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SECTION 1
Introduction
This report has been commissioned by DFID through the Evidence on Demand helpdesk
facility to summarise the global experiences of Road Authorities (RA) in order to inform
DFID’s support to the infrastructure and transport sectors in Afghanistan. The report
describes:
global experiences of countries that have set up RAs, looking at advantages,
disadvantages and pitfalls to be avoided;
issues related to the setting up of ring-fenced Road Funds (RF);
options for institutional arrangements; and
an indication of time needed to implement the changes.
In this report the term Road Authority (RA) is used to note an organisation that has been set
up, by a government, as a separate body, with responsibility to manage a defined network or
category of roads (e.g. highways, urban, rural). RAs are generally created to replace
predecessor roads departments of a line ministry and are intended to be more customeroriented and commercially minded. RAs can be created by a range of legislative
instruments (e.g. ministerial order or decree or by an Act passed for the specific purpose).
More than a hundred RAs have been established around the world (author’s estimate). The
main focus of the report is on the issues and experience relevant to the establishment of an
authority responsible for the strategic, or core, road network linking a country's main
economic centres.
Following a rapid desk based study of evidence the author identified an evidence gap in the
systematic evaluation of the overall performance of newly created RAs. A few partial studies
are available and are referred to in this report. This lack of analysis may be because no two
RAs are identical: each RA is shaped by a particular set of circumstances, making
comparison difficult. The report has been based on the author’s professional experience,
making reference to concepts of best practice, developed mainly by the World Bank in the
1990s, as part of the Road Management Initiative (RMI).
This report reviews some of the principles that underpin successful establishment of RAs
and some of the key issues that need to be addressed during the process. Experience from
around the world, that has been gathered over nearly 20 years, indicates firstly, that no one
size fits all; and that a combination of elements needs to be in place, at the right time,
working in a coordinated, harmonised way, to create suitable conditions for success. The
interplay and interdependence of the various factors is important: none will be effective in
isolation. Providing additional finance, or creating a new RA, will not, alone, solve the
underlying reasons for ineffective road maintenance. The introduction of new organisational
structures needs to be coordinated with appropriate new regulations and procedures
(applicable to all organisations involved in the process) and supported by appropriate
capacity building measures (again, targeted at all entities involved). If a new, autonomous,
RA or RF, for example, is established, there will be implications for the day to day activities
of ministries of communications and transport, finance, revenue authority, private
contractors, etc.
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Section 2 of this report provides a brief summary of the Afghan context to date in setting up
an RA, Section 3 provides an overview of the rationale for setting up RAs; Section 4 looks at
some of the features of successful RAs and the advantages, disadvantages and pitfalls
associated. Section 5 looks at issues related to RFs. In Section 6 institutional options are
reviewed and a possible timetable for implementation is set out in Section 7.
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SECTION 2
The Current Afghan Context
Afghanistan is now emerging from more than 20 years of conflict. Massive investments,
supported by Afghanistan's development partners (particularly USAID and the ADB), have
been made in rebuilding and rehabilitating the country's road infrastructure, particularly the
strategic routes that link the country's main economic hubs (as shown in figure 11).
Afghanistan has an estimated 3,200 km of regional highways, of which the majority is related
to "ring road" linking Kabul, Kandahar, Mazar-e-Sharif and Herat. Overall, the road network
comprises approximately 46,000km of regional, national, provincial and urban and city roads
and 87,000 km of rural roads2.
Figure 1 The Strategic Road Network in Afghanistan

At present the Ministry of Transport and Civil Aviation has overall responsibility for the
Afghan road network, with other Ministries (e.g. the Ministry of Public Works, the Ministry of
Rural Rehabilitation and Development, and the Ministry of Urban Development) having day
1
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USAID, 2009
Islamic Republic of Afghanistan, 2008a, p94 and 2008c, p119

to day responsibility for specific parts of the network. Afghanistan's Transport Sector
Strategy (contained within the Afghan National Development Strategy (ANDS) 2008-133) set
out the need for a fiscally sustainable system for maintenance and its intention that
governance of the transport sector shift from direct ministerial control to a system where
ministries set policy, carry out critical planning, implement regulations, oversee
management of the sector’s publicly owned assets (including roads) and contract out as
many activities as appropriate to the private sector. The establishment of a RA was a
specific aim of the ANDS4.
A high level "Conference on the Management and Financing of Roads" was held in Delhi in
June 20105, at which senior officials from the Afghan Government, leaders from the private
sector and international road sector reform experts discussed best practice and drew up an
action plan for the creation of an independent RA. In August 2013 the Government of
Afghanistan gave Cabinet approval to take forward the legal and institutional arrangements
to establish a RA. An outline timetable was drawn up as part of this process:
Figure 2 Outline Timetable for Establishment of RA in Afghanistan
2013

2014

2015

2016

2017

2018

Process to Establish Road Authority
Cabinet Approval
Assessments conducted
Agree road map
Design for Establishment and operation
Parliamentary approval of Plan for RA
Implementation of Plan
Road Authority established
Capacity Building of Road authority
Capacity Building of Associated Institutions

3
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Islamic Republic of Afghanistan, 2008c
See Volume II, page 47
"Conference on the Management and Financing of Roads", Delhi, June 14-17, 2010, USAIDsponsored.
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SECTION 3
Rationale for a Road Authority
In most countries the core network represents a small percentage of the total road network
(by length) yet carries the majority of the traffic volume (vehicle-km), which is responsible for
a major proportion of a country's economic activity. In the UK, for example, over 33% of
road traffic is carried on just 2% of the roads (the 4,300 mile core network6). In India,
approximately 75,000km of national highways, a similar percentage of the (3.34 million km)
total roads network, is estimated to carry 40% of the traffic.7 A country's core road network
represents a large proportion of its physical infrastructure assets. To sustain these roads in
proper working order over the long term, regular routine and periodic maintenance is
needed. The cost, for most countries, of replacing the network (if allowed to deteriorate) is
unsupportable, maintenance is too important to leave to chance.
The earliest RAs were created in the 1920s, but the process accelerated greatly in the early
1990s and over a hundred have now been established, in all corners of the world. Much of
the impetus for road sector reform came from the Roads Management Initiative of the World
Bank in Sub-Saharan Africa and similar initiatives in Asia and Latin America.8 They were
stimulated by a need to respond to a startling level of deterioration of road infrastructure,
despite massive investments in construction and rehabilitation of highways by the
multilateral financing institutions.
The principle was to manage roads in a more commercial, market-oriented way, thus
encouraging a more disciplined, efficient and innovative approach. Whereas formerly, roads
departments had been directly responsible for commissioning and undertaking works, and
reporting to the Minister on performance, it was understood that a separation in roles
between client and provider was needed, to encourage accountability and a more consumeroriented approach, improving management practices and changing the way maintenance of
road infrastructure was financed. The experience since the early 1990s has been rather
varied, with RAs working in a range of institutional frameworks (differing degrees of
autonomy, financing arrangements etc.). Pinard (2012) assessed the performance of RAs in
seven countries in Sub-Saharan Africa and found that the proportion of paved network in
good condition had increased more in countries with a commercially run RA than in those
where the RA continued to operate as a Government Department under the direction of its
parent ministry.
Many parallels can be seen between the experience of road sector reform in Sub-Saharan
Africa and South Asia. Rohatgi et al (2011) undertook a review of RAs in five countries in
South Asia (Sri Lanka, Bangladesh, Nepal, Pakistan and India). A further 17 RAs operating
at State level in India were also reviewed. It was found that the creation of new institutional
structures was not automatically matched by performance. 92% of RAs studied were
effectively "government departments" reporting directly to the Minister and only 8% indicated
that their organisation was a public entity with a higher degree of autonomy. Their analysis of
performance ranged across seven areas:
6
7
8
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Department for Transport, 2013a
Government of India, 2011
See Heggie, 1995; Heggie & Vickers, 1998; Schliessler & Bull, 2004; World Bank, 2013

Mandate, policy and legal framework
Planning
Capacity
Efficiency
Quality of Road Network
Private Sector participation
Governance
There is a wide variation in the way structures are set up, with authorities around the world
enjoying varying degrees of autonomy. This can be a reflection of the degree to which line
ministries (and particularly ministries of finance) are prepared to relinquish control in
practice; or of the competence of the organisation itself to transform into a professional,
commercially-aware institution, able to function in a well regulated and governed operating
environment. In the following sections this report looks at how the institutional, governance,
legal and financial frameworks influence success.
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SECTION 4
Features of a Successful RA
Some basic principles that underpin good practice have been identified. In this document,
reference is made to four pillars or 'building blocks'. These principles were promoted in the
1990s by the World Bank, which supported an extensive programme of road sector reform
(the Road Management Initiative, or RMI9) at that time. The World Bank Technical Papers
covered many of the aspects of setting up RAs and RFs in the 1990s. The Bank also
gathered an extensive knowledge base which is still available for reference on the Bank's
website10 (though it has not been updated recently). Although the shape and form of RAs,
and the circumstances in which they operate, varies widely around the world, the four
principles underpinning successful reform still hold. These are:
1.
2.
3.
4.

Clear responsibility
Create Ownership
Stable Financing
Strong Management.

These principles will be used in the report to help frame the discussion of possible scenarios
the Afghan Authorities can adopt:
1.

Responsibility: Clear definition of which agency is responsible for which parts of the
network and how they will be managed is needed. It is sensible to set up a dedicated
authority to manage the strategic highway network. But it is also necessary to make
clear how the remainder of the network (around 40,000km of national, provincial and
urban roads and 87,000km of rural roads) will be managed - and importantly, how
they will be financed. For network responsibility to be assigned, an up to date road
classification will be needed, so that precise details of which sections of the road
network the respective RAs (at national, regional, urban, provincial and district level)
are responsible for. This needs to be supported with an up to date road inventory
and road condition survey. The new roles of the Ministry will need to be explained to
staff. It will be a major change from having overall responsibility for delivery to a more
strategic, policy development and regulatory role. The various road agencies (of
which the RA would be one) will have a duty to deliver a standard of service to their
parent ministry. The RA in turn will have a clear Client role with respect to its
suppliers (contractors and consultants). Responsibility for other areas of road
operation - such as axle load control or more general road construction standards also needs to be clearly defined. Cooperation with those responsible for
enforcement will be needed to protect the road asset. Issues of training, legislation
and institutional responsibility will all need to be looked at in the detailed studies
planned for 2014.

2.

Ownership: If the new institutional set up is based on the establishment of a system
of road user charges, road users will need to be able to exert pressure on the
management of the RF or RA. The principles underpinning this are discussed in

9

Described in more detail in Heggie and Vickers (1998) and Heggie (1995)
http://www.worldbank.org/transport/roads/inst&sm.htm
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papers published by the World Bank and Asian Development Bank.11 If the Ministry
will no longer have direct administrative control over the activities of the RA, the RA
will therefore need some sort of independent overview of its operations, the CEO will
need to report to a Board that monitor and assess performance on a regular basis.
Provisions for the creation of oversight Boards are typically contained within enabling
legislation. The details for this would be worked out in the preparatory studies
mentioned. Membership of such a Board should typically include a strong private
sector representation, on behalf of road users, but also to ensure some level of
independence from the state. Once the authority is operational, capacity building will
be needed for Board Members to understand and fulfil their role. Boards of this type
are not always as effective as desired.
3.

Finance for road maintenance needs to be adequate and reliable, whether routed
through a dedicated road fund or from general revenues. This is discussed as a
separate item in Section 5.

4.

Management: Efficient management systems and procedures need to be put in
place for the new RA, but also all the organisations with which it will interact. Studies
need to be carried out to look at all aspects of operation, design of the organisation
and preparation of a time-bound, costed action plan for the transition process.
Capacity of contractors and consultants will need to be adequate, to comply with the
procedures set out by the new RA. Detailed studies need to be undertaken and
proposals drawn up for the organisational design and action plan in a number of
areas; e.g. institutional and legal frameworks, financing, training and capacity
building. Activities required will include: contractor training, definition and use of a
wide range of performance indicators, data collection, project management, physical
progress measurement, financial management and accounting systems, audit
arrangements, governance etc. Capacity development in long, medium and short
term maintenance planning (within available financial envelopes) will also be
required, as well as coordination with those responsible for financing, budgeting,
monitoring and evaluation. Issues of recruitment policies, skills and professional
development and competence will also need to be addressed.

Advantages of Road Authorities
If the principles that underpin good practice are implemented successfully, RAs can offer
several advantages:
Focused operating environment
The creation of an autonomous RA can provide a more focused and business-like
environment in which to operate. If structured in the correct way, the CEO should
have a degree of freedom to hire and fire staff and set up the organisation to deliver
the targets. RA performance should be judged on delivery of outputs and outcomes,
rather than inputs. A set of Performance Indicators should be formally agreed and
documented (e.g. in an annual business plan). Framework Documents, such as
those used by the UK Highways Agency12 can set out the accountability and key
relationships between the Authority and its parent ministry and would describe the
supporting governance arrangements.

11
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Heggie and Heggie & Vickers op cit; Allan & Caday, 2003
See example in Department for Transport / Highways Agency, 2013
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Clearer accountability
If set up well a RA can have a clearer line of responsibility for road maintenance: the
public know who to contact; the media can hold the authority to account. Strict
guidelines within which RAs operate will need to be defined (in legislation,
regulations and procedures) and implemented to safeguard the spending of public
funds. Transparency can also be improved with: reporting of budgets allocated, work
carried out, tenders issued, contracts let, monies spent, condition of roads,
satisfaction surveys etc. The RA will essentially become a procurement and
contracting organisation, so needs to have highly qualified staff, able to take the
appropriate decisions. If properly set up, the RA should be able to:
Encourage competition
Encouraging competition, which in turn pushes down prices, increases value
for money. However, competition cannot be assumed. Extensive capacity
building and policies that promote contractor participation in the sector may
be needed.
Encourage Small Contractors
A RA can be used to promote national policies, e.g. encouraging small
contractors, by packaging procurement contracts appropriately. This has
been done in South Africa through the South African National Roads Agency
Limited (SANRAL), where previously disadvantaged groups are actively
encouraged to bid for work13.
Encourage Innovation and Initiative
Competition should also encourage innovation as contractors seek to find
more efficient ways of delivering a defined service at lower cost. With the RA,
initiative can be encouraged within the workforce. This will depend on the
management style of the CEO, but a more commercial style of management
will aim to recruit, and retain, motivated individuals, and reward effort. There
is a need to move away from a more traditional top-down culture where there
can be a fear of taking any decisions, or making mistakes.
Reduce excessive staffing levels
Staffing structures should be based on a functional requirement rather than
historical levels. While reaching the appropriate levels will be disruptive, the
organisation will, in time, be able to function more effectively.

Disadvantages of Road Authorities
There may be teething problems early on in the process of developing a RA:
Redundancy - or redeployment- programmes
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Pinard, 2012 p52, box 3.1

Redundancy or redeployment programmes may be needed if the RA is not to simply
be a new version of the existing Roads Department; jobs need to be linked to
functional needs of the organisation. Some of the staff not needed in the new
organisation may be able to be redeployed into new roles within the sub-sector. Staff
of works units or force account units, for example, could be encouraged to set up as
private contractors.
Ministry Challenges
The change in function of Ministry can cause difficulties for some of its staff. Much of
the Ministry's day to day responsibility for planning and spending budgets,
procurement etc. will devolve to the RA. This can result in a perceived loss of
influence. Explaining the new role and its importance - and keeping Ministry staff
motivated in their new situation can be a challenge. As with the RA, as part of the
planning and transition process there may be a need to sensitise staff; and where
necessary, re-shape and re-size the Ministry to reflect its focus on its core functions.

Pitfalls to be avoided
When any of the key building blocks are not in place or properly designed, various situations
can arise. Particular situations that need to be avoided include:
Capture of Boards
Capture of Boards by "the usual elites” depends to some extent on the nature of the
legislation put in place to establish the RA: how clearly and unambiguously it sets out
the terms. For example: does the President appoint Board Members; how much
private sector representation is guaranteed; how involved in process is Civil Society
etc. Issues of conflict of interest, and also the capacity to understand what and how
a RA or RF is supposed to operate, and how to measure performance, need to be
addressed.
Inadequate Capacity of Staff
It is important not to underestimate the amount of investment in capacity of staff and
officials at many levels. As the Client-Provider relationship is put into place between
a Ministry and RA; between the RA and its suppliers; possibly between the RA and a
new RF organisation, great emphasis is placed on the ability to measure and hold to
account. Common pitfalls include:
Inadequate capacity of staff to carry out audits. RAs are essentially
Contracting Organisations. They must have the ability to check the quality of
the work being carried out by their agents (contractors, consultants).
Autonomous RFs operate at a further level of remove from the works being
carried out. Their staff need to have the ability to audit the performance of the
RAs. Practical performance indicators need to be determined; and the means
and techniques by which they are measured, worked out.
Inadequate Capacity to hold to account. Where errors are found, the RA
needs to have the power to hold those responsible to account. This is
perhaps more an issue when a RF has been set up. Where the "agency" not
performing (e.g. a district or urban council, acting as a RA) is very much part
of the state sector, it is not easy for the RF as "client" - to exert pressure to
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follow the rules. Sometimes "the deliverer" remains very close to the parent
ministry. This can make it hard for a RA to act as the "client".
Poor governance. Good governance is a key feature of successful road
sector reform. An active media is needed to highlight poor performance (and
highlight and praise good performance); the RA must have recourse to a
judiciary willing to hold poor practice (fraud etc.) to account. Road users can
play a key role in promoting good governance, but they need to be able to
articulate their voice effectively.
Lack of clear procurement procedures. The RA is - or will become primarily a procurement organisation. Procurement procedures need to be
clearly set out and followed. Extensive training (of potential tenderers as
much as RA staff) will be needed. There needs to be a clear awareness of
procedures to be followed, standards to be met, documentation to be
submitted etc. In many countries public sector procurement is heavily
centralised- and often unwieldy (and open to abuse). For a RA to function in
a commercial way it needs to be able to procure the services it needs to
deliver its programme. It may require a change in legislation for the RA to be
able to undertake Procurement (subject to appropriate rules and regulations,
and regular audit of its activities).
Lack of contractor capability. It is not enough just to create a RA; if it is to
act as Client (and get away from the old "command" structure) then the
Provider function also needs to be addressed. An extensive and multi-year
capacity building programme, linked to measures to encourage contractors
(small, medium and large) to bid for and win road maintenance contracts is
needed.
Unclear network responsibility. Despite clear lines of responsibility being
defined, they can sometimes be ignored in practice. One situation that can
arise is where the RA is designated as in charge of highways, yet there is
often a legacy responsibility to maintain urban and rural roads; and the RA
can come under pressure to continue supporting these areas (often as it
retains the skilled staff and equipment able to provide support). If the budget
is set up for highway maintenance, it should not be used for other purposes.
Dissatisfaction with new roles. As mentioned, there can be
misunderstandings by Ministry staff of the role of the Ministry under the new
arrangements. Once they were an integral part of the road development and
maintenance cycle, being involved in procurement, contracting, planning, and
supervision, responsible for large budgets. Under the new arrangements,
these functions become the responsibility of the RA. It can be very hard for
some Ministry staff to come to terms with what is perceived as a loss of
power, certainly influence. The Ministry needs to be sensitised to the more
narrowly defined, though strategic, role. They have to set policy and sector
strategy; define the regulatory framework and oversee performance. This
means a far smaller establishment; for staff to be effective in their news roles
attention should be given to the skills sets needed, and the appropriate levels
of remuneration required to retain staff of the appropriate calibre. Training
can be given in the new roles.
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SECTION 5
Use of Ring Fenced Road Funds
Key issues to be considered
Afghanistan is considering whether to establish an autonomous RF. This section looks at
some of the issues influencing whether and how to proceed. The references to further
reading cover many of the main issues in detail and it would be cumbersome to quote
excessively. Many countries operate very successful RAs but without requiring separate
RFs. In countries where the overall tax revenue is sufficient to cover all the competing
"spending" line ministry needs (e.g. health, education, defence, social security etc.), and the
road sector can be confident of receiving a predictable, adequate budget for maintenance
and development works, year on year, then a dedicated road fund is not necessarily needed.
Many western European nations (e.g. Sweden, UK, Germany etc.) finance road
maintenance from general revenues and allocate budgets annually, albeit within the
framework of a longer term financing and development plan.
Where funding is erratic, and allocations to the road sector frequently fall below the level
needed to maintain roads properly, the network can quickly deteriorate, leading to the need
for eventual infrastructure rehabilitation, costing many times that of repeated and regular
maintenance. In many countries the traditional budget allocation process bears little relation
to what is needed or can effectively be spent, but is often based on what has previously
been allocated. Where this is the case, there is a strong case for creating an earmarked RF.
Earmarked funds can be set up and remain within the central budgeting system. China is a
recent example14. A new central tax was set up in 2009 which allowed a more coordinated
approach to road funding. Though centrally managed, it is based on road user charges
(mainly a fuel levy).
Over the years many "second generation" RFs have been set up15. These attempt to put
roads on a "fee for service" basis, treating roads as a utility (similar to gas, water, electricity,
etc.), explicitly linking charges for use of the road (e.g. via a levy on fuel) to the wear and
tear on the road network. As long as these "second generation" RFs observed certain
principles of fiscal responsibility (described in a paper by a senior IMF official at the time)16,
ministries of finance would be prepared to sanction them. It has also been recommended
that the establishment of RFs be promoted by Ministries of Finance (rather than the ministry
responsible for roads) in order to set out clearly the parameters to ensure fiscal
responsibility.17
With the exception of bridges, tunnels or high traffic volume roads, which can impose tolls, it
is not practicable to charge for use of public roads at the point of use (unlike the utilities
mentioned). Therefore a proxy charge needs to be made. Levies on fuel and vehicle
licence fees have proved to be useful examples of easily collectible road user charges
forming the basis of a dedicated RF. They can guarantee a more reliable flow - and
14
15
16
17

ADB, 2012
See Metchies, 2005; Heggie, 1995, ADB, 2003, Heggie& Vickers, 1998
Potter, B., 1997
Allan & Caday, 2003
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quantum - of funds, which enables long term road planning (which is not always the case
with national budgets). For its part, the RF must be able to demonstrate that it is spending
public monies in an effective, efficient, transparent and accountable way (and thus keep
political pressure at bay). This will require a high level of training and capacity building, not
only in the RF, but all associated organisations (the RA, Contractors, Auditors, Petroleum
Companies (who pay the fuel levy on behalf of drivers) etc.). Donors could support the
phased introduction of a new RF over a number of years, gradually decreasing their level of
support as the income of the new road fund increases. The levels of income required
should be closely linked to the estimated expenditure required by the RA to maintain the
network on a sustainable basis. It also needs to be linked to the ability to spend; this could
require a phased introduction: as the capacity of the RA to process the contracts, and
contractors to tender for and carry out work to an acceptable standard, increases.
Since axle loads are normally the greatest cause of wear and tear and damage to the
pavement, the level of vehicle licence fees for heavy trucks should reflect this. Fees should
ideally be set at a level that bears some relation to the wear and tear that truck users impose
on the pavement. This is often a sensitive subject, and will require support from trucking and
bus operator organisations to implement (without their support, major price rises can be
impossible to implement). A phased rise in vehicle licence fees (e.g. over a ten year window)
can be one way of introducing charges that share the cost more equitably. Ineffective
control of axle loads is a major cause of pavement degradation and should be addressed in
the studies planned for 2014.
Though set up as "independent funds", with an independent oversight Board etc., in practice
many RFs remain under the control of the Minister. There is a need to ensure high levels of
accountability, transparency and governance in the operation and maintenance of such
funds to ensure that fiscal discipline is observed.
Building capacity in all the areas of road-fund-related operation will clearly present a
challenge. Staff of the RF; of the RA; of other road authorities (e.g. provincial, district, urban
councils) will need to become competent in many areas, and will need to learn new skills,
procedures, reporting requirements etc.
Audit will be an important feature. Not only the technical skills required (and the training
involved) but issues of security, safety and independence of staff carrying out audits need to
be reviewed. Audits at several levels will be needed: procurement processes, financial flows,
physical works, contract administration etc.
Procedures to be followed by contractors working for RAs, need to be set out and training
given. Standards of reporting, measurement of work etc. need to be followed. Though the
RF would not pay contractors directly, the Fund would need to audit that procedures had
correctly been followed. With the large amounts of (public) funds involved extremely robust
systems of control, reporting and audit need to be in place to retain public confidence in the
performance of both the RF itself and the RA.
The change from more time and cost-based contracts to output and performance based
contracting will itself present a challenge. This would be the responsibility of the RA to
implement and oversee, but as payments would be related to that performance, the RF will
have a clear interest in effective implementation of new ways of contracting. As in a number
of other areas, sufficient time and investment in capacity building will be needed to allow
competence levels to improve over time. The RF transition plan will need to allow time for
standards to rise.
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RF Oversight Boards need to be independent and free from interference. Enabling
legislation has to reduce potential for political interference. Who appoints members? How is
the Chairman appointed? Attention needs to be given to training Board members.
The nature of the formal agreements between RFs and RAs can be a major cause of
misunderstanding and conflict. The nature of future relationships between a RA, Ministry
and RF need to be agreed with clearly defined lines of responsibility, reporting; and
procedures to indicate who is responsible for what; and how performance is measured.

Afghanistan Road Fund Study Requirements
In Afghanistan a study will be needed to estimate reliable levels of road sector revenue (year
on year) that can be guaranteed from the consolidated fund. The study should analyse the
actual budgets and disbursements over the past five years and how much has actually been
spent on works; with a clear distinction between spend on periodic and routine maintenance
and new roads or rehabilitation. If the tax-based revenue cannot be predicted with certainty,
then a dedicated RF does appear to be a realistic option, as has been the case with several
of Afghanistan's regional neighbours.
The study should also look at the proportion of revenue generated by road users, to
establish that the Fund could be "self-financing". It is important that diverting funds into a
dedicated fund in this way does not disadvantage other sectors of the economy (and distort
the allocation of public sector resources18). Many of the "second generation" RFs set up
since the 1990s have attempted to comply with this principle - basing the initial road user
charge on existing payments by road users (through the tax system - e.g. duty on fuel) and
designing the fund as a "charge" directly related to use of the road system. Once the fund is
set up, then increases in the road user charges can be negotiated (e.g. with the Ministry of
Finance) but remain off-budget. In practice, in many countries around the world, this
distinction can become blurred. The initial study should set out very clearly the way the Fund
should be structured - which, once approved by all key stakeholders, should be incorporated
into legislation.
The study will need to look at the practicalities of collection of the road user charges.
Although some fuel duty may be collected at present; and some vehicle licence fees
collected, an assessment of the efficiency of collection should be reviewed. How efficient
are the revenue authorities at present? What levels of "leakage" currently occur? How much
of what is collected actually reaches the exchequer etc. What are the relationships with the
petroleum importing companies? How quickly do payments move?
The provincial aspects of the fund operation should also be discussed in the study, covering
local collection of vehicle licence fees and transit fees for example.
Finally, another key element of the RF study will be to provide realistic estimates of road
expenditure required over a ten-year period. This will make reference to current levels of
expenditure, but also needs to take an objective view of expenditure required, assuming that
the RAs are able to operate in an efficient way. Expenditure needs to be broken down into
estimates for routine maintenance, periodic maintenance, upgrading and rehabilitation. The
fundamental principle underpinning a RF is to protect the asset - therefore adequate and
well-targeted spend on maintenance must be the first priority.
The establishment of both a RA and RF will require a high level of capacity building and
strengthening governance. To create a Fund at the same time as an Authority may be
18

Potter, 1997 discusses the IMF view on the World Bank initiative
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ambitious. Where capacity is lacking, the risks of fraud and incompetence will be high, both
at operational levels, and at those of oversight (Boards). Activities exposed to risk include:
reporting, integrity, audit, performance measurement, etc. The various detailed studies to be
carried out in 2014 should investigate all these areas.
The studies also need to provide a design template for the institution, and a detailed
transition plan that indicates how, where and over what period capacity building will be
provided. Some indication will be needed of the measures to be taken to counter the areas
of weakness. Planners may not expect the institutions to operate at 100% effectiveness on
day 1, but a phased transition should set out what standards of performance should be
expected over a 5 to 10 year perspective.
Several of the documents referred to already discuss RFs as well as authorities. UN ESCAP,
(2005) provides further review of experience of RFs in Latin America, India, Nepal, Pakistan
and Tanzania.
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SECTION 6
Options for Institutional Arrangements for
Afghanistan
There are many options on how to set up an autonomous RA. Experience from around the
world show that many are not, in practice, completely independent. Roads are a public
good, and the state has a duty to ensure that the public good is protected. In practice,
greater independence can be achieved where there is: a well-structured legal and regulatory
framework to govern business within the sector; a mature contracting industry with wide
experience of performance output and performance based contracting; a secure rule of law
(particularly in enforcing contracts), a trusted judiciary; a lively media and engaged civil
society. Adequate and predictable financial flows need to underpin the contracting activity.
Contractors will only invest in equipment, staff (and staff training) and tender for work if they
can expect a guaranteed flow of work; and get paid on time.
If a dedicated RF is set up, there will have to be considerations of the need to channel a
proportion of the funds raised to other RAs, including the Highway Authority, responsible for
the strategic highway network; and other agencies responsible for the upkeep of urban roads
and provincial and district roads.
It is essential that all components are taken into consideration. A RA does not operate in a
vacuum. For a RA to be able to act as a client there needs to be a body of consultants and
contractors in the market place. Without genuine competition among suppliers, it will be very
hard for the Client organisation to put pressure on them to provide value for money.
It should be noted that many countries in Sub-Saharan Africa are designated as Fragile or
(recently) Conflict Affected States; and much of the experience gained is of clear relevance
to the Afghan situation. While countries like New Zealand are often held up as examples of
best practice, it is useful to be realistic and pragmatic when setting targets and objectives.
The UK's highway management system is now quite sophisticated, with (private sector)
Management Agents managing sections of England's highways - typically for a period of
about five years. The present arrangements have evolved gradually over the past 25-30
years as the necessary degree of competence and trust (on both sides of the contract) has
built up with experience.
It must be stressed however, that the creation of a RA is often just the first step on a long
journey. It will take time, effort and political will to build capacity and gain the experience
needed to fulfil the new functions in the many road and road-related institutions. Figure 3
illustrates a transition pathway for reform described by Talvitie (1996) (amended by Dunlop
1998):
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Figure 3 Transition Pathway for Reform

Phases in Road Administration Reform
Phase I

Phase II

Phase III

Phase IV

Phase V

Phase VI?

Public Works
Dept.

Identify
client and
deliverer

Separate client and
deliverer
Establish road board

Corporatise
deliverer

Corporatise
client

Privatise
client ?

Decreasing government involvement

RAs in countries like New Zealand, Australia, Sweden and the UK enjoy a high degree of
autonomy from ministerial interference in the day to day operations. In the case of the UK,
the Highways Agency runs its own operations (as well as that of its suppliers) on very
commercial principles (e.g. the Agency has to comply with a Framework Document (setting
out all the performance criteria) drawn up between it and the Department for Transport. The
Chief Executive is appointed through a competitive process to a term contract). Many of the
Highways Agency's contractors also act as RAs, with formal responsibility for designated
parts of the road network19. Private sector firms bid for management contracts, which upon
completion are then re-tendered in open competition: a process which constantly
encourages innovation and value for money.
These may serve as a model for Afghanistan, but a range of experience can be seen. At the
other extreme, where institutional and management structures have not been fundamentally
changed, RAs have little true autonomy, functioning much like the Roads Department they
have replaced - with the Authority's Director often responding on a day to day basis to the
Minister (responsible for roads). If the Executive Director cannot take Executive decision it
will be hard to deliver the Authority's mission. If any of the four principles elaborated above
is not able to function, then the performance of the RA will be compromised.
International experience suggests that reform of the supply side (provider) needs to occur
before that of the demand side (client). Many countries with road departments or less
autonomous RAs often do have a reasonably active contractor industry. In many countries
of the former Soviet Union for example, many State Contracting firms have been privatised.
Over time, these new firms will begin to face genuine competition from the private sector as
new procurement rules begin to encourage new entrants to the market. This does require
several factors to be in place, such as reliable finance, appropriately sized procurement
packages and fair procurement procedures, which in turn offer realistic expectations of
workload and return on investment. As this develops and experience grows, it will be
possible to move to the next phase. The creation of genuine capacity and competition is
needed. In the Afghan situation, it is important that expectations are not artificially high. The
establishment of the RA would be the first step along a long path. Capacity to carry out
various levels of work needs to be built up over time. Genuine competition will only be
possible when there are enough players, across the range of contracting and consulting
services, in the market. This takes time.
Public Private Partnerships (PPP) are frequently discussed as a way of addressing public
sector budget constraints. They can be an alternative to awarding multiple, smaller
contracts. They are increasingly being used in the road sector to encourage the private
sector to take on some of the financial burden and risk of providing maintenance, for a return
(receiving payments from the RA) over an extended period (typically 25 or more years),
19
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See Highways Agency website (Highways Agency, 2013)

which also offers attractive profit margins. Two of these "super agency" arrangements are
currently being used in England at present (Highways Agency, 2013). It should be stressed
at the outset, that this would not be an option for Afghanistan at this stage. A very high
degree of contractor competence, experience, and trust between the Client and Contractor
needs to have been established for this option to be considered. A further aspect is that high
levels of competition need to exist - i.e. multiple potential and interested providers in the
market place to ensure that the Client (i.e. the taxpayer) gets genuine value for money. If
only a few providers bid for the work, value for money is hard to guarantee.

18

SECTION 7
Possible Timetable for Development of a Road
Authority in Afghanistan
The following timetable (see figure 4 below) aims to provide a more detailed description of
the key decisions that need to be taken, and over what sort of timeline. They have been
categorised into the main thematic areas discussed in the report. The intention is to broadly
follow the schedule shown in Section 1 but highlighting the separate thematic areas.
The studies foreseen for 2014 would need to provide the detail for many aspects of RA
design and of the transition to set it up. The main issues are:

Financing: determine required levels of expenditure, RF or budget allocations?
Institutional Relationships - with ministries, other road sector agencies (police,
engineers, works), donors, contractors, consultants
Legislation needed
Governance framework - road user representation, involvement of civil society,
media
Road Condition Surveys, Detailed road inventory
Pavement Management system and Asset management system
Detailed Organisational Design
Capacity Building of all parties involved in road infrastructure management and
financing
Procurement procedures and policies (e.g. encouraging new, small-scale contractors
into the market through appropriate packaging of lots)
Contracting methods - moves toward more performance and output-based
contracting
Contract Administration (for authority staff and contractors)
Financial management, accounting procedures
Technical and Financial Audit
Clear definition of role of ministry, contractors, consultants and appropriate training
Reporting requirements
High level conference to secure "buy in" at the highest levels for the measures
proposed
Design Road Map transition plan
Training for Board members
Issues of security have not been discussed at length in this paper, as they will be familiar to
most readers, but will clearly be an issue to be considered. Regular site visits, assessment
of project progress, measuring, reporting, monitoring and audit are all essential elements of
RA and RF activity; and free access will be needed to assure all parties that processes are
working. This aspect should also be included in the studies planned.
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Figure 4 A Possible Timetable for Development of a Road Authority in Afghanistan
Possible Timetable
2013

2014

2015

2016

2017

2018

Process to Establish Road Authority
Options to be revi ewed and approved
Detai led desi gn of approved option
Legislation introduced and passed
Operati onalisation of Road Authority
Conti nued Capacity Building

Detailed Studies
Financing - determine expenditure required; revenue needed;
Financing options: New Road Fund or rely on Budget al locations??
Decision in princi ple
Detai led desi gn of Road Fund organisati on and financing mechanisms
Decision and formal approval
Legislation drafted
Operati ng procedures
Legislation passed
Technical assistance duri ng Transiti on period
Capacity building of Staff, Board Members, associated organisati ons
Institutional Framework
Review instituti onal options
Define responsibili ty for parts of road network
Define relationships between RA, RF and other instituti ons
> public and private sector institution rol es and responsibil ities
> road user pa rtici pation, i nvolvement of civil society
Road Authority
Detai led desi gn of Road Authori ty organi sation
Legislation drafted
Operati ng procedures
Legislation passed
Technical assistance duri ng Transiti on period
Capacity building of Staff, Board Members, associated organisati ons
Procedures, Guidelines (for RF, RA and related organisations) to cover:
Detai led regulations, procedures etc. in (inter alia):
Financial Management, accounting,
Technical and Financi al Reporting, monitoring & evaluati on
Procurement, contract admini stration
Contracting, Tenderi ng procedures (for small scale contractors)
Technical and Financi al Audit
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