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1. Country and Sector Background 
 
a . Country Background

Pakistan’s economic development depends on the improvement and modernization of key transport 
systems. Transport contributes about 10% to the GDP, and has accounted for 20-25% of Federal 
PSDP in recent years.  At a time when international trends are towards the development of efficient, 
high quality highway and transportation networks, Pakistan’s public transport systems continue to 
suffer from poorly targeted investments, neglect of essential maintenance, traditional labor and 
noncommercial practices and obsolete general purpose distribution systems that have led to severe 
capacity bottlenecks, high transport costs, poor safety standards and low levels of service. Industrial 
and commercial growth and export competitiveness are handicapped by an inadequate and outmoded 
infrastructure. 

 
b . Sectoral Context

Road Biased Modal Split: Pakistan's road traffic has been growing at an average annual rate of 14.1% 
during the twenty year period between 1985 and 2005 (from 70,000 vehicles trip/day in 1985 to 
277,000 vehicles trips/day in 2005). However, Pakistan Railways’ freight traffic declined (by 48% 
from 11.8 million tons in 1985 to 6.1 million tons in 2005), whereas passenger traffic stagnated 
during this period. As a result, all the growth was handled by the road sector, which now carries over 
95% of the inland freight (273 million ton/year) and 90% of the passenger traffic (711 million 
passenger/year).  Pakistan has about 4.9 million vehicles on the road, growing at about 8% annually. 
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This includes about 200,000 trucks. The road transport industry is deregulated and predominantly in 
the private sector. 

 
Road Network: Pakistan has a total road network of some 258,000 km of which about 60% is paved.  
This network has grown at about 4.2% annually over the past decade. The NHA under the Federal 
Ministry of Communications (MOC) is responsible for the approximately 9,250 km long National 
Highway and Motorway system (3.6% of the total) which carries 75 to 80 % of Pakistan’s total 
commercial traffic. Provincial highway departments are responsible for approx. 101,000 km of 
provincial roads. The remaining network comprises of district roads (94,000 km), and municipal and 
cantonment roads (54,000 km). 

 
Resource Mobilization: A total of Rs 207 billion was raised in revenues from the road sector through 
a combination of general revenue taxes and user charges over the five year period 1995-2000. 
National and provincial highway expenditures totaled Rs 118 billion over this period. The balance Rs 
89 bn (43%) was contributed to the government’s general revenue.  

 
The National Highway Network: Pakistan’s primary traffic movements are concentrated along the 
1760 km Karachi-Lahore-Peshawar corridor which serves domestic needs, and also links Punjab and 
the northern parts of the country with international markets through the Southern Karachi area ports 
which account for 96% of all trade. About 60% of the port traffic moves to and from Punjab/the north 
along this corridor. NHA’s main artery along this  corridor is the 1760 km long M-9/N-5 highway, 
which serves over 80% of Pakistan's urban population and carries over 55% of the country's inter-city 
traffic. Other National Highways include N-55 (Indus Highway), N-25, N-65, N-40 (RCD Highway), 
N-50, N-70, and N-35 (Karakoram Highway). Traffic levels on NHA's network vary over a broad 
range (20% below 1000 ADT, 63% between 1000-7000 ADT, and 16% above 7000 ADT).  

 
Previous Bank operations have assisted in upgrading the original two-lane M-9/N-5 to four-lanes 
through the construction of over 500 Km of additional carriageway and the rehabilitation of 200 Km 
of the original carriageway. The Transport Sector Project - Ln. 3241-PK (closed in June 1998) helped 
NHA address maintenance backlog reduction and pavement resurfacing over 700 km of the network.  

 
c . Road Sub-sector issues

A condition survey of the National Highway Network carried out in 2005 indicated that over three 
quarter the network is in poor condition (43% good, 35% fair and 22% poor/very poor). The average 
network roughness of 5.2 IRI compares to 6.0 IRI in 1995. The improvement reflects the considerable 
investments made in rehabilitation and improvement during the intervening period. 

 
Key challenges facing the National Highway System can broadly be grouped into three areas: (i) 
investment prioritization & financing; (ii) maintenance neglect; (iii) reconstruction & rehabilitation of 
roads damaged by the earthquake of October 8, 2005; and (iv) the institutional capacity and efficiency 
of NHA. 

 
i). Investment Prioritization & Financing:

Poor project prioritization and portfolio management; Although NHA has been the recipient of 
almost 10% of Pakistan's PSDP allocations in recent years, its portfolio has suffered from poorly 
justified investments; a bias towards capital construction over asset conservation, a proliferation of 
new start-ups without completing ongoing works, and excessive reliance on parastatal contractors for 
implementation. This has led to very limited economic benefits from the investments, significant 
deterioration in traffic conditions along some heavily trafficked national highway sections; protracted 
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completion delays and substantial increases in completion costs; reduced head room for new high 
priority initiatives and a general tendency towards higher unit costs. 

 
The huge NHA project portfolio (Rs 277 bn) has its roots in a very ambitious highway expansion 
program launched by GOP during the early 1990s, to rectify past under-investments in this sector. 
GOP’s centralized project review and approval mechanisms (CDWP and ECNEC) which provide 
institutional checks and balance and determine inter-sectoral priorities, were bypassed through the 
creation of a parallel structure - the National Highway Council (headed by the Prime Minister) -  to 
enable rapid approval of politically high profile projects. In addition to dualization and rehabilitation 
of existing national highways, the plan included a grandiose but poorly justified motorway program. 
This put considerable strain on Pakistan’s limited public sector resources, and delayed higher priority 
highway investments along the main corridors. Even though there has been some improvement in 
portfolio management since 2000, much more needs to be done.   

 
Financing of the Capital Program: NHA's capital program is approved annually by GOP based on an 
assessment of competing inter-sectoral priorities. Financing is currently provided by GOP in the form 
of Cash Development Loans (CDL). This mode of financing is very expensive (high interest rates) 
and unsustainable, since NHA clearly does not have the revenue base to service this debt - which 
presently stands at around Rs.140 billion. 

 
ii). Maintenance Neglect:

NHA needs to spend about Rs 3.0 billion annually to simply conserve the network in its present 
condition. Over the past decade, NHA's maintenance spending averaged less than 6% of total 
expenditures and covered less than 25% of stable network needs. NHA has depended almost 
exclusively on transfers from the government's recurrent budget to finance its road maintenance 
expenditures. This has not worked, since these transfers have been grossly inadequate and 
unpredictable. The persistent bias in favor of capital construction, together with the modal shift from 
rail to road, and significant increases in vehicle axle loads has caused a rapid and premature 
deterioration of road sector assets. The National Highway network has developed a huge maintenance 
backlog, which now requires an investment of the order of Rs 35 billion, to restore it to acceptable 
condition. Alternative financing arrangements are needed to ensure that future network maintenance 
needs are fully funded on a timely and sustainable basis. A network level analysis  indicates that 
NHA's average network roughness would increase from 5.4 IRI in 2001 to about 11.0 IRI in 2007 if 
annual maintenance funding remains restricted to recurrent budget allocations alone [between Rs 500 
to 1000 mil per year]. Road user costs would increase by about 32 percent, causing an approximate 
loss of Rs 280 billion (USD 4.7 bn) to the economy.  

 
iii). Reconstruction & Rehabilitation of Roads Damaged by the Earthquake of October 8, 2005

The earthquake of October 8, 2005 badly damaged three national highways, namely N-15, N-35, and 
S-2 that link the rest of Pakistan to the disaster areas. Of the three, N-15 is most badly hit – a 34 km 
stretch north of Balakot to Mahindri in the Kaghan valley is mostly wiped out and is closed to traffic 
since the earthquake. Rescue and relief efforts along this valley are being conducted through 
helicopters. N-35 and S-2 have been opened to traffic though landslides continue to temporarily block 
some segments of these highways (so far over 2,000 aftershocks have been registered since the main 
earthquake). The earthquake also very badly damaged a highway in Azad Jammu & Kashmir (AJ&K) 
called Jhelum Valley Road that links Muzaffarabad with Chakothi. Some of its sections are totally 
wiped out and still close to traffic. 
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NHA/GOP urgently needs to rehabilitate the three national highways and the Jhelum valley road to 
ensure un-hindered 24 hours and 7 days (24/7) movement of earthquake assistance and to restore 
normalcy of economic activities. Without rehabilitation of these highways, heavy goods transport will 
not be able to access some parts of the earthquake hit areas that will adversely affect 
relief/reconstruction operations and restoration of normal trade and economic activity between these 
areas and the rest of Pakistan, and leave millions of people substantially cut-off. 

 
Works under the additional finance for the earthquake rehabilitation will be carried out in Azad 
Jammu & Kashmir, an area over which India and Pakistan have been in dispute since 1947. By 
financing the proposed Loan, IBRD does not intend to make any judgment as to the legal or other 
status of any disputed territories or to prejudice the final determination of the parties’ claims. 

 
iv). Institutional  Capacity and Efficiency of NHA:

The NHA was reorganized in 1991 with Bank assistance, into an autonomous highway agency with a 
functional structure and decentralized implementation through regional offices at the provincial level. 
As it continues to evolve in response to emerging sectoral demands, NHA needs to significantly 
realign its staffing levels1, skills mix and businesses processes, to prepare it for progressive 
commercialization. NHA must overcome a number of internal constraints, as it shifts focus towards a 
network operator/service provider role.  

 
Financial Management & Controls: The previous Bank assisted project had helped introduce a 
modern double entry, accrual based computerized accounting system and independent commercial 
audits within NHA during 1995-97. However, progress at internalizing these improved financial 
management systems and controls stalled, after the project closed. NHA did not produce any audited 
agency level financial statements after 1996. It also did not make much headway, until very recently, 
in implementing a remedial plan to address the financial control issues raised in the 1996 commercial 
auditor's report.   

 
Axle Load Management & Road Safety: Overloading of trucks has caused extensive damage to the 
highway network. Axle load enforcement efforts over the past two decades have been very limited 
and largely ineffective. The average damaging effect of 2-axle trucks increased by over a third 
between 1982 and 1996, with over 40% of the trucks having axle loads exceeding 12 t (and tire 
pressures exceeding 120 psi). Such extreme axle loadings, coupled with high summer time 
temperatures have rendered commonly accepted international pavement designs, technical 
specifications and material testing standards inappropriate for Pakistani conditions. Pakistan has a 
poor road safety record reflected by a high fatality rate (over 7000/year - 23 persons killed per year 
per 10,000 vehicles). A 1990 study estimated that road accidents cost the economy about 1.3% of the 
GNP. Poor Road Safety was the number one concern flagged by road users, during the 2000-01 
country wide Road Stakeholder Consultations carried out by NHA through the Association of Road 
Users in Pakistan (ARUP). 

 
d . Government Strategy

Overall Transport Sector – The Government is aware that unless Pakistan’s infrastructure, 
administration and regulations are adjusted to promote modern transport and communications, the 
country’s economic potential would be compromised. The government that assumed office in late 

1
A fairly efficient road agency, which contracts out most of its work to the Private Sector, should be able to plan and manage the 

network with fiveor less staff per 100 km. NHA’s current staffing level is around 30 per 100 Km. 
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1999 initiated a number of actions to address key constraints faced by the sector: (i) A new integrated 
transport policy was drafted; (ii) A major effort was implemented to turnaround Pakistan Railways 
through improved governance, staff rationalization, asset rehabilitation, shedding of non-core 
functions and expanded private sector partnerships2; (iii) a new Merchant Marine Policy and a revised 
National Aviation Policy was approved; (iv) the IDA assisted Trade and Transport Facilitation 
Program was implemented to improve commercial facilitation and trade competitiveness; and (v) a 
country wide Khushal Pakistan (Poverty Alleviation) program was implemented at the district level to 
deliver improved rural access. The Government with the Bank’s assistance is in the process of 
developing a strategic and holistic approach to the sector focusing first on the North-South National 
Trade Corridor (NTC) linking ports in the south with major industrial centers in the north. The 
objective is to develop an integrated approach to planning, investing and managing the NTC logistic 
system. The key outcome sought is significant reduction in the time and cost of moving goods 
through the NTC. 

 
National Highways – The following are the main elements of the government's strategy to bring about 
improvements in the National Highway System: 

 
i). Governance Improvements: The NHA Act has been amended to restore central review and approval 

of all NHA programs and projects (exceeding Rs 100 million) through the CDWP/ECNEC 
mechanism. NHA management has been strengthened, streamlined and right sized. Overall agency 
staffing has been reduced from 1900 to about 1400. Standard Operating Procedures have been 
developed and a system of enhanced staff accountability and merit based promotions has been 
introduced. NHA has recruited a Chartered Accountant and other FM professionals from the market 
to strengthen its Financial Management Capacity.  

 
ii). NHA has a new vision approved at the highest level. It states that 'NHA must grow into an efficient 

service provider to road users in Pakistan for safe and comfortable travel on National Highways and 
Motorways. From an expansion phase it must transition into a consolidation phase and seek to 
maintain its road assets exceeding Rs 600 bn.’  

iii). Roads are increasingly viewed as a ‘service’ and a ‘business’. A comprehensive country-wide road 
stakeholder consultation process was completed in January 2001 facilitated by ARUP, a road sector 
NGO, to better understand road user perspectives and priorities. NHA management is meeting 
periodically with truckers/other road user groups to improve responsiveness to customers' needs. An 
interactive NHA website is being developed, to enable road users to provide direct feedback. 

 
iv). The Government has articulated clear development priorities for the sector. The focus is on early 

completion of the large portfolio of unfinished projects, with appropriate design changes to introduce 
economies where possible, and to significantly increase allocations for network conservation and 
selective improvements over the medium term. A multi-year investment plan is being developed, and 
the NHA portfolio and PSDP are being rationalized along these priorities. 

 
v). Resource Mobilization for Sustainable Maintenance: NHA has begun to implement the ‘fee-for-

service’ principle on its network.  It has successfully mobilized additional resources through 
commercial exploitation of the right of way and substantially enhanced toll revenues collected 
through an extensive network of toll stations, strategically located at 'choke points' (mostly highway 

2
In view of the current predominance of the road sector in the modal split, a restructured and reinvigorated sector railway 

operation with significant PSP may reduce the future rate of traffic growth on NHA’s primary artery, N-5, in the medium term, 
but will not obviate the need for the high priority rehabilitation and improvements supported under this project. 
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bridges) along the network. Direct NHA receipts plus GOP recurrent budget transfers for 
maintenance are now broadly sufficient to finance sustainable maintenance needs of the NHA 
network. A Road Maintenance Account (RMA) has been established and RMA Rules have been 
notified. These Rules require that designated road user revenues be deposited into a dedicated RMA 
Account and be used exclusively for eligible expenditures (predominantly network maintenance and 
road safety). A Standard Operating Procedure [SOP] has been developed and adopted for operating 
the Road Maintenance Account on the basis of a modern Road Asset Management System (RAMS). 

 
vi). The GOP/NHA has initiated a multi-year, Rs 35 bn. National Highway Improvement Program 

covering rehabilitation, resurfacing and improvement of 2,700 km of the National Highway Network 
- based on a comprehensive condition survey and network level prioritization study. Financing for 
this program is expected to come from GOP PSDP, own toll revenues and donor funding. 

 
vii). The National Highway Safety Ordinance enacted in September 2000 has provided the legal basis for 

establishing the National Highway and Motorway Police (NH&MP) Force under the federal 
Ministry of Communications. This expands the role of the very successful Motorway Police to the 
National Highway System, in a phased manner. A 68% decline in both fatal and nonfatal accidents 
has been recorded by the NH&MP, since the inception of its services on the N-5. Trained and fully 
equipped NH&MP teams have already been deployed for traffic and road safety enforcement, on 
about 1000 km of the National Highway N-5 and M-9. The remaining section between Rahim Yar 
Khan and Hala is expected to be covered during FY04. The NH&MP is also in the process of setting 
up an Accident Recording Center, an Accident Evaluation Laboratory, and a Police Officers Training 
wing.  The ADB has provided some financial assistance to GOP for this program. The Ordinance 
also includes revised legal axle load limits for commercial vehicles and provides the appropriate 
legal framework for axle load enforcement.  NHA is currently setting up a network of 15 weigh 
stations across the country. From Jan 2003, it has commenced a phased program for enforcement of 
legal axle loads on the network, in conjunction with a public awareness and education campaign. 

 
viii). Earthquake Damaged Roads – GOP responded quickly to the earthquake emergency. Although 

communications with the most severely affected areas and populations were severed, the Frontier 
Works Organization (FWO) quickly restored road links with a vast majority of disaster-stricken 
sites. The damage on the remaining road sections is so extensive that it will take a few more weeks 
to restore these to even light traffic. A “President’s Relief Fund” has been established to mobilize 
resources for relief efforts. The Prime Minister’s office has appointed a Relief Commissioner, with 
overall responsibility for relief efforts, targeted towards providing shelter, food, clean water and 
immediate medical care. The Government has requested international assistance to rebuild damaged 
infrastructure, including roads, bridges, government buildings, and schools. 

 
2. Project Objective 
 

The project development objective is the sustainable delivery of a productive and efficient National 
Highway System, contributing to lower transportation costs.  

 
The Government of Pakistan (GOP) is implementing a National Highway Improvement Program 
(NHIP) to increase the efficiency of the National Highway Network, through phased improvement of 
approx. 2700 km of highways. The program was initiated during FY02 using GOP’s own resources. 
The Highway Rehabilitation Project is financing a distinct segment of NHIP works (about 826 km of 
highway improvements along the national highways N-5 & M-9) over a five year implementation 
period, while also supporting essential reforms in the sector and the strengthening of the National 
Highway Authority (NHA). The unprecedented oil price hike in 2005 has caused a cost overrun. The 
proposed additional loan is to help finance the costs associated with cost overrun. 
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In addition, the Project is also financing reconstruction and rehabilitation of about 180 km of roads 
damaged by the earthquake of October 8, 2005. 

 
3. Rationale for Bank’s Involvement 
 

The World Bank by virtue of its long standing relationship is in a unique position to assist the 
GOP/NHA in undertaking fundamental reforms to overcome key obstacles to sustainable 
development of the national highways.  It is well placed to assist the government implement the 
innovative aspects of this Project by sharing global experience and best practices in the areas of: (i) 
stable and secure road maintenance funding arrangements; (ii) road agency reform and 
modernization, including business process re-engineering, and financial management strengthening; 
(iii) modern pavement design and construction standards, (iv) highway safety arrangements, and (v) 
environmental and social safeguards. The Bank has been closely coordinating with other key donors 
(ADB and JBIC) and is looked at for providing leadership on matters related to road sector policy and 
institutional reform. Some of the reforms introduced at the NHA with Bank support are now 
beginning to be adopted by the provincial road agencies (Sindh and Punjab).  

 
The last CAS covered the period July 2003-June 2005, and a CAS for the period July 2005-June 2008 
is under finalization. The draft CAS identifies three pillars of Bank assistance corresponding to the 
strategic priorities of the government’s PRSP: (i) sustaining growth and improving competitiveness; 
(ii) improving government effectiveness and service delivery; and (iii) improving lives and protecting 
the vulnerable. Supporting these pillars, the Bank Group’s lending program is proposed to primarily 
target: (i) infrastructure, (ii) human development; and, (iii) programs targeting the poor and 
vulnerable.  

 
The project supports the CAS pillars and program priorities. It provides finance for: (i) rehabilitation 
and resurfacing of national highways N-5 and M-9 which are the backbone of Pakistan’s economy 
serving over 80% of Pakistan's urban population and carrying over 55% of the country's inter-city 
traffic; and (b) reconstruction and rehabilitation of key national and provincial highways which link 
the backward and under-developed Northern Areas and Azad Jammu & Kashmir region to the rest of 
the country. This is essential for: (i) sustaining growth and improving competitiveness, and (ii) 
improving the lives and protecting the vulnerable in these areas whose lives were further devastated 
by the earthquakes. The investment funded under the project is also consistent with the overall 
strategic framework of the proposed National Trade Corridor improvement program, currently being 
developed by GOP with support from the Bank. The Project and the additional finance being sought 
are financing the national highway development component of the national trade corridor. 

 
4. Project Description 
 

The project has the following three components:   
 

a . Network Conservation Component - this consists of civil works along the national highways N-
5 and M-9 comprising: 

 
i). Rehabilitation and Improvement of about 520 km of highway (including structures),  
ii). Resurfacing and Strengthening of 306 km of highway, 
iii). Safety Improvement works at 15 - 20 locations, 
iv). Afforestation (tree planting) along the project corridor for a length of about 2,500 avenue 

km, 
v). Relocation of utilities, 
vi). Consultancy Services for design, contract administration and construction supervision, and 
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vii). Resettlement & Land Acquisition. 
 

b . Reconstruction and Rehabilitation of Earthquake Damaged Roads Component – this 
consists of civil works including: 

 
i). Reconstruction of about 65 km of national highway N-15 (including structures),  
ii). Rehabilitation of about 45 km of national highway N-35, 
iii). Rehabilitation of about 15 km of national highway S-2, 
iv). Rehabilitation of about 55 km of Jhelum Valley Road in Azad Jammu & Kashmir, 
v). Relocation of utilities, 
vi). Consultancy Services for design, contract administration and construction supervision, and 
vii). Resettlement & Land Acquisition. 

 
c . Policy Support and Institutional Development Component - this includes technical assistance, 

training, equipment support and incremental operating costs:  
 

i). to help implement improved sub-sectoral policies (MTBF - to improve targeting of public 
sector resources; RMA - to provide stable and secure funding for maintenance), and  

ii). to strengthen NHA institutional capacity, improve performance and efficiency (business 
process re-engineering and corporate strengthening; improved road asset management; 
improved road safety practices; enhanced environmental management and resettlement 
practices; sector studies and future project preparation). 

 
5. Financing 
 

US$ million 
Borrower 8.40 
IDA 150.00 
IBRD 215.00 
Foreign Sources (unidentified) 0.00 
Total Project Cost 446.40 

6. Implementation 
 

The estimated period of implementation is 5 years. 
 

Implementing Agency: The project has been prepared and will be implemented by NHA, under the 
MOC. Implementation arrangements are summarized below.  

 
Project Oversight and Management: A Project Steering Committee comprising NHA Chairman and 
Members is providing overall guidance and oversight for the Project, and is responsible for ensuring 
implementation of the key policy and institutional reforms. The committee is supported by an NHIP 
Unit at NHA Headquarters in Islamabad, functioning as the Project Secretariat. The Unit is headed by 
the General Manager (GM) NHIP, who is functioning as the Project Director. NHA has appointed a 
Project Coordinator (PC) at its NWFP, Punjab and Sindh Regional Offices, supported by a Deputy 
Project Coordinator (DPC) at each contract site. NHA is in the process of appointing PC,s/DPC,s for 
the earthquake damaged roads. 

 
NHA has engaged an internationally experienced consultant firm, as the independent 
‘Engineer/Project Manager’ responsible for contract administration and construction supervision; and 
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has provided clear job descriptions and instructions to its project management staff, to ensure that 
there is no conflict with the role of the ’Engineer/Project Manager’. 

 
Procurement (87% of the funds have been committed) and implementation of the civil works 
contracts is proceeding well – of the 15 civil works contracts, 13 valued at US$ 216 million have been 
awarded, and work valued at US$ 28 million has been completed (slightly delayed as compared to the 
appraisal schedule). The Bank has cleared the remaining 2 contracts. The procurement of all goods 
and works is following the “Guidelines for Procurement under IBRD Loans and IDA Credits (January 
1995, revised January 1999)”; and procurement of all consultants is following the “Guidelines for 
Selection and Employment of Consultants by the World Bank Borrowers (January 1997, revised May 
2002)”. However, for civil works on the earthquake damaged roads NHA will procure the services of 
FWO under Direct Contracting method using Bank’s standard ICB large works contract document, 
and will employ the services of M/s SMEC (the existing contract administration & construction 
supervision consultants on the on-going project) to prepare designs, environmental & social 
assessments, contract documents  and PC-1 as well as to supervise the earthquake related civil works 
under a variation order to their existing contract. 

 
At NHA head office, under Member Operations, the GM Environment/Social/Lands (ESL) and his 
staff are responsible for ensuring that project design and implementation is environmentally and 
socially sound. The GM (ESL) assisted by D/DD Environment/Afforestation is overseeing the 
project’s environmental implementation, training, reporting and monitoring.  At the regional level, the 
DD Environment/Afforestation is assisting the Supervision Consultant to oversee the supervision and 
reporting on the implementation of the EMP, the afforestation program, and assist with staff training. 
On resettlement and land management matters, the GM (ESL) is being assisted by Director/Deputy 
Director Social/ Infrastructure/ Land management at head office. At the regional level, he is being 
supported by Deputy Director, Social/ Infrastructure/Land Management and the Land Acquisition 
Collector (LAC) for land acquisition and management. The Deputy Director/Assistant Director 
(Operations) are responsible for implementing the Re-settlement Policy Framework and are the focal 
person for social and resettlement issues within individual project reaches. Internally there is also a 
Social and Resettlement Committee to coordinate all implementation and monitoring matters. 

 
The RAMD is managing and administering the RMA in accordance with the notified RMA Rules and 
detailed Standard Operating Procedures. It is also taking lead responsibility for implementation of 
road asset management related activities supported by the project. A project management committee 
headed by Member Planning and with representation from all wings and regional offices has been 
formed for implementation of the Business Process Re-engineering (BPR) sub-component. 

 
NHA has established formal coordination arrangements with NHMP to ensure safe and uninterrupted 
traffic flows along the project corridors during construction and operation of the project facilities, and 
to ensure effectiveness of the various traffic and road safety measures supported under the Project.  

 
Financial Management: NHA carries out its functions through its five regional offices in the four 
provinces. Regional accounts offices are headed by Deputy Directors who are adequately 
experienced.  Regional accounting staff needs further training in accounting for better functioning. 
Regional accounts offices submit their monthly trial balances to the Head Office where these are 
consolidated and NHA's overall accounts prepared. Finance department in the HO is headed by 
Member Finance who is supported by two general managers (Finance and Budget & Accounts) one of 
whom is an MBA. Accounting staff at the HO is well trained and some are on deputation from the 
Auditor General of Pakistan's (AGP) office. Internal audit department in the HO is headed by a senior 
officer from the AGP's office. Most of the other team members are also from the AGP's office. The 
internal auditors conduct audit of projects, regional offices and HO on an ongoing basis and report 
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their findings to the Chairman, NHA. Payments and accounting in respect of projects is done at the 
HO. Regions are allocated budgets for maintenance, establishment, etc.  and funds are released to 
regions on the basis of approved budgets. As per Rules and SOP, accounts of RMA are being audited 
annually by chartered accountants.  

7. Sustainability 
 

The project will lead to sustainable improvements in the management and delivery of the national 
highway system, through measures that include: 

 
a. putting the highway network on a ’fee-for-service’ basis; supporting a shift in NHA institutional 

focus from a ’constructor’ to a ’service provider’ role. 
 
b. implementing a prioritized MTBF and highway investment and maintenance program to improve 

the balance between expenditures on maintenance and new construction, target early completion 
of the ongoing priority projects; and restrict the bulk of future investments to projects with 
positive economic returns.  

 
c. increasing resource mobilization and establishing a secure source of maintenance funding for the 

network (Road Maintenance Fund); reducing future demands on scarce public sector budgetary 
resources. 

 
d. adopting improved asset management practices at NHA [RMA Standard Operating Procedures, a 

modern Road Asset Management System, annual maintenance programs; development of 
appropriate pavement systems and standards; more effective axle load management; improved 
environmental management and resettlement practices, etc.). 

 
e. improving governance and financial management in NHA by strengthening financial 

management systems and controls and increasing agency accountability to external stakeholders: 
regular consultation with road user representatives and key stakeholders; regular independent 
financial and technical audits;  publication of annual agency reports, including audited financial 
statements, in the public domain 

 
The overall fiscal impact of the proposed physical investments will be minimal.      

 
8. Lessons Learned from Past Operations in the Country/Sector 
 

The key lessons learned from previous highway projects, and reflected in the proposed project design, 
include: (i) keeping project design simple and flexible, with manageable components and a single or 
few implementing agencies; (ii) careful prioritization of highway sector investments to ensure timely 
availability of counterpart funds; (iii) improving project preparation to include complete sub-project 
designs and bid documents, contractor pre-qualification, and essential pre-construction activities prior 
to contract awards; (iv) alternative off-budget highway maintenance arrangements to provide 
adequate and reliable source of highway maintenance funding; (v) holding the highway agency 
accountable for performance to external clients to ensure institutionalization of sound maintenance 
management practices; (vi) the need for measures to minimize the adverse impact of vehicle 
overloading to sustain highway network improvements; and (vii) the need for stronger financial 
systems and controls. 
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9. Environment and Social Aspects (including any public consultation) 
 

The Borrower has prepared and provided the Bank a Sectoral Environmental Assessment (SEA), 
Environmental Assessment and Environmental Management Plans (EA/EMPs), and Social 
Assessment and a Resettlement Policy Framework (SA/RPFs) for the 15 civil works contract’s under 
network conservation component. The environmental documents were prepared by NHA through 
consultants engaged independently of the project’s engineering consultants. The EMPs developed by 
the NHA will help the organization address the adverse environmental and social impacts, enhance 
project benefits, and introduce standards of good environmental and social practice for highway 
construction and operation within the organization and in the country. 

 
A series of consultation sessions were held with the stakeholder and the project affected persons 
(PAPs) during the preparation of the EA/SA and the EMPs. The EAs and EMPs have undergone a 
regulatory review and a public hearing process during August 2003 as mandated by the legislation in 
the country. In addition, NHA has actively disseminated the key features of these documents among 
local stakeholders. 

 
For the earthquake damaged roads component, NHA is preparing an Environmental Assessment 
Framework (EAF) containing appropriate environmental mitigation measures and will clear it with 
the Bank before commencing implementation of the earthquake rehabilitation works. NHA will  also 
prepare a Social Assessment for the additional roads and apply EAF and RPF on the earthquake 
damaged roads to ensure compliance with the Bank’s environmental and social safeguards 
requirement.  

 
Apart from the construction of one bypass in Matiari, Sindh, the project’s construction works are 
confined within the NHA’s existing RoW.  Environmental issues associated with the project include 
managing the procurement of borrow material and topsoil conservation, including the clean-up and 
restoration of disturbed areas; appropriately locating temporary construction camps, asphalt plants, 
and waste disposal sites, and managing dust, noise and other environmental impacts of operating 
these facilities; traffic management and safety during construction and operation; avoiding 
obstruction of highway drainage systems during construction and operation; and enhancing and 
maintaining avenue tree plantation along the proposed highway sections. The social issues are related 
to impact on livelihood of vulnerable groups ( including squatters and encroachers), and issues 
centered on land acquisition ( if any).  

 
Potential long-term impacts include changes in land use patterns and economic activity in and around 
the project corridor as a result of ribbon development and increased traffic inflow.  Since the N5 and 
M9 are primary arteries already carrying the bulk of the country’s north-south traffic, it is difficult to 
attribute additional traffic to the improvement of the highway sections included in the project. In fact, 
better highway conditions will improve the speed and flow of traffic along the corridor, leading to 
lowering of emissions and improvement in air quality in the short term, in comparison to a no-project 
option.  Noise generated by vehicular traffic during highway operation is likely to affect sensitive 
receptors located within about 50 m of the highway. Impact on water resources associated with 
silting, stagnation and alterations in watercourses and impacts on vegetation and wildlife resources 
are expected to be minimal in view of the existing physical and biological environment along the 
project corridor. 

 
The EAs detail the measures to mitigate the impacts on land resources in the corridor of impact 
during the construction phase, define the responsibilities for implementation and supervision, and 
arrangements for monitoring of impacts. The SA will identify the impacts of the project   along with 
the severity of impacts on different social groups, define roles and responsibilities for supervision, a 
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consultation and monitoring framework.   The EMPs define frameworks for monitoring along the 
project corridor, and arrangements for institutional and policy support to NHA and other stakeholders.   

 
10. List of Factual Technical Documents 
 

a. Environmental and Social Documentationfor Pakistan Highway Rehabilitation Project, prepared 
by NHA 

 
i). Executive Summary Phase I & II - June 12, 2003 
ii). Sectoral Social and Environmental Assessment Phase I & II - June 12, 2003 
iii). Environmental Impact Assessment - Rehabilitation and Maintenance Projects, Phase I - 

May 30, 2003 
iv). Environmental Management Plan - Rehabilitation and Maintenance Projects, Phase I - May 

30, 2003 
v). Environmental Impact Assessment - Resurfacing and Strengthening Projects, Phase I - May 

30, 2003 
vi). Environmental Management Plan - Resurfacing and Strengthening Projects, Phase I - May 

30, 2003 
vii). Social Assessment, Phase I - May 30, 2003 
viii). Resettlement Policy Framework - May 30, 2003 
ix). Environmental Impact Assessment - Rehabilitation and Maintenance Projects, Phase II - 

March, 2004 
x). Environmental Management Plan - Rehabilitation and Maintenance Projects, Phase II - 

October, 2004 
xi). Environmental Impact Assessment - Resurfacing and Strengthening Projects, Phase II - 

March, 2004 
xii). Environmental Management Plan - Resurfacing and Strengthening Projects, Phase II - 

October, 2004 
xiii). Environmental Impact Assessment - Rehabilitation and Maintenance Projects, Construction 

of Matiari Bypass, Phase I - February, 2005 
xiv). Supplementary Environmental Impact Assessment - Rehabilitation and Maintenance 

Projects, Lahore-Gujranwala Contract 8, Phase II – June 2005 
xv). Supplementary Environmental Impact Assessment - Rehabilitation and Maintenance 

Projects, Turnol-Chablat Contract 9, Phase II – June, 2005 
xvi). Social Assessment – Phase II, March 2004 

 
b. PC-1 Proforma (May 2003): N-5 Highway Rehabilitation Project 

 
11. Contact Point 
 

Task Manager 
 Zafar Iqbal Raja 
 The World Bank 
 1818 H Street, NW 
 Washington D.C. 20433 
 Telephone:  (92-51) 9090212 
 Fax:  (92-51) 9090515 
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12. For information on other project related documents contact: 
 

The InfoShop     
 The World Bank     
 1818 H Street, NW     
 Washington, D.C. 20433 
 Telephone:  (202) 458-5454     
 Fax:        (202) 522-1500 
 Web: http:// www.worldbank.org/infoshop 
 
Note: This is information on an evolving project. Certain components may not be necessarily 
included in the final project.

 


