
1 
 

PROJECT INFORMATION DOCUMENT (PID) 
APPRAISAL STAGE 

Report No.:  AB5404 
Project Name Railway Infrastructure Rehabilitation Project 
Region EUROPE AND CENTRAL ASIA 
Sector Railways (100%) 
Project ID P120192 
Borrower(s) NATIONAL RAILWAY INFRASTRUCTURE COMPANY 
 National Railway Infrastructure Company 

110 Maria Louisa Blvd 
Sofia, Bulgaria, 1233 
Tel: (+359-2) 932-3413 
office@rail-infra.bg, www.rail-infra.bg 

Implementing Agency  
 National Railway Infrastructure Company 

110 Maria Louisa Blvd 
Sofia, Bulgaria, 1233 
Tel: (+359-2) 932-3413 
office@rail-infra.bg, www.rail-infra.bg 

Environment Category [ ] A   [X] B   [ ] C   [ ] FI   [ ] TBD (to be determined) 
Date PID Prepared February 19, 2010 
Date of Appraisal 
Authorization 

February 22, 2010 

Date of Board Approval May 27, 2010 
 
1. Country and Sector Background 
 
1. Bulgaria’s economy had steadily grown prior to the global financial crisis when foreign 
capital inflows that fuelled rapid credit growth and supported economic growth in recent years 
came to a near halt in 2009. As domestic demand plummeted, Bulgaria’s economy entered into a 
recession in 2009 and GDP declined by close to 5 percent in. Fiscal conditions deteriorated, but 
fiscal deficit was contained to 0.8 percent of GDP in 2009, after running fiscal surpluses of 3 
percent of GDP between 2004 and 2008. The recession is resulting in a significant adjustment of 
large imbalances. External current account deficit narrowed to 10 percent of GDP in 2009 from 
25 percent in 2008. On the domestic side, wage increases were contained and inflation eased 
from 12 percent in 2008 to 2.5 percent in 2009. Bulgaria’s good fiscal management over the past 
decade has limited the impact of the global financial crisis. The medium-term fiscal framework 
envisages a broadly balanced budget for the period between 2010 and 2012. Bulgaria has also 
accumulated sizable fiscal reserves—12 percent of GDP at end-2009—relatively low public 
debt—16 percent of GDP in 2009—and large gross international reserves—39 percent of GDP in 
2009. These strengths serve as buffers against external vulnerabilities and help sustain 
confidence in the currency board.  

2. While maintaining fiscal discipline is a key to restoring short and medium term 
macroeconomic stability, raising productivity and employment to narrow the income gap and 
facilitate convergence with the European Union (EU) will remain Bulgaria’s main challenge in 
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the next few years. At roughly 40 percent of the EU’s average GDP per capita in purchasing 
power parity terms, Bulgaria is starting its convergence to the living standards of the more 
advanced members of the EU from a less favorable position than most other new member states. 
Bulgaria also faces a demographic dilemma. Its population is declining at almost one percent per 
year, its labor participation and its employment rates are among the lowest in Europe, and the 
productivity of its labor force is low. Raising productivity will require improvements on several 
fronts. Because of the potential impact of the transport system on aggregate productivity, and on 
regional competitiveness, public intervention to improve the efficiency of the transport 
infrastructure and services is one of many development paths that the government is pursuing. 

3. Railways can have a key role in enhancing productivity growth in Bulgaria and in 
accelerating European integration—thanks to Bulgaria’s geographic location as a transit country 
for trade between Europe and Asia. Railways are also expected to contribute significantly to 
achieving the commitments made by Bulgaria towards EU climate change policies, as they will 
be called upon to capture a sizeable share of the new transport volumes demanded by the 
country’s economy. These productivity, integration, and climate change expectations are 
achievable because—unlike many European countries—railways still play an important role in 
Bulgaria carrying around 25 percent of freight—compared to an average of 15 percent in the 
EU—despite declining market share. 

4. This relatively good market share performance is mainly the result of the implementation 
of coherent reforms that aligned the institutional and legal framework of the Bulgarian rail sector 
with those of the EU during the years leading up to EU accession. Railway services are vertically 
unbundled. The public railway infrastructure is managed by the National Railway Infrastructure 
Company (NRIC), and railway transport services are provided by the State-owned Bulgarian 
Railways Company BDZ EAD and several private freight operators. A track access charge 
system enables market access to rail infrastructure and allows better cost recovery. Public 
Service Contracts for passenger services make State contributions to the sector transparent. 

5. There are however important challenges facing railways in Bulgaria. Despite the 
considerable institutional achievements, the lack of market adaptation leaves Bulgaria with a 
railway system that has a network density close to the EU-27 average, but with only 50 percent 
of the network productivity, and only one-third of the labor productivity. Bulgarian rail traffic 
volumes had stabilized—before the global financial crisis of 2009—at around 7.7 billion traffic 
units (TU)1, but the railway share in the growing transport market has continued its decline. A 
staff reduction of 40 percent in the early 2000s has kept labor productivity stable, but NRIC 
remains one of the least efficient infrastructure managers in Europe, with about 4 persons per 
track-km, while the average in Central Europe is 2 staff per track-km, and in Western Europe is 
below 1 staff per track-km. Numerous sections on Bulgaria’s extensive railway network of 4,031 
kilometers are underutilized and their operations remain uneconomical. Without decisions to 
make railways in Bulgaria a viable and nimble industry that adapts to the changing market 
demand, railways in Bulgaria may suffer rapid decline, which would not only be costly but also 
socially disruptive. 

                                                 
1 Traffic Units are measured in terms of total passenger-kilometers plus freight ton-kilometers. 
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6. The limited financial resources available to railways in Bulgaria are not adequately 
utilized to maintain and preserve a core strategic railway network. Railway assets in Bulgaria 
suffer now from a legacy of chronic underinvestment that has resulted in today’s significantly 
degraded infrastructure. The Bulgarian rail network has 4,031 route-km of standard gauge, of 
which 24 percent is double track, and 67 percent is electrified. About 2,915 km of the railway 
network form the main railway lines in Bulgaria. Most of the railway network was constructed 
more than 50 years ago, while the power supply and safety facilities were installed between 1960 
and mid-1980s. Underinvestment has led to a situation where half of the length of the main lines 
is in poor condition, and speed restrictions are imposed on almost 75 percent of the rail network. 
Inadequate maintenance and renewals of track and other infrastructure assets and overstaffing 
lead to high operating costs for NRIC resulting in higher track access fees and higher operating 
subsidies from the State but for lower quality of service. 

7. The global financial crisis has caused a major setback to the very fragile financial 
stability of Bulgaria’s railway industry. In 2007, NRIC and BDZ’s accounts were balanced, and 
historic arrears were cleared. However, since mid-2008, the financial situation of the railway 
industry in Bulgaria—and in all EU countries—significantly deteriorated due to the global 
financial crisis which led to a collapse in freight volumes and to the bankruptcy of one of BDZ’s 
major clients. The combined passenger and freight traffic in 2009 contracted by more than 40 
percent from 2007 levels. NRIC and BDZ have had severe short term cash problems in 2009, 
including problems to fund their operations.  

8. Government policies and strategies for railways suggest a clear understanding by policy 
makers of the role railways are expected to play in Bulgarian and EU economies as well as of the 
difficult challenges facing the railway industry. Government policy and strategic directions for 
railways are clearly laid out in the Transport Sector Strategy for the period 2006-2015. 
Investment plans are presented in the Sector Operational Program for Transport (SOPT)—which 
covers EU Cohesion Fund grants over the period 2007–2013 for infrastructure of European 
importance—and in the railway companies’ business plans. Additionally, the government is 
developing a new Transport Strategy 2010-2020—currently at the public consultations stage—
and a General Transport Master Plan for Bulgaria that should be available and approved in the 
middle of 2010. The Master Plan is expected to confirm Bulgaria’s and EU’s priority to develop 
railways as a sustainable means of transport.  

9. The first phase of NRIC’s investment program until 2015 focuses on the east-west 
European Corridors IV, VIII, and X between Sofia and Burgas on the Black Sea, Sofia and 
Dragoman (Serbian border), and between Sofia and the Turkish border, respectively. The line 
between Plovdiv and the Turkish border is being mostly modernized under the pre-accession 
ISPA program (Plovdiv-Svilengrad), and the final link to the border under the SOPT program. 
Investments are about to start under the SOPT program for the rehabilitation of two sections 
between Sofia and Plovdiv (Sofia – Elin Pelin, and Septemvri – Plovdiv) and between 
Mihaelovo and Burgas. The proposed project would support investments on the section between 
Plovdiv and Orizovo and modernization of the energy, signaling and telecommunication 
systems, and thus complementing these programs. Completing the rehabilitation of the final 
section between Sofia and Plovdiv (Elin Pelin - Septemvri) and between Orizovo and Mihaelovo 
is now planned under SOPT’s next planning period 2014-2020. Additionally, NRIC is preparing 
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a portfolio of investments to be included under the next SOPT focusing on the north-south 
corridor IV between Vidin (Romanian border), Sofia, and Kulata (Greek border).  

 
2. Objectives 
 

10. The Project Development Objective is to improve the quality and efficiency of railway 
infrastructure services in Bulgaria.  

11. Project development objective will be achieved through investments under the proposed 
project aimed primarily at stopping the deterioration and at upgrading the condition of existing 
railway infrastructure assets on selected lines on Bulgaria’s core railway network. These 
investments are part of the government’s larger railway modernization program, which is 
primarily financed by EU Cohesion Funds allocated to railway infrastructure on the Trans-
European Network for Transport (TEN-T) in Bulgaria. The objective will also be achieved 
through the implementation of efficient asset maintenance and management strategies to 
preserve all railway assets regardless of their financing sources, and by financing the overdue 
mechanization of NRIC’s infrastructure maintenance activities. This will therefore lead to better 
prioritization between maintenance and renewals, decrease in infrastructure maintenance costs, 
and increase in the overall productivity of NRIC. 

 
3. Rationale for Bank Involvement 
 
12. The World Bank has played an active role in supporting past railway reforms in Bulgaria. 
The Railways Rehabilitation Project (1995-2002) supported significant restructuring measures 
that led to most of the pre-accession reforms. The three Programmatic Adjustment Loans (2003-
2005) included a successful railway reform component. In early 2009, the Bank prepared a 
Railway Policy Note, which outlined the remaining structural challenges to be overcome by 
Bulgaria, and proposed recommendations to introduce a culture change in order to create a viable 
railway industry in Bulgaria. 

13. Bulgaria has access to grant funds from the EU under the EU Cohesion and Regional 
Development Funds, totaling about EUR 600 million over the period 2007-2013 for the railways. 
These funds are designated for railway infrastructure on the Trans-European Network for 
Transport (TEN-T) in Bulgaria. Other investments are ongoing under the pre-accession grant 
facility—ISPA. The government has identified a financing gap necessary to fully cover its 
investment plans that go beyond pure infrastructure investments to cover equipment and systems 
that are necessary to increase the efficiency and productivity of the infrastructure manager—
NRIC. The World Bank has significant global experience in supporting this type of complex 
investments in systems, and in supporting governments and infrastructure managers to combine 
investments with development and implementation of plans to enhance organizational 
performance and efficiency.  

 
4. Description 
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14. The total Project cost is estimated at EUR 159.85 million—including VAT and 
contingencies—with EUR 127.80 million from the proposed World Bank Loan. The 
implementation period would be July 1, 2010 – December 31, 2015, and the Closing Date would 
be June 30, 2016. The proposed Project includes three components: 

15. Component 1: Improvement of railway infrastructure systems performance. This 
component would support the rehabilitation of key elements of railway infrastructure systems 
including traction power, telecommunication, traffic control, and energy dispatching—with high 
impact on the efficiency and safety of railway operations—and would include the following 
subcomponents: 

(a) Support to NRIC to reengineer the structures and functions of NRIC’s traffic 
control and energy dispatching activities, through the provision of technical 
advisory services, training and equipment, and the carrying out of studies. 

(b) Support to the modernization of the energy system of NRIC through the 
rehabilitation of selected railway traction power sub-stations, the installation of 
Supervisory Control and Data Acquisition (SCADA) systems, and the acquisition 
of machinery for inspection and maintenance of catenary and electrical systems. 

(c) Support to the modernization of the signaling and telecommunications system of 
NRIC through the installation of digital transmission and fiber optic cable systems 
along selected railway lines, and the construction of a Centralized Traffic Control 
(CTC) building. 

(d) Provision of technical advisory services regarding the design, contract 
management, and supervision for the implementation of this component. 

16. Component 2: Improvement of railway track operational performance. This 
component would support the rehabilitation of selected railway sections and the introduction of 
new maintenance practices and methods for railway track maintenance—with high impact on the 
efficiency and safety of railway operations—and would include the following subcomponents: 

(a) Support to NRIC to reengineer the structures and work processes and procedures 
of NRIC’s track maintenance activities including a railway asset management 
strategy, through the provision of technical advisory services, training and 
equipment and the carrying out of studies. 

(b) Support to the modernization of the track maintenance activities of NRIC through 
the acquisition of track maintenance machinery.  

(c) Support to NRIC for the rehabilitation of the railway section between Plovdiv and 
Orizovo. 

(d) Provision of technical advisory services regarding the design, contract 
management, and supervision for the implementation of this component. 

17. Component 3: Support to Project implementation. This component will support NRIC 
in connection with Project implementation, monitoring, evaluation, and impact assessment 
through: 

(a) The carrying out of the audits for the Project through the provision of technical 
advisory services to NRIC. 

(b) Training to NRIC staff on project management, procurement and financial 
management. 
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(c) Funds for Project implementation Incremental Operating Costs.  

 
5. Financing 
 
Source: ($m.) 
Borrower 44.63 
International Bank for Reconstruction and Development 178.50 
 Total 223.13 
 
6. Implementation 
 

18. The Borrower will be NRIC, with a sovereign guarantee from the Republic of Bulgaria. 
NRIC will also be the Project Implementing Entity. Project implementation will rely on NRIC’s 
existing structures. NRIC has well established departments that perform specialized functions 
usually found in railway infrastructure managers. A Project Management Unit (PMU) has 
already been established under the Strategic Development and Investment Projects Department, 
and it is headed by a Project Director. A Deputy General Manager was appointed as the Project 
Coordinator. Within NRIC, the PMU will have the overall responsibility for project 
implementation including planning, procurement, disbursement of funds, monitoring the use of 
funds, auditing arrangements, monitoring and evaluation, supervising the implementation of the 
Environmental Management Plan (EMP), and reporting on the progress of implementation and 
use of project funds. The Finance Department within NRIC will be responsible for project 
financial management arrangements. 

 
7. Sustainability 
 

19. The proposed project is part of a comprehensive investment program developed by the 
government and NRIC and is in line with EU policies and directives for railways. There is strong 
commitment and ownership of the proposed project within NRIC and in the government.  

20. The design of the project includes activities that address the weaknesses in the 
organization, methods and processes for track maintenance, traffic control, signaling and 
telecommunications. NRIC will make, under the project, an assessment of the organizational 
structures and the working processes and procedures, and develop and implement new 
approaches consistent with the functional performance of the new technology made possible 
under the Project and under other EU-supported programs. 

21. The sustainability of project objectives should also be ensured by the existing railway 
institutional framework in Bulgaria. The track access charge regime provides a predictable 
source of revenues for NRIC to cover at least the marginal costs of the usage of its infrastructure. 
The multi-annual infrastructure contracts between the State and NRIC provide a medium-term 
vision for the targets to be met by NRIC and the financial resources to be made available by the 
State to NRIC. This should therefore provide NRIC with the financial resources to cover the 
operating and maintenance costs necessary to sustain project objectives. Additionally, the design 
of the project includes components aimed at significantly reducing NRIC’s cost base. These 
include the replacement of obsolete systems such as traction power substations, and the 
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introduction of intensive mechanization in NRIC’s maintenance function. The advisory services 
under the proposed project include the development of a railway asset management strategy, 
which should enable NRIC to make an efficient use of the limited financial resources available 
for maintenance and preservation. 

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

22. The project design reflects the lessons from the recently completed Railway Policy Note 
for Bulgaria prepared by the Bank in 2009, as well as the recommendations of a recent study of 
railway infrastructure asset management in Bulgaria conducted by a consultant hired by NRIC in 
2009.2 While recognizing the need for a second phase of railway reform in Bulgaria to adapt to 
the changing markets, the Bank Policy Note stresses the immediate need to restore Bulgaria’s 
core railway network to a reasonable operating condition through a combination of selected 
investments and productivity improvement measures so that costs to railway operators are 
decreased.  

23. The lessons from the previous railway project supported by the Bank between 1995-2002 
show that the Bank can support significant reforms through a specific investment loan. This 
requires adequate design of components that are key to the railway company’s core business and 
clear targets. In this way, the government and the railway company’s ownership of the project 
and its objectives is high.  

 
9. Safeguard Policies (including public consultation) 
 

Safeguard Policies Triggered by the Project Yes No 

Environmental Assessment (OP/BP 4.01) [ X ] [ ] 
Natural Habitats (OP/BP 4.04) [ ] [ X ] 
Pest Management (OP 4.09) [ ] [ X ] 
Indigenous Peoples (OP/BP 4.10) [ ] [ X ] 
Physical Cultural Resources (OP/BP 4.11) [ ] [ X ] 
Involuntary Resettlement (OP/BP 4.12) [ ] [ X ] 
Forests (OP/BP 4.36) [ ] [ 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 ] 

 

24. The investments under the proposed project will trigger World Bank Policies OP/BP 4.01 
on Environmental Assessment, and the OP 17.50 on Disclosure Policy. The proposed project has 
been classified as Category B for environmental assessment purposes, based on the fact that the 
proposed project will consist of mostly rehabilitation of existing railway infrastructure within the 
existing right-of-way.  

                                                 
2 Tebodin, ProRail, NEA, NRIC. 2006-2009. Study Reports. Asset Management Strategy for National Railway 
Infrastructure Company (NRIC). 
* By supporting the proposed project, the Bank does not intend to prejudice the final determination of the parties' claims on the 
disputed areas 
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25. Environmental Assessment. The environmental impact of the project is mostly expected 
during the construction stage of the proposed investments including rehabilitation and 
improvement of existing railway infrastructure. NRIC has developed an Environmental 
Management Plan (EMP) prior to project appraisal. A public consultation meeting was held on 
February 18, 2010 to discuss the EMP and possible impacts related to project activities.  

26. No major impacts on Physical Cultural Resources (PCR) are expected during project 
implementation, yet attention will be paid to the possibility of built PCR being affected by dust 
and vibration during works. Also, the EMP will include provisions for chance finds during 
works. 

27. Involuntary Resettlement. Rehabilitation of the 29-km railway section between Plovdiv 
and Orizovo—proposed under the project—will not involve any land acquisition and does not 
trigger OP 4.12. This section is part of a larger 430 km Sofia to Burgas railway line, which will 
be rehabilitated primarily through EU grant assistance in future years between 2010 and 2020, 
and which may involve land acquisition. However, the Bank does not consider the Plovdiv-
Orizovo section and the overall Sofia-Burgas rehabilitation works to be functionally linked as 
defined by OP 4.12 for the following reasons: 

a. The Plovdiv to Orizovo section is part of the Plovdiv-Mihaelovo link which 
constitutes a routing that shortens distance and travel time in comparison to other 
alternative existing railway routes connecting Sofia and Burgas. Because of the very 
poor technical condition of the existing Plovdiv to Orizovo railway section—
generating numerous speed restrictions—its rehabilitation is expected to generate 
economic benefits that are not dependent on rehabilitation of other parts of the Sofia 
to Burgas line. 

b. Other proposed project components, including the rehabilitation of traction power 
substations along the Sofia to Burgas railway line, would likely be financed and 
would achieve project objectives even in the absence of the larger EU-supported 
railway rehabilitation program. 

28. Because Bank Policy OP 4.12 is not triggered and because the Bank is not financially 
involved in the larger rehabilitation program which will be carried out over an extended period, 
the Bank would have no control over planning for other sections of the Sofia to Burgas line, and 
very little, if any, leverage over actual implementation if land acquisition under the EU-financed 
sections were to occur. Accordingly, the bank will take a “due diligence” approach during the 
preparation and supervision of the Bank-financed project. During project preparation, agreement 
has been reached with the Borrower that information relating to land acquisition and its 
associated impacts will be shared with the Bank as work proceeds on other segments of the Sofia 
to Burgas line. This will include information relating to impacts possibly affecting persons 
lacking full legal title to land they use or occupy. If during project implementation the bank 
receives information indicating that land acquisition is proceeding in a manner inconsistent with 
the objectives or principles of OP 4.12, the Bank will pursue discussions with the Borrower with 
the aim of reaching agreement on fair and equitable treatment for all affected persons. 

29. In addition, as in any construction project, there is likely to be a need for the contractors 
to store their construction equipment during project implementation.  OP 4.12 is not triggered 
because the contractor will negotiate a lease with a willing land owner. 
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10. List of Factual Technical Documents 
 
1. Bulgaria Railway Policy Note, World Bank, 2009 
2. NRIC Business Plan, 2010 
3. Republic of Bulgaria, Council of Ministers. 2006 May. National Strategy for Integrated 

Development of the Infrastructure of the Republic of Bulgaria for the Period 2006-2015. 
4. Republic of Bulgaria, Council of Ministers. 2009 February. Decision 66 for approval of a 

vision for a new Bulgarian railways development policy for the period 2008 – 2013. 
February 2, 2009. 

5. Republic of Bulgaria, Ministry of Transport. 2005. Strategy for Development of the National 
Transport System of the Republic of Bulgaria until 2015.  

6. Republic of Bulgaria, Ministry of Transport. 2007. Sectoral Operational Program Transport 
2007-2013.  

7. Tebodin, ProRail, NEA, NRIC. 2006-2007. Study Reports. Asset Management Strategy for 
National Railway Infrastructure Company (NRIC). 

8. Republic of Bulgaria, Ministry of Transport, Faber Maunsell-AECOM. 2009. Preparation of 
A General Transport Master Plan For Bulgaria. Draft Reports 1 – 7. 

 
11. Contact point 
 
Contact: Mohammed Dalil Essakali 
Title: Senior Infrastructure Economist 
Tel: (202) 473-2298 
Fax: (202) 614-0900 
Email: mdalilessakali@worldbank.org 
 
For more information contact: 

The InfoShop 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone:  (202) 458-4500 
Fax:  (202) 522-1500 
Email: pic@worldbank.org 
Web: http://www.worldbank.org/infoshop 

 


