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 Road Construction: On the Path to Recovery  

Executive Summary 

Indian road network is the world’s second largest, with a length around 63.71 lakh kms. 

Despite the pandemic, road execution witnessed a robust 29% rise y-o-y in FY21, with 

a pace of 37 kms per day, which was the highest ever achieved. However, in FY22, 

due to the reinforcement of the lockdown and a longer monsoon season, there was a 

decrease in the length of the road constructed. Although the length of road projects 

allocated increased to 12,731 kms in FY22 (FY21: 10,467 kms), the length of roads 

constructed reduced to 10,457 kms in FY22 (FY21: 13,327 kms). In FY23, however, 

BWR expects the length of roads constructed to rise by 9-11%, backed by various 

government initiatives in this sector such as Gati Shakti, the National Infrastructure 

Pipeline (NIP), Bharatmala Pariyojana and a change in the Model Concession 

Agreement (MCA) of the Hybrid Annual Model (HAM) of road project implementation. 

Recent modifications in the HAM disconnecting the Operation and Maintenance (O&M) 

costs from submitted bids would enhance the model’s efficiency as developers would 

remain committed throughout the project tenure. This would also help do away with 

significantly lower O&M costs being bid mainly on account of intense competition in the 

sector. In FY22, the overall private players’ participation increased as the Government 

of India (GOI) also raised Rs 8,012 crore through InVITs and allocated various projects 

under the Toll Operate Transfer (TOT) model. Going forward, the NHAI also plans to 

award TOT bundles 9 and 10 worth Rs 4,200 crore in FY23. Notwithstanding the 

cancellation of bundle 6 and 8 due to lower bids in FY22 and bundle 4 in FY21 due to 

the pandemic impact, the TOT model still remains an attractive option for private sector 

players. 

The introduction of FASTag led to a notable rise in toll revenues in FY21 and FY22. 

With the rise in the number of toll plazas under the asset monetisation method, hike in 

toll rates and rise in public mobility, BWR expects Electronic Toll Collection (ETC) to 

further increase by 20-25% in FY23. 
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Led by government initiatives, road construction to increase by 9-

11% in FY23 

The Indian road sector, after having observed a dramatic rise in the construction pace 

at a rate of 36.5 kms per day in FY21, declined y-o-y by 21.64% to 28.6 kms per day 

in FY22. Despite the economic distress caused by the pandemic, FY21 was a notable 

year for the NHAI as it witnessed robust growth in terms of a higher pace of road 

construction, project allocations and toll collections. With the gradual removal of 

lockdown restrictions, construction gained pace, and the NHAI was able to construct a 

total length of 13,327 kms of NH at a record pace. In anticipation of the road industry 

doing well, the NHAI set an ambitious target of 14,600 kms in FY22, which was revised 

to 12,000 kms during year-end 2021. While the NHAI awarded 12,731 kms in FY22, 

the road constructed remained restricted to 10,457 kms due to the third wave of Covid-

19 and extended monsoon season. 

Trend in NH Projects Awarded vs Executed

 

Note: P- Projected,  

Source: NHAI, MoRTH and BWR Research 

 

In FY23, the NHAI plans to further increase the total awarded length to 18,000 kms at 

a pace of 50 kms per day, supported by renewed focus on infrastructure with initiatives 

such as NIP, higher budgetary allocation and thrust on the development of greenfield 

expressways under Bharatmala Pariyojana. In addition, further changes have been 

made in the MCA under the HAM, funds have been raised by NHAI InvITs and new 

projects under the TOT model have been issued, which would increase the private 

players’ participation. BWR expects the total road execution to improve by 9-11% in 

FY23, backed by the above initiatives. In FY23 so far, the NHAI has completed 6,100 

kms of road construction, consisting mostly of six-lane and eight-lane 

expressways.  Currently, the target pace of construction of 50 kms per day looks 
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aspirational, but the NHAI could target achieving a higher pace of construction than 

that in the previous years. 

Connecting O&M to BPC would increase the HAM efficiency  

The success story of the roads and highways projects is largely a function of the model 

being used as it impacts the funding pattern, ownership and pace of construction, 

among other aspects. Currently, HAM and EPC are the two most preferred models for 

road construction, with the BOT share being negligible due to higher implementation 

and financial risk for road developers.  

Share in Projects Awarded by the NHAI in FY22 

  

Source: NHAI, MoRTH and BWR Research 

 

As per the recent changes, 0.40% of the bidding cost would be given out in the second, 
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Moreover, any O&M expenses incurred over and above the O&M payments will be 

borne by the concessionaire. These initiatives would discourage developers from 

bidding impractical prices and ensure the private players’ association throughout the 

tenure. BWR expects these changes would smoothen the operation of the road projects 

awarded under the HAM, thereby further increasing the market share.  
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Asset monetisation using the TOT model has been another successful method used 

by the NHAI to increase private participation. Under the TOT Bundle 1, Bundle 3, 

Bundle 5A1 and Bundle 5A2, 20 stretches (1407 kms) have been monetised and a sum 

of Rs 15,703.5 crore already realised. Although the NHAI cancelled Bundles 6 and 8 

due to lower bids, it expects to raise Rs 6,267 crore for 135 kms under Bundle 7. 

Furthermore, the NHAI plans to float Bundles 9 and 10 with a combined value of Rs 

4,200 crore for a 200 km stretch. In addition, a NHAI InvIT worth Rs 8,012 crore was 

released in November 2021 after being delayed in the past due to weak investor 

sentiments. The InvITs were not only successful in attracting two major international 

pension funds, but also increased the number of domestic investors (pension funds, 

insurance companies, mutual funds, banks and financial institutions). 

Share in Source of Funding (Expenditure in FY22) 

  

Sources: MoRTH, BWR Research 

 

Overall, although private allocation decreased by 30% in FY22 from Rs 26,400 crore in 
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price of Rs 4,170 crore. Later, it was downsized to 6 stretches with a concession period 

of 20 years, a total length of 341 kms, for a reserve price of Rs 2,165 crore, in a bid to 

attract higher participation. However, the fourth bundle was again deferred in Sept 

2020. This was mainly on account of a lack of visibility of toll collections due to extended 

lockdowns across the country.  

With the condition ameliorating for road construction developers in Q4FY21, the NHAI 

launched the fifth bundle of the TOT model in two tranches. Both these tranches were 

well-received, with a 38% premium over the reserve price of Rs 1621 crore. Seeing the 

success of the fifth bundle, the NHAI plans to offer 1500 kms under 32 projects for the 

sixth tranche. However, the offers will be released only after the stabilisation of the 

pandemic situation to safeguard against Covid-19 induced risks.  

NHAI toll collection to continue to increase in FY23  

The implementation of FASTag significantly increased toll revenues in FY21 and FY22. 

As per the MORTH, ETC penetration was around 96% in December 2021 compared to 

76% in the same period the previous year. While vehicle traffic was less during the 

pandemic, the introduction of FASTag allowed the NHAI to keep a systematic track 

record of transactions, thereby reducing manual errors. Currently, there is still one lane 

dedicated to cash transactions in these toll plazas; however, the convenience of the 

electronic mode has attracted the public towards FASTag lanes. To further encourage 

the usage of FASTag, the NHAI has launched the NETC website dedicated to FASTag 

transactions and provides information about the modes of recharge and partner banks, 

among other things. 

Trend in Electronic Toll Collection 

  

P-Projected  

Source- NETC and BWR Research 
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Trend in Total Toll Collection 

 

P-Projected, E-Estimated 

Source- MORTH, NHAI and BWR Research 

 

Furthermore, in FY23, the adaptation of the hybrid mode of working has led to a rise in 
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