Mortgaging the motorways
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To clear its growing maintenance backlog, the National Highway Authority (NHA) has reportedly decided to pledge highway and motorway assets to a consortium of banks to raise six billion rupees in loans. Justifying the move, the NHA chairman has been quoted in the press as saying that the Authority generates only Rs5 billion annually through toll collection while maintenance costs run to Rs8 billion.

The NHA also pays a hefty Rs800 million to toll contractors, which according to the chairman himself is “higher than the internationally acceptable level.” What the chairman did not say is that most of the contractors extracting more than the “internationally acceptable level” are none other than military outfits, namely the Frontier Works Organisation (FWO) and the National Logistics Cell (NLC). He complained of higher charges but refrained from mentioning that these very contracts are awarded on a single-tender basis and without inviting bids.

This is not mere hearsay. On December 30 last year, a question was asked in the Senate about contracts awarded without tenders to the FWO since 2001. It was disclosed that out of a total of 94 contracts secured by the FWO, 37 amounting to Rs11 billion had been awarded through open tenders while 57 costing over Rs25 billion had been approved without bids. Twelve of these no-bid projects were awarded by the NHA itself at a cost of more than Rs18 billion. Yes, between 2001 and 2005, the NHA awarded over Rs18 billion worth of projects to the FWO without inviting bids.

And the justification for this seemingly special treatment? “[The] FWO is awarded contracts on a single-contract basis because of its inherent capabilities which include a disciplined work force, large pool of equipment, and administrative and financial strength,” the official reply elaborated. One would have thought that given such advantages, the FWO could easily win contracts even in open bidding. Awarding it contracts worth billions without tenders is not a measure of the FWO’s strengths but of its weaknesses. Instead of blaming the contractor, it is the NHA that must be investigated. The Senate question was listed at the bottom at serial No 156. No supplementary inquiries could be made as the question hour had ended. A potentially huge scandal thus went largely unquestioned.

It has also been argued that the FWO is preferred and given work without bids because it is capable of working in difficult terrain where ordinary civil contractors are reluctant to venture. That may or may not be true. But what is true is that the FWO also received NHA contracts for building the Lyari Expressway (over Rs5 billion) and Lahore’s Bund road (Rs551 million) as well as for maintenance of the Islamabad-Lahore motorway (Rs138 million), to name just three contracts awarded without bids. To say that no private contractor was willing to bid for these projects is offensive even to the meanest intelligence.

The NHA not only awarded toll collection contracts to the FWO but went out of its way to cancel existing private contracts and give them to the FWO and NLC. On December 26 last year, a question was asked about toll contracts in the hands of private operators. A shocked Senate learnt that two private contracts had been cancelled and awarded to the FWO and NLC. One reason given for the cancellations: “There was rough handling at toll plazas and transporters started complaining about the dealing of toll operators.”

If that was indeed the reason, why was another operator’s contract not cancelled when its men allegedly tortured and killed a bus driver on April 15, 2006, near Kamalpur on the Faisalabad Motorway? The toll operator, the FWO, initially remained silent but later admitted “a few hot words were exchanged between a plaza employee and the bus driver,” adding that “during the discussion the bus driver fell down unconscious and was rushed to the hospital but died en route.” Nothing happened and the operator continues collecting toll tax. Who will believe that the NHA is so deeply concerned about operators’ behaviour that it even cancels their contracts?

Information about toll locations on national highways and motorways and the contractors appointed for collecting such tax was obtained through a Senate question on May 31 last year. Toll tax is being collected at 54 locations on various highways and motorways. These include the N-9 superhighway, N-5 Karachi-Lahore section, N-5 Lahore-Torkham section, Lahore-Islamabad motorway and the Pindi Bhattian-Faisalabad motorway, among others. According to information placed before parliament, the toll operator at all these locations is either the NLC or the FWO.

For a long time, defence services personnel were exempt from payment of toll tax, even when travelling in private vehicles, while serving civil servants using official vehicles were not. It took a long parliamentary struggle to end the discrimination and bring defence personnel travelling in private vehicles under the toll-tax net. But even now official vehicles belonging to civil departments are required to pay tax but military vehicles are exempt. Why?

Not all is well with the NHA itself. Over two years ago, the then minister, Ahmad Ali, publicly spilled the beans about his own department and his helplessness in terms of correcting the situation. Instead of ordering an inquiry into the allegations, the minister himself was removed from his position and is now cooling his heels in the Senate.

The NHA has been allocated Rs52 billion under the PSDP in the new budget for 52 road projects in addition to Rs4 billion for development schemes. It now plans to pledge motorways to raise another Rs6 billion through bank loans which will be repaid over seven years at 2.5 per cent above the going interest rate. For the banks that will lend the money, this means a windfall of Rs150 million a year for seven honeymoon years over and above normal interest. Make hay while the sun shines.

Raising loans from favoured banks will only increase the NHA’s liabilities. That is not the solution. Instead the government ought to ensure that contracts worth billions are not doled out without open bidding and that the rates charged by toll collectors do not exceed “internationally acceptable” levels.

It should withdraw tax exemptions for all official and private vehicles whether civil or military, enforce accountability in the real sense within the NHA and make no exceptions under the questionable pretext of “honest mistakes made in good faith”, as was done in the case of the purchase of railway locomotives. Therein lies the solution.
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