment of Rs.2.33 lakh 
crore in the Twelfth Plan against 
which the actual investment is 
likely to be Rs.2.03 lakh crore i.e. 
a shortfall of nearly 13 percent. The 
financing pattern of the Railways 
has progressively shifted towards 
greater reliance on support from 
general exchequer and market 
borrowings during the course of the 
Eleventh Plan.  

The Twelfth Plan for Railways is 
being formulated in the perspective 
of Vision 2020.  Some key issues 
that have to be considered are 
urgent need to modernize, problem 
of saturated routes, low average 
speed & payload to tare ratio; 
safety; an extremely large shelf 
of projects and new projects still 
being sanctioned; huge committed 
financial liabilities on assured off-
take models, equity requirements 
and counterpart funding for 
DFC, ROBs/RUBs, feeder route 
strengthening, debt servicing of 
IRFC; setting up of North Eastern 
Region Railway Development 
Fund; growth of earnings not 
commensurate with increase in 
expenditure and  rising pension 
liabilities. There is a growing 
realization that investment will 
have to be hiked for the railways 
to address the capacity constraints 
in the sector. In the coming Plan 
period, the two dedicated freight 
corridors are likely to be completed. 
There are Plans for the feasibility of 
another three or four more dedicated 
freight corridors – Delhi–Chennai, 
Howrah–Mumbai ,  Mumbai–
Chennai and Chennai–Kolkata – 

to be taken up during the Twelfth 
Plan. There is a need for taking 
up a high speed rail corridor also. 
The capacity of passenger segment 
needs augmentation by adding 
coaches and increasing speeds as 
does the freight segment by addition 
of wagons and enhancing speeds. 
The projection of investment by 
the Working Group of the Railways 
for the Twelfth Plan is Rs.7.19 lakh 
crore of which more than 50 percent 
is expected from the budgetary 
support and less than 10 percent 
from the private sector. Among 
the transport sectors railways have 
to be given priority in view of the 
energy, land and environmental 
considerations. Despite this thrust, 
Railways may have to work out a 
strategy for attracting a higher share 
of the planned investment from the 
private sector including PPP given 
the likely difficulties in generating 
such a high level of budgetary 
support. 

Rural Roads

As an  e ffec t ive  pover ty 
alleviation strategy, “Pradhan 
Mantri Gram Sadak Yojana” 
(PMGSY) was launched in the 
year 2000, as a centrally sponsored 
programme and a onetime special 
intervention. The primary objective 
of the programme was to provide 
connectivity by way of all-weather 
roads to unconnected habitations 
with population 1000 and above by 
2003 and those with population 500 
and above by 2007 in rural areas. In 
respect of hilly/desert/tribal areas, 
the objective is to link habitations 
with population 250 and above. 
Up-gradation of selected rural 
roads to provide full farm to market 
connectivity is also an objective 
of the scheme, though not central. 
The programme has since been 
implemented by the Ministry of 
Rural Development, Government 
of India. The basic time frame for 
completion of the programme was 
perceived to be 2007, however, 
because of constraints of capacity 
of implementation in the States and 
availability of funds, the targets 

of the programme have not been 
achieved so far. On the whole 
this scheme is considered to be a 
successful scheme. The investment 
in this scheme in the Eleventh Plan 
is expected to be 59,751 crore. The 
projected investment by the working 
group for the Twelfth Plan is Rs.2 
lakh crore. Since the opportunity 
of attracting PPP in this sector is 
not high, the working group has 
projected the entire demand from 
the budgetary support.  

Central Roads

In the Eleventh Plan, around 
9,044 kms of road would be 
constructed under various phases 
of the NHDP programme.  Besides 
this, 1,012 km in the North-East 
package and 1,051 km under the 
road building under the Left Wing 
Extremism affected area would 
be completed. At present, out of 
71,772 km of National Highways 
about 24 percent length is of 4-lane 
and above standard, 52 percent 
length is of Two-Lane standard 
and 24 percent length of single 
and intermediate standard. Out of 
the projected investment of Rs.1.9 
lakh crore expected in the Eleventh 
Plan, the actual investment is likely 
to be Rs.1.52 lakh crore which 
reflects a shortfall of 25 percent. 
The share of private investment is 
expected to be Rs.62,630 crore or 
41 percent. This shows that the PPP 
programme in the road sector has 
stabilized and progressing well. The 
working group on central roads for 
the Twelfth Plan has projected an 
investment requirement of Rs.4.83 
lakh crore of which the private 
sector component is Rs.1.78 lakh 
crore or 37 percent, the rest expected 
to come from budgetary and extra-
budgetary sources, including Cess 
on petrol and diesel. More than 
30,000 kms of national highways as 
well as 7000 km of roads under the 
North East and nearly 13,000 km of 
roads under the LWE areas would 
also be targetted to be completed 
during the Twelfth Plan. There is a 
Plan to invest in expressways also, 
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although these may not be very cost 
effective. 

Civil Aviation 

During the last five years, India 
has become the ninth largest civil 
aviation market in the world with the 
passenger handling capacity having 
risen three-folds from 72 million 
(FY 2006) to over 220 million (FY 
2011)  and cargo handling capacity 
having risen from 0.5 million MT 
(FY 2006) to 3.3 million MT (FY 
2011). The projected investment 
in the Eleventh Plan in the civil 
aviation sector is Rs.50,000 crore 
from GBS and extra-budgetary 
sources and Rs.30,000 crore of 
private investment in the airports. 
In the Twelfth Plan, the working 
group has projected an investment 
requirement of Rs.75,000 crore 
for airports of which 75 percent is 
expected from the private sector and 
another Rs.55,000 crore for other 
aspects of civil aviation investment 
such as Air India which is expected 
to be funded from the budgetary 
and extra-budgetary sources. 

Ports

Progress in the port sector 
has been relatively lower than 
expectations. The original target 
was Rs.87,995 crore, including 
private sector investment. The 
public sector component was 
Rs.30,305 crore of which the 
amount likely to be realized is 
lower at a value of Rs.7,685 crore. 
The private sector investment in the 
port sector is likely to be Rs.36,868 
crore thereby bringing the total 
investment to around Rs.44,500 
crore, nearly 50% of the originally 
targeted. The main reason for 
the slow progress is because the 
ministry of shipping did not award 
any PPP projects during the first 
two years of the Plan because of 
the pending amendments to the 
model contract agreement. The 
major expansion has taken place 
in the non-major port sector being 
promoted by the states which have 
contributed to nearly 80 percent 
of the private sector investment. 

In the Twelfth Plan period, port 
capacity expansion is a major 
thrust area for both the major 
and non-major ports. The total 
investment proposed in the Twelfth 
Plan (without the private sector) is 
Rs.4,338 crore. It is expected that 
the thrust of the private sector port 
expansion strategy will continue in 
the Twelfth Plan and it is expected 
that the capacity in the non-major 
segment will overtake the major 
ports capacity during the Twelfth 
Plan period. Looking at capacity 
expansion in the port sector overall, 
it seems that the capacity will be 
more than the demand which will 
be a positive aspect for the quality 
of service.

Constraints

The Working Group set up by 
Ministry of Road Transport and 
Highway on Central Roads has 
expressed the view that the existing 
policy of environmental clearances 
is causing substantial delay in 
project award and implementation. 
It has been observed that wildlife 
proposals also take more than 3 
years for clearance. The Working 
Group has proposed to delink the 
grant of environmental clearance 
from the forest clearance and 
exempt environmental clearance 
if widening is within the standard 
Right of Way (RoW) for National 
Highway and up to 100 km length. 
A rational time line for processing 
and finalizing the various clearances 
should be prescribed by the Ministry 
of Environment and Forest. 

Land acquisition is also a 
long drawn process which causes 
serious delays to road and other 
infrastructure projects. The policy 
of land acquisition is presently 
governed by the Land Acquisition 
(LA) Act, 1894. The government has 
taken up initiatives for amendment 
of this which is in advanced stages 
of finalization. Land acquisition 
for national highway projects 
needs constant support of the 
concerned state. However, there is 
absence of any overall framework 

or mechanism specifying the role 
and steps to be undertaken by the 
state government in providing 
assistance to NHAI in acquiring 
land in their state. 

Review of the port sector projects 
by Planning Commission has 
shown that procedural bottlenecks 
have come in the way of finalizing 
projects. During the review, it was 
found that more than 10 projects 
are still pending with Ministry of 
Home Affairs (MHA) for more than 
three months for security clearance. 
During the year, not more than 8-10 
projects can be awarded at this pace. 
Non-major ports don’t require any 
security clearance from MHA and 
these ports are operating without 
MHA clearance. Administrative 
procedures need to be streamlined 
and simplified so that most of the 
projects are approved in time. This 
includes enhancement of limits of 
the departmental finance committee 
so that most projects can be cleared 
within the Ministry itself. 

Conclusion

Investment in infrastructure 
sector in the Eleventh Plan has 
shown definite improvement over the 
previous Plans. While computations 
and analysis is going on to look 
into the actual performance, it is 
apparent that performance has 
varied over various sectors of 
infrastructure. Telecom and gas 
and oil pipelines have received 
good investments where as many 
other sectors have not been able to 
secure the investments outlined in 
the Eleventh Plan. The approach 
to the Twelfth Plan is marked by 
enhanced requirements of funds 
for all the sectors of infrastructure 
to keep up the momentum of not 
only meeting the deficit in quantum 
required but also for improving 
the quality of infrastructure so that  
the wider economy can receive 
benefits from better quality 
infrastructure.  q
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