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Decentralisation, road maintenance and
public procurement in Peru
By Edgar Quispe Remón and Serge Cartier van Dissel, Lima Peru

1 The entire rural road system comprises 46,000 km
2 The tariffs vary according to topography, traffic volume, vegetation growth, etc
3 Inter-American Development Bank
4 The selection procedure involves pre-selection criteria such as poverty, female-headed households, unemployment, etc. The final selection is based

on exams, interviews or a lottery system, depending on the decision of the communities.

POLICY, INSTITUTIONAL AND LEGISLATION ISSUES

O
ne of the principle elements of

the Rural Road Programme in

Peru, is the use of a labour-

based routine maintenance system

based on micro-enterprises formed by

rural communities adjacent to the roads.

The programme started eight years

ago and is executed by PROVIAS

Rural under the Ministry of Transport

and Communications. The local

authorities  provide institutional and

financial support.

Of the approximately 28,000 km of

rural roads in the 12 departments in

which the project is operating1, 12,000

km have been rehabilitated and are

under routine maintenance. Once the

programme rehabilitates a road, it

immediately enters into a system of

routine maintenance. On average, each

micro-enterprise comprises of 12

members and covers a stretch of 25 km

of road, and receives US$ 750 per km2.

Another core element of the

programme is the decentralisation and

transfer of the rural road administration

to the real road “owners”–  the local

governments. Provincial Road Institutes

(IVP), promoted by PROVIAS Rural

and created by provincial authorities

through municipal decrees,  assume

this responsibility.

This article presents the Peruvian

experience in decentralising the rural

road maintenance system and the

contracting of road micro-enterprises to

the public in rural areas.

The rural context and the
procurement legislation
The employment market in the rural

areas in Peru is poorly developed or

non-existent. Labour is unskilled and

unorganised, resulting in severe

constraints for the contracting of routine

maintenance of rural roads. A necessary

first step is therefore to develop a cadre

of  qualified labour and/or create the

conditions for their development. On

the demand side, however, the main

problem is that only one contracting

agency for road maintenance exists,

making it an unattractive market for

local entrepreneurs.

The public procurement legislation

assumes that an ample market of

bidders exists, as is the case in urban

environments where the labour market

is better developed. It does not distinguish

between urban and rural settings.

Public procurement for road
maintenance
In this context of restricted labour

markets and legal constraints,

PROVIAS Rural uses direct

procurement i.e. one bidder. This

strategy seeks to promote micro-

enterprises  through legal exemptions

under the credit agreements with the

World Bank and the IADB3.

The process involves the

presentation of the programme to the

local authorities and communities

involved, the selection of the micro-

enterprise members by the

communities4, and the subsequent legal

constitution of the micro-enterprise,

resulting in a micro-enterprise

authorised to enter into public

procurement contracts. Consultants,

NGOs or consulting firms contracted by

PROVIAS Rural carry this process out.

Once operational, the micro-enterprise

members are given theoretical and

practical training on business

management and technical aspects of

road maintenance.

Under the national legislation, at

least three bidders would be required

for the contract amounts involved

(annual contracts), which would imply

that three road maintenance enterprises

are formed, in order to contract one of

them. However, as the procurement

contracts are signed under the credit

agreement with the Banks that provide

various exemptions with respect to

national legislation, this allows

PROVIAS Rural to apply a system of

direct contracting with only one bidder.

Decentralisation
With the decentralisation and

modernisation reforms that are taking

place in Peru, PROVIAS Rural aims to

gradually decentralise and transfer the
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road administration of all rural roads to

local governments.

This strategy seeks to:

i) Develop and create specialized

entities within the provincial

municipalities responsible for road

administration - the Provincial

Road Institutes (IVP5);

ii) Formulate road management and

investment plans - the Provincial

Road Plans (PVP6);

iii) Develop financing mechanisms

that guarantee the sustainability of

the road investments through

routine maintenance;

iv) Gradually decentralise road

administration based on the

heterogeneity in institutional and

technical capacity of the local

governments; and

v) Contract out local public

procurement to the private sector.

This implies not only the transfer of

funds, but also capacity building to

achieve efficient and effective road

administration.

The process of rural road transfer

started in 2001, with a pilot in Arequipa

involving the creation of an IVP and the

development of a PVP. During 2003,

rural and departmental road

maintenance was transferred to 22

provincial governments and 12 regional

governments. Currently over 533 road

maintenance micro-enterprises are in

operation, many of which are contracted

directly by provincial and regional

governments (235 in total). The

remaining micro-enterprises are still

contracted centrally, but will be

transferred to 15 provincial

governments together with the

remaining rural roads during the course

of 2004 and up to the end of the project

in 2006.

In order to guarantee and preserve

the system of road maintenance based

on promotion, training and direct

contracting of micro-enterprises, a set

of legal rules and conditions have

been introduced which are in force up

to 2006.

A recent presidential decree

stipulates that the system of routine road

maintenance with micro-enterprises

formed by local inhabitants be

preserved. It stipulates that by exception

for the period until the Rural Road

Programme ends and whilst labour

markets and contracting modalities are

being developed, local governments are

requested to maintain the contracts

with existing micro-enterprises and

are authorised to apply direct

contracting modalities, as stipulated

in the credit agreement with the

World Bank and IADB.

Future agenda
With the end of the Rural Road

Programme in 2006, rural road

maintenance will fall under the national

public procurement legislation.

However, neither the public

procurement legislation, nor the

recently introduced law on micro and

small enterprises make a distinction

between rural and urban contexts, and

the related differences in suitable

contracting agents. PROVIAS Rural,

therefore, has another two years to

develop suitable contracting modalities

and to promote the emergence of a more

ample labour market. It is also

necessary to develop appropriate

legislation to incorporate the distinction

between rural and urban contexts,

particularly to enable contracting to

the relatively fewer existing agents in

rural areas.

In order to guarantee appropriate

funds for routine maintenance and the

survival of the micro-enterprise system,

maintenance costs which are currently

grouped with other recurrent costs i.e.

salaries, electricity bills, need to be

categorised as investment costs.

It is also necessary to develop and

consolidate legal organisational

modalities of the micro-enterprises, to

enable better correlation with local

communal traditions, especially in the

Andes region. Of particular relevance

is achieving an appropriate balance

between temporary worker rotation

allowing a wider distribution of income

and employment, and property rights of

the micro-enterprise owners to

stimulate savings and investment.

To promote local labour markets, it is

necessary to create a formal certification

system for road maintenance

entrepreneurs, which could form the basis

for a more general certification in

infrastructure maintenance. Such a

certification system would have to

include a training component as well,

incorporating technical, institutional and

business aspects.

For further information contact:
Edgar Quispe Remón:
Email: equispe@proviasrural.gob.pe
or Serge Cartier van Dissel:
Email: cartier@ilo.org

Routine road maintenance with microenterprises
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