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1. Key development issues and rationale for Bank involvement 
 
1. Provincial road networks in Argentina comprise about 250,000 Km that are under the 
jurisdiction of 23 Provincial Road Agencies (DPVs), representing 28% of the country’s total 
road length. These networks serve as main collectors of the system of rural and local roads under 
the responsibility of municipal governments (600.000 Km), connecting productive areas with 
consumption centers, ports and other export gateways through the national system of inter-
provincial highways (38.000 km) administered by the National Road Agency (DNV). This 
system of road networks accounts for about 80% of the freight output of the country.   
 
2. Given the nature of the productive activity in the country, the condition of the road 
network is key to support the economic recovery process experienced since the crisis of 2001. 
The Government of Argentina (GoA) has been concentrating efforts to continue developing an 
agenda to increase the efficiency of the road sector. With the reforms of the 90s that deregulated 
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the sector, introduced private participation and decentralized expenditure and financing 
responsibilities to provincial and local governments, the road sector has been subject to a series 
of transformations that have enabled important achievements in this regard. Argentina has been 
gradually transforming its operations within the road sector, transferring the execution of works 
to private contractors, focusing the capacity of the participating Road Agencies towards more 
efficient planning, and the prioritization of investments based on cost-efficient criteria.  
 
3. The Bank has played a key role in this process. Through several projects both at the 
federal and provincial levels, Bank engagement in Argentina’s road agenda has contributed to 
reduce the infrastructure backlog and to strengthen technical, managerial and environmental 
capacities of the participating Road Agencies. In particular, at the federal level, Bank-financed 
operations have supported the development and implementation of multiyear performance-based 
contracts for the rehabilitation and maintenance (CREMA) of non-concessioned roads under a 
network-wide approach, and the transformation of the DNV into a results-oriented organization1.
Bank operations at the provincial level have supported the design and execution of more efficient 
road programs and financed works to upgrade and rehabilitate selected segments of the core 
networks under traditional ad-measurement type contracts. More recently, the Bank has provided 
support at the Provincial level through the ongoing Provincial Roads Infrastructure Project (Loan 
7301-AR) to increase private sector participation in the management of the provincial road 
networks through the expansion of the CREMA system in use at the federal level also aiming at 
further strengthening the institutional capacity of the DPV’s to evolve accordingly to the new 
managerial strategies to be adopted.   
 
4. The Provincial Road Infrastructure Project is an on lending operation through which the 
GoA supports road investment programs in the paved network of different provinces in the 
country. The Project is demand-driven and was designed and appraised based on the financing 
requests of six interested provinces that prepared and submitted investment programs during 
Project preparation (Córdoba, Corrientes, Neuquén, Santa Fe, Entre Ríos and Chubut). Provinces 
are required to enter into Subsidiary Loan Agreements (SLA) with the National Government to 
participate. As such, the project supports investment programs for those provinces that have 
fulfilled all prior steps needed for an SLA and have signed said SLA, until the available amount 
of the loan is fully allocated2.

5. The project includes four components: (1) Civil Works consisting of two sub-
components: (i) a performance-based rehabilitation and maintenance sub-component to be 
contracted under the CREMA system; and (ii) a conventional rehabilitation and/or upgrading-
repaving sub-component to be contracted under the ad-measurement type system; (2) Routine 

1 At the federal level the Government is currently: (i) operating and maintaining high traffic highways through toll 
road concessions; (ii) implementing a long-term maintenance strategy for the non-concessioned paved national 
road network based on the gradual expansion of the effective performance-based contracts (CREMA); (iii) 
concentrating DNV’s strategic role towards efficient planning of the primary road network. 

2 These prior steps include: (i) proposed provincial programs designed and appraised satisfactorily to the Bank according to the 
Project’s technical, economic and environmental guidelines as defined in the Project Operational Manual; (ii) fulfillment of 
National Government steps required to obtain authorization for new debt as well as authorization from provincial legislatures; 
and (iii) establishment of a framework for fiscal sustainability and its monitoring in line with the National Government fiscal 
policy. 



Maintenance though which Participating Provinces are expected to develop and perform, with 
their own funds, an effective maintenance strategy on the portion of their paved network that will 
not be attended by CREMA contracts; (3) Road Sector Management and Institutional 
Building supporting activities to strengthen participating road agencies to meet the demands 
imposed by the introduction of a results-oriented approach; and (4) Project Management and 
Technical Assistance to Provinces to facilitate Project coordination and management through 
the Project Coordinating Unit (PCU). 
 
6. After an initial delay in the signing of the loan agreement (9 months) and meeting the 
effectiveness conditions3, the project was declared effective on September 15, 2006 (15 months 
after Board approval). Since then, four Provinces have joined the program signing the required 
SLA -Cordoba, Corrientes, Entre Rios and Santa Fe (a process that required 15 months between 
September 2006 and December 2007).  Chubut and Neuquén have both signed the SLA and are 
expected to be declared eligible within the next month. 

 
7. Participating Provinces have focused on the implementation of the main project 
component (Civil Works which accounts for 93% of Loan proceeds: US$121.4 million allocated 
for works at appraisal values plus some US$18 million of estimated contingencies).  Under this 
component: 
 

� Seven CREMA contracts have been awarded and are under execution (4 in Córdoba, 2 in 
Corrientes and 1 in Santa Fe), for a total amount of US$138 million (original values 
without price adjustment) of which US$118 million would be loan proceeds. The total 
length covered under these contracts is 962 km (44% of the appraisal target).  

� One traditional ad-measurement rehabilitation contract has been awarded and is under 
execution in Entre Rios for the rehabilitation of a 40 Km-long road (20% of the appraisal 
target) for US$17 million of which US$14 million would be loan proceeds (original 
values without price adjustment).  

 
8. Under the Institutional Building and Project Management components the Provinces 
and the Coordinating Unit have started implementing some activities and continued preparing 
technical documentation for the procurement of several goods/services, including the 
development of a routine management system in Córdoba, equipment to carry out deflection 
measurements in Córdoba, load and transit control equipment in Entre Rios and Santa Fe, and 
services to develop IT systems in Córdoba and Corrientes.  The Coordinating Unit organized and 
delivered a seminar to develop new capacities at the Provincial level to supervise performance 
based contracts and is organizing a new Monitoring and Evaluation training activity with a 
particular emphasis on the performance of the Routine Maintenance programs that are being 
carried out on a yearly basis by the participating Provinces.    

 
9. Since project preparation/appraisal (end of 2004) the unit costs of the rehabilitation works 
that have been bid and awarded under the project have increased by a factor of about 2.5, i.e, an 
increase of about 150%. 

3
Related to (i) the signing of the Presidential Decree authorizing the Ministry of Economy to sign the Loan Agreement, (ii) the 
signing of at least one Subsidiary Loan Agreement, and (iii) obtaining the required Legal Opinions.  



10. As a result of the above, even though at appraisal a total of 21 projects in the six 
Participating Provinces were included in the financing program (for a total scope of 2,204 km 
under the CREMA sub component and 264 km under the ad-measurement rehabilitation/paving 
subcomponent), these 8 projects alone (representing 41% of the original target) would consume 
the available funds allocated for works under the Project. The project targets are being 
significantly affected by the unexpected increase in the costs of road works evidenced in the 
country since 2004. 

 
11. Given the restrictions imposed by this new scenario, at the project’s start-up the 
Provinces adjusted the original targets to be achieved through this project, reducing the total 
number of subprojects to 19 and reducing the scope of interventions to 2050 km (83% of 
appraisal) of which 1,773 km would be CREMA and 277 km would be traditional 
rehabilitation/upgrading contracts. Said adjustments included: (i) reducing the total length of 
individual subprojects; (ii) converting 1 CREMA contract into a traditional rehabilitation 
contract; and (iii) removing 2 subprojects from the financing plan.  

 
12. The revised budget estimate necessary to implement the new target, at September 2009 
prices (estimated Board Date), is US$391 million (excluding future contingencies), which at 
75% financing would represent US$293 million in loan proceeds. Given the original allocation 
of loan funds for works of US$121 million, the current financing gap would be in the order of 
US$172 million.     
 
13. This proposed additional financing operation in the amount of US$175 million is 
therefore intended to address the financing gap caused by cost overruns for the completion of 
civil works included in the original loan, in order to substantially meet the project’s development 
objectives.  

 
14. The overall and specific objectives of this operation are fully consistent with the Country 
Partnership Strategy (CPS)4 approved by the Board on June 9, 2009. The main objective of the 
CPS  is to provide selective, performance-based support to influence specific outcomes in 
support of Argentina’s strategic development goals under three pillars: (i) sustainable growth 
with equity; (ii) social inclusion and (iii) improved governance. Upgrading Argentina’s 
infrastructure to address potential bottlenecks to competitiveness, and underpin medium-term 
growth and poverty alleviation is a fundamental objective of the CPS's pillar of sustainable 
growth with equity.  Several infrastructure interventions have been envisaged to further a number 
of key objectives, including expanding assets for the poor and improving mobility, expanding 
and maintaining the nation's transport system to lower logistic costs and facilitate regional trade 
and commerce.  The proposed project complements other on-going projects in the infrastructure 
sector, including the road sector, aimed at preventing the deterioration of key infrastructure 
assets in Argentina, and improving infrastructure service delivery to enhance competitiveness 
and foster economic growth. By enhancing the quality and performance of the primary provincial 
road networks, transport costs are expected to be reduced contributing to regional productivity 
and competitiveness.   

4 Country Partnership Strategy for the Argentine Republic for the Period 2010-2012, May 6, 2009. Report No. 
48476-AR 



2. Proposed objective(s) 
 
15. The Provincial Road Infrastructure Project aims at improving the reliability of essential 
road assets that facilitate access of provincial production to markets while enhancing the 
efficiency of asset management as a means to support the country’s productive sector, 
competitiveness and economic growth. The specific objectives are to: (i) strengthen the planning 
process to support the preparation and implementation of comprehensive multi-year road 
programs; (ii) introduce the use of performance-based contracts as a key step toward 
implementing a sustainable and cost effective road management strategy; and (iii) bring about 
the required technical capabilities in the provincial road agencies to allow for the introduction of 
new management strategies, gradually supporting their transformation into results-oriented 
organizations with enhanced capacities (planning, administration and supervision of contracts, 
environmental management, road safety management). 
 
3. Preliminary description 
 
16. The Government of Argentina (GOA) is prioritizing an additional financing request for 
the Provincial Road Infrastructure Project in the amount of US$175 million to overcome the 
impact of the unforeseen cost increases and maximize the scope of the project to substantially 
achieve the development objectives. Counterpart funds from the Participating Provinces would 
amount to US$58 million, therefore the total additional funds available to support the works 
program would be US$233 million. Through this additional financing, the GoA is expecting to 
be able to procure some additional 1,050 km of road works to achieve the revised target of 2,050 
km.  

 
Project Costs modified with Additional Financing 

 

Indicative 
Cost

Estimated Bank 
Financed      

% Bank 
Financed

Indicative 
Cost

Estimated Bank 
Financed      

% Bank 
Financed

1. Civil Works Component 161.87 121.40 75% 391.00 293.25 75%
 1.1 Rehabilitation and Maintenance through CREMA 128.50 96.38 75% 325.00 243.75 75%
 1.2 Road Rehabilitation and Paving 33.37 25.03 75% 66.00 49.50 75%
2. Road Maintenance 89.00 - 0% 195.00 - 0%
3. Sector Management and Institutional Building 7.00 7.00 100% 7.00 7.00 100%
4. Project Management 3.00 3.00 100% 3.00 3.00 100%

260.87 131.40 50% 596.00 303.25 51%
24.38 17.85 52.38 21.00 

0.75 0.75 100% 0.75 0.75 100%
286.00 150.00 52% 649.13 325.00 50%TOTAL FINANCING REQUIRED

Original Project Costs                                      
(in US$ millions)

Modified Project Costs                                  
(in US$ millions)

COMPONENTS

TOTAL PROJECT COSTS
Contingencies 
Front-End-Fee

17. Taking into account that some of the works to be procured with the additional financing 
are 5-year CREMA contracts, the GoA is expecting to extend the closing date for 3 years so as to 
ensure that all works under said contracts can be completed and paid within the implementation 
period.  
 
4. Safeguard policies that might apply 
 
18. This project has been rated as “Category B”, following the Operational Policy 4.01.  A 
review of performance in the application of the environmental management tools as well as 



safeguards compliance of the project is being conducted by relevant specialists. So far, no 
relevant unresolved safeguard issues have been observed. 
 

5. Tentative financing 
Source: ($m.) 
Borrower 58 
International Bank for Reconstruction and Development 175 
 Total 233 
 
6. Contact point 
Contact: Maria Marcela Silva 
Title: Sr Transport. Spec. 
Tel: (202) 473-2092 
Fax: (202)676-9594 
Em

 


