
HIGHWAY CORRIDOR INTEGRATION PILOGRAM FOR THE STATE OF BAHIA 

(BR-0278) 

EXECUTIVE SUMMARY 

BORROWER : Government o f  the State of Bahia 

GUARANTOR : Federative R.epub1 ic of Brazil 

EXECUTING AGENCY: Department o f  Transportation Infrastructure of the 
State of Bahia (DERBA) 

AMOUNT AND SOURCE: IDB: 
Local : 
Total : 

US$146 million (OC) 
US$ 98 million 
US$244 million 

FINANCIAL Amo r t i z at i on per i 13 d : 
TERMS AND Grace period: 5 1/2 years 
CONDITIONS: Disbursement period: 5 years 

20 years 

Interest rate: variable 
Inspection arid supervision: 1% 
Credit fee: 0.75% 
Currency : basket of currencies 

OBJECTIVES: The goal of the program is to contribute to the 
economic and social development of the state of 
Bahia. The purpose is to reduce transportation costs 
on the road system under DERBA's responsibility. 

The program includes actions to consolidate the 
state's network of secondary transportation 
corridors, rehabilitate roads whose paved surface is 
in a critical si:ate of deterioration, and improve 
maintenance On the institutional front, DERBA will 
be equipped to manage its network efficiently by 
strengthening its planning, management, traffic 
safety and environmental management capacity. 

DESCRIPTION: This operation i s  $3 global multiple-works program 
with the following main components: (i) paving and 
improvement of other technical aspects of 
approximately 600 km of transportation corridors in 
the DERBA network, connected directly to the primary 
interstate highway system; (ii) rehabilitation or 
reconstruct ion of some 600 km of state highways ; 
(iii) sealing anti other improvements on some 270 km 
of state highways, stabilization of 250 km of unpaved 
roads, and 300 km of routine maintenance under 
performance contracts; (iv) paving of 240 km of roads 
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ROLE OF THE 
PROJECT IN THE 
BANK'S COUNTRY 
AND SECTOR 
STRATEGY : 

ENVIRONMENTAL 
REVIEW AND 
SOCIAL 
CONSIDERATIONS: 

BENEFITS : 

that provide access to productive areas; 
(v) procurement of road maintenance equipment, 
engineering tools, and computer, traffic safety, and 
weight-control equipment; and (vi) technical 
assistance for institutional strengthening, including 
the use of the performance-based training method. 

The Bank's strateicy as set forth in the country paper 
supports the Government of Brazil ' s focus on 
decreasing the causes and consequences of inflation 
by improving the productive infrastructure to reduce 
the so-called 'Brazil cost', together with government 
modernization at the federal, state, and municipal 
levels, including improvements in managerial and 
planning capacity. Better environmental management 
and the reduction of regional inequalities and 
poverty are also ,sought. The aforementioned document 
singles out the transportation and energy sectors in 
terms of reduci,rig the high costs of productive 
processes and involving the private sector to cut 
costs and boost efficiency. The proposed program 
attaches priority to improving planning and 
management capacity and reforming public-sector 
activities. This will be achieved through 
institutional. strc:ngthening of DERBA and expansion of 
private-sect:or pxrticipation in routine maintenance. 
The program is thus consistent with the Bank's 
strategy i.n Brazil of supporting government 
modernization and investments in productive 
infrastructure. 1.n addition, it provides for 
ins ti tut i onal. s tir engthening ac t ivi t i es re la t ed to 
environmental i.ssues and includes measures to repair 
the environmental. damage related to old works and 
environmental protection for new works. 

The environmental impact of the works i s  limited and 
predictable and can be mitigated. The program will 
have a positive i-mpact on the management of 
environmental issues in the state, including the 
transportation of hazardous materials and measures to 
repair previous environmental damage and strengthen 
DERBA' s envi~ronmental management capaci ty (paragraphs 
3.6 and 5.19 to 5 . 3 0 ) .  DERBA has conducted public 
consultations with the affected communities and other 
interested entities and will continue to do so during 
preparation of the designs of the new sections to be 
included in the program. The environmental report 
was approved by the CES1 on October 10, 1998, and 
sent to the PIC on December- 16, 1998 

The program will he1.p to reduce transportation costs 
on the state's road system, thereby contributing to 
the economic and social development of Bahia by 
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RISKS : 

making modern productive activities possible in 
regions that are currently not connected by paved 
roads or where connections are indirect or 
interrupted by unpaved sections. Travel time between 
the main production and consumption centers of Bahia 
will be reduced a s  will the costs of providing road 
infrastructure, incl-uding those associated with 
environmental damage and the risk of accidents. The 
program will thus facilitate the supply of 
agricultural and industrial production t o  state and 
national markets, making the products more 
competitive on international markets and stimulating 
tourism. 

Improvements in highway administration will allow the 
State to improve service to users despite a reduction 
in force. The orderly transfer of additional tasks 
to the private sector will. give the latter and the 
authorities the opportunity to work under a new 
institutionall framework without the disruptions that 
frequently accompany radical changes. 

The costs of' the rehabilitation projects may increase 
if there are sjgnificant delays in starting the 
proposed works. Reasons for delays outside DERBA's 
control could b e ,  for example, protests that 
interfere wi-th bidding processes or contractors that 
fail to fulf'ull t heir contracts. 

SPECIAL Conditions precedent to the first disbursement 
CONTRACTUAL (already ful.filled) : 
CONDITIONS: 

(a) Extension of the life of the program coordinating 
unit (PCU); (b) staffing of the PCU; and (c) hiring 
of the firm that will provide support to the PCU (see 
paragraph 3.2). 

Other conditions: 

a. Prior to the call for bids for any works or 
equipment: (i) when required, have the necessary 
environmental permits and, when necessary, 
populat Lon resettlement plans (paragraph 3.14) ; 
and (ii) interagency agreements where applicable 
(paragraphs :2.17, 2.18, 3 . 4 ,  3 . 1 0 ,  3 . 1 7 ) .  

b. Three months after signature of the contract, 
hire a firm to provide environmental advisory 
services (paragraph 5.25). 

c. Six months after signature of the contract: 
(i) corninissic~n the studies and plans for 
transpo rtaticin of hazardous materials and macro - 
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zoning of wcstern Bahia; (ii) approve general  
spec i f i ca t ions  f o r  road works ; (iii) approve 
DERBA‘ s new bylaws (condi t ion  a l ready  met) ; and 
( i v )  appoint q u a l i f i e d  s t a f f  t o  head the 
Environmental Management Off ice  (condi t ion  
already met) (paragraph 5.26). 

d. Submit the f i r s t  maintenance p lan  12 months a f t e r  
the  physical  i n i t i a t i o n  o f  the  works o r  the 
procurement of equipment with program resources .  
The plan i s  t o  be presented annually through year 
5 following the l a s t  disbursement of the  prol, r r  am 
components arid u n t i l  the  l a s t  disbursement f o r  
DERBA’s e n t i r e  road system. I n  a d d i t i o n ,  i t  w i l l  
contain a chapter  on environmental i s sues  and 
another on progress achieved with the  program’s 
i n s t i t u t i o n a l  a c t i v i t i e s  (paragraphs 3.26 and 
5.30). 

e .  Twenty-four months a f t e r  s igna ture  o f  the  
c o n t r a c t ,  submit the  r e s u l t s  of the  s tud ie s  and 
plans mentiomd above (paragraph 5.27). 

f .  Adopt procedures s imi l a r  t o  those followed i n  the  
sample t o  prepare the  o ther  program p ro jec t s  
(paragraphs 2 . 8  and 3.10). 

g .  Have works supervis ion se rv ices  ava i l ab le  p r i o r  
t o  the s t a r t  o f  the  respec t ive  works 
(paragraph 3.11) . 

h .  C o s t s  o f  up t o  USS3.5 mil l ion  from the  
counterpar t  w i l l  be recognized (paragraph 3.25), 
and up t o  IJS$8 mi l l i on  i n  payments w i l l  be 
reimbursed from the f inancing . 

i .  Maintairi the network adequately,  w i t h  a s u i t a b l e  
l e v e l  oE resources and up - to -da te  c o l l e c t i o n  of 
necessary da ta  (paragraphs 2.19, 3.26, and 3.27). 

j .  Maintain a da ta  bank t o  allow the  Bank t o  perform 
an ex post evaluat ion i f  i t  wishes t o  do so  
(paragraph 3 . 2 8 )  . 

k .  External audi.t by the Audit Off ice  o f  the  S t a t e  
of Bahia (paragraph 4.1.1). 

IMPACT ON POVERTY Eighty percent of the  populat ion of the  s t a t e  of 
AND SOCIAL SECTOR Bahia i s  c l a s s i f i e d  a s  low-income (monthly incomes 
CLASSIFICATION: below U S $ l O 9  per c a p i t a  i n  1996) and the average per 

cap i t a  income i n  Bahia i s  below the  country average. 
The works w i l l  be constructed i n  a l l  the  major 
regions of the s t a t e ,  t o  c o r r e l a t e  with the 
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population d i s t r i b u t i o n .  A l l  the  s t a t e ‘ s  inhabi tan ts  
use the  road system d i r e c t l y  o r  i n d i r e c t l y  and a re  
bene f i c i a r i e s  of the  program. From the  geographical 
s tandpoin t ,  the  program f u l f i l l s  the  requirements of 
a program t a rge t ing  the low-income s e c t o r s .  This 
operat ion q u a l i f i e s  a s  a p ro jec t  focussed on s o c i a l  
equi ty  enhancement and poverty reduct ion ,  as  
described i n  the  key objec t ives  o f  the  Bank’s 
a c t i v i t y  containcE1d i n  the  Report o n  the  Eighth 
General Increase i n  Resources (paragraphs 5 . 1 7  and 
5 . 1 8 ) .  

EXCEPTIONS TO The federa l  government guarantees repayment of the  
BANK POLICY: loan t o  the Bank (amor t iza t ion ,  i n t e r e s t ,  and f ees  

inc luded) ,  but  not: the  l o c a l  counterpar t  o r  any o ther  
ob l iga t ion  undertaken by the  execut ing agency which, 
by law, it  does not have the  au tho r i ty  t o  assume. 
The f i n a n c i a l  an, l lysis  shows t h a t  the borrower has 
the  f i n a n c i a l  capaci ty  t o  supply the  counterpar t  
f inancing necessary fo r  the  program (paragraphs L + .  1 6  
and 5 . 7  t o  C . 9 ) .  

PROCUREMENT: In t e rna t iona l  competitive bidding ( I C B )  w i l l  be used 
f o r  con t r ac t s  valued a t  more than US$5 mi l l ion  i n  the 
case of works (paragraph 3 . 2 1 )  and US$350,000 i n  the 
case of equipment (paragraph 3 . 2 2 ) .  I n t e rna t iona l  
open c a l l s  f o r  proposals w i l l  be required f o r  
consul t ing serv ices  con t r ac t s  valued a t  more than 
US$200,000 (paragraph 3 . 2 3 ) .  



I. FRAME OF REFERENCE 

A .  Background - 

1 .1  With 1 3  mi l l ion  inhab i t an t s ,  Bahia i s  the  fou r th  l a r g e s t  s t a t e  i n  
Braz i l  i n  terms of populat ion.  I t  i s  the  l a r g e s t  s t a t e  i n  
nor theas te rn  B r a z i l ,  wit:h a sur face  a rea  of 567,000 square 
kil.ometers. 

1 2 The gradual expansion of !:he road network has supported the  growth 
and d i v e r s i f i c a t i o n  of economic a c t i v i t i e s ,  including the 
cons t ruc t ion  of the Aratu i n d u s t r i a l  cen te r  and the  Camaçari 
petrochemical cen ter  i n  the 1960s and 1 9 7 0 s .  As a r e s u l t ,  
i n d u s t r i a l  production (petrocliemicals,  metal lurgy,  and machine 
t o o l s )  was s t imulated and the commercial and se rv ices  sec to r s  were 
s t rengthened.  These sec to r s  support an urban populat ion t h a t  
represents  65:: o f  the s t a t e ' s  t o t a l  populat ion l i v i n g  pr imari ly  i n  
rnedium- s ized  centers  of econon;ic a c t i v i t y  d i s t r i b u t e d  among the  
s t a t e ' s  1 5  economic reg ions .  

1 3 Although 80% of  the s t a t e ' s  population i s  s t i l l  c l a s s i f i e d  a s  poor  
under the IDB's c r i t e r i o n ,  the aforementioned economic 
transformations have increased annual per c a p i t a l  income by 50% 
s ince  1 9 7 5  ( i t  i s  up t o  U S $ 2 , 7 O O ) ,  Other s o c i a l  i nd ica to r s  have 
a l s o  improved the enrollment r a t e  f o r  ch i ld ren  ages 7 t o  14 rose 
from 38% i n  1970 t o  80% i n  1 9 9 6  and in fan t  mor t a l i t y  per  1 , 0 0 0  l i v e  
b i r t h s  dropped from 42 t o  15 between 1980 and 1 9 9 6 .  

1 4 The Government of  Bahia 's  investment program seeks t o  continue 
these improvements through: i:i) expansion of the  i n f r a s t r u c t u r e  
( t r a n s p o r t a t i o n ,  energy, and communications) ; (ii) modernization of 
production a c t i v i t i e s  ; (i i i)  development of human resources 
( t r a i n i n g ,  educat ion,  heaLth, housing, s a n i t a t i o n ,  and 
environmental p r o t e c t i o n ) ,  ( IV)  c i v i c  awareness and c i v i l  defense; 
( v )  techno1og:tcal deveLopment ; and ( v i )  modernization of publ ic  
adinini s t r a t ion .  

B. The s t a t e ' s  t r anspor t a t ion  system 

1 5 Roads a r e  concentrated near the: coast  and converge on the  c a p i t a l ,  
Salvador,  a metropolitan region inhabi ted by 2 . 2  mi l l i on  people 
( 1 7 %  of the  s t a t e ' s  population) which conta ins  the  t w o  main p o r t s  
and the  l a r g e s t  population and i n d u s t r i a l  c e n t e r s .  

1. Road t r anspor t a t ion  

1.6 I n  Bahia, the  overland t ranspor t  of m o s t  f r e i g h t  and v i r t u a l l y  a l l  
people i s  done almost exclusively by road. The system of trunk 
roads i s  comprised o f  4,000 km of f ede ra l  highways, under the 
j u r i s d i c t i o n  lof the  National Highways Department ( D N E R ) .  There a r e  
four  f ede ra l  t r anspor t a t  ion co r r ido r s  t h a t  c ross  the  s t a t e  (two 
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Networkísurface 

Municipal 

Total 11,619 4,035 

north-south and two e a s t - w e s t ) ,  connecting Bahia t o  the  neighboring 
s t a t e s .  These cor r idors  a r e  supplemented by 7 , 0 0 0  km of secondary 
and feeder  roads under the j u r i s d i c t i o n  of the S t a t e  of Bahia‘s 
Department of Transportat ion I n f r a s t r u c t u r e  (DERBA) .  DERBA a l s o  
manages 7 , 4 0 0  km of d i r t  and girave1 roads and anoi-her 3,600 km o f  
gravel  roads t h a t  a r e  sprayed with a spha l t  (dust  contzrol 
treatment - DCT) . This treatment provides b e t t e r  road condi t ions 
t o  users  and reduces the l o s s  of surface t h a t  occurs on unt rea ted  
grave l  roads.  Most of the 108 ,000  km of connections t o  towns and 
r u r a l  a reas  a r e  d i r t  o r  gravel roads managed by municipal i t i -es .  
Thus, only 9% o f  Bahia’s road network and 40% o f  the  roads under 
DERBA’ s j u r  iscliction a re  paved ( s e e  Table 1) . 

Dirt or gravel Total 

7,355 18,538 

692 4,935 

99,378 99,606 

107,425 123,079 

1 II The s t a t e  average of 20 km of paved roads f o r  every 1 , 0 0 0  km2 of 
land sur face  i s  l o w  coinparecil with o ther  count r ies  and other  
Braz i l i an  s t a t e s  ( i n  Spain, the index i s  650; i n  Mexico, 4 5 ;  i n  São  
Paulo, 102; i n  Sergipe,  78; i n  Santa Catar ina ,  7 6 ) .  The m o s t  
c r i t i c a l  aspects  o f  t h i s  l o w  deiisity of paved roads a r e  the  lack o f  
cont inui ty  i n  the  secondary cor r idor  network and the dear th  of 
paved connections t o  productive a r e a s .  The program w i l l  
s i g n i f i c a n t l y  improve the  network’s connection; i n  the  m o s t  
populated areas  ( see  map) and will add nine product ive a reas  t o  the  
paved network. 

1 d Roadways a r e  the only means of t r anspor t a t ion  serv ing  the  majori ty  
of the  s t a t e ’ s  reg ions ,  including the semiarid a reas  t h a t  a r e  
in te rspersed  with d i v e r s i f i e d  a g r i c u l t u r a l  and agro i r idus t r ia l  a reas  
and expanding coffee and f ru i t -g rowing  a reas .  Road t r anspor t a t ion  
i s  the most inexpensive means of connecting these  regions with 
r e l a t i v e l y  l o w  passenger and f r e i g h t  d e n s i t i e s  (Salvador is  the 
onlv  c i t y  i n  the s t a t e  with over 500,000 i n h a b i t a n t s ) .  

2 .  Other m m n s  of t r anspor t a t ion  

1 . 9  Bahia has th ree  railway l i n e s ,  which a r e  operated by p r i v a t e  
companies. These l i n e s  t r a v e l  n o r t h ,  northwest ,  and southwest out  
o f  Salvador,  t o t a l i n g  1 , 9 0 5  kin. I n  1 9 9 7 ,  only 1 . 5  mi l l ion  tons 
were t ranspor ted  by railway (equivalent  t o  the t r anspor t  capaci ty  
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of approximately 1% of the  t rucks i n  the s t a t e ) .  The rai lways‘  
share i s  r e l a t i v e l y  i n s i g n i f i c a n t  because of the  i n d u s t r i a l  and 
geographical d i v e r s i f i c a t i o n  o f  economic a c t i v i t i e s ,  the  importance 
of p ipe l ines  in  the transportal-  ion of petrochemical products ,  and 
the  lack  of la rge  volumes of f r e i g h t  (mining, while important 
economically, i s  comprisecl of c a l c i  t e ,  copper,  chromium, emeralds, 
manganese, marble, g o l d ,  lead,  and t a l c ) .  The products pr imari ly  
t ranspor ted  by railway a r e  : f ue1, cement, minerals (chromium and 
manganese), f e r t i l i z e r s ,  and ircm and s t e e l  products 

1 10 There a r e  seapor t s  i n  Aratu and Salvador,  i n  the  metropol i tan a r e a ,  
and one i n  Ilhiéus, located 460 lm south of Salvador.  Aratu handles 
some 15  mi l l ion  tons annually (pr imar i ly  l i q u i d  bulk commodities) ; 
i n  Salvador,  under t w o  mi l l ion  t o n s  of general  cargo a r e  handled 
each yea r ;  and the  p o r t  o f  Ilhliius moves small  q u a n t i t i e s  of cocoa 
and c lose  t o  5100,000 tons o f  general  cargo per yea r .  

1 1 1  The São Fraiicisco River ,  the only navigable r i v e r  i n  the s t a t e ,  has 
an intermodal connection )with the r a i l r o a d  i n  Juaze i ro .  However, 
s ince  it crosses  the  semiarid region o f  western Bahia and does not 
l i n k  s i g n i f i c a n t  cen ters  of production and cocsumption, r i v e r  
t r anspor t a t  ion i s  of l i t t l e  s ign i f icance  i n  the  s t a t e .  

1 1 2  There a r e  three  main a i r p o r t s  i n  Bahia. The one i n  Salvador 
handles annual t r a f f i c  of some 50,000 domestic f l - igh ts  and 3,500 
i n t e rna t iona l  f l i g h t s ,  t o t a l i n g  1.5 mil l ion  passengers .  I lhéus  and 
Paulo Afonso only handle domestic t r a v e l ,  with a t o t a l  o f  some 
10,000 f l i g h t s  per yea r .  

C. Highway - corr idor  program, phase I 

1 13 The f i r s t  Hank-financed highway cor r idor  program i n  the  s t a t e  of 
Bahia was approved i n  September- 1993 ( loan 772/OC-BR). The program 
was implemented between 1‘194 and 1998 and almost a l l  the  works were 
completed ion schedule.  I t s  main objec t ive  was t o  i n t eg ra t e  
t r anspor t a t ion  cor r idors  by pav irig key sec t ions  of the  road network 
and r e h a b i l i t a t i n g  some of the e x i s t i n g  surfaced roads.  A l l  the  
main t a r g e t s  were exceeded. 1.251 km of roads were paved (67% more 
than the  7’50 km planned) ,  624 km were r e s to red  (600 km planned) ,  
and 4,035 km of gravel  roads were t r e a t e d  with DCT (3,315 km 
planned) .  

1 14 When phase I was completed, 80% of the paved roads under DERBA’s 
r e s p o n s i b i l i t y  were i n  good condi t ion .  However, there  a r e  s t i l l  
some 900 km o €  roads with worn pavement t h a t  needs t o  be re inforced  
o r  r e h a b i l i t a t e d  over the  sho r t  o r  medium term and o ther  paved 
roads t h a t  a r e  prematurely worn. The w o r s t  damage was caused by 
t rucks with excessive weight per axle  r e s u l t i n g  from the  unexpected 
expansion of soya crops i n  the southwestern pa r t  of the  s t a t e  
before the  thxee weigh s t a t i o n s  acquired under phase I and o thers  
proposed under the f ede ra l  highway rehabj l i t a t i o n  I’rogram (BR-0195) 
were ope ra t iona l .  The pavement of the  f ede ra l  primary cor r idor  
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(BR-242) was destroyed f i r s t ,  followed by t h a t  of the  secondary 
co r r ido r s  under DERBA' s j u r i s d i c t i o n .  The second phase provides 
f o r  the procurement of addi t iona l  s ca l e s  t o  prevent excess pe r -ax le  
weight i n  the  f u t u r e .  

1.15 DERBA was able  t o  implement the i n s t i t u t i o n a l  components of phase I 
of the highway cor r idor  program. Despite the  enormous d i f f i c u l t i e s  
encountered ( see  paragraphs 1 . 2 1  t o  1.25), the  agency was able  t o  
complete the  f i r s t  s tage  of the adminis t ra t ive  modernization 
process .  I t  el iminated obsolete  func.tions and equipment and 
reduced perinanent s t a f f ,  pr imari ly  through e a r l y  re t i rement  and on 
the  b a s i s  of age.  The c;taf'f was reduced f r o m  5 , 1 2 1  i n  1 9 9 1  t o  
1 . , 529  i n  1 9 0 7 .  While some o f  these pos i t i ons  a r e  being e l imina ted ,  
a number of key posi~tioris in  the  agency r equ i r ing  qua l i f i ed  
prof-essiona:ls remain unf i l . led.  DERBA, which had already been 
commissioning s tud ie s  anti engineering designs from the  p r i v a t e  
sec to r  as  wel l  a s  major r e s t o r a t i o n  and paving works, increased 
p r i v a t e - s e c t o r  presence i n  the area of road works conservat ion.  A 
highway works q u a l i t y  cont ro l  :system ( C i C Q )  was c r e a t e d ,  together  
with computerized pavement mairtenance and management systems, f o r  
which purpose computers were acquired and s e t  up. DERBA began t o  
implement Ereight vehic le  weight cont ro l  measures with three  
por tab le  s c a l e s  acquired undi?r the  program. The evaluat ion 
prepared a t  the  program's concl.tision confirmed the  i n i t i a l  fo recas t  
of the  pos i t i ve  impact t h a t  thirt road works would 'have on  economic 
a c t i - v i t i e s  ,ant1 t r a f f i c  i n  t h e i r  se rv ice  a r e a s .  

D .  Current problems and phase I I  o f t h e  highway - cor r ido r  program 

1 16 Phase I I  of the highway- cor r idor  program w i l l  continue the  work of 
phase I by completing the  network o f  secondary co r r ido r s  and 
consol idat ing and expanding the i n s t i t u t i o n a l  improvements of 
DERBA, t o  remedy the  def ic ienc ies  described below. 

1 . 1 7  The road network does n o t  adequat:e.ly address the  needs a r i s i n g  from 
economic a c t i v i t i e s  in  the int.l:?rior and the  c a p i t a l .  The l imi ted  
reach of paved roads i n  the stzate r e s u l t s  i n  breaks i n  the  paved 
road network and a lack of s u i t a b l e  access t o  the  productive 
reg ions .  The d i r t - r o a d  secir.ions t h a t  i n t e r c a l a t e  with paved 
sec t ions  da.mage vehic les  and t 'heir  f r e i g h t  o r  force  users  t o  take 
much longer routes  t o  remain on paved roads.  During ra iny  per iods ,  
t r a f f i c  i s  in t e r rup ted ,  which makes modern agr icu l tura l .  a c t i v i t i e s ,  
such as  f ru i t -growing  and dairy product ion,  unviab1.e. 

1 . 1 8  The proposed program w i l l  crsi?ate new road co r r ido r s  by paving 
approximately 600 km of d i r t  - road sec t ions  ( see  map), thereby 
improving connections between the middle and southern p a r t s  of the 
s t a t e  and the  metropo1it:an region.  I t  w i l l  al.so provide some 
210 km of paved access roads t o  a number o f  productive a r e a s ,  w i l l  
r e s t o r e  20 sec t ions  of paved roads ( t o t a l  of approximately 550 km), 
and w i l l  s t a b i l i z e  250 km o f  gravel  o r  d i r t  roads.  
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1 1 9  There a r e  i s o l a t e d  environmental and t r a f f i c - s a f e t y  problems on the 
s t a t e ’ s  roads.  The environmental problems r e l a t e  pr imar i ly  t o  
shortcomings, during execution of the  o r i g i n a l  cons t ruc t ion  works, 
i n  the makeup and reestablishment of vege ta t ion  i n  the  a f f ec t ed  
areas  ( s l o p e s ,  borrow p i t s ,  e t c . ) .  In  a reas  with vulnerable  so i . l s ,  
t h i s  r e su l t ed  i n  extensive erosion and sedimentat ion.  The program 
w i l l  help co r rec t  these piroblems by r epa i r ing  environmental damage 
on the roads being restored., i n  add i t ion  t o  ensuring the  
environmental recovery of areas  where improvements and paving a re  
being c a r r i e d  ou t .  

1 20 S imi l a r ly ,  the  program w i l l  help reduce problems where roads go 
through populated a reas  and a t  dangerous i n t e r s e c t i o n s  t h a t  lead t o  
t r a f f i c  acc idents .  These envi ronmental and s a f e t y  considerat ions 
a re  taken i n t o  account f o r  a l l  the  roads covered under the program 
and t h e i r  co r rec t ion  w i l l .  be included i n  the  respec t ive  paving, 
r e h a b i l i t a t i o n ,  and sea l ing  p r o j e c t s .  The program w i l l  a l s o  
support  o ther  t r a f f i c  s a fe ty  a c t i v i t i e s  i n  the  s t a t e  by providing 
equipment and technical  ass i s ta i ice ,  

1.21 From the  i n s t i t u t i o n a l  s tandpoin t ,  DERBA became more e f f i c i e n t  and 
e f f e c t i v e  i n  the  course of phas!? I of the  program. I t  grew, having 
absorbed the  funct ions of other agencies t h a t  were e l imina ted ,  and 
confirmed i t s  t r a d i t i o n a l  mission i n  the  road sec to r  I t  obtained 
the resources t o  maintain and expand i t s  road network and developed 
a p ro jec t  q u a l i t y  cont ro l  system. S ta f f  motivation improved, with 
the prograin having been considered a chal lenge i n  terms o f  
con t r ibu t in5  t o  the s ta t -e ’s  development and an opportuni ty  t o  
demonstrate the  techni c a l  and adminis t ra t ive  coinpetence of the 
agency and i t s  s t a f f  

1 22 Nevertheless ,  the l o s s  of t w o  i-hirds of  i t s  s t a f f  l e f t  the  agency 
with few profess iona ls  and a s t a f f  p r o f i l e  t h a t  j.s not  s u i t e d  t o  
the changes i.n the ex terna l  environment, the  func t ions ,  and the  
adminis t ra t ion  of i n t e r n a t  processes .  With regard t o  the  ex te rna l  
environment, DERBA i s  es tab l i s l i ing  more and c l o s e r  r e l a t i o n s  with 
the p r iva t e  s e c t o r ,  other government agencies ,  highway use r s ,  and 
c i v i l  soc i e ty  organiza t ions .  The cur ren t  func t ions  focus on  
efEiciency and ef fec t iveness  i n  r e l a t i o n s  with c l i e n t s  and 
overs ight  of performance The following paragraphs discuss  the  
backdrop of t h i s  t rend  as  well  as the implicat ions f o r  the  program. 

1 2 3  DERBA played a pioneering r o l e  i n  modern road cons t ruc t ion  and 
maintenance a c t i v i t i e s  i n  Braz i l  i n  the 1940s and 1950s .  Some of 
i t s  s t a f f  l e f t  the  agency t o  work i n  o r  s e t  up théLir own road 
cons t ruc t ion  companies. These pri-vate f i rms developed t echn ica l ly  
i n  the  1960-1980 period thanks t o  more f l e x i b l e  and responsive 
adminis t ra t ion  s y s  terns than those of government highway 
departments. 

1 . 2 4  In  the 1980s, both the public and p r i v a t e  s e c t o r s  experienced a 
c r i s i s .  The S t a t e  l o s t  the resources i.t had been rece iv ing  from 
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the  f ede ra l  highway fund and d r a s t i c a l l y  cu t  back i t s  work on 
p ro jec t  design and road conslxuction and r e h a b i l i t a t i o n .  For  
almost t w o  decades,  DERBA did not  rep len ish  i t s  s t a f f ,  while many 
profess iona ls  l e f t  the  p r iva t e  companies and few s tudents  trai-ned 
i n  highway engineering Low s a l a r i e s  made it  d i f f i c u l t  t o  keep 
s t a f f  motivated and some of the agency's highway adminis t ra t ion  
funct ions were being c a r r i e d  out  by another agency - the  Consórcio 
Rodoviário, a publ ic  company #owned by the  S ta t e  of Bahia with 
symbolic p a r t i c i p a t i o n  by municipal and private-company 
shareholders .  

1 25  The s t a t e  government has recognized the  need t o  make changes s o  
t h a t  DERBA can e f f i c i e n t l y  and meticulously c a r r y  ou t :  ( i )  the 
funct ions it cannot de lega te ;  (ii) c e r t a i n  a c t i v i t i e s  r e l a t e d  t o  
conservat ion ,and emergency response,  which it  can s t i l l  perform 
more e f f i c i e n t l y  than t h i r d  p a r t i e s ;  and ( i i i )  h i r i n g  and 
supervis ion o f  p r i v a t e - s e c t o r  s e r v i c e s .  

1 26 To ad jus t  IIERBA t o  the new ex te rna l  environment, the  S t a t e  has 
approved: (i) a new s t ruc tu re  f o r  the  agency, e l imina t ing  
pos i t ions  t h a t  a r e  superfluous and s t rengthening necessary 
func t ions ,  and c rea t ing  four  hiqhway maintenance and adminis t ra t ion  
centers  a t  the  four mos: important reg iona l  road adminis t ra t ion  
o f f i c e s  [Residências de Conservaçäo e Melhoramento ( R C M s )  ] ; (ii) a 
s i g n i f i c a n t  increase i n  sa  Lar ies  of engineers and other  
p ro fes s iona l s ,  which i s  iconsidered the  f i r s t  s t e p  toward making 
s a l a r i e s  compatible with market r a t e s ;  and ( i i i )  the  h i r i n g  of the 
profess iona ls  needed t o  implement the  new organiza t iona l  s t r u c t u r e .  
The proposed program wi 11 suppcirt t h i s  new i n s t i t u t i o n a l  framework 
through technica l  a s s i s t ance  t o  ( i )  support  the  adminis t ra t ion  i n  
the assignment of s t a f f  ::o the new funct ions and organizat ion of 
the new s t r u c t u r e ,  and ( i  i )  performance-based t r a i n i n g  f o r  
profess iona l  and administrati ire s t a f f  t o  ca r ry  out- t h e i r  new 
funct ions .  I n  add i t ion ,  equipment w i l l  be acquired t o  s t rengthen 
the pavemerit maintenance and management systems developed under 
phase I .  Information w i l l  be avaiLable through an on - l ine  network 
and key profess iona ls  w i l l  be t r a ined  t o  operate  the  aforementioned 
systems and extend pe r -  ax1 e weight cont ro l  throughout the  s t a t e .  

1.27 The S t a t e  of Bahia has a l s o  al.ithorized the  reorganiza t ion  of the  
t r a f f i c  p o l i c e ,  which wou1.d make i t  poss ib le  t o  increase  the  number 
of po l ice  of f ' i cers ,  which i s  i:urrently i n s u f f i c i e n t  t o  cover the 
s t a t e ' s  e n t i r e  road network. The program w i l l  support  t h i s  
i n i t i a t i v e  through the procurement- o f :  ( i )  modern brea tha lyzers  
and speed measuring devices;  and (ii) f ixed  and por tab le  ax le  
weight cont ro l  s ca l e s  foi: commercial v e h i c l e s .  'The f ixed  sca l e s  
play a dual. r o l e  f o r  :he S t a t e ,  helping t o  preserve pavements and 
prevent evasion of the  excise  t a x .  
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E .  P r iva t e - sec to r  p a r t i c i p a t i o n  

1 2 8  Pr iva te  companies ca r ry  out the  highway r e h a b i l i t a t i o n  and 
cons t ruc t ion  works and p ro jec t s  and p a r t i c i p a t e  i n  DERBA's hybrid 
model f o r  app l i ca t ion  of DCT and rout ine  maintenance. Under t h i s  
model, DERBA suppl ies  some of the  inpu t s ,  supervises  the  s e r v i c e s ,  
and con t r ac t s  out  sand transpori: s e rv i ces  and most labor  t o  p r i v a t e  
companies. This s t r a t egy  means t h a t  DERBA w i l  L r e t a i n  l i t t l e  
equipment, and t h a t  w i l . 1  be concentrated i n  the  four  RCMs 
designated a s  cen te r s .  

1 29 DERBA w i l l  therefore  continue t o  gradual ly  t r a n s  f e r  rou t ine  
maintenance a c t i v i t i e s  t o  the p r iva t e  s e c t o r .  This process makes 
i t  poss ib le  f o r  small l oca l  f i r m s  t o  be s e t  up and t r a ined  and 
promotes a c e r t a i n  l eve l  o f  competit ion between the  p r i v a t e  
companies' doirk teams and DERBA. I t  a l s o  allows DERBR t o  respond 
quickly t o  emergency s i tuat ion: ;  and overcome problems r e l a t e d  t o  
the lack  of budgetary , i l loca t ions  and delays i n  the  t imely h i r i n g  
of t h i r d - p a r t y  se rv i ces .  This s t r a t egy  e f f i c i e n t l y  uses the  s t a f f  
of the  highway department and avoids problems such a s  : 
(i)  poss ib le  shortages o f  fund:; t o  h i r e  t h i r d  p a r t i e s  t o  perform 
s e r v i c e s ;  and ( i i)  the i n a b i l i t y  t o  mobilize the  p r i v a t e  sec to r  
quickly i n  cases  of emergcncy . 

30 The S t a t e  of Bahia has p r iva t i zed  the  opera t ion  of  fe r ryboat  
passenger terminals  and servi-ces . I t  has asked the  f ede ra l  
government f o r  permission t o  administer the  s t a t e ' s  most  important 
f ede ra l  highway sec t ion  ( t h e  116-km s t r e t c h  between Salvador and 
Fe i ra  de Santana) and award it under concession t o  a p r i v a t e  
opera tor .  I t  t r i e d  t o  award a concession t o  transform the  e x i s t i n g  
two-lane road - the  "Linha Verde" - which i s  about 50 km long and 
t r a v e l s  northward along the coast  from Salvador,  i n t o  a four - lane  
divided highway. But t h i s  i n i t  i a t i v e  f a i l e d  when the t w o  companies 
t h a t  submitted b ids  asked f'or subs id ies  g rea t e r  than what the  S t a t e  
considered acceptable .  DERBA has analyzed the  f e a s i b i l i t y  of a 
concession mechanism t o  increase the capac i ty  of  four  access roads 
t o  the  metropol i tan region of Salvador and f o r  the  implementation 
of a t o l l  system on them. In the context  of the  program, DERBA 
w i l l  s tudy the  v i a b i l i t y  of adarding concessions f o r  maintenance 
serv ices  f o r  other  roads i n  i t s  network, pursuant t o  terms of 
reference agreed upon with the Bank. 

F. Expected b e n e f i t s  from the proposed ProPram 

1 3 1  The expansion and improvement o f  the  paved network i s  a 
precondi t ion fo r  the growth of many ag ro indus t r i a l  a c t i v i t i e s  such 
a s  h o r t i c u l t u r e ,  f ru i t -growing ,  and the da i ry  indus t ry ,  a s  wel l  a s  
o ther  a c t i v i t i e s  and serv ices  t h a t  a r e  p a r t  of a modern economy. 
The program w i l l  expand the airea i n  which these  b a s i c  condi t ions 
a re  met arid w i l l  reduce the t r a v e l  time between Bahia 's  main 
production and consumption cen te r s .  I t  w i l l  reduce t r anspor t a t ion  
cos t s  f o r  people and goods i n  the  s t a t e ,  including those assoc ia ted  
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wit:h enviroiunental damage and the  r i s k  of  acc iden t s .  I t  w i l l  thus 
f a c i l i t a t e  the  access of  a g r i c u l t u r a l  and i n d u s t r i a l  production t o  
s t a t e  and na t iona l  markets, make the  products more competit ive i n  
in t e rna t iona l  markets, and s t imula te  tourism, which i s  an important 
source o f  jobs i n  the s t a t e .  

1 3 2  Improvements i n  highway adminis t ra t ion w i l l  al low the  S t a t e  t o  
provide b e t t e r  se rv ice  with fewer employees, even with the gradual 
expansion o f  the road network. The order ly  t r a n s f e r  o f  add i t iona l  
funct ions t o  the p r iva t e  sec to r  w i l l  give it  and the  a u t h o r i t i e s  
the opportunity t o  work under a more e f f i c i e n t  i n s t i t u t i o n a l  
system, without the  d is rupt ions  t h a t  usua l ly  accompany r a d i c a l  
changes. 

C;, S t ra tegy a n d r a t i o n a l e  fo r  I D B  p a r t i c i p a t i o n  

1 3 3  The Bank‘s s t r a t e g y  a s  s e t  f o r t h  i n  the  country paper supports the 
Government o f  B r a z i l ’ s  focus on decreasing the  causes and 
consequence:; of i n f l a t i o n  by improving the productive 
i n f r a s t r u c t u r e  t o  reduce the :so-called ’ B r a z i l  c o s t ’ .  I t  a l s o  
emphasizes government modernization a t  the  f e d e r a l ,  s t a t e ,  and 
municipal l e v e l s ,  including improvements i n  adminis t ra t ive  and 
planning capac i ty .  Other goals a r e  t o  improve environmental 
management and reduce rctgiona L i n e q u a l i t i e s  and poverty.  The 
aforementioned document focuse:, on the  t r anspor t a t ion  and energy 
sec to r s  t o  c u r t a i l  the high cos t s  of productive processes and on 
p r iva t e - sec  t o r  involvement 10 reduce cos t s  and increasing 
e f f i c i ency  . 

1 34 The proposed program w i l l  improve the  t r anspor t a t ion  s e c t o r ‘ s  
productive i n f r a s t r u c t u r e  i n  a s t a t e  with l o w  income l e v e l s ,  
thereby reducing regional  i n e q u a l i t i e s  and promoting economic 
a c t i v i t i e s .  It w i l l  a l s o  a t t ach  p r i o r i t y  t o  improving planning and 
management capaci ty  and reEorm of pub l i c - sec to r  a c t i v i t i e s .  This 
w i  11 be achieved through i n s t i t u t i o n a l  s t rengthening of DERBA and 
expansion of p r i v a t e - s e c t o r  p a r t i c i p a t i o n  i n  rou t ine  maintenance. 
I t  is  thus cons is ten t  with t h e  Hank‘s s t r a t e g y  i n  Braz i l  t o  support  
modernization of the S ta t e  and investments i n  productive 
i n f r a s t r u c t u r e .  I n  add i t ion ,  i t  provides f o r  i n s t i t u t i o n a l  
s t rengthening a c t i v i t i e s  r e l a t e d  t o  environmental i s sues  and 
includes measures t o  r epa i r  environmental damage r e l a t e d  t o  o ld  
works and environmental p ro tec t ion  a c t i v i t i e s  f o r  new works. 

1 35 A network of paved roads needs t o  be e s t ab l i shed  t o  a s s i s t  i n  the 
development of a g r i c u l t u r a l ,  i n d u s t r i a l ,  and se rv ice  ( e spec ia l ly  
t o u r i s m )  a c t i v i t i e s  t h a t  w i l l  generate jobs  and add i t iona l  revenue 
i n  the s t a t e .  The program’s road improvements con t r ibu te  t o  t h i s  
purpose, by reducing vehic le  operat ing c o s t s  between the  s t a t e ’ s  
main production a reas  and between the s t a t e  and the  r e s t  o f  the 
country.  With regard t o  the s o c i a l  s ec to r s  and the  environment, 
the  highway p ro jec t s  c a l l  f o r  ac t ions  t o  reduce t r a f f i c  accidents  
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(which a r e  the main cause o f  death among young people and prime age 
a d u l t s )  and tal mi t iga te  c r i t i c a l  environmental s i t u a t i o n s .  

On J u l y  8 ,  19'37, the External Financing Committee o f  the  Minis t ry  
of Planning and Budget gave g'overnment p r i o r i t y  t o  the  proposed 
program. 

Experience o f t h e  Bank and othei:. f i n a n c i a l  i n s t i t u t -  

The p r o j e c t s  f inanced in p a r t  by the Bank L/ cover a s i g n i f i c a n t  
proport ion o f  the  s t a t e ' s  economic and s o c i a l  i n f r a s t r u c t u r e .  "hey 
have cont r ibu ted  d i r e c t l y  and ind i r ec t ly  t o  increas ing  per  c a p i t a  
income and iml~roving the main :;oci.al i nd ica to r s  over the l a s t  two 
decades,  

The World Bank has financed severa l  p r o j e c t s  i n  Bahia and i s  
executing operat ions i n  urban i n f r a s t r u c t u r e  (US$:LOO mi l l i on )  and 
the  f i g h t  aga ins t  r u r a l  poverty (US$105 m i l l i o n ) .  Most  o f  i t s  
previous operat ions were loans t o  the f e d e r a l  government with 
onlending t o  the  S t a t e s .  It made th ree  loans t o  the  highway sec to r  
between 1478 and 1989, co'financed by Banco Nacional de 
Desenvolvimento Econômico e Socia l  [ N a t  ional  Economic and Social  
Development 13ankl (BNDES) and the  fiederal government, with 
onlending t o  the  DNER.  The t o t a l  of the loans w a s  only 
US$30 mi l l i on ,  with the Wor1.d Bank's p a r t i c i p a t i o n  t o t a l i n g  
US$12 mil l ion .  Some 1,442 km of d i r t .  roads were b u i l t ,  equivalent  
t o  1 .3% of su.ch roads i n  Bahia. The execut.ing agency, Consorcio 
Rodoviário, w a s  decl~ared defunct: by the  S t a t e  of  Bahia i n  1 9 9 1 ,  
leaving l e g a l  mat te rs  pending i::hat: a l s o  a f f e c t  DERBA, inasmuch as 
consortium s t a f f  had t i e s  t o  DERBA.. 

Lessons l e a m c d  

The most important lessons learned from the  Bank's experience i n  
the Braz i l i an  highway sec to r  a r e  descr ibed below, and whether the 
experience was i n  Bahia and/or o the r  p r o j e c t s  i s  i-ndicated i n  
parentheses ,  together  with the paragraph number deali-ng with the  
top ic  i n  the cu r ren t  opera t ion .  

The Bank has been involved i n  1 3  operat ions with the  S t a t e  of Bahia 
( inc luding  technica l  cooperation opera t ions)  , t o t a l i n g  US$863 
m i  I l i o n ,  such as : expansion of t he  telecommunications system 
( 1 9 6 9 )  ; e l e c t r i c  power transmission and d i s t r i b u t i o n  (1963, 1980, 
and 1985);  w a t e r  supply ( 1 9 6 1  and 1983) and s a n i t a t i o n  (1995) i n  
the Salvador metropoli  t a n  region;  comprehensive r u r a l  development 
o f  the I reoê  region (198?);  po r t  o f  Aratu (1970);  and phase I of 
the  highway co r r ido r  program ( 1 9 9 3 ) .  Only one opera t ion  - r u r a l  
development - w a s  not completed success fu l ly  and w a s  p a r t i a l l y  
cance l led .  
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1 40 The q u a l i t y  of works execution requi res  c a r e f u l  prepara t ion  of  
engineering designs and p ro jec t s  I t  i s  e s s e n t i a l  t o  have qua l i t y  
con t ro l  on a representa t ive  sampling and f o r  highway department 
p ro jec t  engineers t o  be t r a i n e d .  Engineering p r o j e c t s  need t o  be 
prepared t h a t  incorporate  t echn ica l ,  environmental ,  and t r a f f i c  
s a f e t y  components. Bidding dociments and con t r ac t s  should have the  
same focus.  In i t s  p r o j e c t s ,  t.he Bank has made a key cont r ibu t ion  
by helping the  executing agencies l e a r n  t o  incorporate  such 
innovative cornponents (Bahia and o t h e r s ,  paragraphs 1 . 1 5 ,  2 . 8 ,  and 
2 . 1 7  t o  2 . 2 2 ) .  . 

1 41 Highway department s t r u c t u r e s  and func t ions  a r e  undergoing 
s i g n i f i c a n t  changes. The p r i v a t i z a t i o n  and downsizing s t age  i s  
only the  f i r s t :  and eas i e s t  phase of a process t h a t  w i l l  l a s t  over a 
decade. P r iva t e - sec to r  e f f i c i ency  depends on pub l i c - sec to r  
e f f i c i e n c y .  ï he  cur ren t  challenge i s  t o  t r a i n  highway departments 
t o  be e f f i c i e n t  i n  the  planning and f inancing of t h e i r  a c t i v i t  Les, 
the adminis t ra t ion  of cont rac ts  with p r i v a t e  companies, and t h e i r  
r e  Lations with the  external  environment. A s t r a t e g y  i s  recommended 
that  involves gradual t r a i n i n g  i n  these  func t ions  f o r  the  
department (Bahia and o the r s ,  paragraphs 1 . 1 5 ,  1 . 2 1  t o  1 . 2 6 ,  and 
1. 3 2 ) .  Many t r a d i t i o n a l  highway department t r a i n i n g  programs a re  
too expensive and ine f fec t ive  i n  terms o f  preparing s t a f f  f o r  t h e i r  
new funct ions and t a s k s .  'The Bank i s  working with i t s  c l i e n t s  
us ing a l t e r n a t i v e  methods such as performance -based t r a in ing  (Bahia 
and  o t h e r s ,  paragraphs 1 . 2 6  ancl 2 . 1 7 ) .  

1 4.' The Highway Design and Maintenirice Model (HDM) i s  usefu l  f o r  the  
planning and evaluat ion of a l t e r n a t i v e s  only i f  updated and 
r e  Liable bas i c  informatiort i s  ava i l ab le .  Contrary t o  what the name 
impl ies ,  the  HDM i s  not used f o r  designing pavements o r  
adminis ter ing maintenance which requi re  o ther  information systems 
and s p e c i f i c  ac t ions  ( t h e  next vers ion  of the  model w i l l  have a 
moce appropriate  name - "a planning t o o l " ) .  I n  add i t ion ,  the  HDM 
must be used "y experienced highway engineers ,  who can program the 
m o s t  appropriate  op t ions .  Thus, the bas i c  da ta  c o l l e c t i o n  sys%ems 
need t o  be s t rengthened,  together  with rou t ine  and per iodic  
maintenance adminis t ra t  i o n ,  trainiing of department engineers ,  and 
weight cont ro l  (Bahia ancl o t h e r s ,  paragraphs 1 . 1 4 ,  2 . 1 6  t o  2 . 1 9 ,  
2.'21, and 2 . 2 3 ) .  

1.4 '3  When the S t a t e  i s  seeking f inancing f o r  d i f f e r e n t  agencies i n  the  
same sec to r  ( o t h e r s ) ,  someti-mes there  a r e  not  enough counterpar t  
resources ava i l ab le  on a timely b a s i s  or i n t e r e s t  i s  lacking t o  
ca r ry  out  the  i n s t i t u t i o n a l  s t rengthening a c t i v i t i e s  ( o t h e r s ) .  
There may a l s o  be delays i n  the t r a n s f e r  of funds from the  S t a t e ' s  
" s ing le  cash account" t o  the executing agency ( o t h e r s ,  paragraph 
3 . ' 2 ) .  
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II. THE PROGRAM 

A .  ec t ives  

2 1 The goal o f  the  program i s  t o  cont r ibu te  t o  the  economic and s o c i a l  
development of  the  s t a t e  of Bahia. The purpose i s  t o  reduce the  
to t  a l  c o s t  o f  highway t ransportat . ion on the  road system under 
D E K B A ' s  r e s p o n s i b i l i t y .  

2 2 To t h a t  end, t he  program includes ac t ions  t o :  i c i )  i nc rease  the  
s i z e  of t he  paved network and the connections between the  main and 
secondary t r anspor t a t ion  c o r r i d o r s ,  including access  t o  product-ive 
a r e a s ;  (ii) r e h a b i l i t a t e  paved sec t ions  t h a t  a r e  a t  an advanced 
s t age  of d e t e r i o r a t i o n ;  ( i i i)  expand the  scope and improve the  
execut ion of  rout ine  and per iodic  maintenance; ( i v )  acquire  
equipment f o r  b e t t e r  cont ro l  of highway opera t ion  and maintenance ; 
and (v) support  the  reorganizat  ion and modernization of DERBA, 
including the  implement ati-on of highway adminis t ra t ion  systems and 
t r a f f i c  s a f e t y  and environmental a c t i v i t i e s .  

K .  T a r ~ e t s  

2 3 By the  time the  program ends i n  2002,  the  economic c o s t  of 
opera t ing  v e h i c l e s ,  i n  constant values  ca l cu la t ed  with the HDM-Q 
model and da ta  on t r a f f i c  makeup and base p r i c e s  as o f  December 
1907, w i l l  have dropped to the va lues  ind ica ted  i n  Table 11-1 f o r  
grave l  o r  d i r t  roads t h a t  w i l l  be paved. The c o s t s  f o r  o the r  
ca t egor i e s  and o ther  quan t i t a t ive  t a r g e t s  a r e  shown i n  the  
p r o j e c t ' s  l o g i c a l  framework (Annex 11-1). By December 2 0 0 2 ,  some 
2 , 8 8 0  km of roads will1 have been improved, by paving, 
r e h a b i l i t a t i o n ,  s t a b i l i z a t i o n  a c t i v i t i e s ,  o r  pe r iod ic  and rout ine  
maintenance f inanced d i r e c t l y  b y  the  program. Through the highway 
adminis t ra t ion  systems and increased e f f ec t iveness  o f  maintenance 
work, the  l e v e l  of- s e rv i ce  o f  the  e n t i r e  network w i l l  have 
increased and the  proport ion o f  roads i n  bad condi t ion  w i l l  have 
been cu t  t o  less than 5% of t h e  t o t a l .  

í d .  Formulation o:€ the  proposed p r o m  

1. Type of opera t ion  and investment ca t egor i e s  

2 . 4  The main investment ca tegor ies  of t h i s  global. multiple-works 
program a r e :  c i v i l  works and highway maintenance ; equipment 
procurement; ,and consul t ing  se rv ices  f o r  t r a i n i n g  and i n s t i t u t i o n a l  
s t rengthening ,  execution o f  s tud ie s  and p r o j e c t s ,  and works 
superv is ion .  
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June 1998 

Automobile 0.32 

Eve"" 0.75 December 2002 

o 21 

o 57 

I Truck 1 0.85 

2 .  P ro jec t  s e l e c t i o n  c r i t e r i a  

0.47 

2 5 DERBA used the  following methodology f o r  the  paving component: 
(i:l de l imi t a t ion  of key economic. a r e a s ,  i n  terms o f  t h e i r  p o t e n t i a l  
foi- generating, investments and .jobs ; (ii) ana lys i s  o f  the  reduct ion 
i n  t r a v e l  d i s tance  t o  be achieved through the  new paving; and 
( i j . i )  economic ana lys i s  of the a l t e r n a t i v e s  i d e n t i f i e d .  

2 6 S imi l a r ly ,  a f i e l d  assessment was c a r r i e d  out  t o  determine the  
condi t ion of e x i s t i n g  pavement-s ; those segments showing s igns  of 
moi.-e advanced d e t e r i o r a t i o n  were se l ec t ed  and t h e i r  r e h a b i l i t a t i o n  
cos t s  es t imated.  The € I D M - X I t  model was used t o  e s t a b l i s h  the  
p r i o r i t y  o f  the  sec t ions  t o  be r e h a b i l i t a t e d .  

2 7 Foi- the  maintenance component, paved sec t ions  i n  the e a r l y  s tages  
of d e t e r i o r a t i o n  were ider i t i f ied  t h a t  required pe r iod ic  maintenance 
and o ther  improvements such a s  shoulder r e p a i r ,  drainage system 
w o r k s ,  and environmental protect  ion and t r a f f i c  s a f e t y  measures. 

3 .  Representative sample 

2 8 The representa t ive  sample analyzed covers a l l  the  investment 
subcategories  of the road works component. The amount of the  
p ro jec t s  included i n  the sample i s  equivalent  t o  39% of the t o t a l  
value of the  program works (paragraph 5 .  l i ) .  A l l  the  t echn ica l ,  
economic, anti environmental documentation i s  ready f o r  these 
p ro jec t s  a s  a r e  the  respec t  ive bidding documents. Execution can 
therefore  begin i n  the f i r s t  year of the  program. During 
prepara t ion  of the sample, DEKBA improved the  p r o j e c t  t echnica l  
s tandards and included t r n f f  i c  s a f e t y  and environmental 
considerat ions pursuanc t o  Bank requirements.  This ,3lso made i t  
poss ib le  t o  disseminate the use of these concepts among the  
consul t ing f i rms t h a t  provide serv ices  t o  DERBA. The in t eg ra t ed  
p ro jec t  p repara t ion  and evaluat ion procedure by DERBA and the  Bank 
wi l l  be followed i n  preparing the r e s t  of the  program s tud ie s  and 
p r o j e c t s  . 
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I ) .  Descr ipt ion of the  program components 

1. Engineering - and adminis t ra t ion (USS16.5 mil l ion )  

a .  Advisory serv ices  f o r  propram management (USS1.65 mil l ion)  

2 9 The program coordinat ing u n i t  (PCU) w i l l  have a s t r u c t u r e  s imi l a r  
t o  t h a t  adopted by DERBA f o r  Execution of the  f i r s t  Bank-financed 
highway cor r idor  program and w i l l  be advised and supported by a 
consul t ing f i rm.  This support i s  p a r t i c u l a r l y  important inasmuch 
a s  the agency's r e s t ruc tu r ing  w i l l  involve a r e d i s t r i b u t i o n  of 
dut i e s  and r e s p o n s i b i l i t  L e s  t h a t  could i n i t i a l l y  hinder  smooth 
adminis t ra t ive management o f  the program. A po r t ion  of the 
resources a l loca t ed  t o  the  consul t ing f i rm w i l l  be used t o  t r a i n  
DEE:BA s t a f f  and thus ensure a technology t r a n s f e r  t h a t ,  i n  the 
f u t u r e ,  w i l l  enable the agency t o  manage s imi l a r  programs without 
ext e rna l  support .  

b .  Studies  and p ro jec t s  (US$2.4 mil l ion )  

2 10 In  addi t ion  t o  the representa t ive  sample of about 500 km of 
p r o j e c t s ,  t h i s  subcomponent w i l l  f inance s t u d i e s  f o r  approximately: 
( i )  420 km of improvement and paving; ( i i )  340 k m  of 
r e h a b i l i t a t i o n ;  ( i i i )  210 km of per iodic  maintenance and minor 
improvements; ( i v )  300 krn of maintenance under c o n t r a c t ;  (v )  240 km 
of access road paving; and ( v i )  250 km of  unpaved road 
s tab i 1 i z a  t i on, 

c .  Works supervis ion ( U S S 1 2 . 5 1  mi l l i on )  

2 1 1  The paving and r e h a b i l i t a t i o n  works w i l l  r equi re  supervis ion t o  be 
contracted on a permanent b a s i s ,  the  cos t  of which i s  estimated a t  
approximately 7 %  o f  the t o t a l  amount of the  works. A mixed format,  
with DERBA s t a f f  being advised by h i r ed  consu l t an t s ,  w i l l  be used 
f o r  supervis ion of the  contrac:t -based maintenance works and the 
p i l o t  p ro j ec t s  involving s t a b i l  i za t ion  of  unpaved roads.  

2 .  Road work:; ( U S S 1 8 1 . 9 3  mil.liori) 

a .  Improvement works and Pavin& (USS87.8 mill-ion) 

2 . 1 2  The improvement works and paving involve 1 2  s ec t ions  t o t a l i n g  some 
600 km. Eight of these sect-ions cu r ren t ly  have dus t  cont ro l  
t reatment ,  which d e t e r i o r a t e s  rapidly and needs t o  be appl ied 
annual ly .  The four remaining sec t ions  a r e  grave l  roads.  The 
improvement p ro jec t s  c a l l  f o r  expansions o r  minor changes i n  the 
cur ren t  l e v e l s  of ex i s t ing  embankments, complementation of drainage 
works and spec ia l  masonry st r-uctures, cons t ruc t  ion of base and 
subbase,  a spha l t  sur fac ing ,  and shoulders .  Where appropr i a t e ,  the  
p ro jec t s  w i l l  a l s o  include:  ( i )  i n s t a l l a t i o n  o f  s a f e t y  devices f o r  
the  p ro tec t ion  of pedes t r ians  aiid nonmotorized t r a f f i c ,  where the 
roads c ross  populated aireas; and ( i i )  works t o  r e p a i r  e x i s t i n g  
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environmental damage and measures t o  mi t iga te  the  e.nvironmerita1 
impact of the new works. 

b .  Road r e h a b i l i t a t i o n  works (USS67.7 mil l ion )  

2 13 Pavement r e h a h i l i t a t i o n  and/or recons t ruc t ion  w i l l  be performed on 
approximately 1 2  sec t ions  t o t a l i n g  about 600 km. The e x i s t i n g  
pavement on these sec t ions  i s  in average o r  poor condi t ion  and i t s  
usefu l  l i f e  i s  near ing expi ra t ion  The following a r e  included: 
r e p a i r  and/or complementation of sur face  and underground drainage 
systems, masonry works, highway s a f e t y  devices ,  and, where 
appropr ia te ,  the recovery of environmental damage and mi t iga t ion  of 
the  impact of new works. 

c .  Road maintenance (USS7.52 mil l ion)  

2 14 This subcomponent pr imari ly  covers per iodic  maintenance works 
( app l i ca t ion  of s e a l a n t ,  asphal t  s l u r r y  s e a l ,  o r  a t h i n  bituminous 
l a y e r ) ,  i n  addi t ion  t o  other  s e r v i c e s ,  when necessary ,  such a s  
patching o r  co r rec t ion  of environmental problems, t r a f f i c  s a f e t y  o r  
drainage,  ove-c approximately 270  km of a spha l t  roads ,  t o  preserve 
the roads and/or make them funct ional  aga in .  Also included i s  the  
rout ine  maintenance of some 300 km of main and/or secondary roads 
tha t  a r e  i n  the  DERBA network, t o  be c a r r i e d  out  by p r i v a t e  
companies h i r ed  f o r  a per iod of  four  yea r s .  Experimental works 
w i - L l  be c a r r i e d  out t o  s t a b i  Lize the sur face  of approximately 
250  km of unpaved roads,  through app l i ca t ions  of DCT o r  other  
mei-hods recommended by the s t u d y  t h a t  is p a r t  of the  program. 

d .  Improvement o f  access 20 productive a reas  (US$18.91 
m i  11 ion)  

2 1 5  The access roads t o  some 1 0  important productive a reas  w i l l  be 
paved, t o t a l i n g  210 km, t o  ensure year-round u s a b i l i t y  and 
f ac i 1 i t a t  e the  t r anspor t  a t  ion of p r  oduc t ion .  In view of the  
r e l a t i v e l y  l o w  t r a f f i c  f lows,  the  works proposed w i l l  general ly  
involve low-cost s o l u t i o n s .  Designs w i l l  be considered t h a t  
involve one-lane roads t h a t  wicleri every 500 meters so t h a t  c a r s  can 
pass each o ther  as  needed 

3 .  I n s t i t u t i o n a l  s t rengthening (USS8.96 mil l ion)  

2 1 6  A s  a consequence of the  s t r u c t u r a l  changes DERBA i s  f ac ing ,  the  
development o €  profess iona l  and technica l  s t a f f  w i l l  r equi re  a new 
p r o f i l e  which places  g rea t e r  emphasis on managerial t r a i n i n g  and 
the capac i ty  t o  oversee con t r ac t s ,  a s  wel l  a s  knowledge o f  modern 
and e f f i c i e n t  highway adniinist r a t i o n  methods. Twenty-four months 
a f t e r  the  s igning o f  the loan c o n t r a c t ,  DERBA i s  t o  submit a 
progress r epor t  on the i n s t i t u t i o n a l  s t rengthening  a c t i v i t i e s  
descr ibed below: 
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2.17 

a .  Support f o r  the  reorcaniza t ion  o f  DERBA and s t a f f  t ra i r i ing 
( U S $ 7 9 0 , 0 0 0 )  

DERBA has requested technical  a s s i s t ance  f o r  the  i n s t i t u t i o n a l  
r e s t r u c t u r i n g  process .  Such a s s i s t ance  w i l l  focus on: 
(i) def in ing  the  new s t r u c t u r e  i n  d e t a i l ,  including a desc r ip t ion  
of pos i t ions  and r e s p o n s i b i l i t i e s ,  (ii) preparing organiza t iona l  
ancl func t iona l  manuals t h a t  wi l l  s e t  performance s tandards ; 
( i i . i )  e s t ab l i sh ing  systems t o  promote the flow o f  information and 
evaluat ion o f  r e s u l t s ;  and ( i 1 7 )  t r a i n i n g  s t a f f  i n  a l l  t h e i r  new 
funct ions through a performaiice-based t r a i n i n g  program t o  be 
c a r r i e d  out  a t  the  workplace, under the  guidance of consul tan ts  
and/or through agreements w i t h  u n i v e r s i t i e s  o r  o ther  e n t i t i e s .  

b .  Expansion and r e s t ruc tu r ing  of the  new profess iona ls  
program (US$650,000)  

2 1 8  The process t h a t  l e d  t o  a decrease i n  the  number of engineers with 
highway exper Lence a t  DERBA and a t  p r i v a t e  companies t h a t  provide 
serv ices  t o  the  department was described i n  paragraphs 1 . 1 5  and 
1 . 2 2  t o  1 . 2 6 .  DERBA has a program under which un ive r s i ty  s tudents  
and young proEessionals a r e  h i r ed  ion a temporary b a s i s .  I t  plans 
t o  r e a c t i v a t e  t h i s  program t o  i -evi ta l i  ze and i n s t i t u t i o n a l i z e  the 
t r a i n i n g  of young profess  ionals in an organized and e f f i c i e n t  way. 
Candidates with the g r e a t e s t  p o t e n t i a l  and h ighes t  q u a l i f i c a t i o n s  
wit1 be se l ec t ed  and mechanisms w i l l  be s e t  up and f inancing 
ensured t o  cover the e s sen t i a l  technical  pos i t i ons  wi th in  DERBA' s 
new s t r u c t u r e .  These resources may a l s o  be used f o r  t r a i n i n g  
a c t i v i t i e s  by having s t a f  f at  tend regular  courses a t  t echnica l  
i n s t i t u t e s  or u n i v e r s i t i e s  o r  by h i r i n g  exper t s  t o  supplement 
s p e c i f i c  t r a i n i n g  a c t i v i t i e s  (paragraph 2 . 1 7 ) .  

c .  HiKhway adminis t ra t ion  systems (USs1.78 m i l l i o n )  

2 1 9  During execution o f  the  Eirst highway co r r ido r  program i n  Bahia, 
the  following computerized mode 1:; were designed and s e t  up: bas ic  
inEormation system ( S I B ) ,  maint enance adminis t ra t ion  system (SAM),  
and pavement management system ( S G P )  . These systems a r e  e s s e n t i a l  
t echnica l  too Ls f o r  planni rig arid p r i o r i t i z i n g  investments t o  ensure 
proper maintenance of the road network, given c e r t a i n  t r a E f i c  
c h a r a c t e r i s t i c s  and the a v a i l a b i l i t y  of resources .  The 
s u s t a i n a b i l i t y  of these systclriis and the  e f f ec t iveness  of t h e i r  
app l i ca t ion  depends on con t inu i ty ,  t ime l ines s ,  and consis tency of 
the  information. To ob ta in  t h i s  v i t a l  information,  Bank resources 
w i l l  be usei3 under t h t s  subcomponent t o  h i r e  a spec ia l i zed  
consul t ing  f i rm which, during the  f i r s t  year  of the  program, w i l l  
provide advisory serv ices  and assist DERBA s t a f f  i n  updating the 
bas i c  da ta  and highway inventor ies ,  a d j u s t  the  models, f ine- tune  
the  da ta  c o l l e c t i o n  and processing, procedures,  and t r a i n  s t a fE  i n  
the use and maintenance of  the  models. Subsequently, the  
consul tan ts  w i l l  conduct per iodic  evaluat ions t o  ensure t h a t  DERBA 
s t a f f  i s  using the  models propcr ly ,  and w i l l  r epo r t  t a  the  Bank on 
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the  progress  achieved (paragraph 3.26)  . Loca 1 c oun t e r p ar  t 
resources  w i l l  cover the c o s t  of ga ther ing  information,  da ta  
process ing ,  and systems implementation s ta tewide throughout the  
program period.. 

d .  Studies  on maintenance pol icy  opt ions (US$90,000) 

2 2 0  Consulting se rv ices  w i l l  be cont rac ted  t o  a s s i s t  DERBA with the  
ana lys i s  of ms,intenance f inancing p o l i c i e s  and with the  prepara t ion  
of documents t o  i s sue  c a l l s  f o r  b ids  and cont rac t  out  these 
a c t i v i t i e s ,  under the  modality deemed appropr ia te  f o r  each type of 
s e r v i c e .  I n  p a r t i c u l a r ,  the a d v i s a b i l i t y  of quickly introducing 
performance con t r ac t s  f o r  rou t ine  maintenance w i l l  be s tud ied .  
Consulting se rv ices  w i l l  a l s o  involve monitoring and,  subsequently,  
eva lua t ion  of systems performance and e f f i c i e n c y .  

e .  WeiEht: cont ro l  ( U S $ l .  9 in i l l ion)  

2 2 1  P r iva t e  f i rms w i l l  be h i r ed  t o  i .nstal1 and opera te  weight cont ro l  
equipment t o  be acquired under the program and t o  complete coverage 
o f  the  e n t i r e  network under DERHA’s r e s p o n s i b i l i t y .  

f .  Environmental recovery.  p ro t ec t ion .  and s t u d i e s  
(USS3.75 mil l ion )  

2 2 This subcomponent c o n s i s t s  of  mi t iga t ion  o f  t he  environmental 
impact of  t he  program and a c t i v i t i e s  recommended i n  the  Bank- 
approved environmental ceport ,  which include:  environmental 
educat ion;  eco logica l  macrozoning of  western Bahia; i n s t i t u t i o n a l  
s t rengthening of DERBA’ s environmental area;  response capac i ty  f o r  
acc idents  involving hazardous m a t e r i a l s ;  consu l t a t ions  with 
communities ; and environmental impact s t u d i e s  on DEKBA highways 
t h a t  are not  p a r t  o f  the cu r ren t  program. The Environmental 
Resource Center of the S t a t e  o f  Bahia i s  expected t o  p a r t i c i p a t e  i n  
these a c t i v i t i e s .  

g .  Eciuiurnent Procurement (UC$6.19 mi l l i on )  

2 2 3  The following equipment w i l l  be procured: ( i)  highway maintenance 
equipment t o  complete the bas i c  f l e e t  requi red  t o  a t t end  t o  
emergencies and maintenance work f o r  which the awarding of 
con t r ac t s  i s  not  v i a b l e ;  { ( L i )  engineer ing,  pavement assessment,  and 
computer equipment t o  improve monitoring, admin i s t r a t ion ,  and 
q u a l i t y  cont.rol of projc3ct s and highway maintenance; and 
( i i i )  weighing equipment (fixtid and mobile s c a l e s ,  with t h e i r  
respec t ive  support  f a c i l i t i e s )  , communications systems, r a d a r s ,  
b rea tha lyze r s ,  and vehic les  t o  improve t r a f f i c  con t ro l  and s a f e t y .  

4 .  T r a f f i c  s a f e t y  

2 . 2 4  The ac t ions  include road engineering design improvements t o  reduce 
acc idents  (paragraphs 2 . 8  and 5 . 2 6 ) ,  t r a i n i n g  (paragraph 2.17), and 



procurement of radars  and brea tha lyzers  (paragraph 2 . 2 3 ) ,  the c o s t s  
of which are budgeted under the  paragraphs ind ica t ed .  

5 .  Financial  c o s t s  (USS30.36 mi l l i on )  

2 . 2 1  Thi.s heading includes i n t e r e s t ,  c r e d i t  f e e s ,  and inspec t ion  and 
superv is ion  f ees  appl icable  t o  the  prospect ive Bank loan during 
program execut ion .  

6 .  T o t a l  cost  of the program - and f inanc ing  

2 26  The t o t a l  cost: o f  the proposed program is est imated a t  US$244 n i i l -  
l i o n ,  o f  which the  Bank w i l l  Einance up t o  US$146 mil l ion  (60%)  
wit:h ordinary c a p i t a l  f'unds, whil-e the S t a t e  of Bahia w i l l  provide 
the remaining 40% (US$98 mi l l ion} .  

2 21 The Bank loan w i l l  be granted on the  fol lowing terms and 
condi t ions :  ( i }  amort izat ion per iod:  20 yea r s ;  ( i i )  execution 
pe 1- i od : 4.5 years ;  (iii) disbursement per iod:  5 yea r s ;  
( i v )  i n t e r e s t  r a t e  : v a r i a b l e ,  on amounts d i sbursed;  (v) c r e d i t  
f e e  : O .  75% p , a .  on undisbursed balances ; ( v i )  Bank inspec t ion  and 
supervis ion:  1% of the loan amount;  and ( v i i )  currency:  basket  of 
cur renc ies .  

2 2 8  Table 11-2 presents  the var ious investment ca t egor i e s  and the 
d i s t r i b u t i o n  of the  cont r ibu t ions  from the  Bank and the  S ta t e  o f  
Bahia. 
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244,000 

TABLE 11-2 
Estimated costs of the program I/ 

(us$ooo) 

146,000 

- 
COMPONENTS 

- - 
I .  ENGINEERING AND 

ADMINISTRATIOI\I 

1 1 Support for PCU 

1 2 Studies and projects 

1 3 Works supervision 

2. ROADWORKS 

2.1 Paving and improvements 

2.2 Rehabilitation (600 km) 

2.3 Maintenance (820 km) 

2.4 Access to productive areas (240 kin) 

3. INSTITUTIONAL STRENGTHENING 

3.1 Support for the reorganization of 
DERBA and training 

3.2 New professional staff and training 

3.3 Application of SIB, SAM and SGP 

3.4 Studies on maintenance options 

3.5 Weight control 

3.6 Environmental programs 

1. EQUIPMENT PROCUREMENT 

4.1 Engineering a.nd traffic and weight 
control equiprnent 

4.2 Road maintenance equipment 

SUBTOTAL 
~~ - 

5. FINANCE CHARGES 

5 1 Interest 

5 2 Credit fee 

5 3 Bank’s inspection and supervision 

TOTAL 

Cost 

Total 

16,560 

1,650 

2,400 

12,510 

181,930 

87,800 

67,700 

7,520 

18,91 O 

8,960 

790 

650 

f ,780 

90 

1,900 

3,750 

6,190 

2,690 

3,500 

213,640 

8,970 

8,970 

125,630 

63,000 

47,300 

1,770 

13,560 

4,890 

500 

500 

600 

90 

1,200 

2,000 

5,050 

2,250 

2,800 

144,540 

30,360 

26,200 

2,700 

1,460 

1,460 

O 

O 

1,460 

7,590 

1,650 

2,400 

3,540 

56,300 

24,800 

20,400 

5,750 

5,350 

4,070 

290 

150 

1,180 

O 

700 

1,750 

1,140 

440 

700 

69,l O0 

28,900 

26,200 

2,700 

O 

98,000 

- l i  At the request of the executing agency and with the Bank’s nonobjection, some flexibility may be 
exercised in the allocation of funds within and between large categories in this table. This will make it 
possible to address -without having to change the contract - both variations between estimated and 
final costs as well as other pertinent factors that may cause changes in the makeup of the expenditure 
categories. 
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III. PROGRAM IMPLEMENTATION 

A. k e c u t i n g  agec.cy 

3 . 1  The executing agency €or  the program w i l l  be the  Department of 
Transportat ion In f r a s t ruc tu re  of the  S t a t e  o f  Bahia (DERBA) , which 
i s  an agency at tached t o  the  s t a t e ’ s  I n f r a s t r u c t u r e  Minis t ry .  

3 2 For  the monitoring and adminis t ra t ion  of a l l  the  a c t i v i t i e s  
involved i n  the  proposed program. an organiza t iona l  s t r u c t u r e  w i l l  
be used t h a t  i s  s imi l a r  t o  the one employed i n  the  f i r s t  highway 
c o r r i d o r  program, which produced s a t i s f a c t o r y  r e s u l t s .  
Accordingly, DERBA w i l l  r e t a i n  the  program coordinat ing u n i t  ( P C U ) ,  
which w i l l  r epo r t  t o  the department’s general  d i r e c t o r a t e .  The PCU 
w i l . 1  c a r ry  out  i t s  a c t i v i t i e s  i n  coordinat ion with DERBA’s 
organizat ion s t r u c t u r e  arid w i l l  be advised and supported by a 
spec ia l i zed  consul t ing f i r m .  Extending the  l i f e  of the  PCU t o  keep 
i t  operat ing throughout the program execution per iod ,  confirming 
i t s  s t a f f  memhers and se l ec t ing  the  consul t ing  f i rm a r e  cont rac tua l  
condi t ions t h a t  have a l  ready been s a t i s f i e d .  

3 3 A 1 1  program works w i l l  be executed by p r i v a t e  cons t ruc t ion  f i rms .  
The supervis ion of these works, together  with the  execution of the 
s tud ie s  and provis ion o f  t echnica l  a s s i s t ance  s e r v i c e s ,  w i l l  be 
performed by spec ia l i zed  consul t ing f i rms o r  independent 
consu l t an t s ,  a s  appropr ia te ,  t o  be cont rac ted  by DERBA i n  
accordance with procedures agreed upon with the Bank. 
Administration of these cont rac ts  and inspec t ion  o f  the  serv ices  
w i  LI be DERBA’ s r e s p o n s i b i l i t y .  The agency‘s capaci ty  and 
experience,  w i t h  the support r e fe r r ed  t o  i n  paragraph 3 . 2 ,  a r e  
considered s u f f i c i e n t  f o r  i t  t o  perform t h i s  func t ion .  

3 . 4  In  pr inc ip l .e ,  DERBA i s  expected t o  conclude agreements with the 
fo.llowing e n t i t i e s :  publ ic  u t i - l i t y  companies (paragraph 5 . 3 )  ; the  
S tx te  Ministry of Finance (paragraph 3 . 1 7 ) ;  the  S t a t e  Environmental 
Resource Center (paragraph 2 . 2 2 )  ; f o r  t r a f f i c  s a f e t y  and weight 
cont ro l  ma t t e r s ,  the mi l i t a ry  po l i ce  and the  t r a f f i c  department 
(DETRAN) (paragraph 3.16) 

1 3 .  Ctatus of prepara t ion  of the ProEram 

3 S The t echn ica l ,  economic, and environmental f e a s i b i l i t y  s tud ie s  and 
thc  designs f o r  12 p r o j e c t s ,  covering approximately 500 km of 
roads,  have ’been evaluated and found s a t i s f a c t o r y  by the  Bank. 
This amount i s  s u f f i c i e n t  t o  form the groups of p r o j e c t s  f o r  which 
con t r ac t s  would be awarded i n  the  f i r s t  year .  Studies  and designs 
f o r  an addi t iona l  800 km have aLready been commissioned and w i l l  be 
ready i n  the  E i r s t  quar te r  o f  % O O O ,  s o  an adequate f l o w  of p ro jec t s  
t o  be tenderelcl i s  assured Eor vear two o f  the  program. 
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3 6 Because of the  c h a r a c t e r i s t i u  o:€ the  works, an environmental 
impact assessment i s  not  required. .  However, DERBA has prepared 
environmental management plans f o r  the program' s paving and 
r e h a b i l i t a t i o r .  works. I t  a l s o  performed an environmental ana lys i s  
t h a t  conta ins  the procedures t h a t  w i l l  be used t o  prepare p r o j e c t s  
not: included i.n the  sample. A:L:L the  documents were made ava i l ab le  
t o  the  publ ic  on May 8 ,  1 0 9 8 ,  in  compliance with the  Bank's publ ic  
information po l i cy .  The environmental r epor t  w a s  approved by the  
Committee on E:nvironment and Socia l  Impact a t  i t s  October 1 0 ,  15198, 
meetting and s e n t  t o  the Public Information Center o n  December 1 6 ,  
1998 .  Chapt.er 7 of t h a t  rep0r.t descr ibes  the  environmental 
mi t iga t ion  and con t ro l  measures i n  idetai l .  

3 7 The i n s t i t u t  i ona l  s t rengthening and equipment procurement 
components have been def ined ,  toge ther  with the  program's s p e c i a l  
s t u d i e s .  Most of the respec t ive  terms of re ference  have been 
agreed upon wFth the  Bank and d r a f t s  of the  agreements t h a t  DERBA 
would s i g n  with o ther  agencies t o  execute one o r  more o f  these  
components, and/or t r a n s f e r  equipment f o r  t r a f f i c  s a f e t y ,  con t ro l  
of  hazardous 1-oads, e t c .  , have been submit ted.  The agreements a r e  
t o  be submitted t o  the Bank f o r  i t s  nonobject ion.  

3 . 8  The Bank has  ind ica ted  i t s  rionobjection f o r :  ( i) publ ica t ion  o f  
the General Procurement Not ice  f o r  the program and the  s p e c i f i c  
no t i ce  t h a t  would be published f o r  l e t t i n g  con t r ac t s  f o r  f i v e  
sec t ions  that. a r e  t o  be r e h a b i l i t a t e d ,  t o t a l i n g  144 km; and 
( i : L )  the  model bidding documents t h a t  would be used i n  the 
i n t e r n a t i o n a l  competit ive bidding f o r  t he  works involved i n  the 
proposed opera t ion .  

r; .  Execution of the  propram components 

1. Advisory se rv ices  f o r  the  PCL 

3 9 To advise  the PCU i n  the  admïnis t ra t ion  and t e c h n i c a l ,  environ-  
mental and Einancial cont ro l  of  the  program, a spec ia l i zed  
consul t ing  f i r m  would be h i r e d  s u f f i c i e n t l y  i n  advance s o  t h a t  it 
can be i n  place before  the disbursements f o r  the  o the r  program 
components a r e  s t a r t e d  ( s e e  paragraph 3 . 2 )  . 

2 .  Studies  and p r o i e c t s  

3 10 This component comprises the prepara t ion  o f  s t u d i e s  f o r  t he  
improvement, r e h a b i l i t  a t  ion,  and maintenance o f  approximately 
1 , 7 6 0  km o f  highways, including the  r ep resen ta t ive  sample and 
o the r s  a l ready  commissioned by DERBA and c u r r e n t l y  under way (see  
paragraphs 2 . 8 ,  2 . 1 0 ,  and 3 . 5 ) .  Each o f  these  s t u d i e s  is  t o  be 
cont rac ted  f o r  as a package, so t h a t  a l l  the  t e c h n i c a l ,  economic, 
environmental ,  and road s a f e t y  aspec ts  can be handled i n  a 
coordinated fashion under the responsib i l i t y  of a siiigl e f irrni o r  
consortium. ï h e  review and approval process f'or these  s tud ie s  w i l l  
be the  same a s  t h a t  followed f o r  the  sample evaluated by the  Bank. 
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3 .  Works superv is ion  

3 11 The consul t ing  firms t h a t  w i l l  supervise  the  highway improvement 
ancl r e h a b i l i t a t i o n  works w i l l  have t o  be cont rac ted  s u f f i c i e n t l y  i n  
advance f o r  them t o  be ab1.e t o  s t a r t  providing service:; before  the  
commencement of  the works they w i l l  be superv is ing .  The per iodic  
maintenance works (270 km), unpaved road s t a b i l i z a t i o n  (250 km), 
and rout ine  maintenance by con t r ac t  (300 km) may be supervised by 
technica l  personnel from DER13A's r eg iona l  road adminis t ra t ion  
o f f i c e s  (RCMs)  o r ,  a l t e r n a t i v e l y ,  by consul t ing  f i r m s .  

4 .  Civi l  work- 

3 1 2  All t he  works included i n  the program w i l l  be cont rac ted  out  t o  
p r i v a t e  cons t ruc t ion  firms ; tenders  w i l l  be grouped by geographic 
loca t ion  so a s  t o  achieve economies of s c a l e ,  and combined i.nto 
lo t - s  t h a t  w i l l  make them ( a t t r a c t  ive f o r  i n t e r n a t i o n a l  competit ion.  
In  programming the tender pro<:esses,  p r i o r i t y  w i l l  be given t o  
r e h a b i l i t a t i o n  and asphal t  s e a l i n g ,  i n  order  t o  prevent 
d e t e r i o r a t i o n  of t he  roads concerned. 

3 1 3  Before giving the  order  t o  s t a r t  work on any of  t he  sec t ions  t h a t  
run through b u i l t - u p  a r e a s ,  DERBA w i l l  submit evidence t o  the Bank 
t h a t  the  u t i l i t y  companies whose systems and i n s t a l l a t i o n s  mj-ght 
i n t e r f e r e  with such work posses!; the  resources  and a c t i o n  plans t o  
ca r ry  out  the  necessary re loca t ions  without d i s r u p t i o n  of t h e i r  
noirmal s e r v i c e s .  To t h i s  end, DEKBA w i l l  conclude the  p e r t i n e n t  
agreements with these companies i n  good time and w i l l  submit the 
respec t ive  t r a f f i c  control  plans t o  the  Bank. 

3 l i t  I n  a l l  ins tances  ident i f ] -ed t o  d a t e ,  t he  proposed works w i l l  be 
loca ted  wi th in  DERBA's  r i g h t -  of -way and no low-income fami l i e s  w i l l  
be a f f e c t e d .  However. i n  a l l  works where the  r igh t -of -way w i l l  
have t o  be widened onto p r i v a t e  lands o r  p rope r ty ,  DERBA w i l l  be 
requi red  t o  submit evidence t h a t  it has reached agreements with the 
owners regarding the payment 01' compensation t h a t  the  owners w i l l  
receive f o r  the  property a f f e c t e d ,  before  the  Bank w i l l  au thor ize  
the  respec t ive  c a l l  f o r  b ids  I f res e t  t lement shoul d be come 
necessary,  DERBA w i l l  submit the  plans f o r  compensation and 
rese t t lement  of the low-income populat ion a f f e c t e d ,  prepared i n  
accordance with the  Bank's pol  i c y ,  before  the  r e spec t ive  c a l l  f o r  
b ids  i s  au thor ized .  

5 .  I n s t i t u t i o n a l  s t rengthening - a c t i v i t i e s  

1 1 5  The major i ty  of the t r a l n i n g  courses and systems implementation 
work included under t h i s  heading w i l l  be cont rac ted  out  t o  
consul t ing  f ' i r m s  o r  individual consul tan ts  with extensive 
experience i n  the  spec ia l  i zed a reas  concerned, i n  accordance with 
the t r a i n i n g  p lan  agreed upon with the  Bank Some of the  
a c t i v i t i e s  may be c a r r i e d  o u t  under agreements with publ ic  o r  
nongovernmental agenc ies  t-hat have spec ia l i zed  capac i ty  and 
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in f?ras t ruc ture .  I n  each case ,  DERBA and the Bank w i l l  agree on the  
content  of the  programs, the scope and terms of re ference  f o r  t he  
se rv ices  t o  be cont rac ted ,  a s  w e l l  a s  the  procedures f o r  se1ect:ing 
corisultants or o ther  agencies ( see  paragraphs 3 . 3  and 3 . 4 ) .  

6 .  Equipment procurement 

3.16 The equipment t o  be procured wi.th program funds w i l l  be i n s t a l l e d  
a t  DERBA's  offfices and w i l l  be used by DERBA personnel ,  except f o r  
t r a f f i c  s a f e t y  (paragraph 2 . 2 3 )  and veh ic l e  weighin.g equipment 
(paragraphs 2 . 1 9 ,  2 . 2 4 ,  and 3 .  It;). The former w i l l  be t r ans fe r r ed  
t o  the  Mi l i t a ry  Pol ice  under ad hoc agreements. Agreements a r e  
required with the Tra f f i c  Department ( D E T R A N ) .  The operat ion of 
the  s c a l e s  w i l l  be cont rac ted  out: t o  pr ivate  f i rms under DERBA 
supervis  ion .  

7 .  Upgrading - of  inspec t ion  pos ts  

3 l 7  The f ixed  weigh s t a t i o n s  (paragraphs 2 . 2 1  and 2 . 2 3 )  w i l l  be 
operated a t  the S t a t e  Minis t ry  of Finance 's  i n spec t ion  f a c i l i t i e s .  
The necessary construct ion works or  s e rv i ces  w i l l  be  cont rac ted  out  
by DERBA t o  p r iva t e - sec to r  f irms. DERBA w i l l  submit the respec t ive  
agreement with the  Stace Ministry of Finance t o  the  Bank p r i o r  t o  
the  s t a r t  of such works. 

D ,  Execution schedule 

3 . 1 8  The program w i l l  be implemented over a per iod  of four  and a h a l f  
years  from the  e f f e c t i v e  date  of the  prospec t ive  loan  c o n t r a c t ,  
wiiih a f ive -yea r  disbursement per iod .  Physical  commencement o f  a l l  
works i s  t o  take place beEore t h e  end of th ree  and a h a l f  years  of 
program execut ion.  

E .  a i d i n c  on woirks, procurement of goods. and c o n t r a c t i w  of s e rv i ces  

3.19 BeEore i n v i t i n g  b ids  on any o f  the works included i n  the program, 
where app l i cab le ,  the  executing agency w i l l  submit evidence t o  the  
Bank t h a t  it has obtained the approvals and environmental permits 
required by na t iona l  and s t a t e  Legis la t ion .  

3 20 The works planned a r e  not  of a complex na ture  and do not  r equ i r e  
any s p e c i a l  technology, s o  p r e q u a l i f i c a t i o n  w i l l  no t  be necessary.  
However, the  way i n  which the b i d  packages w i l l  be grouped would 
r equ i r e  bidders  t o  meet specific:  l e v e l s  of i n s t a l l e d  capac i ty  and 
f i n a n c i a l  soundness; accordingly,  i t  i s  recommended t h a t  the  two- 
envelope system be used for bidding.  

3 2 1  The outcome of recent  c a l l s  f-or- b ids  shows t h a t  t h e r e  i s  l i t t l e  
i n t e r e s t  on the  p a r t  of fore ign  cons t ruc t ion  companies i n  
p a r t i c i p a t i n g  i n  b ids  f o r  road works i n  Braz i l  i f  the  amount 
involved i s  below US$5 mLllion. For t h i s  reason ,  i t  i s  proposed 
that  a c e i l i n g  of US$5 m i l l i o c  be e s t ab l i shed  f o r  ind iv idua l  works 
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o r  packages above which i n t e r n a t i o n a l  compet i t ive bidding w i l l  be 
requi red .  Where the  t o t a l  involved i s  less than t h a t  f i g u r e ,  the  
procedures spec i f i ed  by Braz i l i an  l e g i s l a t i o n  w i l l  be followed. 

3 2 2  A l l  goods and se rv ices  financed f u l l y  o r  p a r t i a l l y  with Bank funds 
for amounts equal  t o  o r  exceeding US$350,000 w i l l  be procured by 
int .ernationa1 competit ive biddi-ng (ICB) . For amounts below t h a t  
f i g u r e ,  the  procedures s e t  f o r t h  i n  l o c a l  l e g i s l a t i o n  w i l l  be 
fo l  lowed. 

3 21 Contracts f o r  consul t ing  se rv ices  funded under the  prospect ive loan 
for- amounts equal t o  o r  exceeding US$200,000 w i l l  be e f f ec t ed  by 
means o f  an i n t e r n a t i o n a l  open c a l l  f o r  proposals  (ICP).  For 
con t r ac t s  involving smaller  amounts, open c a l l s  f o r  proposals w i l l  
be conducted, no t i ces  f o r  which m a y  be l imi t ed  t o  the loca l  p r e s s .  
In  a l l  cases, the  bidding documents w i l l  be submitted t o  the  Bank 
foi- nonobjection. 

3 2 4  The Bank's procedures f o r  the cont rac t ing  of works, procurement. of 
goods and s e r v i c e s ,  and the cont rac t ing  of  consul tan ts  w i l l  1:'orm 
p a r t  of the  prospect ive Loan con t r ac t .  The I C B  and I C P  notj-ces 
w i l l  be published i n  the United Yations'  Development Business ( see  
schedule of bidding and con t r ac t s  i n  Annex 1 1 1 - 2 ) .  

F @:omit ion - off expenditures and reimbursements 

3 2) The borrower has requested recogni t ion  of expendi tures  from the  
counterpar t  incurred i n  thie prepara t ion  of t h i s  opera t ion  which, up 
t o  the prospect ive da te  of approval of  the  loan ,  would amount t o  
USS3.5 mil l ion  equiva len t .  'These expendi tures  r e l a t e  t o  the  
con t r ac t ing  of  consul t ing  se rv ices  f o r  the  p repa ra t ion  o f  p r o j e c t s  
and o ther  t a s k s .  The borrower has a l s o  requested reimbursement 
from the  f inancing of  up t o  US$8 mi l l i on .  These expenditures 
involve r e s t o r a t i o n  works performed through au thor ized  advance 
tendering.  

G . Maintenance o:€ works. f a c i l i t i e s  and equipment f inanced with loan 
proceeds 

3 . 2 6  Within 1 2  months of s t a r t u p  of the works o r  procurement of 
equipment and f a c i l i t i e s  financed with resources  from the  loan ,  
DERBA w i l l  submit the respect  ive maintenance p l an  t o  the Bank, 
i nd ica t ing  the  resources t h a t  w i l l  be ass igned f o r  t h i s  purpose,  
the  frequency o f  maintenance work on the road network under D E R B A ' s  
r e s p o n s i b i l i t y ,  based on the maintenance adminis t ra t ion  system 
( S M )  and the  parameters f o r  eva lua t ing  i t s  e f f ec t iveness .  During 
program execut ion,  the  borrower w i l l  submit a r e p o r t  t o  the  Bank 
during the  f i r s t  qua r t e r  of each year f o r  the e n t i r e  DERBA network 
and through the f i f t h  year following the  las t  disbursement f o r  the  
program components, This report  w i l l  con ta in :  ( a )  the maintenance 
a c t i v i t i e s  c a r r i e d  out  during the  previous year  on the  e n t i r e  DERBA 
network; (b )  the  resources  ust.d (paragraph ' 3 . 2 7 ) ;  ( c )  a d e t a i l e d  
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assessment of the  condit  ion of program works, f a c i l i t i e s ,  and 
equipment and of o ther  s t a t e  roads;  (d)  the proposed maintenance 
p lan  f o r  the  following y e a r ,  using the  SAM; and ( e )  a chapter  on 
the progress  o'f a l l  i n s t i t u t i o n a l  a c t i v i t i e s  under the  program. 

H. Maintenance of  the road network under DERBA's r e s p o n s i b i l i t y  

3 2,' The execut ing agency undertakes t o  properly maintain i t s  road 
net-work i n  accordance w i t h  genera l ly  accepted t echn ica l  s tandards 
and w i l l  a s s ign  t o  rout ine  maintenance a c t i v i t i e s  resources  
compatible with the  needs s e t  f o r t h  by the  SAM. The execut ing 
agency w i l l  be requi red  t o  keep the database f o r  the  bas i c  
information system ( S I B ) .  the  SAM, and the  pavement management 
system (SGP) up t o  da t e .  The resources  f o r  t h i s  purpose a r e  
provided f o r  i n  the l o c a l  counterpar t .  

I ,  Ex pos t  eva lua t ion  

3 28 I n  accordance with Bank po l i cy ,  the  borrower w a s  consul ted and 
decl ined t o  perform an evaluat ion of the program. Nevertheless ,  
the borrower w i l l  conduct vehic le  counts c l a s s i f i e d  by type and 
w i l l  have da ta  ava i l ab le  on pavement condi t ions  as provided i n  the  
SGP and SAM f o r  the  paved road network, t o  enable the  Bank t o  
conduct an ex pos t  eva lua t ion ,  i f  i t  wishes t o  do s o .  

J Revolving funcl 

3 2 0  The revolving fund f o r  t h i s  operat ion has been e s t a b l i s h e d  a t  5% of 
the  resources  of the f inancing.  
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IV. THE BORROWER AND THE EXECUTING AGENCY 

i\. I n s t i t u t i o n a l  ana lys i s  

1. Borrower. guarantor .  and executinE agency 

4 1 The borrower w i l l  be the S t a t e  of Bahia,  which w i l l  a l so  be 
responsible  f o r  the loca l  counterpar t  funding; the  guarantor w i l l  
be the  Federative Republic o f  B r a z i l ;  and the  execut ing agency w i l l  
be DERBA. 

a .  Nature and funct ions of the executing agency 

4 2 DERBA i s  a decent ra l ized  agency a t tached  t o  the  S t a t e  Ministry of 
I n f r a s t r u c t u r e .  I t  was es tab l i shed  pursuant t o  S t a t e  Law 816 o f  
Ju ly  12, 1946, a s  amended, including the  r ecen t ly  approved S t a t e  
Law 7,314 of May 19, 1 9 9 8 .  reorganizing i t s  i n s t i t u t i o n a l  structiure 
and expanding and defining, i t s  funct ions.  

4 3 DEKBA‘s bas i c  funct ions i n  the highway subsec tor ,  according t o  the 
aforementioned l e g i s l a t i o n ,  a re  : ( i )  the planning,  cons t ruc t ion ,  
maintenance, and operat ion of Bahia’s road network; ( i i)  the 
pel-iodic revFew o f  the S t a t e  highway p lan ;  and (iii) as  a 
supplementary t a s k ,  construct ion and adminis t ra t ion  of p o r t ,  
a i r p o r t ,  and hus terminals . 

b .  I n s t i t x t i o n a l  structure.  

4 . 4  DERBA’s  cur ren t  s t r u c t u r e  i s  made up of the  following l e v e l s :  

- Decision-making bodies and sen ior  management : Board of 
Directors  and General Di rec tora te ;  

- Advisory bodies serving t-he General D i rec to ra t e :  Off ice  of the 
Director  General,  Technical Advisory Of f i ce ,  Bids Coordination 
Of f i ce ,  Legal Af fa i r s  Off ice ,  and I n t e r n a l  Audit Off ice ;  

- Technical u n i t s  : Off ices  of Operations,  Planning and Regional 
Centers arid road administ-rati on o f f i c e s  ; and 

- Administrative u n i t :  Adminlstration and Finance Divis ion.  

c .  Human resources 

4 5 Matters r e l a t e d  t o  DERBA s t a f f  a r e  governed by S t a t e  Decree 2 9 , 9 2 0  
of October 4 :  1 9 9 3 ,  and a re  handled by i t s  Sect ion of Human 
Resources, which repor t s  t o  the  Administration and Fin,ance 
D i v i s  ion .  

4 6 DERBA reduced i t s  ac t ive  personnel from 5 , 1 2 1  employees on 
December 31, 1991, t o  1,529 on December 31, 1 9 9 7 .  The S t a t e  of  
Bahia’s  po l icy  t o  downsize the publ ic  s ec to r  and con t r ac t  p r i v a t e -  
s ec to r  s e rv i ces  has made i t  necessary f o r  the  department t o  
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reorganize s o  a s  t o  ad jus t  t o  changes i n  the  ex te rna l  environment 
wit:h a smalle:c, but  b e t t e r  t r a ined  s t a f f  ( s ee  paragraphs 1 . 1 5  and 
1.21 t o  1 . 2 7 ) .  

d .  S t a f f  t r a i n i n g  

4 7 S t a f f  t r a i n i n g  a t  DERBA i s  the r e s p o n s i b i l i t y  of i t s  S ta f f  
Development Un i t ,  which r epor t s  t o  the  Administration and Finance 
Divis ion.  The outcome of the t r a i n i n g  p lan  i n  phase I of the 
highway cor r idor  program was s a t  i s f a c t o r y  but  i n s u f f i c i e n t  i n  terms 
of the cu r ren t  s t a f f  and DERBA's  new p r o f i l e .  Accordingly, tihis 
program includes a performance-based t r a i n i n g  component under the  
i n s t i t u t i o n a l  s t rengthening subprogram (paragraph 2 . 1 7 )  , i n  
addi t ion  t o  o ther  t r a i n i n g  a c t i v i t i e s  (paragraph 2 . 1 8 )  . 

4 8 Under t h i s  program, DERBtl w i l l  s t rengthen  i t s  S t a f f  Development 
Unit through: ( i)  comput-erization of i t s  a c t i v i t i e s ;  (ii) s t a f f  
t r a i n i n g ;  and (iii) prepara t ion  o f  an annual t r a i n i n g  plan f o r  
DERBA, including f inancing f o r  the plan i n  DERBA's annual budget 
proposal .  

e .  Financial  adminis t ra t ion and prepara t ion  and c o n t r o l o f  
budget: performance. 

4 9 DEKBA' s f i n a n c i a l  resources a re  administered by the  Administration 
and Finance Divis ion,  which a l s o  handles con t ro l  of budget 
performance. Financial  management f a l l s  under the  Accounting and 
Financial  Information System (SICOF) , administered by the  S t a t e  
Ministry of Finance by means of the  " s ing le  account" arrangement, 
whereby each s t a t e  agency funct ions as  a "deposi tary" and makes i t s  
respec t ive  payments through accounts con t ro l l ed  by the  Ministry of 
Finance. A l l  these a c t i v i t i e s  have an adequate l e v e l  of execution 
and c o n t r o l .  

4 10 DEIIBA's  budget i s  prepared by the var ious d iv i s ions  and u n i t s  of 
the  agency, whose proposals a r e  forwarded t o  the  Programming and 
Budget Off ice  f o r  consolidat i o n  and t r a n s m i t t a l  t o  the  Department 
o f  Planning, Science,  and Technology of Bahia (SEPIANTEC) , aEter 
the budget i s  approved bTi DERBA's General Di rec tora te  and by the  
InEras t ruc ture  Minis t ry .  F ina l  approval i s  provided by the 
Legis la t ive  Assembly o í  the  S ta t e  of Bahia. 

f .  Interina1 and ex te rna l  cont ro l  o f  DERBA 

4 . 1 1  The Government of Bahia has s e t  up an i n t e r n a l  and ex te rna l  cont ro l  
system f o r  t ransac t ions  f o r  which DERBA i s  respons ib le .  Audit 
a c t i v i t i e s  a t  the  s t a t e  l e v e l  involve the  following: ( i)  i n t e r n a l  
a u d i t ,  done by D E R B A ' s  Audit U n i t ,  which r epor t s  t o  DERBA's  General 
D i rec to ra t e ;  (ii) ex te rna l  a u d i t ,  which i s  performed by the  Bahia 
S t a t e  Minis t ry  of Finance and l a s t l y  by the  S t a t e  Audit Off ice ,  
which repor t s  t o  the S tä t e  Legis la t ive  Assembly. Each of these 
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4 16 

uni.ts a c t s  i n  i t s  respec t ive  f i e l d  and t h e i r  work i s  considered 
s a t i s f a c t o r y .  

During prepara t ion  of t h i s  opera t ion ,  DERBA s t rengthened i t s  
In t e rna l  Audit Uni t ,  a condi t ion under the  con t r ac t  f o r  loan 
7 7 2 / O C - B R  f o r  phase I of the highway co r r ido r  program. E:our 
add i t iona l  audi tors  were h i r e d  on a permanent b a s i s  f o r  the  u n i t ;  
computerizaticin of i t s  a c t i v i t i e s  has begun and wi l l  be completed 
under the  program proposed he re in ;  and an independent f i rm o f  
audi tors  was hired f o r  one yeai- t o  t r a i n  i t s  s t a f f  and e s t a b l i s h  
e f f e c t i v e  i n t e r n a l  control methodologies t o  he lp  improve the scope 
and qua l i ty  cf  i t s  work. I t  i s  recommended t h a t  the  program's 
f i n a n c i a l  statements be audi ted by the S t a t e  Audit Off ice  during 
execut ion.  

g .  The St:ate 's  budget performance 

Table IV-1 shows the S ta t e  o f  Bahia 's  budget performance of 
revenues and expenditures f o r  the  1993 t o  1 9 9 7  per iod .  2/ The 
S ta t e  of Bahia obtained average t o t a l  revenues of USS3.474 b i l l i o n  
per yea r ,  with average annual growth of 24 .8%.  Pa r t  of the 
explanat ion f o r  t h i s  i s  tha t  t tie S t a t e ' s  t ax  c o l l e c t i o n s  achieved 
an annual aveirage growth r a t e  o f  1 9 . 9 % .  I n  1 9 9 7 ,  t he re  was a drop 
i n  co l l ec t ions  due t o  thcb impact of Federal  Law 87/96 t o  promote 
expor t s ,  which grants  t a x  exempt ions f o r  exports  of c a p i t a l  goods. 

Tota l  expenditures posted s imi l a r  growth, bu t  a t  a lower r a t e :  
1 6 . 8 % .  The Ctate had a current-account  surp lus  every year from 
1993 t o  1 9 9 7 ,  which shows t h a t  the S t a t e  a u t h o r i t i e s  managed t h e i r  
f inances c a r e f u l l y .  The small average d e f i c i t  of 7 . 2 %  with respec t  
t o  t o t a l  revenues i n  1993 t o  1 9 9 6  was due t o  normal accounting 
movements a r i s i n g  from commitments cont rac ted  a t  the  end of each 
year which were s e t t l e d  i n  January of the following yea r s ,  a 
p r a c t i c e  t h a t  was changed s t a r t  irig i n  1 9 9 7 .  

The ove ra l l  surp lus  f o r  1997 w a s  c rea ted  by the  s a l e  of the  S t a t e  
of Bahia 's  e l e c t r i c  company t o  the p r i v a t e  sec to r  f o r  U S S 1 . 7  b i l -  
l i o n .  The Sizate i s  planning t o  inves t  a po r t ion  of those funds 
and, with the  r e s t ,  t o  make a f i r s t  con t r ibu t ion  t o  a fund t o  pay 
pensions t o  St-ate employees. This fund, added t o  the  cont r ibu t ions  
th,at S t a t e  employees w i l l  have t o  make under approved labor  
reforms, w i l l  i n  the tu ture  r e l ease  the S t a t e  from having t o  lay  
out the  f u l l  amount. 

The S t a t e  renegot ia ted  i t s  debt with the  Caixa Econômica Federal  i n  
1994 and with Banco do Bras i l  i n  1 9 9 8 ,  and i s  honoring the 
commitments i t  undertook. I t  is complying with a l l  the  parameters 
e s t ab l i shed  by the  federa l  government f o r  f i n a n c i a l  adminis t ra t ion  

- 2/ F o r  the Braz i l i an  currency-U. S .  d o l l a r  conversion, average annual 
exchange r a t e s  published by the Central  Hank of Braz i l  were used. 
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1,610.2 

734.9 

634.9 

240.4 

by the  s t a t e s .  For  example, Federal  Law 82 of 1 9 9 5  e s t a b l i s h e s  a 
maximum of 60% of n e t  cur ren t  income f o r  pay ro l l  expenses. In  
Bahia, s t a t e  payro l l  expenditures i n  1 9 9 7  accounted f o r  only 35%.  
I f  s t a f f  a t  autonomous agencies a r e  included,  the  f igu re  f o r  t h a t  
year comes t o  54%. The recent  currency devaluat ion has not  
aff 'ected the  s t a t e ' s  c r e d i t  s t a t u s  s i g n i f i c a n t l y ,  because only 6 . 9 %  
of i t s  debt :ts i n  fore ign  currency. A devaluat ion o f  4 0 % ,  f o r  
example, woulcl increase i t s  debt by only 2 . 8 % .  

1,968.7 2,577.7 2,950.1 

81 8.1 1,064.5 1,177.7 

827.6 1,222.2 1,327.9 

323.0 291 .O 444.5 

Total current revenue 

Taxes 

Current transfers 

Other 

770.7 

2134.5 

305.6 

180.7 

49.9 

2,261.0 

922.4 

761.9 

576.7 

774.2 1,176.6 1,014.9 

163.8 214.7 164.6 

382.1 354.5 360.9 

172.7 51 5.0 370.6 

55.6 92.4 11 8.8 

TABLE IV-1 
Net Budget Performance 1993-1 997 

(US$ millions) 

Total capital revenues 

Capital transfers 

Loan operations 

Other 

TOTAL REVENUE 2,299.9 

Current expenditures 

Salaries and benefit:; 

Current transfers 

Other 

Capital expenditures 

Investments 

Capital transfers 

Debt amortization 

Other 

3,211.3 

1,252 9 

1,459 9 

408 5 

1,131.5 

266.6 

51 8.5 

247 4 

99.0 

4,342.8 

341,3 

1,041.6 

Source: State of Bahia net budget performance prepared by SEFAZ. Net budget is equal to total budget 
less transfers to municipalities. 

h .  DERBA's  budget - execution 

4 . 1 7  Table IV-2 shows D E R B A ' s  revenues and expenditures f o r  the  1 9 9 3  t o  
1 9 9 7  per iod.  The revenues a re  derived almost e n t i r e l y  from the  
t r a n s f e r s  i t  receives  from the Treasury of the  S t a t e  of Bahia. 
Table I V - 2  shows t h a t  the annual revenues received by DERBA 
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remained a t  U S $ 1 1 9  mi l l i on ,  w i t h  the  exception of increases  i n  1.994 
ancl 1 9 9 7 ,  when DERBA received more resources from loan 772/OC-BFL t o  
f inance phase I of the highway co r r ido r  program ( t o t a l i n g  
US$126 mi l l i on  i n  1997) .  The expenditure s i d e  displayed s imi l a r  
behavior ,  although the m o s t  s i g n i f i c a n t  impact came from capi- ta l  
investments t o  improve highways with resources  from the  
aforementioned loan .  

4 18 A s  mentioned before ,  between 1993 and 1 9 9 5 ,  d e f i c i t s  were recorded 
a t  the end of each year t h a t  were s e t t l e d  i n  January of the 
fol.lowing year .  This p rac t i ce  was changed by the  a u t h o r i t i e s  i n  
1 9 9 6  and 1 9 9 7 .  DERBA’s personnel expenditures rose  t o  a maximum of 
53% of current: revenues i n  1 9 9 5  and dropped t o  a minimum of 41% i n  
1 9 9 7 .  

TABLE IV-2 
DERBA’s revenues and expenditures for 1993-1997 (US$ millions) 

Current transfers 

Salaries and benefits 

Source: Balance sheet - DERBA hudget performance 

i .  Net iiicome generated by t:he t r anspor t a t ion  sec to r  

4 . 1 9  Table IV-3 s h o w s  n e t  income generated by the  S t a t e  o f  Bahia‘s 
t r anspor t a t ion  sec to r  i n  1994-1997. Over 90% o f  the  average annual 
t o t a l  co l l ec t ed  (US$331  mi l l ion)  came from the  highway subsec tor .  
The t r anspor t a t ion  sec to r  generated almost twice the  average of 
US$171  mi l l i on  i n  expenditures on the highway subsector  over the 
same per iod (‘rable IV-)). 
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Fares and freight 33.6 44.7 52.2 54.5 - 
Tires and air conditioning 11.6 14.0 10.0 14.9 

Vehicle sales 49.6 52.9 49.2 52.7 

TABLE IV-3 
Net revenues generated by the transportation sector during the 1994-1997 period 

(US$ millions) 

Fuel and oil 

Vehicle property tax (IPVA) 

TOTAL COLLECTED 276.0 325.3 350.3 373.0 

Source: Extracted from the balance sheet for State of Bahia budget performance prepared by 
SEPAZ. The net revenues are equal to total revenues less transfers to municipalities. 



- 31  - 

V .  PROGRAM VIABILITY 

A . 

5 1  

5.2 

5 . 3  

5.4 

K. 

5 . 5  

5.6 

Technical feas  i b i l i t v  

The s t u d i e s  f o r  the p ro jec t s  forming the  program sample were 
performed using eva lua t ion ,  c a l c u l a t i o n ,  and s i z i n g  c r i t e r i a  and 
me thodol og ies  compa t i b  1 e with modern p r a c t i c e  s and i n t e r n a t  i ona l  l y  
accepted engineering s tandards .  Re l i ab le ,  r ecen t  bas i c  da t a  
concerning t r a f f i c  and the c h a r a c t e r i s t i c s  and condi t ions of 
e x i s t i n g  roads were used i n  determining the  main design parameters 
foi- the  proposed works. 

The u n i t  p r i c e s  used f o r  determining the  c o s t s  of the  sample 
prctjects were obtained €rom DERBA’s system, which i s  updated 
p e r i o d i c a l l y  i n  accordance w i t h  va r i a t ions  i n  labor  r a t e s  and the 
prFces of mater ia l s  and equipment. The average c o s t s  f o r  t h i s  type 
o f  work f a l l  wi th in  a range compatible with the  r e s u l t s  of s imi l a r  
con t r ac t s  r ecen t ly  concluded by DERBA 

The proposed works do noc involve complicated cons t ruc t ion  work. 
Nevertheless ,  agreements with u l - i l i t y  companies may be requi red  t o  
provide f o r  the r e loca t ion  of t h e i r  f a c i l i t i e s  and t o  s e t  up 
t r a f f i c  de tours .  I n  addi t i o r i ,  s a f e t y  and environmental con t ro l  
measures w i l l .  be needed t o  prevent acc idents  and excessive 
nuisances f o r  d r i v e r s  and the people Living i n  the  v i c i n i t y .  

The program i-ncludes t r a i n i n g  a c t i v i t i e s  i n  t echn ica l  a r eas  and 
systems implementation, and c a l l s  f o r  engineer ing equipment t o  be 
procured i n  the  e a r l y  months of the  program so t h a t  it can be put  
t o  use i n  the  execution of the program. 

Ins  ti t u t  i ona l  f e a s i b i l i t y  

The program w i l l  be executed b y  DERBA, which has experience with 
t h i s  type of work, including the successfu l  completion of phase I 
of the  highway co r r ido r  program which was f inanced i n  p a r t  by the  
Bank ( loan  772/OC-BR) . 

To ensure successfu l  coordinat ion and con t ro l  of the  a c t i v i t i e s  t o  
be c a r r i e d  out  during implementation of t h i s  program. DERBA w i l l  
extend the  l i f e  of the  program coordinat ing u n i t  (PCU)  , which 
performed s a t i s f a c t o r i l y  i n  phase I of  t he  highway co r r ido r  
program. The  PCU w i l l  a l s o  receive support  from a spec ia l i zed  
consul t ing  f i rm with experience i n  highway program adminis t ra t ion .  
On the b a s i s  of the foregoing,  the i n s t i t u t i o n a l  arrangements s e t  
up f o r  t h i s  opera t ion  a re  considered t o  adequately meet the 
program‘s requirements 
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í : ,  Financia l  f e a s i b i l i t y  

5 7 The l o c a l  counterpar t  funding t o  be provided out  of the S t a t e  of 
Bahia 's  own resources  amounts t o  US$98 mil l i o n .  This f igu re  
represents  l e s s  than 1% of the  S t a t e ' s  p ro jec t ed  cu r ren t  n e t  
revenues f o r  the program execut ion per iod .  The proposed opera t ion  
i s  the m o s t  important t ranspor- ta t ion p r o j e c t  t h a t  t he  S t a t e  of 
Bahia intends t o  execute i n  the next  four  y e a r s ,  so i t  h a s  assigned 
it  the  highest  p r i o r i t y .  

5 8 The S t a t e  of Bahia 's  to t , i l  n e t  revenues f o r  the  next four  years  
w i l l  be s u f f i c i e n t  t o  cover i t s  cu r ren t  and opera t ing  expendi tures ,  
s e rv i ce  i t s  deb t ,  cont r ibu te  t o  the f inanc ing  of t he  proposed 
program, and generate  a surp lus  f o r  funding the  r e s t  of  the 
investment program (both under execution and planned) . 

5 . 9  The ana lys i s  lof the  S t a t e ' s  f inances and those of DERBA presented 
i n  chapter  IV and the information provided i n  the preceding 
paragraph show t h a t  the S t a t e  of Bahia has  the  f i n a n c i a l  capac i ty  
t o  meet i t s  ob l iga t ions .  I t  is  the re fo re  expected t o  provide 
f i n a n c i a l  resources  on a t imely b a s i s  t o  meet program commitments. 

D. Economic f e a s i b i l i t y  

5 10 A s  mentioned i n  paragraphs 1 . 2 ,  l . 3 ,  1 . 6 ,  and 1 . 7  above, paved 
roads i n  good condi t ion  a r e  a p r e r e q u i s i t e  f o r  t he  development. of 
c e r t a i n  modern economic a c t i v i t i e s ,  including ag ro indus t r i a l  
ventures  involving higher  value added. However, the  acceptable  
economic r e t u r n  of each ind iv idua l  p ro jec t  needs t o  be v e r i f i e d .  A 
conventional and conservat ive ana lys i s  w a s  used f o r  t h i s  t a s k ,  
which considers  as b e n e f i t s  only d i r e c t  b e n e f i t s  t o  the  use r s  of 
the roads t h a t  w i l l  be improved under the  p r o j e c t .  

1. Size  of samDle 

5 IL A sample has been evaluated represent ing  US$84 m i l l i o n  - 39% o f  the 
t o t a l  d i r e c t  c o s t s  of US$214 mil-lion f o r  program works. The sample 
has been hroken down in to  th ree  ca t egor i e s  of works: 
( i )  improvements and paving (US$38 m i l l i o n ,  accounting f o r  431: of 
t h i s  ca t egory ) ;  ( i i)  r e h a b i l i t a t i o n  (US$59 m i l l i o n ,  o r  8 7 %  of the  
category) ; ar,d ( i i i )  maintenance and improvements (US$2 mi l l i on ,  
27'X o f  the  ca t egory ) .  The samp1.e d id  not  include access  roads t o  
productive a reas  inasmuch a s  simple works a r e  involved tha t  
a l  together  represent  10% of the  program works. 

5 1 2  For the  compoizents involving smaller  expendi tures ,  a rough ana lys i s  
of cos t - e f f ec t iveness  w a s  conducted t o  ensure t h a t  the agency would 
ob ta in  the  des i r ed  outputs  a t  the lowest c o s t .  The performance- 
based t r a i n i n g  program, f o r  example, should produce b e t t e r  r e s u l t s  
than conventional programs a t  25% of the  c o s t ,  by focusing t r a i n i n g  
a t  the workpl.ace and using more ind iv idua l  consul tan ts  and DERBA 
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expe r t s ,  who w i l l  a c t  as  "mul t ip l i e r s "  when they pass on t h e i r  
knowledge t o  t h e i r  col leagues.  

2 .  C o s t s  and b e n e f i t s  considered 

5 . 1 3  The t o t a l  economic cos t s  of each p r o j e c t  i n  the  sample were 
cal .culated,  including the  cos t  of the  environmental and road saf-rety 
improvements which form an i n t e g r a l  p a r t  of each engineering 
p r o  j ec t .  

5 . 1 4  The b e n e f i t s  include:  ( i )  lower vehic le  opera t ing  c o s t s  and fewer 
acc idents ;  and (ii) shor t e r  t.rave1 times f o r  c a r  d r ive r s  and 
passengers and bus passengers ( tak ing  30% of t h e i r  hourly 
remuneration f o r  t r i p s  f o r  w o r k ,  business and se rv ices  and 0% f o r  
o ther  purposes) .  

5 15 T r a f f i c  growth r a t e s  were ca l cu la t ed  per  s ec t ion  and per  vehic le  
category (automobiles, buses ,  and t r u c k s ) .  To t h i s  end, the  
e l a s t i c i t i e s  of these three  modes of t r anspor t a t ion  were taken j.nto 
account with respect  t o  the  most re levant  socioeconomic va r i ab le s  
(pro jec ted  growth of the populat ion,  t a x  on the  movement of goods 
and s e r v i c e s ) .  The average t r a f f i c  growth r a t e  i s  approximately 3% 
per yea r .  

3 .  Resul ts  of: the  economic ana lys i s  

5 10  The Highway Design and Maintenance Model, Version Q ( H D M - Q ) ,  was 
used f o r  the  economic ana lys i s ,  which includes the  congestron- 
lessening  e f f e c t s  of improvements where app l i cab le .  Table V-1 
summarizes the  economic ana lys i s  of the  sample by investment 
carzegory. A l l  the  economic i n t e r n a l  r a t e s  of r e t u r n  ( E I R R )  a r e  
over 1 2 %  and a l l  the  ne t  present values ( N P V s )  a r e  p o s i t i v e .  A l l  
the works i n  the sample a re  therefore  acceptable  from the  economic 
s tandpoin t .  I n  add i t ion ,  the s e n s i t i v i t y  ana lys i s  shows the r a t e  
o f  r e t u r n  remaining s a t i s f a c t o r y ,  with a 10% increase  i n  c o s t s  and 
a 10% drop i n  the  bene f i t s  o f  each p r o j e c t ,  together  with o ther  
simulated circumstances (not  shown i n  the  t a b l e ) ,  such a s  a t r a f f i c  
growth r a t e  of zero.  The f i r s t - y e a r  b e n e f i t s  of the  paving and 
o ther  improvements a r e  o v e r  12%, which ind ica t e s  the  a d v i s a b i l i t y  
of s t a r t i n g  these works a:, soon  a s  poss ib l e .  
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Table V-1 
Findings of the economic and sensitivity analysis 

17.3 1.819 14.3 

BA250, Maracás-BR i 16 50.6 i 0.500 41.8 

BA891, Jequié-Ganclu 89 18.1 7.859 14.5 

BA52, BR116, krn 3-7 

BA52, krn 37-lpira 

BA290, Teixeira F.-hh. Neto 16.4 3.390 13.5 

BA263, F. Alves-ltapetinga 17.4 2.847 14.6 

20.5 3.421 17.0 

20.6 980 17.5 

4 .  Impact on poverty 

5 l! The program w i l l  bene f i t  p r a c t i c a l l y  a l l  r e s iden t s  of  the s t a t e  of 
Bahia, e i t h e r  d i r e c t l y  as  passengers on buses and i n  c a r s ,  o r  
i n d i r e c t l y  through the  impact on the  goods they consume o r  produce 
f o r  the  market. The works w i l l  be constructed i n  a l l  the  major 
regions of the  s t a t e ,  t o  c o r r e l a t e  with populat ion d i s t r i b u t i o n .  
Eighty percent  of the stsate’s populat ion i s  c l a s s i f i e d  a s  l o w -  
income, earning l e s s  than IJS$lO!, per c a p i t a  per  month i n  1 9 9 6 .  The 
average per  c a p i t a  income i n  Bahia i s  below the  na t iona l  average. 
All the  s t a t e ’ s  inhabi tan ts  use the  road system d i r e c t l y  o r  
i n d i r e c t l y  and a re  bene f i c i a r i e s  of the  program. The program 
therefore  meets the  c h a r a c t e r i s t i c s  of a poverty-  t a rge ted  program 
from the  geographical s tandpoin t .  This opera t ion  q u a l i f i e s  as  a 
p ro jec t  focussed on s o c i a l  equi ty  enhancement and poverty 
reduct ion,  a s  described i n  the key objec t ives  of the  Bank’s 
a c t i v i t y  contained i n  the Report on  the  Eighth General Increase i n  
Resources. 

5 18 Since the  e l a s t i c i t y  of t r anspor t a t ion  expenditures with respec t  t o  
income tends t o  be c lose  t o  one, the b e n e f i t s  a r e  d i s t r i b u t e d  i n  
proport ion t o  personal anti family income. I n  terms of i n d i r e c t  and 
secondary impact, road projectis support l abo r -  i n t ens  ive economic 
a c t i v i t i e s ,  p a r t i c u l a r l y  i n  the ag ro indus t r i a l  s ec to r  (paragraphs 
1 . 3 1  and 5.1.0) ,  which a re  c r u c i a l  f o r  job c rea t ion  and f o r  
generat ing b’enefi ts  fo r  l o w -  income people.  Although it i s  
d i f f i c u l t  tci quant i fy  these b e n e f i t s  accu ra t e ly ,  ex post 
evaluat ions of I D B  highway programs i n  Braz i l  have shown t h a t  the  
works promote and cont r ibu te  t o  the  development o f  a g r i c u l t u r e ,  
indus t ry ,  s e rv i ces  and tourism 
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E .  Soc ia l  and environmental f e a s i b i l i t y  

5 1 9  This program w i l l  have a p o s i t i v e  impact i n  the  management of  
environmental i s sues  i n  the s t a t e .  The proposed environmental 
programs c a l l  f o r  managing hazardous ma te r i a l s  t r anspor t a t ion  (and 
dea l ing  with acc idents  involving such f r e i g h t ) ,  reviewing the 
design and execution s tandards f o r  road works, and remedying 
environmental damage They represent  a s i g n i f i c a n t  advance i n  the 
S t a t e ’ s  cons idera t ion  of environmental dimensions i n  p r o j e c t s  and 
i n  implementation, works superv is ion ,  and highway opera t ion .  The 
environmental requirements contained i n  the  bidding documents 
include a l l  the  measures recommended i n  the  environmental impact 
s t u d i e s ,  and the payment schedule requi res  con t r ac to r s  t o  execute 
them promptly and properly.  

5 20 Provis ion i s  a l s o  made for  i n s t i t u t i o n a l  mechanisms f o r  adequate 
implementation of the  various environmental programs proposed and 
f o r  adequate environmenta L management of the  program. The s o c i a l  
and environmental measures have been duly d e t a i l e d  and budgeted, 
the funds f o r  t h e i r  execution have been included i n  the  program 
budget,  and the  execution schedule f o r  them i s  compatible with the 
works schedule .  Terms o f  reference have been d r a f t e d  f o r  the  
complementary s t u d i e s  and p ro jec t s  recommended, and they have been 
reviewed and approved by the Bank. 

5 2 1 The ac t ions  t o  s t rengthen  DERBA‘ s environmental management capac i ty  
and review i t s  engineering design s tandards ,  toge ther  with the  
s p e c i f i c a t i o n s  f o r  the execution of the  works, w i l l  make it  
poss ib le  t o  address  environmental i s sues  on an ongoing b a s i s  during 
the var ious  phases o f  the road warks i n  Bahia.  

5 2 %  The paving, r e h a b i l i t a t i o n ,  and s e a l i n g  works t h a t  were not  
included i n  the program sample could conceivably present  o ther  
types of environmental problems, e s p e c i a l l y  where f r a g i l e  and/or 
pro tec ted  ecosystems a re  concerned. The program accordingly 
provides f o r  environmental evnluat ion and con t ro l  procedures t o  
ensure compliance with the Bank’s; p o l i c i e s .  

5 . 2 3  The program a s  a whole i s  considered s o c i a l l y  and environmentally 
advantageous and of s i g n i f i c a n t  importance t o  Bahia.  

1. Environmental recommendations 

5 . 2 4  The loan con t r ac t  w i l l  include the fol lowing c lauses  

5 . 2 5  Within th ree  months a f t e r  sigiiature o f  the loan  c o n t r a c t ,  DERBA 
w i l l  submit evidence t h a t  i t  has h i r e d  the  consul t ing  f i rm t h a t  
w i l l  provide environmental advisory s e r v i c e s .  

5 . 2 6  Within s i x  months a f t e r  s igna ture  of the  loan c o n t r a c t ,  DERBA w i l l  
submit evidence t o  the Rank t h a t :  ( i )  the  consul t ing  f i r m  t h a t  
w i l l  be preparing the procedures f o r  handl ing highway acc idents  
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involving hazardous mater ia l s  has been h i r e d ,  pursuant t o  the  terms 
of reference agreed upon with the Bank; (ii) the  consul t ing  f ' i r m  
t h a t  w i l l  be preparing the agroecological  macrozoning of west e rn  
Bahia has been h i r e d ,  pursuant t o  the  terms of re ference  approved 
by the  Bank; (iii) the general  s p e c i f i c a t i o n s  f o r  road works i n  the  
s t a t e  of Bah-ta have been approved, including the  environmental 
p ro t ec t ion ,  occupational s a f e t y ,  and t r a f f i c  s a f e t y  measures agreed 
upon with the  Bank; (iv) DERBA's  new regu la t ions  have en tered  jn to  
force  (a l ready  met) ;  and (v)  a q u a l i f i e d  p ro fes s iona l  has  been 
appointed t o  head the Environmental Management Off i c e  (a l ready  
m e t : ) .  

5.2' Twenty-four months a f t e r  the  s ign ing  of t he  c o n t r a c t ,  DERBA w i l l  
submit the s t u d i e s  descr ibed i n  the preceding paragraph t o  the  Hank 
f o r  i t s  nonobjection. 

5 . 2 8  Plans f o r  compensation and rese t t lement  of t he  a f f e c t e d  populat ion,  
i f  necessary,  a r e  t o  be submitted (paragraph 3 . 1 4 ) .  

5 % O  DERBA w i l l  conduct publ ic  consul ta t ions  with the  a f f ec t ed  
communities and o ther  i n t e r e s t e d  e n t i  t i e s  during the  design of the 
p r o j e c t s  f o r  new road sec t ions  t o  be included i n  the  program. 

5 30 The per iodic  r epor t s  t h a t  DERBA w i l l  submit t o  the  Bank during 
program executrion w i l l  include a s p e c i f i c  chapter  on the  r e s u l t s  of 
the environmental supervis ion and monitoring of the program as wel l  
as  the  progress  achieved i r i  the  t r a i n i n g  and i n s t i t u t i o n a l  
s t rengthening a c t i v i t i e s  c m  environmental management. 

F. Risks 

5 3L There may be c o s t  increases  f o r  the r e h a b i l i t a t i o n  budgets i f  t he re  
a r e  s i g n i f i c a n t  delays i n  performing the  work. Matters beyond 
D E K B A ' s  cont ro l  t h a t  may r e s u l t  i n  delays include p r o t e s t s  
regarding b ids  on p ro jec t s  and/or the  r e spec t ive  works o r  
con t r ac to r s  who breach t h e i r  c o n t r a c t s .  Such r i s k s  a r e  considered 
acceptab le .  
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MEANS OF VERIFICATION 

1 Results of HDM-Q applied in 12/2002, 
with the same prices and types of 
dehicles, compared with results at 6/98 
SGPIDERBA 

OBJECTIVE ASSUMPTIONS 

(Purpose to goal) 

1 Macroeconomic and transportation 
market conditions remain satisfactory 

2 Maintenance of the rest of the network 
remains adequate 

GOAL 

Contribute to the economic and social 
development of the State of Bahia. 

PURPOSE 

Reduce transportation costs on the DERBA 
network's highways 

LOGICAL FRAMEWORK 
State of Bahia Highway Corridor Program 

(BR-0278) 

INDICATORS 

1. Average vehicle operating costs on 
highways to be asphalted as part of the 
program reduced (in US$ of 12/1 997, per 
vehicle-km): 

-- 12/1 997 7 2/2002 
Auto: 0.32 0.21 
Bus: 0.75 0.57 
Truck: 0.85 0.47 

2. Vehicle operating costs on roads 
rehabilitated or maintained under the 
program in lu2002 equal to or below those 
recorded in 12/97, which were. on average: 
US$0.22 for cars, US$O.SO for buses, and 
US$0.60 for trucks. 
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OBJECTIVE 

COMPONENTS 

CI. Roads paved, restored, sealed, and in 
operation. 

C2. Equipment and facilities acquired/built. 
outfitted and in operation. 

LOGICAL FRAMEWORK 
State of Bahia Highway Corridor Program 

(BR-0278) 

INDICATORS 

C1. At 12/2002, the following will have been 
opened to traffic: 
(i) 600 km of paved and improved roads; 
(¡i) 550 km of restored roads; (iii) 270 km 
of roads with sealing and other improve- 
ments, 250 km of unpaved roads 
stabilized with DCT, and 300 km of roads 
maintained under performance contracts; 
and (iv) 210 km of paved connections to 
production areas. According to works 
schedule in annex. 

C2 a'; At 1211999, the equipment listed in the 
annex will have been received, with 
specifications and guarantees 
conferred, training completed, and 
equipment in operation, at DERBAs 
regional road administration offices 
and the highway patrol unit, as per list 
in annex. 

At 12/2000, the posts indicated in the 
annex will have been built and 
outfitted, and will be in operation. 

C2.b 

MEANS OF VERIFICATION 

CI .  Certification of works by DERBA and 
opening of sections to traffic. 

C2. a) Technical report from DERBAs 
intake committee. 

C2. b) Idem. 

ASSUMPTIONS 

(Component to purpose) 

C1, C2, C3 The department receives political 
support and counterpart resources are 
available on a timely basis. 

C I .  Macroeconomic and transportation 
market conditions remain satisfactory 
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OBJECTIVE 

DERBA reorganized and prepared to manage 
the state's road system efficiently. 

LOGICAL FRAMEWORK 
State of Bahia Highway Corridor Program 

(BR-0278) 

INDICATORS 

C3. a) 

C3. b) 

c3. c) 

C3. d) 

C3. e) 

c3. f) 

c3. 4) 

C3. h) 

By 12/99, the quality control system 
will have reached 25% of projects 
under preparation; at 12/2000, 50% of 
the projects; at 12/01, 75% of the 
projects: at 12/02, 100% of the 
projects. 
By 12/02, the supervision model for 
300 km of the routine maintenance 
works will have been changed, with a 
focus solely on results monitoring, with 
equal or better quality and a reduction 
in the cost of supervision from 8% of 
the cost of the works in 1998 to 4% of 
that amount. 
By 12/99, the new system will be in 
piace and the units will be in 
operation with the technical staff 
proposed. 
By 12/2000, staff trained in the 
following areas: traffic safety; 
environment; projects; road 
maintenance; pavement management; 
contract management; internal control. 
Schedule and number of people 
trained consistent with training plan 
agreed upon with the Bank. 
By 182000, the measures to be 
agreed upon during the respective 
technical cooperation activities will 
have been implemented, and staff 
trained and assigned to the 
appropriate functions. 
The SIB, SGP, and SAM will be 
operating at all RCMs by 182000. 
Environmental monitoring in place by 
6/99. 
Traffic safety measures in place by 
12/99, 

MEANS OF VERIFICATION 

PCU reports 

C3. Idem 

ASSUMPTIONS 

(Component to purpose) 

1. 

2. 

Counterpart resources for the program 
works and for routine maintenance of 
all highways in the state are available. 

Macroeconomic and transportation 
market conditions remain satisfactory. 
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ACTIVITIES 

C1, Projects not included in the sample and 
terms of reference for works supervision 
have been prepared. 

supervision services have been 
prepared. 

and companies selected. 

C1 Works and supervision services contracts 
awarded. 

C1. Bidding documents for works and 

C1 Calls for bids published, bids analyzed, 

I OBJECTIVE 

C1, Alternative projects prepared in case 
eligible projects are not viable. 

C1. Restoration contracts updated if there are 
excessive delays in implementation of 
proposed works. 

C2, C3. Terms of reference for the studies, 
consulting services, and training 
activities prepared. 

C2. C3. Respective bidding documents 
prepared and published, bids analyzed, 
firms selected, and contracts awarded. 

LOGICAL FRAMEWORK 
State of Bahia Highway Corridor Program 

(B R-0278) 

INDICATORS 

See detailed program budget and schedule. 

MEANS OF VERIFICATION 

Accounting records of PCU in DERBA. 

ASSUMPTIONS 

(Activities to components) 

The technical, economic, and environmental 
feasibility of the projects conforms with ID6 
criteria and delays are avoided 

The counterpart is available on a timely 
basis to ensure that restoration work is 
carried out according to the work schedule 
and engineering designs remain up-to-date 

There are no frivolous challenges or 
changes in pertinent legislation causing 
excessive delays 
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Contractors 

Contractors 

Contractors 

Contractors 

BIDDING SCHEDULE 

ICB 

ICB 

ICB 

ICB 

1. CONSULTING SERVICES 

Ili1999 

IVi1999 

1111 999 

1111 999 

Program administration 

Studies and projects 

Works supervision 

Reorganization of DERBA 

Training in erivironmental management 

Training in traffic safety 

Training ir1 engineering areas 

Maintenance administration system 

Experimerital section$ program 

Environmental monitoring 

2. CIVIL WORKS 

IV/1999 

11/2000 

IV/1999 

IV/1999 

Firms 

Firms 

Firms 

Firms 

Individual 

Individual 

Individual 

Firms 

Individual 

Firms --- 

LCP 

LCP 

ICP 

ICP 

LC P 

LC P 

LCP 

ICP 

ICP 

ICP 

LOCAL 

LOCAL 

IDBiLOC 

IDB 

IDB 

IDB/LOC 

ID B/LOC 

IDBiLOC 

IDBiLOC 

ID B/LOC 

Ilil 999 

IV11 999 

II li1 999 

IVi1999 

IV11 999 

1/2000 

1/2000 

IVil999 

11/2000 

I vi 1 999 

II IV1 999 

1/2000 

IV/1999 

11/2000 

1/2000 

I1/2000 

11/2000 

I1/2000 

I I I1/2000 

1/2000 

4,500 

2,800 

1 1,400 

2,100 

1 O0 

200 

300 

500 

200 

1,200 

Improvement of main roads 

Road rehabilitation 

Road maintenance 

Access road improvernent 
I I 

3. PROCUREMENT OF EQUIPMENT 

Supplier 

Supplier 

Sup p I i e I 

Supplier 

Supplier A -- Pavement evaluation equipment 

Traffic safety equipment 

Computer equipment 

Weight control equiprnent 

Road maintenance equipment 

ICB 

LC B 

ICB 

ICB 

LCB 

IDBILOC 

IDB/LOC 

IDB/LOC 

IDB/LOC 
I 

45,000 

35,500 

25,500 

I1/2000 

11/2000 

1/2000 

I I1/2000 

I I1/2000 

1 O0 

1,000 

500 

1,200 

3,500 

LC P - local call for prcposals 
ICP - international call for proposals 
ICB - international coinpetitive bidding 
LC B - local competitive bidding 



LEGI/E%R-0035 
Original : spanish 

P ROPO S I3 D RE. S OL UT ION 

BRAZIL LOAN--/OC-BR TO THE STATE OF BAHIA 
HIGHWAY COREIDOK INTEGRATION PROGRAM 

The Board of Executive Directors 

RESOLVES 

That the President of the Bank, or such representative as he shall designate, is authorized, 
i n  the name and on behalf of the Bank, to enter into such contract or contracts as may be 
necessary with the State of 13ahia, of Brazil, as Borrower, and with the Federative Republic of 
Brazil as Guarantor, for the purpose of ?,ranting the formei- a financing to cooperate in the 
execution of a Highway Corridor Integration Prograin Such financing shall be for the amount of 
up  to US$146,000,000 or its equivalent in other curiencies, except that of Brazil, which are part 
of the Ordinary Capital resources of the Banh. anid mi l l  be subject to the "Special Contractual 
Conditions" and the "Terms and Financial ('oirditions" of the Executive Summary of the Loan 
Propocal 




