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Abstract
The paper reports on the findings of the road management and maintenance component of a major evaluation of World Bank performance in the transport sector. It also reviews the degree of success achieved through the Bank’s practice of encouraging private sector participation in the sector. The Bank’s results on this topic are analyzed and presented together with several lessons of experience. There is ample evidence that this participation has led to significant improvements, but there is still a long way to go in ensuring adequate maintenance of the road networks in the poorer developing countries.
Previous title: “Private Sector and Commercial Practice in Rural and Inter-City Road and Maintenance Management”
Encouraging Private Sector Participation in Road Management and Maintenance in Developing Countries – World Bank Experience 
1. Introduction
1.1 Background

In 2006 the Independent Evaluation Group (IEG), of the World Bank (hereafter referred to as “the Bank”), undertook an evaluation of the previous ten years of Bank support for the entire transport sector in developing countries. This paper, however, is much more specific; it uses material from the overall evaluation, but focuses on those findings explicitly related to road management and maintenance sustainability. It also reviews the degree of success achieved through the Bank’s practice of encouraging private sector participation in the sector. The Bank’s results on this topic are analyzed and presented together with several lessons of experience for interested practitioners in the field. 
Given that the transport sector accounts for between 15 and 20 percent of Bank lending, and the huge sunk investments in transport infrastructure in client countries, the continuing sustainability of these networks is highly important. While the cost of maintaining and renewing road infrastructure is a burden for many governments, this amount is dwarfed by the magnitude of transport-related expenditure by private individuals and firms. When the quality of road infrastructure is poor the public pays heavily through significantly higher vehicle operating and personal time costs and, in the worst cases, through a lack of accessibility for at least part of the year during the rainy seasons. Since roads account for a very substantial share of the Bank’s transport portfolio the sustainability of such infrastructure has long been a concern. 
1.2 Scope and methodology
The overall study was the first comprehensive IEG evaluation of the transport sector; the period covered by the review was July 1995 to June 2006, during which time there were 642 projects with transport components in the portfolio. Of these, 335 had closed and 284 had been evaluated by IEG. Since nearly 80 percent of these projects relate to roads, representing commitments of $25 billion over the decade, the size of the database is substantial.
A number of instruments were used in the evaluation:
i. Literature review: This covered published documents on transport issues relating to developing countries, complemented by a review of Bank non-lending transport activities. 
ii. Portfolio review: A total of 642 projects was examined of which about 80 percent were roads-related. This extensive customized database covering all transport modes provided the foundation for an analysis of how the projects performed, their outcomes, and what lessons have been learned. Each completed project in the database was formally rated on the outcome of  its development objectives (based on measurable targets or indicators), the extent of institutional development achieved, the resilience of the project to risk and the performance of both the Bank and the borrower from appraisal through to completion. About a quarter of these projects were then selected for a more in-depth audit in the field.
iii. Analysis of existing evaluations: Comprised 57 Country Assistance Evaluations, 254 reviews of Implementation Completion Reports (ICRs), 74 Project Performance Assessment Reports (PPARs), covering 41 countries of which 20 were specifically selected in the study design for inclusion to ensure a balanced geographical and modal coverage. These latter assessments were usually carried out between two and four years after a project had closed and were in-depth evaluations involving a site visit and discussions with government officials, user groups and all relevant stakeholders. The idea was to ascertain whether the expectations of the project at appraisal had been met and the results sustained. ICRs are self-evaluations prepared by operational staff at project completion.
iv. Special thematic studies: These included studies on road maintenance and road funds; a global overview of public/private sector balance in transport and a review of a special transport program in Africa. Information was also extracted from existing impact studies in Brazil and Morocco and a multilateral study in Ghana. 

v. Stakeholder interviews and Bank staff interviews: One-third of the Bank’s transport network staff—representative of both headquarters and country offices—was interviewed. Stakeholders interviewed included government officials, providers of transport services, and interested parties such as consultants, user groups, and academics.

vi. Country case studies: In-depth analyses of transport activities and stakeholder opinions in Brazil, India, and Tanzania were undertaken.   
2. Bank Strategy 
2.1 World Development Report
The Bank’s World Development Report (WDR) (World Bank, 1994) was the crucial document that encouraged the Bank toward the greater use of the private sector in infrastructure. It concluded that many developing countries would benefit through economic growth and poverty reduction if incentives to providers were clarified and strengthened. This could be achieved through giving management more autonomy and focusing accountability on service to customers; by structuring the sectors and relevant regulation in a manner to promote effective competition; and by giving users and other stakeholders more voice and responsibility in planning and regulatory arrangements. 
Increased reliance would be placed on the private sector for the direct provision of infrastructure and services (including transport), benefiting from the more positive experiences in a number of countries in both industrial countries and the developing world alike. Governments would, according to WDR, concentrate on creating and maintaining legal and regulatory frameworks to attract private providers and, at the same time, safeguard the interests of the poor, improve environmental conditions, and coordinate cross-sector interactions. In urging consideration of increased reliance on private sector providers, the WDR also recognized that private involvement would inevitably grow at substantially different rates in different countries, depending on private capacities, the ability of government to provide an appropriate regulatory framework, the performance of public sector providers and political consensus in favor of private provision. 
2.2 Sustainable Development
The ideas in the WDR were further expanded in the context of the Bank’s Sustainable Transport policy paper (World Bank, 1996), which found that the dominance of the public sector in the operation of transport services had in some cases resulted in adverse effects including high costs, lack of flexibility in service provision, and assets not being properly maintained. To redress these shortcomings it advocated that the Bank encourage substantial changes in the role of government in transport, reducing its functions as a supplier, but increasing its functions as a regulator of newly created independent road authorities operating on commercial principles and taking cognizance of public preferences. It recognized that governments need to create a proper institutional framework for competition, set economically efficient charges for the use of publicly owned transport infrastructure, and increase community participation in decision making. The theme of “sustainability” was comprehensive and intended to include economic, financial, environmental, and social sustainability. 
A few years later, a Bank urban transport strategy review entitled Cities on the Move (World Bank, 2002) was released. Its objectives were to develop a better understanding of urban transport problems and to articulate a strategic framework that could be applied in developing countries. 
2.3 Recent Developments
The Bank is currently updating its sector priorities for the period 2007-2015; it recognizes that the world’s thinking on economic development has moved on and that initiatives such as the Millennium Development Goals are now central to the international development agenda. While the fundamental pillars of the Bank’s transport strategy remain valid, the paper calls for additional emphasis to be placed on issues related to poverty reduction, international trade, the environment (especially in cities), and safety. Roads will, however, continue to play an important role in this future strategy and the need for good data to measure performance will grow strongly.
3. Private Sector Developments
3.1 Transport Private Sector Investment in Developing Countries 
In the early 1990s there were expectations that the private sector would play a substantially more significant role in the provision of transport infrastructure and services. Some of these expectations were impractical, and the authors of Sustainable Development, while supporting an expanded role for the private sector, were cautious about the extent to which the private sector could get involved. The Bank has a Private Participation in Infrastructure database which tracks infrastructure projects in developing countries involving private participation in funding and risk taking. As shown in Figure 1, the period FY95-05 was very volatile; despite early growth it peaked in 1997 with a total expected transport investment of $18.4 billion then plunged to $2.9 billion in 2002, but recovered to $16.2 billion in 2005. During 2005 significant new private sector investments were recorded for Hungary, India, and Turkey. 
	Figure 1. Private Sector Investment in Transport Projects in Developing Countries
Years: 1990-2005
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  Source: World Bank PPI Database
Full transport concessions remain concentrated in middle-income countries where the volumes of traffic are attractive and there is sufficient public sector capacity to engage with the private sector. It recognized in the study, however, that the positive impact of even one or two concessions in a lower-income country can have a dramatic effect. Actual possibilities of attracting private capital into transport infrastructure vary greatly over time and among countries. But there are instances of roads and large bridges, where even poor countries have been able to attract foreign private-sector interest at certain stages in the financial markets’ cycle. 
There has been some important progress in recent years in the institutional design arrangements in the Organization for Economic Cooperation and Development (OECD) countries, such as the establishment of a Highways Agency in the United Kingdom, charged with achieving the upgrading and improved efficiency of the core national network, and the broadening of responsibilities assigned to the Australian National Road Transport Commission that led to 10 new urban motorways based on the build, operate and transfer concept. Some of these internationally recognized successes have since been adapted in privatization initiatives in developing countries. It is noteworthy, however, that major weaknesses that emerged in some of the earliest privatization efforts—such as Chile’s urban public transport reforms where the design poorly served the poorest areas, and Mexico’s toll roads that were built with scant regard of likely poor economic returns—have largely been avoided by developing countries in the past 10 years. It is also generally recognized that effective institutional change takes time.
3.2 Nature of Private Sector Transport Investment

The most clearly positive effects of the WDR principles on efficiency have been in the roads field through their application to the management of road networks generally and have been strongly promoted by the Bank. They have included improvements in road department accountability, often through the establishment of road agencies and road funds, and contracting-out to the private sector, not only of construction and rehabilitation but also of routine maintenance, design, and general supervision. Transparently competitive tendering of works against performance-based specifications has also been a very significant step forward. 

In contrast with these reforms, which are largely aimed at improving the quality of public spending, toll roads have offered opportunities for attracting more private investment into the development of road networks. The growth of privately financed toll facilities has been an important phenomenon during the decade. In a few developing countries, there are now substantial numbers of such roads and many others have at least one or two. While such roads represent only small proportions of each network, they often carry significant proportions of overall traffic. 
3.3 Bank Toll Road Project Support
The Bank has accumulated a significant amount of knowledge about public-private partnerships (PPPs) and is asked with increasing frequency for technical advice on this subject by its clients. Nevertheless, during the review period the Bank has been directly involved with the financing of relatively few toll road projects. Of course, part of the reason for this is that roads are viable for tolling only where traffic volumes are high and where local institutional capacity is sufficient to effectively engage with the private sector. In several middle-income countries the use of tolls in PPP projects has matured to the extent that neither the client nor the private financiers see a need for direct Bank support. In Brazil, on the other hand, a Bank review of the Highway Concession Program was undertaken involving six state authorities. IEG concluded that the Bank had given useful advice to both the federal and state levels of government at a critical time.  
Positive development outcomes have been in support of build, operate, and transfer (BOT) projects in Benin, Chile, China, and India. All have made satisfactory progress and Bank support has enhanced project performance.  The only unsuccessful project involved a Bank loan to Colombia to finance the government’s capital contribution to a toll concession project. Maintenance has not generally been a problem on concessionary projects, because the private sector has ensured there has been adequate recovery from the users of the facilities.
An interesting example of the impact of road concessions on the behavior of the users can be seen in the case of China. Toll roads began to appear in China in the 1980s when the central finance ministry began requiring provinces to accept full responsibility for payment of debt service on loans from which they benefited. But acceptance of the principle that roads could be directly revenue-earning also opened the way to private participation. Today, China has more tolled roadway than any other country, probably upwards of 20,000 kilometers. 

Insufficient information is available to permit a full assessment of the impact that private participation has had on the technical and allocative efficiency of these toll road operations. However, regarding allocative efficiency, concern is widespread and rising that provincial departments and private promoters have often pushed toll rates to levels that divert substantial traffic to other roads. The problem is particularly serious for heavily laden trucks, which would usually cause far less damage on the stronger pavements of the new roads than on the old roads to which they divert. A partial solution has been to introduce tolls on the competing roads too. The Jiangsu Expressway Company followed its completion of the Huning expressway in 1996 with the purchase of 15-year operating rights on the parallel Ninghu highway so that it could itself adjust the tolls on both. While it seems that too much weight is given to financial profitability over maximization of economic benefits in setting toll levels, this is more a problem of the existing toll system than of the private participation in it. Insofar as the latter introduces incremental capital, permitting faster expansion of the road network, it should have some beneficial allocative consequences. 
3.4 An Evolving Approach to Road Maintenance
The approach to road maintenance in both tolled and non-tolled roads continues to evolve. Originally many road authorities used in-house force account units to perform maintenance work. This was a very expensive way of carrying out such activity, because the real costs were opaque, hidden in the departments’ often complex accounting and reporting structures. Over time this began to give way to the more efficient method-based contracting, whereby a bid system was used to select contractors through tenders for specified work. The system also helped to develop local contracting industries. In the past decade, however, several countries have moved beyond this level to performance-based contracting, which involves explicitly linking payments for the management and maintenance of road assets to certain clearly defined minimum performance indicators. This has proved successful in some transition countries such as Estonia and in middle-income countries such as Argentina, South Africa, and Uruguay, but may be inappropriate for countries at an earlier stage of development where the capacity of government and the contracting industry is relatively weak and where the supporting legal framework is less well defined.

Over the years the Bank’s approach has become more flexible regarding the standards and technology necessary to achieve road condition sustainability in differing circumstances. In some countries with hilly terrain the rate of gravel loss can be dramatic and low-cost paved roads have worked, in others there has been more focus on turning seasonal roads into all-weather roads by concentrating on bridges and drainage. Without maintenance, gravel roads can deteriorate in two to three years in some climates. The Bank has usually resisted financing routine maintenance costs, but there are examples of upgrading projects linked to a covenant that the government must set aside funds for routine maintenance for an agreed time period, as in Lesotho. In one sense of course the Bank indirectly finances at least some routine maintenance whenever it agrees to fund the rehabilitation of a road earlier than would have been the case had the road been properly maintained. There may also be some merit in pursuing a greater number of coordinated initiatives with other financial institutions with joint government-donor assessments of network needs, including maintenance.

An indirect effect of poor capacity experienced in several countries, and especially in Africa, results from excessive road damage caused by overloaded vehicles. While the knowledge exists to control truck overloading, the main impediment to enforcement of axle load regulations is usually the limited capacity of the local traffic police. Since the damage caused by overloading rises exponentially with each additional ton of overload, the damage to the roads can be enormous; consequently, this is an area where further investigation can easily be justified. Two options are possible—either stronger pavements where enforcement is unlikely to improve in the short to medium term, or greater assistance with the improvement of vehicle testing and overload control. However, this is oversimplified since there are numerous other factors that also need to be taken into account including regulations, accuracy of weighing equipment, avoidance of corruption, and appropriate fines (Lauridsen, 1994). According to IEG’s analysis, success in this area to date is limited in developing countries. More attention needs to be paid in future strategies—taking into account local administrative capability—to customizing an appropriate balance between highway construction standards and enforcement of overloading to minimize overall total costs.  

3.5 Contract Maintenance – Lessons from Argentina

Following promising pilot efforts in performance-based contracting of maintenance, in 1995 the Argentine Direccion Nacional de Vialidad let 11 three-year contracts for routine maintenance of 3,600 kilometers of paved roads. Building on this experience, it then developed the Contratos de Recuperación y Mantenimiento (CREMA), assigning responsibility for rehabilitation on stretches where it was needed, followed by maintenance of the section for five years. Sixty such contracts, covering 11,000 kilometers of roads, were competitively awarded in 1996/97. Detailed engineering of the rehabilitation work was to be done by the contractors and, apart from initial start-up payments they were to be paid based on the state of the roads under their charge, as verified by monthly visual inspections.

These contracts were mostly completed by the end of 2002. The share of the roads in poor condition had been reduced from 41 percent to 6 percent; the higher standards of maintenance had also reduced the rate of road surface deterioration. Costs had been kept very close to budget, and were some 12-18 percent less than for comparable works using traditional contracting. The Economic Rate of Return on the program was about 60 percent because of the very significant effect of the improvements on vehicle operating costs. Coverage of the program has recently been extended through a second phase to a further 8,200 kilometers of national roads; the same approach is also now being applied by some of Argentina’s provinces with Bank support.

Experience to date highlights several lessons:

· While the system can only yield the desired results if the flow of funds is sufficient to make timely payment to the contractors, adoption of the system, implying commitments to a wide range of contractors, helps to ensure that funds flow and avoids their diversion to uses of lower economic priority. 

· CREMA’s effectiveness depends on the availability of contractors and road agencies experienced in contract management and road maintenance, and on the existence of adequate management information systems covering road condition, maintenance needs, and costs. 

· It is important to avoid trying to place risks on contractors in excess of what their experience and capacities enable them to handle.

· Major rehabilitations are likely to require detailed engineering in advance, and contracting on more traditional lines, but incorporation of more standard rehabilitations within longer-term maintenance contracts has advantages for stimulating contractor innovation and ensuring more efficient distribution of expenditure on a road over time. 
· Moving CREMA-type contracts toward design, build, finance, and operate operations, with the private sector providing a higher share of the investment required by the road network depends principally on development of the local capital market. Initial hopes in Argentina along these lines proved unrealizable because of borrowing uncertainties and high interest rates leading to unacceptably high contractors’ bids. 
4. Improving Road Department Financing and Accountability
4.1 Financing Public Roads
Public road maintenance activities worldwide (i.e. excluding toll roads) are normally financed through one of two approaches, either through the budget or by means of a road fund. Budget allocations to the road sector result from a political process that assigns priorities to alternative uses. It can also form part of a multi-year expenditure framework. Road funds, on the other hand, are outside the budget and based on the principle that road users should pay for the cost of the roads, and that revenues generated should be applied to cover such road costs. A key reason for the setting up of a road fund is that road maintenance is not a politically attractive use of government revenues, even though road maintenance yields the highest economic return. 
Road users are charged mainly through gasoline levies which generally provide the bulk of the revenues which are, in principle, automatically allocated to road expenditures, and especially maintenance. Depending on the institutional set-up to manage the funding and allocate resources, the “user-pays” advocates postulate that the allocation of resources on the basis of market forces will be more cost-effective and road works will have lower unit costs than under the budget approach.

4.2 Road Funds
The road fund approach, when broadened to include the principles embodied in the Heggie Report (Heggie, 1995), can better be described as “the commercial approach”. The road maintenance crisis perceived at the time, with its impact on the cost of infrastructure and the operation of transport services, required, according to Heggie, bringing roads into the marketplace, putting them on a fee-for-service basis, establishing a surrogate market discipline and managing roads like a business. Coupled with the creation of a road fund there has usually been a semi-autonomous executive road agency to manage the primary network along with a public-private board to run it. The board’s extensive monitoring and auditing oversight has generally helped significantly to ensure that user charges to support maintenance are duly collected and devoted to the intended purpose. Local contractors have benefited from long-standing efforts to support their development and now handle most of the maintenance work. Sometimes, as in Tanzania, in line with the legislation establishing it, the board also helps to address the previously neglected problem of the weak capacities of district and urban councils to manage maintenance of the extensive networks for which they are formally responsible.  
In practice, the Bank has supported channeling revenues from road user charges to finance road maintenance expenditures to a dedicated fund in many countries. Such road funds, known as road revenue or “second-generation” funds, commenced in 1993 with the Zambian Road Fund. Earlier “first-generation funds” were merely a line entry in the annual budget and prone to “raiding” for other uses. Over the years there has been vigorous debate about the merits and demerits of such funds with some macroeconomists, including in the International Monetary Fund (IMF), taking the view that extra-budgetary funds fragment the budgetary process and create unnecessary risks in the allocation of resources. Eventually a formal coordination procedure was agreed between the Bank and the IMF regarding the establishment of such funds. The Bank has been pragmatic and tends to promote road funds when the budget approach has failed.   
The IEG study used three different sources to assess the performance of road funds: existing evaluations, IEG’s database, including findings in individual project assessment reports and a survey of Bank staff responsible for road projects in countries with road funds. Information from each of these sources, however, has limitations, and none individually permit the derivation of conclusive results. Historically projects have assessed performance by comparing road fund objectives to achievements or changes between start of the road fund and the situation a few years later. No evaluation, however, has compared a road fund with a control case where the budget finances road maintenance expenses. 
Studies reviewed included (Balcerac, de Richecould and Heggie, 1995) for 10 African countries, (Gwilliam and Kumar, 2002) for 7 African countries, (Zietlow, 2004) for 6 Latin American countries, 2004, and (Sulaimanova, 2005) for two African and two Asian countries. In a few cases where second-generation funds have been introduced and where information is available, there has been evidence of a significant increase in the percentage of roads in good condition. For example, in Benin, the increase has been 9.4 percent per year since the creation of the road fund. In Guatemala, the percentage of roads in poor condition dropped from 40 percent in 1994 to less than 20 percent in 2001. However, country progress varies widely. 
Road funds have certainly raised awareness of road maintenance needs and broadened the discussion and action beyond financing of road maintenance into road management and the involvement of users in decision making. In this sense, these funds are a valuable instrument of road policy and management. As recently reported in a Sub-Saharan African Transport Policy (SSATP) study (Benmaarmar, 2006), the existence of a road fund does not mean that it is either fully efficient or fully autonomous. There are currently 27 road funds in SSATP member countries and in only one-third of the cases are such funds regularly meeting routine expenditure needs. Because there are only a few countries with second-generation funds, when there are measurable outcomes to show there is evidence of an increase in the percentage of roads in good condition, more rigorous research is clearly needed. Road funds should also not be contemplated where there is a high level of corruption or where there is little likelihood of having independent audits and transparent procurement. 
5. Some General Lessons of Experience

5.1 Value of private sector participation
Although experience has demonstrated that in many circumstances greater use of the private sector can achieve considerable efficiencies, it also shows that this is a complex and sensitive area and that client commitment to such changes is crucial. The balance between the public and private sector roles in transport varies by country, depending on history, culture, sociopolitical circumstances, and policy choices that may, for example, place a high premium on national security, including ownership of national assets. Privately-owned transport services are widespread and usually successful but privately-owned transport infrastructure is much less common for a number of reasons, including its monopolistic nature, financial returns that are often very long-term (and therefore risky), and the disputable perception that the public good can only be assured through public ownership.

One aspect in which the public sector frequently needs strengthening is in strategic and structural planning and most particularly when increased private participation is being considered or is undergoing its running-in period. Government has an irreplaceable planning role in transport. This is due partly to the need for active consensus-building among the different modes to maintain an effective integrated system. But it is also due to the importance of transport infrastructure, and especially the road and rail networks, in structuring land use and regional development more generally. Multimodal strategic planning is particularly crucial at the national and metropolitan levels of government.   

Improving the strength and efficiency of the private sector role in road maintenance is a matter that remains of virtually continuous importance in all countries, as different stages of development are achieved and new techniques are developed. Key components on the public side are: serious commitment at the highest level within each concerned body to the elimination of corruption, and achievement of high standards of governance; development and continuous updating of the management information systems; both central and decentralized capacities for planning and contract management; adoption and systematic enforcement of transparent competitive bidding practices; needed financial flows to the different levels of government involved; and gradually increasing use of performance-based contracting. Important contributions from the private side (with public support) are training, development of commercial equipment-supply enterprises, and an effective contractor association.

5.2 Bank’s Contribution to Road Management and Maintenance 
 The Bank’s main contribution to the road subsector, nonetheless, has not been through concessional projects, but through the encouragement of greater private sector involvement in road and maintenance management in the public sector. Examples are the clarification of road department accountability, often reinforced by the greater management autonomy that is created by establishing a roads agency separate from its supervising ministry; appointment of oversight and consultative bodies more representative of users, and the commissioning of periodic user opinion surveys on the state of the network and adequacy of service; development of networkwide planning systems for efficient allocation of expenditures and the setting-up of high-quality data banks to underpin them; transparently competitive contracting-out to the private sector, not only of construction and major maintenance but also of routine maintenance, design, and general supervision; and the shift to multiyear contracts with remuneration related to the level of service afforded by the assets built or maintained.  The Bank has also found that programmatic lending or Sector-Wide Approaches, known as SWAps designed to achieve specific capacity-building objectives may be an effective way to tackle cross-cutting issues. 
A further lesson is the need to choose a single clear criterion for selecting among pre-qualified bidders. Contention among interested parties, and at the political level, seems to be minimized by using the relatively simple and straightforward criterion of maximum payment (or minimum subsidy demanded) for the right to provide services of the performance standards specified in the tender documents. 

5.3 Governance and Capacity Building
By and large, technical assistance to strengthen client capacity has had modest results in low-income countries, but better results in middle-income countries. While the road agencies have generally demonstrated continuing support and success, in many other cases training has been aimed at assisting the immediate project and is therefore less likely to have any sustained impact. Typically, the timing of training interventions is not always synchronized with the necessary organizational changes needed to improve public sector performance. Institutional change takes time and often the life cycle of the project intervention is relatively short—about five years—and this is often insufficient to ensure lasting results. Institutional objectives need to be designed more realistically and be pursued incrementally through a continuing support program that will often extend beyond the transport sector itself. 

A multidonor evaluation of experiences in the road sector in Ghana (DANIDA, 2006) concluded that the main constraint to more rapid improvement of the integrity of the road network was the lack of capacity in the Ministry of Roads and Transport. The road program was too ambitious for both the funding capacity of the government and the absorption capacity of the ministry. In countries with low institutional capacity operational staff tend to be overly optimistic about how long it will take to achieve legislative and organizational change and to build human capacity. 
Since the quality of capacity building is crucial greater efforts are needed to ensure that Bank Country Assistance Strategies include the specific capacity needs of the transport sector. There appears to be a tendency to favor more successful countries to the neglect of weaker ones that need more help and have significant numbers of desperately poor people. Weak capacity leads to poorly maintained infrastructure, lack of enforcement of traffic regulations, corruption, and often appalling road traffic safety records. Table 1 gives an analysis of performance by institutional development objectives of Bank transport projects over the last 10 years. On average 62 percent are rated satisfactory or better. The transport sector with its strong engineering cadre is particularly good at resolving technical issues and introducing management systems, but maintenance and training feature less strongly and, ironically, projects with monitoring and evaluation objectives fair the worst.
Table 1. Analysis of Performance by Institutional Development Objectives, Transport Sector Board Projects, FY 95-06

	Sub-Objective
	No. of objectives rated by IEG
	No. of objectives rated moderately satisfactory or better
	Rated moderately satisfactory or better (%)

	Management capacity building
	64
	39
	61

	Environmental management
	22
	14
	64

	Monitoring and evaluation
	8
	3
	38

	Maintenance
	47
	25
	53

	Training
	21
	11
	52

	Planning
	18
	14
	78

	Technical issues
	20
	17
	85

	Studies & safety
	19
	13
	68

	Restructuring, decentralization & regulation
	32
	20
	63

	All institutional development
	251
	156
	62


Source: Bank data

Over half of the African countries that have made only limited progress in the transport sector are also fragile states (formerly called low-income countries under stress, or LICUS) and many are also in the lower rankings of the 2006 Corruption Perceptions Index. While the share of lending and trust funds to fragile states in the Africa region relative to their population is higher than other regions, IEG estimates that fragile states in the Africa region have the lowest number of Bank analytical and advisory (AAA) service products per country and a lower share of the administrative budget. The International Development Association (IDA) performance-based aid allocation mechanism has moreover meant that IDA financing has been a relatively limited source of aid to fragile states. Nevertheless, according to a 2006 IEG evaluation of fragile states some experts believe that the potential returns from aid in such states can be extraordinarily high if a policy turnaround is achieved, even though the risks of failure are also substantial. Selectivity and a clear strategy are obviously important. Liberia is a case where the recent changes in government have presented an opportunity to seek a major reversal in the economy and the transport sector is seen by the government and the Bank as pivotal to that effort. Such opportunities for fast-track assistance should be further monitored. 
5.4 Concluding Remarks
The Bank’s encouragement of greater private sector involvement in the transport sector where feasible is supported by this evaluation’s findings. International experience generally, and Bank experience in particular, indicates that there is ample evidence that such participation has usually led to significant improvements in transport sector performance in both industrial and developing countries. Even when countries prefer not to opt for full privatization in favor of more modest models of private sector participation such as the creation of corporate agencies significant progress can be made to ensure that such organizations run like businesses. 
There is, however, still a long way to go. A recent evaluation (European Commission, 2004) observed that ensuring adequate maintenance of the road networks in the poorer developing countries is still work-in-progress since most road funds do not yet collect sufficient revenues, while insufficient capacity in domestic construction industries is a continuing problem. Performance contracting, nevertheless, is an unambiguous success story in countries with reasonably strong works departments.
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