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1. Key development issues and rationale for Bank involvement 
 
Despite some recent progress, Peru still has an important infrastructure gap compared to 
benchmark countries, particularly in transport. With 393 km of paved roads per million 
inhabitants and only 15% of paved roads, Peru is one of the last countries in Latin America with 
regard to its transport infrastructure stock. Peru’s road network consists of 78,397 km, of which 
22% are national roads (primary network), 1 18% are departmental roads (secondary network) 
and 60% are rural roads (tertiary network). There are only 11,783 km of paved roads, of which 
10,643 km are national roads. Only 34 percent of the national roads are in good condition, 51 
percent are in fair condition and 15 percent in poor or very poor conditions. For the unpaved 
network, the situation is even worse with only 3 percent being in good condition and 34 percent 
in fair conditions. In comparison, the density of paved roads achieves 1,713 km per million 
people in Argentina and 934 km in Chile. In Argentina, through an aggressive road asset 
management program, the National Road Agency has increased the proportion of national roads 
in good condition to 91 percent over a 20 year period, reducing road user cost savings by 
US$275 million. In Peru, the last significant increase in infrastructure spending occurred at the 
beginning of the 1990s when Peru’s national road network was on the verge of collapsing with 
only 12 percent of the roads being in good conditions. This program almost quadrupled the 
length of good condition roads in 5 years. Then, infrastructure spending was again severely 
constrained, in Peru as well as in other Latin America countries, during the economic downturn 
of the late 1990s when capital expenditures paid the highest price in the fiscal adjustment that 

1 Following a recent road reclassification process, about 9,000 additional km of former secondary or tertiary roads 
are in the process of being reclassified as national roads. Once the reclassification fully completed the proportion of 
national roads would increase to about 33 percent of the total network. 
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were implemented in response to the macroeconomic crisis (Calderon, Easterly and Serven, 
2003). 
 
Reduced access and a deteriorated infrastructure stock produce high logistic costs that are 
hampering Peru’s competitiveness. About 80 percent of the firms surveyed by the World Bank 
Logistics Performance Index (LPI) initiative reported they believed the quality of the transport 
infrastructure in Peru was low or very low. With about 32 percent of product value, Peru’s 
logistic costs2 are among the highest in Latin America, well above Colombia (23 percent), Chile 
(18 percent) but also Brazil (26 percent) and Argentina (27 percent). In comparison, the OECD 
average for logistic costs is about 9 percent. Because of poor transport conditions, Peruvian firms 
need to have high inventories, to account for contingencies. The situation is particularly striking 
for the inventories of raw materials for which the mean ratio to U.S. level by industry reaches 
4.19, compared to 2.98 in Brazil, 2.22 in Colombia, 2.17 in Chile and 1.58 in Mexico. High 
inventories generate financial costs which in turns increase unit costs, lowering competitiveness 
and productivity. 
 
Road safety conditions are among the worst in the region, with road crashes having a 
substantial economic cost. With an annual 3,500 deaths and 47,000 injured in 75,000 car 
accidents, Peru ranks very low with regards to road safety. The annual number of casualties 
caused by car accidents reaches 16 per 100,000 people, higher than Ecuador (15), Argentina (12) 
and Chile (10). When accounting for Peru’s lower motorization ratio and comparing to the 
number of vehicles, Peru has 25 deaths per 10,000 vehicles, compared to 24 for Bolivia, 15 for 
Ecuador, 12 for Colombia, 9 for Argentina and 6 for Chile. A rough estimate of the economic 
cost of road crashes in Peru is about 1.5 percent of GDP. Driver behavior accounts for over 50% 
of road crashes, and is attributed to speeding, recklessness and inebriety. Studies also indicate 
that a lack of effective regulation of the vehicle fleet, particularly public transport vehicles, is a 
major contributing factor in road crashes. Finally, deteriorated or poorly designed transport 
infrastructures contribute to Peru’s road safety situation. According to a recent road safety 
assessment performed by iRAP and financed by the World Bank through the Global Road Safety 
Facility on about 3,000 km of Peruvian roads, 3about 22 percent of these roads can be considered 
highly dangerous for car users and 63 percent of them for pedestrians. While road safety has 
been identified as a problem for many years, the Ministry of Transport and Communications 
(MTC) has only given recently a high priority on this issue. The National Road Safety Council 
has been reactivated and a comprehensive National Road Safety Plan has been prepared and 
endorsed. However, major bottlenecks still remain for the implementation of this Plan. One of 
the most critical is the lack of an effective lead agency that can set policy and direct 
implementation to oversee the achievement of results. Other important issues include the 
necessity to build in Peru a culture of safe road design and usage, and the need for a results-
focused approach in order to achieve the long term vision of the Plan and, in particular, its 
objective of reducing crashes by 30 percent over the 5-year period 2007 – 2011.  

2 Although there is no precise definition of logistics costs, they can generally be defined as direct transaction costs 
(transport but also trade-related costs like the processing of permits, customs or standards) added to indirect 
financial costs (eg. inventory, storage, security) and non-financial costs (insurance). (Source: Guasch and Kogan, 
2005). 
3 As part of the preparation of a possible Road Safety Project. This stand-alone road safety operation, initially 
envisaged for US$6-18 million, would now become a component of the proposed SWAp. 



In the context of the global economic downturn, Peru has designed a stimulus package 
focusing particularly on infrastructure. Although Peru is less affected than other countries in 
Latin America, it is now also feeling the effects of the global economic crisis. To anticipate and 
mitigate any further deterioration of its economic performance, the Government has prepared a 
countercyclical stimulus package (“Plan de Estimulo Económico”) of about US$3 billion. With 
about 2.5 percent of GDP, the Peruvian package is still in the lower range in the region. In 
comparison, Argentina’s package amounts to 12.5 percent of GDP and the Brazilian package to 
3.8 percent. Peru’s stimulus package plans to dedicate two thirds of the resources on 
infrastructure and aims at doubling capital expenditures, compared to 2005. In that sense, the 
Government’s package takes into account the lessons from the last macroeconomic crisis faced 
by Peru at the end of the 1990s when infrastructure spending were severely downsized as part of 
the country’s fiscal adjustment policies, resulting in a future loss of competitiveness and growth. 
As part of the stimulus package, the Government has announced the creation of a US$100 
million infrastructure fund, managed by COFIDE, in order to support some of these 
infrastructure investments. Fifteen new “mega projects” have been prioritized by the 
Government to be financed as part of the stimulus package. Some of these projects are 
sufficiently attractive so that private financing could be envisaged though Public-Private 
Partnership (PPP) arrangements, despite the current difficulties to access financial markets. 
However, several of the prioritized projects do not have a clear financial profitability and the 
bulk of the financing is therefore expected to ultimately come from public sources. These 
uncertainties represent a significant threat for the national budget: Past experiences, such as the 
2,586 km “IIRSA Sur” project, have demonstrated that the Peruvian State may end up paying 
much more than initially expected for these highly political “mega projects” and that contingent 
liabilities from the initial contracting arrangements of such projects may often be 
underestimated.  
 
The stimulus package is an opportunity to secure effective and efficient road asset 
management and address the country’s road safety needs. The extent of Peru’s infrastructure 
gap and the seriousness of “externality issues” such as the deteriorated situation of road safety 
justify the focus of Peru’s stimulus package on the infrastructure sectors, particularly transport. 
In addition to helping bridging Peru’s infrastructure gap and thus promoting growth and 
competitiveness, the stimulus package can also help creating employment opportunities, 
therefore generating a “double dividend” for Peru. A recent study4 has estimated that 
infrastructure programs generate about 40 annual-equivalent jobs per US$ million invested, but 
that this proportion is actually greater for road maintenance programs. Another benefit is that the 
stimulus package could help achieve other social benefits (eg. arising from improved road safety 
conditions but also by helping narrowing the infrastructure gap for the rural poor 5). In order to 
reach these objectives, it is important that Peru’s stimulus package not only focuses on the 
execution of highly visible “mega projects”, but that it also help improve the conditions of the 

4 Tuck, L., Schwartz, J. and Andres, L. (2009) – Crisis in LAC: Infrastructure Investment and the Potential for 
Employment Generation.
5 Road density and road conditions are less favorable in rural areas with many remote villages of rural Peru still not 
being accessible by a motorized road. A successful rural roads program has been initiated by the GoP in 1995 with 
the support of the World Bank and the IaDB but the extent of the program is still largely insufficient to address the 
needs: about 70 percent of the rural road network still remain in poor or very poor condition. 



existing road network and the proportion of paved roads. In this regard, the use of low-cost 
paving technologies – which is currently been tested by the Ministry of Transport and 
Communication (MTC) as part of a program named “Proyecto Peru”, could provide a cost-
effective solution for lower-traffic national roads. Road maintenance is also particularly critical 
in order to avoid a deterioration of road assets. Maintenance is less politically visible than other 
larger-scale investments (such as the construction of new roads) and, for that reason, it is often 
the first expenditure to be downsized in times of budget constraint. However, road maintenance 
has the highest economic returns of all the various types of road works and it is also the most 
labor-intensive of all infrastructure investments. Albeit limited in scope, routine maintenance 
works can even generate up to 500 jobs per US$ million invested and can act as a safety net 
mechanism for the rural poor. In Peru, as of 2008, 612 microenterprises, representing about 
7,000 employment opportunities, have been created to perform permanent routine maintenance 
tasks, mostly on rural roads but also on secondary and even primary roads. This mechanism has 
both proved successful in ensuring a sound management of road assets and at developing the 
entrepreneurial capacity for poor men and women in rural Peru. 
 
Important institutional capacity issues need to be addressed in order to maximize benefits 
from the stimulus package. The stimulus package will result in a dramatic increase of 
investments to be managed by the Ministry of Transport and Communications (MTC). Provias 
Nacional, the agency in charge of the national road network within the Ministry, is one of the 
most efficient institutions in the Peruvian administration (with a 85 to 90 percent budget 
execution track record over the past 2 years).  However, it is now getting close to saturation and 
there is a risk that this institution is reaching its maximum absorptive capacity, considering the 
up-to-50 percent increase of its budget expected in 2009. Provias has recently seen the national 
roads it is managing increasing from 17,000 to about 26,000 km, following a reclassification of 
the road network. Moreover, Provias Nacional has been asked to rescue two faltering “mega 
projects” (“IIRSA Sur” corridor and Lima’s “Tren Electrico”). The increasing focus on “mega 
projects” driven by the Government’s stimulus package may progressively jam Provias Nacional 
capacity and divert institutional and budget resources away from core activities (such as 
maintenance) or innovative programs (eg. Proyecto Peru, road safety, output performance-based 
contracts). In addition, while Provias Nacional is already a high-performing institution, other 
areas of MTC that are relevant for the implementation of the stimulus package (eg. planning, 
transport regulation, concessions, safeguards’ unit) are suffering from serious institutional 
shortfalls and lack of resources. Maximizing the benefits of the stimulus package will therefore 
require an extensive and comprehensive institutional strengthening program not only of Provias 
Nacional but also of these other areas of the Ministry. Finally, in order to accelerate investments, 
the Government is revisiting and optimizing many of its internal processes. As a consequence, 
many of the internal mechanisms regulating the Peruvian public expenditures (such as the 
Sistema Nacional de Inversion Pública) have lost some of their influence. While a deep 
reengineering of the highly bureaucratic Peruvian spending processes is needed so that the 
stimulus package can quickly produce all its expected benefits, key mechanisms that ensures the 
quality of public expenditures – such as proper planning – also need to be protected and even 
strengthened in order to improve the effectiveness of the Government’s investment package. 
 

Rationale for Bank Involvement. The Peruvian Ministry of Economy and Finance (MEF) is 
seeking Bank assistance in order to improve the design of the Government’s stimulus package 



and help finance its implementation. In the transport sector, a US$900 million financing gap has 
been identified by MEF to be financed from external resources. 6 While other financing 
institutions (eg. CAF) are focusing their efforts on the financing of the Government’s “mega 
projects”, the World Bank and the IaDB have explored, together with the MEF and the MTC, an 
investment and technical assistance package that would secure and scale up road asset 
management activities (in particular road maintenance), bring innovative practices (low-cost 
paving technologies, output performance-based contracts), initiate a road safety program and 
address institutional shortfalls so that the stimulus package can be implemented rapidly while 
bringing all its expected benefits. The MTC is particularly interested in the international best 
practices the two banks could bring in the design of the program. The World Bank could in 
particular use its experience on the following three issues to bring added-value in the design of 
this operation: 

(a) Road Safety. The Bank has financed a stand-alone road safety project in Vietnam and is 
working with other countries to provide guidance on the implementation of road safety 
policies. Two countries in LAC have taken the lead in this area (Chile and Costa Rica). 
Through a seat-belt campaign, Costa Rica has for example increased compliance from 24 to 
82 percent and reduced fatalities by 13 percent; 

(b) Output performance-based contracts. The Bank is financing the implementation of 
rehabilitation and maintenance (CREMA) contracts in Argentina and Brazil. Using CREMA 
contracts, Argentina’s National Road Agency has reduced its maintenance backlog from 35 
to 9 percent over a 20-year period. Brazil has introduced the CREMA model in the early 
2000s and it has progressively been extended to one third of the federal network and more 
than 10 percent of the states’ networks. An ex-post evaluation, 7 comparing objectively 
output performance based contracts to the traditional input-measurements approach, has 
shown that these contracts brought an overall improved efficiency to the road sector which 
translated to better road conditions at lower costs for the governments and reduced 
management burdens on the road administrations; 

(c) Low-cost paving technologies. Chile has been implementing a low-cost paving program 
(Programa de Caminos Básicos) to improve access on low-traffic roads without jeopardizing 
the cost-efficiency of such investments. Various technological alternatives have been 
developed, depending on the climate conditions and the availability of local materials (eg. 
by-products from the mining industry). The use of the alternative technologies has been 
highly successful but some technologies have been performing better in certain climatic 
conditions and may therefore not be replicated country-wide. 

 
The Bank has been involved in the transport sector in Peru for several decades, mostly in the 
design and implementation of decentralized transport operations (Decentralized Rural Transport, 
Regional Transport Decentralization). The Peru Rural Roads Program, initiated in 1995, has 

6 MEF has officially requested US$300 million to each of the three multilateral institutions active in transport in 
Peru (CAD, IaDB and the World Bank). On Dec. 23, 2008, CAF approved US$300 million additional to help 
finance the additional costs of the IIRSA Sur project.  
7 Meyer, A., Lancelot, E. - Output performance based contracts in the road sector: Towards improved efficiency in 
the management of maintenance and rehabilitation - Brazil’s experience. 

 



been one of the most successful Bank operations in rural transport and it has become a reference 
which has been replicated by other countries in the region. This program has developed low-cost 
rehabilitation technologies (gravel roads) that proved highly sustainable when combined with a 
permanent efficient routine maintenance mechanisms (implemented by the micro-enterprises). 
The program also supported the decentralization of rural roads’ management at the provincial 
level. The last Bank-financed project targeting the national road network is the 1994 Transport 
Rehabilitation Project. However, through its policy dialogue, the Bank has kept providing the 
Government with technical assistance, particularly in the areas of concessions and PPPs. 
 
In parallel to the proposed Safe and Sustainable Transport SWAp, the Bank is helping the 
Government in other areas that are relevant for the design and implementation of the stimulus 
package. One of these areas is PPP and the design of Peru’s infrastructure fund. The Bank has 
been associated in the design of Mexico and Colombia’s infrastructure funds and could facilitate 
twinning arrangements of these countries with Peru. The PPP agenda in Peru is mostly driven by 
ProInversión, although other institutions (MEF, MEC, OSITRAN) are also involved. The Bank 
has also financed the 2005 Peru Guarantee Facility, implemented by ProInversión. While this 
instrument has, in the end, not been used by the Government, other Bank guarantees could prove 
useful in the implementation of the Government’s PPP agenda, particularly for those “mega-
projects” that have the greatest economic returns but may not be sufficiently attractive to the 
private sector. Bank intervention is this area would also depend on the operational and 
safeguards procedures applied to these investments. Finally, the Bank is also exploring further 
support with subnationals (in particular at the regional level) and for the development of 
decentralized infrastructure. Rural and regional roads, as well as other infrastructures, are 
particularly important to address Peru’s high rates of rural poverty. However, institutional 
weaknesses have so far reduced the capacity of subnational governments to respond to the 
demand for increased access to infrastructure services. The Bank is tackling these issues through 
its policy dialogue but also through various operations (IFC’s Peru Subnational Guarantee 
Facility, Vilcanota Valley Rehabilitation and Management Project, Sierra Rural Development 
Project, Decentralized Rural Transport, Regional Transport Decentralization Project, Rural 
Electrification Project). 
 
Alignment with the Bank Strategy in Peru. The proposed operation would support Cluster 2 
(“Sustaining growth and widening its base”) of Pillar 1 (“Economic Growth”) of the Bank’s 
Country Partnership Strategy (CPS) for Peru. These objectives would be achieved through 
enhancing the effectiveness of infrastructure investments in transport and by generating 
employment opportunities for the poor, through the road maintenance activities. The CPS 
progress report for FY07-09 has highlighted “weak planning, design and implementation 
capacities” as a major bottleneck for the performance of the infrastructure sectors. This issue is 
particularly important for a successful implementation of the Government’s stimulus package. 
To address this critical need, the proposed project includes extensive institutional strengthening 
activities, gathered under its fourth component. 
 
The role of transport in the global crisis recovery. A review by the Bank of the stimulus 
packages of seven Middle-Income countries highlighted that the proposed infrastructure 
spending – of which transport took the largest share - represented on average 64 percent of a 
total of US$157 billion. While the global demand for transport services has been falling as a 



result of the downturn, priority should be put on keeping transport infrastructure and service 
ready to run. In this context, the Bank strategy is to work with its client countries in order to 
maintain a full operational status of all assets to avoid any delay in recovery when growth 
resumes. This requires in particular maintaining transport infrastructure throughout the crisis as a 
matter of priority. 8

2. Proposed objective(s) 
 
The proposed project development objective is to increase the quality of national road corridors 
that are essential to Peru’s competitiveness and to promote safer transport conditions, as part of 
the Government’s stimulus package designed in response to the global crisis. Specific objectives 
include: (i) improving the quality of selected national roads, through a scaling up of effective 
maintenance and the use of low-cost paving technologies; (ii) generating employment 
opportunities, particularly for the rural poor; (iii) supporting the reduction of road traffic 
fatalities and injuries (and resulting economic losses), on selected national roads, through the 
development of “safe corridors”; and (iv) strengthening MTC’s institutional framework with a 
view to improve the effectiveness of the Government’s stimulus package. 
 
Key performance indicators would include the following: 

OUTPUTS: 

• Proportion of the national road network receiving permanent and efficient road 
maintenance 

• Number of km of national roads rehabilitated and maintained under output performance-
based contracts 

• Number of km of national roads upgraded using low-cost paving technologies 

• Annualized employment opportunities created by the rehabilitation works  

• Permanent employment opportunities created by the routine maintenance works 

• Number of km of “safe corridors” 

• Number of km of national roads assessed using the iRAP methodology 

• Establishment of an effective and functioning road safety agency 

OUTCOMES AND IMPACTS 

• Proportion of the national road network in good conditions 

• Proportion of the national road network that is paved 

• Reduction of road crashes on “safe corridors” 

• Improved planning for logistics, including though the updating of the national roads and 
bridges’ inventories and the development of a GIS 

8 Saghir, J. – Transport: Invisible Force – Visible Impacts; Presentation at the 2009 Transport Week. 



• Improved management of social and environmental safeguards in MTC 
 

3. Preliminary description 
 
The MTC will prepare and endorse a Transport Policy Letter describing the short, mid and long-
term objectives of the reform program in the transport sector, in the context of the Government’s 
response to the global crisis. The Transport Policy Letter will present the Ministry’s strategy to 
reduce Peru’s infrastructure gap and improve the global performance of the transport sector and 
its contribution to the country’s competitiveness and growth objectives. This document will in 
particular emphasize the importance of road asset management and of improving Peru’s current 
road safety situation. It will describe the objectives and content of the transport investment 
program to be implemented as part of the stimulus package and it will explain the institutional 
reforms that will be developed in parallel in order to maximize the benefits from this investment 
program.  
 
The proposed project would include the following four components: 
 
Component 1: Performance-based Road rehabilitation and maintenance (estimated cost: 
US$ 880 million of which US$ 200 million would be financed by the Bank loan). 
 
According to MTC’s national road planning, 37 existing transport corridors have to be 
rehabilitated during the period 2009-2012. An acceleration of this investment program is 
expected, as a consequence of Peru’s stimulus package and Provias Nacional is currently 
looking at ways to frontload the execution of these investments. This component would finance 
this rehabilitation program, including design studies, actual works and supervision and also 
possible monitoring and evaluation arrangements. In order to focus Bank’s intervention on 
activities with the most innovation and added-value, Bank financing would focus on the 
implementation of a CREMA pilot on one or two transport corridors. The CREMA pilot would 
involve the rehabilitation of a paved road section and the maintenance of that section for a period 
of 5 to 10 years. The exact location of the corridors on which the pilot would be implemented is 
still to be confirmed by Provias Nacional. Contracting arrangements would be made, based on 
the Bank experience with CREMAs in Brazil and Argentina. Employment generation would be 
monitored. 
 
Component 2: Road maintenance (estimated cost: US$ 150 million of which US$ 75 million 
would be financed by the Bank loan). 
 
This component would build on the successful experience of “Proyecto Peru”, a program 
implemented by Provias Nacional that has been testing low-cost paving technologies bundled 
together with a 5 year maintenance program. 3,000 km of roads have already been improved by 
“Proyecto Peru”. Routine maintenance activities are expected to be outsourced by private 
contractors to microenterprises constituted from poor men and women living aside from the 
rehabilitated roads. The proposed component would finance the improvement of up to 16,000 km 
of national roads. The proportion of roads receiving permanent and efficient maintenance could 



increase from 40 up to 80 percent of the non-concessioned national road network. Based on the 
current and past experience of microenterprises in Peru, it is estimated that the number of 
employment opportunities generated could reach 12,000 to 15,000. Contracting arrangements for 
“Proyecto Peru” are currently ad’hoc, thus limiting competition for private operators. MTC and 
IaDB have agreed to use Bank’s standard bidding documents for non-consultant services instead 
of national procurement documents. Bank’s added value would come from the design of the 
results-based contracting arrangement, the choice of the low-cost paving technological 
alternatives and the monitoring and evaluation system to be put in place (possibly outsourced to 
local academic institutions). The proposed component would finance designs, works, 
supervision, as well as the monitoring and evaluation arrangements.  
 
Component 3: Road safety, critical points and bridges (estimated cost: US$ 40 million of 
which US$ 20 million would be financed by the Bank loan). 
 
This component would finance road works to improve the road safety condition of selected 
national roads. In particular, the investments that have been prioritized by the iRAP assessment 
on 3,000 km of roads would be financed under this component unless they can be included under 
an existing contract. Other road safety improvements on critical points and bridges have already 
been identified by Provias Nacional and would also be eligible under this component. An 
extension of the iRAP assessment program to additional roads could also be financed under 
component 4. In parallel, Provias Nacional would further its dialogue with the National Road 
Safety Council in order to develop and label the concept of safe corridors (“corredores 
seguros”), building on the national roads whose infrastructure has been improved. The “safe 
corridor” concept implies working with other agencies and ministries in order to articulate a 
combination on road safety improvements (safer infrastructure but also more stringent 
enforcement, road safety education initiatives and more efficient emergency mechanisms) that 
could increase the impact to reduce road crashes. Such institutional coordination requires a 
strong road safety agency that is still missing today although some early progresses have been 
signaled within the National Road Safety Council. Resources would be earmarked under 
component 4 in order to support the institutional strengthening of the Peruvian agencies in 
charge of road safety. On the other hand, component 3 would finance design studies (including 
the updating of existing design studies or road rehabilitation standards), actual works, 
supervision activities, services like the iRAP assessment, as well as additional studies and 
consultancies linked to the monitoring and institutional strengthening of Provias Nacional’s road 
safety program. 
 
Component 4: Institutional support and transport regulation (estimated cost: US$ 10 
million of which US$ 5 million would be financed by the Bank loan). 
 
This component would finance a comprehensive technical assistance and institutional 
strengthening package for Provias Nacional (subcomponent 4.1) and other areas of the MTC 
(subcomponent 4.2). The objective is to improve the institutional performance of these agencies 
so that they can be the most efficient and effective in implementing the Government’s stimulus 
package. The eligible activities, to improve capacity for management, monitoring and evaluation, 
are grouped under four overall themes: (a) improvement of information management systems 
(such as, road and bridge asset management, emergency and incident management, contracts 



management); (b) support for planning systems; (c) improvement of road safety management and 
transport regulation systems; and (d) capacity building for improved management of 
environmental and social safeguards. Subcomponent 4.1. will be implemented by Provias 
Nacional. Subcomponent 4.2, is to be implemented by MTC’s Office of General Administration 
of (OGA in Spanish). MTC entities to be supported as part of this sub-component would include, 
inter alia: the General Unit for Planning and Budget (OGPP in Spanish), the General Directorate 
for Social and Environmental Safeguards (DGASA in Spanish) and the National Road Safety 
Council (CNSV in Spanish). 
 
Financing. The proposed program amount to US$1.1 billion of which US$300 million would be 
financed by the World Bank, US$150 million by the IaDB and US$630 million by the GoP. 
Disbursements are expected to be frontloaded in 2010-2011 in order to support the 
Government’s stimulus package in the most effective way. To do so, several investments to be 
implemented in CY09 would be retroactively eligible to the proposed project, subject to 
compliance with its objectives and operational procedures. In order to reduce the need for 
counterpart funds and match the US$300 million request from MEF, the IaDB is considering a 
second US$150 million operation to support this program, to be approved by late 2010, early 
2011. 
 
Choice of financing instrument. Given the broad scope of the proposed program and the need 
to align it in the most effective way within the Government’s stimulus package, a SWAp 
instrument is proposed. Though very similar to a standard investment operation, a SWAp will 
allow to better streamline the proposed activities within MTC’s regular budget cycle, and help 
emphasize the importance of road asset management and road safety and counterbalance the 
focus of the stimulus package on “mega-projects”. Finally, the preparation of the Transport 
Policy Letter, which is required when a SWAp is used, will clarify the ownership of the 
Government for the proposed operation, refine MTC’s current strategy for the sector, and give 
more visibility to road asset management. A procurement capacity assessment of the 
Implementing Agency will be carried out jointly by the World Bank and the IaDB. A Manual of 
Procedures for the SWAp—covering, among other things, procurement for the pooled funds and 
the borrower’s responsibility to maintain a sound recordkeeping system—would be agreed 
between the donors and the borrower. 

4. Safeguard policies that might apply 



Safeguard Policies Triggered Yes No TBD 
Environmental Assessment (OP/BP 4.01) X   
Natural Habitats (OP/BP 4.04) X   
Forests (OP/BP 4.36)  X  
Pest Management (OP 4.09)   X  
Cultural Property (OPN 11.03) X   
Indigenous Peoples (OP/BP 4.10) X   
Involuntary Resettlement (OP/BP 4.12) X   
Safety of Dams (OP/BP 4.37)  X  
Projects on International Waterways (OP/BP 7.50)  X  
Projects in Disputed Areas (OP/BP 7.60)  X  

5. Tentative financing 
Source: ($m.) 
Borrower 630 
International Bank for Reconstruction and Development 300 
Inter-American Development Bank 150 
 Total 1,080 
 
6. Contact point 
Contact: Nicolas Peltier-Thiberge 
Title: Senior Infrastructure Economist 
Tel: (202) 473-4942 
Fax:  
Email: npeltier@worldbank.org

 


