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A. Seclor Overview

1. Fiji LompilSCS about 330 islands, of whi¢h some 105 are
inhabited. The country's territory, with a total land = area of
18,300 sq Km. is scaLtored over 150,000 sq km of ocecan. The two
largesl islands, Viti Levu {10,400 sq km) and Vanua Levu (65,500
sgq km), respectively account for 57 and 30 per ceunt of the land
area and 75 and 14 per cent of the country's ‘population  of

,000  {August 1888 census). About 35 per cent of the
populaLLon lives in ulban areas.

2. The FLJJ econony , while basically agrlcultural is more
diversified than the economies of manhy  other South {Pacific
developing island countries. In 1986, agriculture accounted for
24 per cent of GIP; agriculture is domlnated by sugar, which has
long been the main source of cash. income and . export  earnings.

Tourism and related industries have gained in jmportance since
the 1960s and contribute significantly Lo the economy. 1In- 1988,
sugar and tourism respeclively accounted fTor 55 and 25 per cent
of total export earnings, with other major foreign exchange
earners being gold, timber and copra.

3. During the period 1979-1988, per capita GOP growth
fluctuated widely, reflecting increases in sugar. production and
exports on the positive side, and unfavorable price trends for
sugar and the adverse effects of drought and c¢yeclones on the
negative side. After veal growth in GDP in 1986 of 9 per cent,
political developments during 1987 causéd-a major disruption in
the economy. This disruption resulted in-an 7.8 per cent decline
in real GDP. Construction activities were hardest hit, shrinking
by 32 per cent. Sugar cane production declined by 29 per cent
and tourist arrivals declined by 26 per cent.. During 1988, tLhe
Governmenl expects a further decline in GDP in real terms of 1.8
per c¢ent; sugar production and tourism are cxpectcd to  remain
statiec. :

4, The demand for transport was growing quite strongly up

to 1987; +to cater to this growth, the Government .carried out
extensive improvement and upgrading of. infrastructure,

particularly roads, with this effort being maintained into 1988.
During 1987, the "“overall balance of payménts declined to a
deficit to US$30.0 million, comparecd with a surplus of [(S$834.0
million in 1986. Gross international reserves declined from
US$170.5 million in 1986 o US$§131.6 million in 1987. -Inm SDR
terms, [Fiji lost about one third of its forcign exchange
reserves., As a result, new capital works have .been delayed,
ongoing works have been slowed down, and periodic maintenance of
existing facilities has been reoduced, Routine  maintenance
activities, however, have been continued at about - pre-1987
levels.

5. hue to  the archipelagic nature of the country,
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transport infrastructure is of vital importance for both national
integration - as well as  basic economlc development. 'Fiii's
lecation in the South Pacific, between the continents " or
Australia and N01Lh America, provides convenient intermediate
ports for  shipping and airlines. Foreign-registered shipping
handles almost all Treight coming into and out of Fiji. Coastal
shipping ~is limited by coral reefs .surrounding the ' islands,
although interisland shipping is Lthe major mode of transporting

passengers and freight within the country. - There are Ltwo
international airports, one at Nadl and the other at Nausori
(near Suva); 22 smaller airports serve domestic tCtraflfic. The

Fiji Sugar_Corporatiou operates. 290 km of narrow-gauge vallway,
mainly to transport cane to the mills as well as to haul goods
and fertilizers between the mills, wharves, and farms.

6. . On the larger Iislands, road transport is the nmost
important  transport mode because of its greater (lexibility,
efficiency, dependability, and its lower cost. The role of road
transport has increased as the road network has becn improved and
ds the  scope of coverage 1s  expanded. Since independence,
Government policy has emphasized road transport ({under three
successive development pilans} to provide access between
conmmercial centers and developing areas and to open up other
areas wilh good development potential.

B. Planning, Coordination and Policy

T. _ The Ministry. of Communications, Transport and Works
(MCTW) ~ is . the agency primarily responsible for transport
coordination and planning. ©Overall planning coordination 1is
undertaken by MCTW, the Central Planning Office (CPO) of the
Ministry of Finance and Economic Planning and the Development
Committee, comprising relevant Permanent Secretaries and
Ministers. Such coordination ensures that transport sector
projects are appropriate in size, timing and location with regard
to thé specific physical infrastructure needs and development
goals of the Government.

8. Since the late 1960s, developmenit of the transport
scetor.. has been. mainly on a program recommended in a study
undertaken.- from 1966 to 1988 with UNDP assistance. The
recommendations under the program were largely implemented by the
early  1980s.. Recent -transport investments have -been confined
mostly to existipg Tacilities whose need for improvement is
readily evident, and to new road links needed to establish access
to areas displaying ‘gsignificant developmenl potential. Tao
maintain a sensible mix of road upgrading (on seciions that yield
high: economic xoturnq) and construction of new country roads
{(which provide basic access and increased rural welfare). While
at the same time properly maintaining the exlisting road network,
the Governiment prepared a road development program  for
implementation under the Ninth Development Plan (DP9; 1986-1990}).

DPg  provided for the upgrading of about 85 km of main and 90 Kkm
of secondary roads ‘to bltumen surfaced standards, and DPo
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provided Tfor the upgrading of about 85 km of main and-QO “km - of
secondary roads to bitumen-surfaced standards, and construetion
of about 350 km of country roads, as well as  significant.
improveménts in both periodic and routine maintenance. - .

C. Investment

9. National Government investmentffof roads and. road
transport administration between 1981 and 1987 - awounted.. to:. a
almost F$3148 million, averaging about F$21 million annualiy. .~ DBy

category of expenditure, 10 per cent was for administration, 34

per cent for maintenance, 51 per cent for capital works, and‘ &
per cent - for land’ transport Tunctions. “These proportions

remained relatively constant over the 1981-1987 period. Under

DP9, about 19 per cent of total Governinent capital: expenditure is

allocated to the transport sector, compared with 15 per ~cent

under the Eighth Development Plan. (DPB; 1981-1985) . ‘Although

“detailed expenditures for other modes are not readily ‘available,

the total expenditure for capital inveStment in: infrastructure

and wutilities was expected to increase from F$223 million  under’
DP8 to F$234 million - under . DPY. The transport share was

increased Ffrom 30 per cent of total expenditure for

infrastructure and utilities under DP8 to 38 per cent, or F$838

million, of planned <capital expenditure under pPra, road

construction and improvement was expected Lo account for about

F$80 million apd road maintenance expenditures about  F$40

million, . at 1985 prices. These figures  .demonstrate the

Government's continued thrust towards upgrading and expanding the

road network while enhancing road maintenance operations.

D. Roads and Reoad Trausport

10. Roads  under the administration of PWD are constructed’
to the specific minimum standard. These roads ‘are subdivided
into four categories: .main, secondary, country and residential.
In addition, there are other roads that have not been gazetied;
these are unproclaimed roads.l/ By 1987, +the country's road
network totalled to 4,777 km, cousisting of 1,307 km of main
roads, 844 km of secondary roads,. 2,803 km of country (rural
access) roads, 117 km ‘of residential roads, and - 108 km of
unprociaimed roads. Only 825 ki of the network -is paved to
bitumen-surface standards. {High priority was given under DP9 to
the construction of new roads that would provide basic access | to
isolated rural areas with potential for development, but because
of the recent econemic decline, construction of almost all new
roads is being deferred. Development in area served by existing
roads has expanded, with concomitant -Increases in traffie
volumes; these roads are being upgraded to ~provide all-weather

1/ Unproclaimed roads are those whibh havé not been prOciaimed
ag public roads, and published as such in the Government
Gazelte. i ’

- 92 -



access, Tto 1mprove transport rvetiability and  decrease vehicle
opgrating and road maintenance costs. Technical assistance Lo
he}p the. Govetnmcnt prepare & project comprising upgrading of
existing roads has been proposed.

11. - Inm 1987, the number of registered motorized vehicles
wvas approximately 58,700, excluding specialized agricultural and
industrial . vehicles and motorcycles. Registration figures,
however, includc vehicles thal have been scrapped or otherwise
 rendered inoperative, and those not licensed during the
particular year. Available data on vehicles licensed Por use on
public roads, totalling about 35,400 in 19887, excluding
specialized vehiclgs and motovcyeles, indicate annual growth in
the total- vehicle fleet of about 1.4 per cent to 1985, before
declining during 1986 and !987. Licensing, however, particularly
in rural areas, is nol always adhered to ; the number of vechicles

actﬂally on the road may be somewhat higher. By type of vehicle,
about 58 per cent are cars (including taxis), 39 per cent are
goods vehicles, and about 2 per cent are buses. Based on

Divisional 1/ data, licensed vehicle ownership appears to vary
slightly, ranging from about 41 vechicles per thousand inhabitants
in the Northern bivision to 63 vehicles per Lhousand inhabitants
in . the Central/Eastern Division, which includes the capital at
Suva (also the center of ilcensing Tor Government vehicles),

E. Clvil Aviation.

12. ~ Air transport is the principal means by which people
enter and leave Fiji. 1In 1987, 254,000 persons arrived in the
country - by air, through Nadi, which is the main international
airport. This airport is capable of serving wide-bodied aircraft
and 1is a convenient refuelling stop for trans-Pacific flights.
The second largest alrporl is at Nausori, which, becanse of its
location c¢losc Lo the capital at Suva, is the -main domestlic
airport, and caters to few international flights. There are, In
addition,- 18 other airports in VFiji served by regular scheduled
air services.

13. ' Scheduled international air transport services are
provided by nine airlines including the domestically incorporated
Air Pacific. For domestic air services, Air Pacific and Fiji Alr
Limited are the principal scheduled operators. Three other
operators ak¥so offer scheduled domestic services and there are a
number of charter-services available, providing services Lo 24
airports and airfields.

. Railways

14._ The railway network in Fiji is owned and operated by

1/ For administrative purposes, Fiji 1s divided into four
Divisions: Northern, Central, Eastern and Western.

- 93 -



the  Fiji Sugar Corporation (FsC) and is exclusively a fTrelght
transport Tacility serving the sugar cang growing areas, On  the
island of. viti Leévu, the network runs “throungheut the flat coastal
areas close to the north and west coast. In Vanua Levu, the
railway .~ lines spread in several directions along the coast and
iniand, but cenler on Labasa. :

15. : The total length of permanent mainltine {0.32 m gauge)
is 660 km, of which 510 km is on Vitl Levu. In addition, about
330 km of portable 1ines. owncd by FS8C, are used for transporting
cane to delivery points on the mainline. .

G. Shigp g and Ports
16. .Shlpplng in Flji can be subd1v1ded into Lhe' categories

of overseas shlpplng and interisland shipping. Ships of variocus
“types and sizmes call at Fiji -from overseas ports throughout the
vear. In addition, about 200 interisland vessels provide a vital
1ink between the two main islands of ¥iti Levu and Vanua Levu and
the many scattered islands of the Fiji group. There . arc three
official ports of entry in Fiji, namely Suva and Lauteoka on  the
island of Viti l.evu, and Levuka, on the island of Ovalau.
International shipping to Fiji mainly -calls at the two - principal
ports of Suva and Lautoka. Levuka is primarily an export port
For fresh, frozen and canmed tuna. Suva and Lautoka ports handle
a diverse range .of imports and exports, though - the dominant
influence at Lautoka is the expéort of bulk raw sugar produced at
the mill next Lo the port. In addition to the official ports of
eniry, there are four major outports -- Vuda, Vatia and Ellington
on the north-western and northern coast of Viti Levu and Malau on
Vanua Levu. Vuda Point which is used to discharge bulk petroleum
products to onshore storage facilities maintained by the "major
petroleum distribution companies, merely consists of mooring
dolphins with under-water pipelines leading to the oil tanks.
The other three outporls are mainly used for loading raw sugar
exports and discharging fertilizer for use in the sugar-growing
arecas.

17. Suva Port is located on the southeast coast of Viti
Levu. ‘Tt is a natural harbor, sheltered from the sea by reefs,
and has direct approach to the Suva city center which has - grown
around the Port:. Existing inland transport links from the Port
area. are good.  In 1987 some 40 per cent of internaticonal cargo
handled: in Fiji passed through this Port. Suva Port also serves
as a transshipmeni port for other South Pacific countries, The
growth of cargo handled at Suva Port has been more rapid than the
growth in Lotal cargo handled at all other Fijian ports combined.

Suva's role regarding import cargo is even more dominant, as “the
Port handles some 60 per cent of total .imports to Fiji. Lautoka,
the ecountry's second largest port, is located on the northwestern
coast of Viti Levu. Together, these two ports account for more
than 90 per cent of international ship callyg to Fijian ports, and.
they are also nodes for inter-isiand shipping and cruise
services. Cruisce passenger lipers tend to call only at Suva and
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Lautoka with.the sane zhipe 1

. ships generally calling at botl 't '
ol "11 cargo handled at the various ports in Fijl Petioets a
erlc?lfc r‘ ()‘“1_“_5“0@. of the two principal ports. THowever, thz
ggnt(; im’;} Oli cargo handled at Suva and Lautoka po'rts’ (7.‘3 per
eon hiZh oz*s;rzléin Tilledgllanl-ee international ship arrivals due to

2 . g 3 cading : ar  exnorts RN .
outporis. ¢ g of sugar exports at the various
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INDTA

A. Sector Overwiew

1. tndia has a population of about 781 million growing at
an  annual rate of about 2.0 per cent, a land avea of about 3.3
million sq kwm and a nct cropped agricuitural land arca of 143
million ha. About 75 per cent of the popuidllon lives in rural
arcas; -the heaviest concentrations being in the northern plains
and along the 5,800 km coastlineg. The major urban centérs
accounting for about 25 per cent of the population arc relatively
far apart; for example, the distance by rail between Delhi and
Madras 1s about 2,200 km and between Calcutta and Bombay about
2,000 ¥m. Such distances ave reflected in the huge volume and
the intensity of transportation in the country. : .

2. The existing transpori system comprises'several modes,
among which rail and road account for over 90 per-cent of the
total Freight and passenger traflfic. The other modes such as

coastal shipping, inland waterways, air transport and pipelines
are of minor 1importance as carriers of general goods and
passcngers. llowever, they play a significant role as
"specialized” modes because of the large size of the country and
ites varying geographical features. In addition, animal-powered
vehicles, . such as bullock carts, carrvy a substantial tonnage of
originating traffic in rural areas. . However, in terms of trafrlic
volume expressed in ton-km, the contrlbut;on, of the animal-
powered mode is not significant.

3. During FY1950/51-FY1984/85 the ULransport  sector

recorded substantial growth in terms of extent of the network and
output. Despite a relatively large base in FY1950/51, railways

recorded an average annual growth rate of 3.1 per cent in Treight
traffic and 2.9 per cent in passenger traffic., although the total
route length increased at an average rate. of 0.4 per - cent per
annun. Freight traffic increased sharply  in  FY1985/86 and
FY1986/87 and, as a result, the average growth rate over the last
36  years was 3.4 per cent per annum. . The road transport f[leel
increased by B.8 per cent per annum for trucks and 5.4. per cent
per annum Tor Dbuses. The total lengvh of the road nelwork
expanded at an annual rate of 4.5 per cent. Overscas shipping
tonnage increaseced at a rate of 11 per cent and c¢oastal shipping
at 1.4 per cent per annum. The traffic at major ports increased
at a ratec of about 5.2 per cent per. annua. Domestic airline
passcnger trafflfic inercased at a rate of about 10.5 per cent per
annum.

4. Pespite these impresslve growth rates, about one  third
of the wvillages 1in Lhe country did nol have a road. link 1in
FY1984/85 and about two thirds werc without all-weather ‘access
roads. The capacity of the transportation system is inadequate
to meet  the growth demand and the existing  infrastructure has
been burdened with overaged and obsolele cguipment and facilities
that vequire replacement or upgrading. Capacity conslraints of
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the ratlways have lcd to the movement of bulk commodities, such
as coal . and cement, over long distances by road al a high cost to
the cconomy . . TnadOQUaLc road capacily and substandard
maintenance have let to éxcessive transit delays, Fucl wastage
and. high operating costs, WModernization of port facilities has
lagged behind changes in shipping techinology and cargo-handling
methods, rgsulting in  slow turnaround time of ships and
congestion in.. the ports. The Government is focusing its
attention on these aspects of the transport sector under the
Seventh Five Year Plan, 1985/86-1989/90 (SFYP}.

B. Planning and Coordination

5. - The responsibility  for management of the transport
sector is divided between the Government and the private scctor.
The . Government plans, provides and wmaintains all transport
infrastructure including railways, roads, seaports, airports and
inland waterways. It also operates the Indian Railways (IR), the
Shipping Corporation of India, the Central Inland Water Transport
Corporation, pipelines, most urban bus services, Alir India,
Indian Airlines, and the nation's seaports and airports, The
private sector operates virtually the entire trucking industry, a
major share of non-urban buses, almost half of the international
shipping industry, and all non-motorized transport, in particulav
country boals and bullock carts:]l/ The Governments' jurisdiction
in the transport. sector 1is divided betwecen  the Central
Government, which is. responsible Tor the railways, the national
highway system, national inland waterways, pipelines, major
seaports. and airports, and the state and local governments, which
are responsible for state and other highways, non-national inland
waterways, and intermediate and minor seaporls and public secctor
bus services.

6. Several Government organization are concerned with the
planning, coordination and operation of transport scrvices.
Investiment planning is carried out separately for cach mode at
the Ministries of Railways, Surface Transport and Civil Aviationm.
An  integrated . transpori plan is prepared by the Planning
Commission. The Planning Commission, which sets priorities among
sectors,  works in close cooperation with the various Federal
Ministries and state governments, The f[ive-year development
plans, which are formulated by the Planning Commission, are
approved by the Cabinet and the National Development Council
reprcsenting the Central and state governments. Transport
projects within the plans require further approval by the
ministries concerned for expenditures up to Rs 50 millieon; by the
Interministerial Expenditure Finance Committee for expenditures
greater than 'Rs 50 million and less than Rs 200 million:; and by
the Public Investment. Board and Cabinet for expenditures greater
than Rs 200 million. Activities in the sector are [urther

1/ Most of the short-haul freight traffic in the villages is by
bullock carts.
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coordinated through control of farves, tariffs, administrative
regulation and licensing. The Central Government.controls: -rall
rares and tariffs, while the §tatles have the right Lo determine
road transport passenger fares and tariffs. Road trucking rates
are set by Lhe market. The Central Government also sels. prices
for civil aviation and sone rates: for coastal shippliong and inland
waterways. Commercial road vehicles are licensed by vegional or.
state transport authorities. The licenses specify the route or
area of operation and thie type of service that is-permitied.

7. In 1978 the Government appointed a Natiocnal - Transport
Policy Committee {NTPC), which carried out & review of @ the
transporl seclor and made recommendations - for. improving 1its
efficiency. Nearly all its recommendations were approved by the
Cabinet  in 1982. NTPC recommended liberalization of =~ the
transport sector, in particular that transport _agencics should
have more Trecdom Lo set prices; that Tares and rates should be
cost based: that lLaxes, especially on road. transport, should.-be
reduced; and that projects should not be undertaken il they
cannot be viable in the long run without subsidies. '

8. : A  subsequent step - to- the NTPC report was the
establishment, by the Planning Commission in October 1985, of .a
Steering Committee for Transport Planning. The Committee has
been asked to produce a perspective naticnal integrated transport
plan and make rvecommendations as fo how long-term transport
planning on a continuing basis can be ‘established. The Committec
is in the process of formulating this plan.

C. Transport Policy and Investment

9. National development planning in-India has. taken the
form of five-vear plans; the first covered the period [FY1951/52-
FY1955/56. Under SIFYP the main thrust for augmenting . transport
capacity 1is toward improvement in productivity of = the -existing
facilities through technological impro?ements as well | as
improvements in management practices, vrather than the building up
of additional physical capacity. Accordingly, the main policy
objectives under SFYP for the transporit sector are to:

(i) replace overaged facilitics and equipment in_diphased
manner and ensure that in future arrvcars in this
regard are not allowed to build up;

(it) modernize the transport sector on the basis of new
technologies; : S

(11i) ensure that the existing facilitics are efficiently
maintained; : .

(iv) give priority to the completion of ongoing works
which add to the capacity of the system: '

{v) conserve energy, particularly diesel . oll, to the
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extent possible: and

(vi) avold scctoral mismatches and duplication through
~Antegrated planning of mineral, idindustrial, cnergy
“and transportation development.

10, o The total public sector allocation for the transport
sector under SFYP amounts Lo Rs 229,700 million or about 13 per
cent ol total investment under SFYP. This allocation is almost

‘double -~ the amount provided for the scetor under the Sixth Plan,
but the-percentage share remains unchanged. About 54 per cent of
the public secctor allocation Tor the transport sector undetr SFYP
is for railways, followed by roads (24 per cenl)}, ports (& per
cent); aviation (5 per cent), shipping (4 per cent), inland
waterways (1 per cent), and others including road transport
corporation {7 per cent).

D}'Railwazs

11. Indian Railways (IR} is the nation's largest business
withh 1.7 million employecs and depreciated assets valued al Rs
104 “billion. IR is also the largest railway in Asia and the
second largest state-owned railway under single management in the
world. IR is owned and eperated by the Government of India. It
is administered and managed by the Railway Roard coansisting of a
Chalirman, Financial Coinmjssioner and  four ~members, who are
appointed by Cabinet. The Chairman of the Railway Board is also
designated as Principal Seeretary. IR has the legal status ol a
Ministry with. responsibility for the planning, construction,
maintenance and operation of the railways. The railway system is
divided into nine geographical zZones, each under the control ol a
General Manager. TR also. owns and operates manuflacluring units
producing locomolives, rolling stock and railway cquipment such
as wheels, axles-and signalling equipment.

12, . The first railway in Asia was cstablished in India in
1853, connecting flombay and Thana, a distance of 53 kilometers.
At the time of partition in 1947, the rail network coveroed 53,000
route kilometers. Today the IR system extends over 62,000 route
kilometers, more than 13,000 kilometers ol which tave elither
double ~ or multiple tracks. Over 10 percent of route Kkilomclers
are electrified. The network consists of three gauges, a rvesult
of limited allocation of funds for construction prior to
Iudependence. Broad (1.678 meter) gauge, while ~covering only
about 54 percent of route kilometrage, accounts Tor about 89
-percent of ton-kms and 82 percent of passenger kms ol the ecntire
system.. Most ol the sections that are double tracked and wmost
electrified. sections are on broad gauge. IR has  about 16,000
locomotives, of which wmore than half run on steam; .in the 1960s
there were more than 10,000 steam locomotives. Steam locomotives
are now being phased out and most freight trains, particoularly oo
tinés where. -there-is high traffic density, now have diesel or
electric traction. Principal items of rolling stock are: 3,000
electric multiple units {EMUs), 28,000 passenger coaches and
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385,000 freight wagons. The acquisition ol new passenger cqaches
has not kept up with passenger traffic. The result is eXtremc
overcrowding on some of the raillway routes; Much of The freéight
wagon fleet consists of. unceonomwical low capaclty general purpose
w&gons, wh}ch are gradually being phdsod out.

13. Ov01 the past 25 yoaxs rail f101ght tonnage grew at 2.9
per cent per yecar. With an average lead increasing from 513 Kms
in 1950/51 o 43¢ kms in 1984/85, the growth In- ton- kilometers
was higher, at 3,7 per ceunl per year, These low growth  rates
ocenrred well into the 1970s, alter which the iwprovements in Lhe
road network encouragcd a vapid increase in the movement of goods
by troad. Over the same period there-has been a change - in the
composition of fTreight traffic. In the 1950s and 1960s less-
than-carload fTreight was an important item. Today 90 percent of
rall. freight consists of bulk commodities in- full- carloads.
chen bulk commodities -- coal, steel, - iron ore, Tfoodgrains,
petroleum products, cement and fertilizers -- account for 80 per
cent of freight ton-kilometers. Coal alone represents 39° per
cent of IR's Treight tonnage, 33 per cent of ton-kilometers and
31 per cent of freight revenune. Passenger traffie has increased
" more rapidly over the past 25 years than freight traffic, = the
pumber of passengers at 3.1 per cent per year and the number of
passecnger-kilometers at 4.6 per cent per year. There. has also
heen a radical change in the composition ol traffic. There has
been a sharp decline over the past quarter of a century .in. the
proportion ol non-urban ordinary second class passenger-
kilometers -- from 50 per cent in 1960/61 to 32 per cent ip
1984/85 -- and a corresponding increase in non-urban express
second c¢lass and urban passenger trafllc. - The average distance
travelled by non-urban passengers today is 123 kilometers, 75 per
cent greater than 25 years ago. The increasing competition from
road transport reduced rail's share of short to medium distance
passenger traffic, For which buses can provide better service.

14. _ ‘Indian Railway's achievements 1in  support of the
development of the nation are impressive. With inadequate access
to capital, IR successfully rchabilitated a system that at the
time of pa1L1\10n was in .a poor state of vepair. Throughout the
country the railway supported the development and growth of heavy
industry and agriculture and the building . up of social,
infrastructure, health centers and schools. IR now ~manufactures
all its 1ocom0L1ves and passenger coaches. Turnround time of
wagons at terminals needs to be substantially reduced and further
measures taken to increase the utilization of motive -power- . and
rolling stock. Wigh levels of investment are necded to jncrease
line c¢apacity and f{o renew rolling stock for which IR 1lacks
resources. [t has been recowmended that IR be allowed a greater
degree of commercial freedom, for example by allowing tariffs. to
be set at levels ~that will enable the Railway to mobilize
sufficlent resources to provide efflficlent services fTor traffic
for which rail has a oompardtlve advantage.

15. TR will continue to play an important role in supportl
of further development of the cconemy. The decision to put
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priority ~in "the’ Seventh Plan {1985-1990) on freight traflic
appears justilied in light of the large expected (reight traffic
growth and increased compcetition from road transport for shorter-
distance passengers and from air transport for long-distance
intercity passengers.  Freight traffic is projected to be  about
50 per cent greater. in 1889-90 than in 1984-85. This will not be
realized without substantial increases in line capacity, motive
power, rolling stock and operational performance. Seventh Plan
invgstments ‘Lo upgrade existing assels and provide additional
capacity -~ include Rs 52 biilion te acquire 1,235 diesel -and
e}ectpiq 1ocomot1ves, 950 EMUs, 96,000 fTrcight wagons and 6,970
passenger coaches; Rg 30 billion Tor track renewal; Rs 16 billien
for line capacity works; Rs 15 billion for workshops, machinery
and - plant; and Rs 10 billion for clectrification. No specific
‘allocation -is given in the Plan Tor the development - for- .inland
.container depots {ICDs), although their importance in support of
maltimodal transportation is fully recogniged. The total - outlay
Tor IR for the Seventh Plan is Rs 123 billion. Targels are set
for higher rolling stock utilization, with reduction of wagon
turnround. time at terminals a priovity, and more attention will
be given to preventive maintenance of motive power and vrolling
stock, with the phasing out of steam Jlocomotives to he
accelerated.

E. Roads and Road Transport

16. There are about 1.8 million kilometers (km) of roads in
India, equivalent to 0.54 km pr sq km of land area. The national
highways network, which connects important urban centers and
which acecounts for .30 per cent of all road - traffic 1is ~about
32,000 km in length, or about 2 pcr cent of the total length of
ithe network. Furthermore, about 7,000 km of the national highway
system consists  of single-lane roads. These and substantial
sections. of two lane nalional highways are heavily congested and
need to be widened. The total road length has increased over the
past 36 years at an average annual rate of about 4.5 per cent,
from only 0.4 million km in FY1950/51 to the present total of
about 1.8.-million k¥m. The Government's policy under its Minimum
Needs  Program is to connect all villages in the country to the
main highways and the railways. This policy has stimulated the
impressive development of the rural and tertlary road network.
On the other hand, the national highway system has grown very
slowly, by only about 10,000 km over the past 36 years. The
"inadequacy of a well-developed main reoad system has olften acted
as 'a constraint on faster growth in short and medium-distance
freight and passenger traftfic.

17. - " There. are about 5 million motor vehicles, of which
sbout ‘825,000 are trucks and 220,000 are buses.  In the past ten
yvears, the moter vehicle Tleet has grown at an average annual
Tate of ahout 10 per cent. Much of this, however, is.  accounted
for “by the very rapid incrcase in the number of two and three-
wheelers, which comprise about hall of the motorized flcet. The
growth ip trucks and busecs hag averaged about 6 pecr cent. In
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addition, there are an estimated 15 million bullock: qarts.
Nearly all of the domestic vehlcle Tleet is bullt din India.
However, most new vehicles made in India are based on .a. 20-40
vear old technology with some improvements.. The manufacturers of
trucks and buses have succceded in reducing vehicle welght and
improving component dcstgn. which has resulted -in - some. fuel
cconomies, However, vehic¢les manufactured in India still have
higher operating costs and lower fuel efficiency than vehleles of
similar capacity manufactured in other . parts of  the world.
Recently, the Government sanctioned a number of joint ventures -of
local and foreign firms in order to modernize the . 1nduqt1y The
Government has also reviscd the . old axle load limit ‘regulations,
which now allow legal usc of heavier vohlc)cq up to 18 tons for a
vehicle. with tandem axle with eight wheels. - This decision - is
expected to stimulate the  construction of stronget road
structures and act as a deterrent to the heavy - overloading,
reduce the high rate of road accidents and reduce recurring
damages Lo the road structures. o : :

18. The national highways are under the jurisdiction of the

Central OGovernment, which is rcsponsible for ‘related planning,
financing of construction and wmaintenance. Construction. and

maintenance arc undertaken by both Central and State Public Works
Departments, with the states, acting as agents for the Central
Government, collecting a corresponding agency fee. The various
states and terr1t011es finance works fTor all other roads, the
implementation of which is spmetimes dclcgated to  the local

agencies. The., Ministry of Surface Transport (HOSl) plans the
construction and operation of the national highways system and
serves as an advisor for planning of the other roads. In 1986

the long-term "“Road development Plan for India 1985-2001" was
formulated. This is the third national perspective plan for the
recads subsector, the Tirst, the HNagpur Plan, having Dbeen
published in 1943, and the second, the Bombay Plan, in 1961.

19. . The private sector controls practically ail tfucking

and about 80 per cent of non-urban bus services. Small truckers
own about 95 per cent of the trucking fleet. State-owned bus

companies operate the balance of truck: and bus services,
principally in the metropolitan cities. Many of . these state
entities have a history of peor services and  high operating
losses. ’

20. Tralffic information for . road transport  is very
incomplete. some cdalculations of freight ton-km have been made
by MOST .based on .estimated number of vehicles, their assumed
annual utilization and assumcd load factors. Other - estimates,
which produce different vesults, have been made on the basig of
diesel and gasoline fTuel consumption for  the road transport
sector. The output for FY19884/85 ranged between .90 and 185
billion ton-km. -Passenger traffic, on the basis of ticket sales.
is estimated at about 640 billion passenger-km Tor FY1984/85, or
about three times that of the railways. There is evidence 1o
suggest that trdek traffic is growing alt a rate of about & . per
cent and road passenger traffic at about 6 per cent  per annum.
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Tralfflc ‘counts over the past live years have revealed  annual
growth rates of between 8 and 20 per cent, depending on location.
The main constraint on traffie growth on many roads appears to be
congestion, . especially the mix of motorized and non-motorized
traffic and ‘local and through trafflic operating al  greatly
different spceds. ’

21. . Resourcee constraints bhave Limited the public investment
outlay Tlor the road subsector. TFor SFYP, the Central Government
plans an outlay.of about Rs 10.2 billion, mostly For works on
national highways and Rs 2 billion for road transport equipment.
State government outlays are expected Lo be about Rs 41.8 billion
of which Rs 20.5 billion is allocated Tor providing access 1roads
for, 26,000 villages under the Minimum Needs Program and Rs 21.3
hillion . Tor the road transport industry. At 8 per cent  annual
growth ~for the truck fleet, a net increase of about 350,000
vehicles over the SEFYP period is expected. About Rs 20 billion
is therefore expected to be invested In procurement of additional
buses and trucks. . And another Rs 6.6 billion is for replacement
of 0ld triucks. -Most of which will be private sector investment.

F. Ports

22. Although ports have existed in India since pre-historic
times, it was not until 1875 that the first all-weather. dock, the
Sassoon Dock at Bombay, was constructed. Prince's and Victoria
Docks at Bombay were -built shortly alfter, and the Kidderpore Dock
at Calcutta was constructed in 1893. Indira Dock  {lformerly
Alexandra . Dock) at Bombay was commissioned in 1914 and Madras
Harbor'begah operations in 1916. . These were bullt to accommodate
the 1iner trade, which in those days was mainly between India and
the UK. ‘The three main ports -- Bombay, Calcutta and Madvras -
today are stil} the main liner ports for India, although most
1iners no lenger bring breakbulk carge exclusively or carry
passengers, but rather containers. In 1930 an approach channel
was cut through the sand bar at Cochin and dock facilities there
were opened. Visakhapatpam, half way up the East Coast, was the
last of the major ports to be opened in the pre-Independence era.
With Independence and Partition, the Port of Karachl went to
Pakistan and traffie bound for northwest India was diverted to
Bombay ~and Calcutta. To compensate for the loss of ‘Karachi,
Kandla, a new port. at the head of the Gulf of Kutch, was
established in 1855 to serve the northwest. Mormugao became the
seventh major Indian port, opened in 1963, foliowed by Paradip,
opened in 1966.  The ports ol New Mangalore and Tuticorin were
opened to traffic-in 1975. The Haldia dock system was completed
in 1977, becoming the eleventh major port. Nhava Sheva, under
construction near Bombay, is also classed as a major port; it 1is
due to become operational by 1989. In addition to the existing
11 major ports, there are 139 miner and intermediate ports.

23. Bombay.is the largest general cargo port. It has more

berths -and recceives more ship calls than any other Indian port;
annual general cargo throughput was 6.2 million tons in 1985/86,
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of which 2.4 millien tons was containerized. Madras and Calcutta
are the other major gencval cavgo ports, with more than one
million tons annual general.cargo throughput. ~Next: to Bombay,
Madras handles the-grealtest number of containers, Tollowed by
Calcutta, Cochin, Kandla, and Haldia. "Large guantities of -1iguid
bulk products, mostly petroleum products, . ave handled at  Bowbay,

Kandla, Madras, Visakhapatlnawm, laldia and Cochin. 1In terms . of
total tonnage, Tuticorin, Mangalore and Kandla have shown  the
highest rates of growth over the past -ten yeavs, Although

Calcutta cxperienced negative growth over the last decade, trade
since 1980, in particular gemneval cargo, has increased. :

24, _ During. the Fifth and Sixth Plans (1975-1985), the ports
of Haldia, New Mangalove and Tuticorin became operational and new
berths were commissioned at Madras -~ (container and iron ore
terminals), Pavadip (multipurpose), Cochin (oil  terminal)  and
Mormugace (oll terwminal and a multipurpose berths). Early in - the
Seventh ~ Plan, Tertilizer berths at Cochin and Paradip ‘and. .two
multipurpose berths at Paradip became operational. Nhava  'Sheva,
to. be completed by 1989, will have threc container and - two  dry
bulk  herths. A new oil terminal at Madras, a c¢oal berth at
Tuticorin, and a multipurpose befth at New Mangalore have been or
are being completed duering the current plan. In addition, the
container Tacilities at WMadras, Calcutta and Cochin, the
mechantized fertilizer facility at Madras and the  container
facilities at Bombay will either be completed or nearly completed
by . the end of the Seventh Plan .periced. ~Nhava Sheva and DBombay
Ports together are to receive more than 50 per cent of the outlay
allocated to individual ports in the Seventh Plan. Although not
included in the Seventh Plan, it is Llikely that the eXpansion of
the ¢oal terminal at Paradip Port and the construction of a new
coal terminal in the vicinity of North Madras Thermal DPower
Station will be started during the Seventh Plan period, to
facilitate transporting of coal by sea Trom Talcher Ceoal fields
in OQrissa. .

25. Each major port is administércd by a port trust, “under
the Major Port Trusts Acl, 1983. . The Centiral Governmenl appoints
a Chairman, Vice-Chairman and trustces, who represent’ various
national and local interests,.both official and  private. The
Port Trusts have responsibility for the planning, development and
maintenance of port infrastructure and for administering maritime
and landside port actlvity.  The ports are empowered under fthe

1983 Act to engage in most port-related activities. A
substantial part of Port Trusts' operational activities relate to
cargo handling, which for breakbulk was labor intensive.  Even

todayt_ with stagnation of breakbulk cargoes and an -increase - in
mechanized bulk and contailner handling, most ports still  have
large permancent labor Torces. : ’

26. India’s port system was developed at the peak of the
breakbulk general cargo trade. A typical breakbulk berth has an
annual throughput of 100,000 to 150,000 tons. . Accommcdating the
large amount of breakbulk cargo at Bombay or Calcutta, with
annual throughputs of several million tons, required many berths,
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Bombay has 55 breakbulk berths and Calcutta has 31. These sane
perths were, and in some ports still are, used also for dry bulk
“eargo. . In o the 1970s there was considerable congestion -in the
ports, with some ships having Lo wait up to-several wonlhs Lo
obtain berthing space. Although traffic has continucd to grow,
berth' congestion has all but disappcared. This can in part be
attributed to improvements in operationnl efliciency, but in much
larger measure- to some Ffundamental changes in the general cargo
trades, speciflfically with the introduction to Endia of
containerization.

6. International Shipping

27. i It is Indian shipping policy Lo promote the State-owned
Shipping Corporation of India (5CI1), which, when . it was
established in 1961, accounted for 19 per ccnt of total Indian
tonnage. This has increased to 57 per cent by 1987. SCI is very
diverse, operating tankers, bulk carriers, breakbulk general
cargo. and container ships. The company's ships not only carry
India's imports and exports bui also carry goods between other
countries.  In 1984/85, 1.4 millien tons of dry bulk commodities
were carried in these "cross-trades” by SCI bulk carriers. 5CI
has a monopoly on much of its cargo, Tor example, Tor at leasl:
half of. India’s petroleum. SCI Is a major force in the
India/Europe container trade, operating four containcir ships, the
largest with a capacity of 1,228 TEUS, which make direcct calls at
Bombay. Cochin and Madras. Calcutta containers arc tansshipped
at Madras and move between that port and Calculta  in smaller
feeder conlainer vessels. Support for SCI is one instrument of
Indian shipping policy; another is Lo provide Rupce {finance for
ship acquisition through the Shipping Developmeni Fund Committee
(SDFC) and foreign exchange through Ship Acquisition From Abroad
Under New Scheme {SAFAUNS). The Government has provided large
amounts of funding through these channels, but this program has
not been too successful.

28. The future for lIndian shipping is uncertain. It 1is
clear that S8CI will continue to expand as i1t has on order at
least three containerships, of 1,500 TEU capacity each, seven
tankers, . one . multipurpose. general cargo vessel, and 20 bulk

carriers. “The. Government seems to be exploring the possibility
of reducing all but essecntial subsidies. This policy could have
a significant effect on the shipping industry. Some freight

rates arec subsidized, and if thesc subsidies are removed, SCI and
private companies with Government contracts would correspondingly
suffer. SCI's move into bulk cross trades indicates a high
degree of commercial ipitiative and it is . likely that  with
sufficient commercial Crecdom that company could be proflitable,
“even without direcl Government supporl.

29. puring the Seventh Development Plan period the merchant
fleet will be built up, modernized, and diversified. This is
cxpccted - to increase self-reliance in foreign Crade and save
foreign exchange. Particular stress is being placed on achieving
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selT-sufficiency in tankers and having sufficlent ships to carvy
50 per cent of dry bulk and 40 per cepnt of linér. cargo. At
present, between 26-30 per cent of these 1aLLer categories . move
in Indian ships. Cross- trading is ‘to be encouraged and efforts
made to improve productivity in qhipping A need is foreseen  to
reduce the reliance of the industry on- SDFC. .and . seek cher
sources of ship finance. It is expected. that Lhe Indian
Merchant Shipping fleet will incease from 6.4 million gross
registercd tons (GRT} in 1985 to 7. 5 million GRT by the ond of

the period.

it. Coastal Shipping

30. ] Coastal shipping is not adequately developed in India.
In FY1984/85 the coastal fleet, totallimng about 360,000 gross
registered tons, carricd only about 5.5 million tons . of cargo,

most of which consisted of petroleum products. Many coastal
shipping vroutes in India are circultous; a voyage from Calcutta
te Bombay by  sea is 3,911 km. (2,112 nantical miles), while
journey by road involves 2,282 kmt and by rail 2,174 km. The size
of coastal oil tankers is, in general, economlcally -appropriate
for the annual volume of traffic, distance over which cargo is
carried and the cargo handllng characteristics in ports. Other
commodities (coal, salt, timber, cement clinker and miscellaneous
goods) are carried in ships WHILh are generally unsuited Tor the
trade, many being overaged. Port operaticns are slow and ships
spend a great deal of time alongside the berths.. Freight rates
are high, -in part a reflection of an outdated tec¢hnology, but
probably more directly a reflection of the monopolistic nature of
the subsector, where there are few operators and few buyers of
shipping services. .

31. For the coal Liaffic orlglnating at the Falchet fields
in Orissa, there could he significant coastal movement of coal to
meet the needs of the thermal power plants at hddras. Tuticorin
and other destinations south of Madras on the east coast. This
is Iin view of the need to transship cargo from broad gauge '@ to
meter gauge lrack in the case of rail transport to ‘destinations
south of Madras and the comparable haul lengths of  raill and
coastal shipping modes. A feasibility study is curvently being
carried out to develop a project for transporting coal between
Talcher and Madras. The project comprises transportation of coal
from Talcher teo Paradip port by rail and thereafter by c¢oastal
shipping to Madras. This volume of traffic could be: substantial,
(possibly around 8 million tons by the year 2000) Tor the North
Madras ~Power Statlon alone. As coastal shipping is essentially
in the hands of the private sector, SFYP does not - include -any.
direct public investment Tor it, but offers support’ - to . the
subsector through improvements in port and customs procedures and
revision of freight rates and vessel licensing practices.

I. Inland Waterways
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az. Inland waterways navigation (IWN) has hardly developed
in India despite the existence of large rivers. ‘The navigable
TWN system_.has_a total length of aboul 14,500 km: Mecchanized
craft can operale over about 5,200 km of major rivers and 485 Km
of canals. Nonetheless, IWN services operale in an insignificant
manner from Calculta to Bangladesh and onwards to Assam and in  a
more significant manner in Goa and Kerala. Until the 1960s,
there  was a flqurishing IWN traffic in jute, tea and petroleum

products on the Brahmaputra and Ganga rivers in the eastern and
northeastern - regions ot India. However, IWN still remains
-important in these regions and in Goa and Kerala. Cargo services
operate between West Bengal and Assam, parts of the northeastern
.réglon, and in Goa, where iron ore-is transported on IWN to the

Port of Mormugao, .to be loaded on bulk carriers for export. The
IWN - of Goa .carries more commercial cargo than in any other

region of the country. National IWT traffic is small accounting
for less than 7 per cent of total inland transport ton-km,
despite the fact that on the existing 1IWI system bulk commodities
cant be moved at low cost where navigable depth of water 1is
available yvear-round, if appropriate vessels are used.

33. The most common IWN craft is the cowntry boat, which is
génerally powered by wind, although engines are being installed
in some of these vessels. The Government-owned Central Inland
Waterway  ‘Transport Corporation (CIWTC) operates a Fleet of 136
mechanized vessels on inland waterways in the northeast regilon,
most of which are old and inefficient.  These carry both cargo
and passengers.. Organized mechanized inland water transport
operations, many of these being passenger ferries, are confTined
to a few speccific locations.

34. . During the Sixth Plan period, certain waterways were
designated national waterways and were thus implicitly identificd
as .potential areas for further development. Under SFYP, a
Central -Inland Waterways Authoritly has Dbeen sel up as an
independent agency, and charged with maintenance and
administration and finance of inland waterways. This development
will help to better realize the potential benefits of this mode .,
An outlay of Rs 2.3 billion is planned for IWN development during
the SFYP period, most of which is allocated for the acquisition
of 83 new vessels for CIWIC. The states and territories will
provide an outlay of about Rs 0.7 billion, most of which will be
used to replace overaged vessels. By the end of SFYP, CIWIC is
expected to transport about 1.1 million tons of cargo per annum.

J. Inland Container Transport

35. Containcrization in India has = been developing
relatively slowly. Cconsequently, the benefits of reduccd transit
time -and  lower Ltransport costs of general cargo are not being
fully realized. The largest component of such unrealized
potential benefits relates to cargo transfer beiween modes  of
transport. and damage and pillerage to cargo due to plece-by-
picce handling of loose cargo at intermediate stages between
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origin and destination. “India is beginning to- exp¢r1encc the
container revolution. In FY1985/86, aboul: 250,000 loaded twenty-
foot equivalent units (TEUs) pagsed through the: nation's  Four
main container ports, namely RBombay, Calcutta, Madras and Cochin.
Aboutl 200,000 of these TEUs were stripped or: stuffed in the port
area itsell, which was an unnecessary 1ntermed1ate stage between
origin and destination. About 130,000 of thesc TEUs were ~fall
container load (FCL) shipments, which should have moved “door-to-
door". ‘The other 70,000 TEUs made up of less than container load
(LClL) shipments, Tor some of which stripping at container -yards
and reconsolidation for common destination points would have been
imore economical. There are several reasons why ‘containers are
stripped or stuffed at ports in India, of which customs
formalities, resistance from labor, and 1nadequacy of “inland
container transport infrastructure are Lhe move 81gn1f19dnt

36. Of the 250,000 TEUs passing through the four major
‘container ports ln FY1985/88, the contents of about 90 000 - TiUs
had origin and destination outside of the port city and its
environs. Only about 19,000 TEUs, including cmpties, moved by
rail between the ports and inland container depots. -

37. It is estimated that by FY1889/90, about 180,000 TEUs
with cargo will move between the ports and inland points; much of
this traffic could move by ralil if adequate terminals and unit
trains were provided, and if Lhe service offered - was adequale.
To - foster such transpeortation, it is imperative that a fast " and
efficient inland rail distribution system be established. This
should include aun extension of the existing ICD network. _the
provision of appropriate equipment at the TG terminals,
improving management of the 1CDs, introduction of through bill of
lading and the movement of containers by unit  trains between
perts and -ICPs. In order to accommodate the -forecast {Lraffic,
the ICD at Delhi needs to be expanded to be capable of handling
about 50,000 TEUs per year; the ICDs at Bangalore, Coimbatore,
Hyderabad and Ahmedabad needs to be expanded to handle between
10,000 and 25,000 TEUs per anium, and the Tacilities at Guwahati,
Cuntur, Apnaparti, Ludhiana and other sites nceds to be expanded
for an annual throughput of about 10,000 TEUs.

38. Under a recent modification teo the Customs Act, ICDs
have been accepted as cxtensions to the ports for the purpose -of
customs c¢learance. It would. be beneficial if container yards
(CYs) at off-site Jlocations near ports were -established -as
extension of ICDs. Setting up these CYs, together with the
existing and planned IGlhs in the interior of the country, would
help to decongest port arcas. It has been recently decided to
set up an - Inland Container Corporation to “promote ™ inland
transport and distribution of containers. Setting up the
operational arvangements, which would involve close liaison with
international shippers, T{Treight forwarders, ~éontainer owners,
insuring agencies, customs, the labor unions, the  transfer of
know-how and management practices and  cooperation of traders
should receive high prierity and Funding support.
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INDONESTA

A. Sector OQverview

1. Indonesla is an arvchipelago compxlqing more. than 13,500
islands stretching over a length of 5,000 km, from Sumdtra in the
west to irian Jaya in the east: The country has a: -LoLal land
area of almost two million sq km. and an estimated populatlon of
172 million in 1987. The populatlon is highly conceptrated on
the islands . of Java, Bali, Lombok and Madura --: ‘these -islands
represent only 8 per cent of the country*s. land arca-but account
for about 85 per cent of the total populaLLOn, ~with a density of
about 690 persons per sq km. Nearly 80 per cent of the total
population lives in rural areas; and agrloulture, with a 24 per
cent  share of the gross domestic product (GDP)Y, remains the
~backbone of the cconomy and. is the main qoulce aof income - for
about two-thirvds of 1u1al householdq : )

2. Dhuring Lhe 19709 Lhe IDdOHGSlaH ecohbmy: achieved
substantial development growth, with GDP increasing at an average
annual . rate of almost 8 per cent In real terms. The transport

component of GDP grew at an average annual real growth rate of 12
per cent during the same period. To meet this rapidly growling
demand for transport, the Government carried out extensive
rehabilitation of existing infrastructure, -particularty vroads.
Since 19881, the economy has undergone a marKed deccleration,
owing to the depressed intermational oil market and the decline
in external demand Cor oil, as well as the significant decline in
the prices of the major non-oil exports of the country. Under
the pressure of a significant ’® weakening in  international
commodity and oil market prices, growth of GDP slowed down to 2.3
per cent in 1985 and to an estimated 3.2 per cent in 1986, from
an -impressive 8.1 per cenl increase in 1984, which is the same as
the annual average cstimate over the previous ten year periocd.

3. Pue to the archipelagic nature of the c¢ountry, adeduate
transport  infrastructure is of vital importance, not only for
national integration, but also for overall economic development,
Road transport is the predominant mode, accounting.for about 70
per cent of freight ton-kilomcters and 82 per -cent of passcnger-
kilometers.l/ - Shipping is important to Indonesia's. economic
integration and domestic and foreign trade. Indonesia has about
450 ports, 118 ol which are copen Lo foreign trade, and numerous
landing points, constituting the basic infrastructure - for
maritime transport. The role of inland waterways is relatively
minor and is 1limited to certain areas of eastern Sumatra and

1/ Percentage share of the other modes in domestic transport

is:
. Passenger-km Freight ton<lkm
Railways 11 L3
Shipping : 2 27 .
Aviation ’ 5 negligiblie

_11[!_



Kalimantan. = The rallway network consists of aboult 6,700 ko
located in -Java and Sumatra. The pattern of railway traffic has
shifteq_ over the years toward transport of bulk commodities and
tong-distance passenger traffic. The freight and passenger
:traffic-on raijilways declined steadily from 1970 but has grﬂdhally
recovered.. since 1979; in 1985, railways transported 6.6 million
tong of freight and 47.5 million passengers, compared with 4.4

milliop tons - of freight and 37.6 million passengers in 1979.
Domes?lc passenger  air transport is  significant for both
interisland Lransportation and long-distance intraisland

movements, particularly where the road network is deficient. Air
transportation has expanded considerably in recent years,
carrying 65,400 tons of freight and 6.5 million domestic
passengers in 1884. All transport modes -- toad, shipping. rail,
alr and river -- play a rele in the country's transpert system
and are generally complementary rather than competitive

B. Planning, Cobrdination ahd Policy

4, Transport planning and pelicy formulation is undertaken
at the national level, with responsibility. divided between the
Directorate General of Highways (DGH), within the Ministry of
Public Works (MPW) for road planning and investment, and the
Ministry ~of Communications (MOC) for road - transport regulation
and all other transpori modes. Investment and regulatory
proposals formulated by these agencies are reviewed and approved
by - the - National Development Planning Agency (BAPPENAS) in
consultation for investment. decisions  with the Ministry of
Fipnance (MOF). MOC's Planning Bureau needs further strengthening
and relies’ mainly on eonsultants, both foreign and local, to
undertake - policy analyscs. IBRD is giving assistance under its
ongoing transport projects to strengthen the Bureau.

5. Al though BAPPEAS oversees and coordinates modal
investment programs, planning of transport development was until
1984 uandertaken by the Ministries concerned, without sufficient
interministetrial coordination. In order to overcome inadequacies
in .coordinating transport plans and programs, an interministerial
committee, comprising secnior representatives of MOF, BAPPENAS,
Directorate Generals of Land, Sea and Air Transport of MOC, and
the DGH, was formalized in 1984. This committee at present meels
at. Legular intervals.

6. . It has been 1coognlzcd that comprehensive coordinated
development plans for ecach of the modes are required I bBalanced
and ‘cost-effective investment in the transport sector is to be
ensured. Preparation and coordination of such plans are being
undertaken by MQOC. A Maritime Sector Development Plan- was
completed in 1984. A Land Transport ~Development Master Plan
study was established in late 1984 and ils Phase I was completed
in 1986. IBRD-fTinanced studies relating to pricing, subsidy and
regulatory policies for all modes have also been completed. The
findings of the studies. that relate to the road Lransport
subsector are currently being reviewcd by the Government in  Cthe
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light of recent tax reforms, which have affected some of Fhe
study recommendations. The Government is expected’ . to finalize
its action plans and programs to syqtematlcally implement the
study recommen dﬂtions aftor the review is aompleted

T. Over the past Few years, the .Govelnmcnt-.has “taken
several measures  to stlcnthen the . agencies responsibleée - Tor
transport policy formulation, planning and coovrdination, - DGH now
has specialized divisions for planning and preparation of  road
development programs. These are staffed by trained. personnel and
are alded by computer facilities, but still require. institutional
strengthening. A Rescarch and Development Unit has: . -been
established within MOC to advise the Government -on transport
policy issues. In addition, a scheme to provide training for MoC
stalf in sector planning, programming and - budgeting is’ being
formulated. Input from the provihcial and - Kabupaten- planning
agencies, BAPPEDA 1 and BAPPEDA JI, into the transport planning
process has increased, resulting in more attention belng paid to
regional concerns than in the pasL

C. Investment

8. Since the inception of the fitst five-year development
plan (Repelita I),1/ the Government has continued to place
gigniTicant emphasis on transport developmernt and has allocated
increased amounts in successive plans (Repelitas II to - IV) for
the sector, athough the share allocated has decreased gradually

from 17 per cent in the fTirst plan to 11.6 per cent in the fourth
plan. In Repelitas. I and II, three-fourths of the . annual
allocations for the transport sector. were earmarked for roads,
but in Repelita III, the allocation was reduced to two-thirds and
in Repelita IV to about one half of the total outlay Ffor - the
transport sector. In addition to these specific allocations for
roads to NGH, assistance is provided through the Ministry of Home
Affairs to provinces and kabupatens 2/ to. support efforts at
these levéls of government in fostering rural deévelopment. Since
these grants are primarily to be .used for Iimproving Jlocal
infrastructure, a high proportion of them  is allocated for
kabupaten roads. The share of funds allocated to  develop — sea
transportation (ports and coastal shipping facilities) increased
steadily from 9.8 pér cent of the transport sector budget during
Repelita 1 to 21.8 per cent during Repelita IV. Because of " the
sharp decline 1in oil prices in the mid 1980s, the Government
reassessed . {ts development priorities and substantially  veduced.
its development budget. Although significant cuts were made, the

1/ Repelitas I, II, III and IV covered the period 1969/70 -
1973/74, 1974/75 - 1978/79, 1979/80 - 1983/84"and 1984/85"—
1988/89, respectively.

2/ A kabupaten is an administrative division w1Lhin a province.
wWithin - the country, there are 27 provinces and 246
kabupatens. . : ’ )
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transport sector still accounts Cor 17.3 per cent of the 1988/89
development budgel{ and the maritime sector. accounts for 12.3 per
cent of the funds allocated to the tramsport sector:

D. Ports

9. . ' IndoneQia hasg some 300 public ports scattered over . the
: alchlpelago Of these, 43 are international liner service (ILS)

ports; the  rest are feeder and special poris, serving

ipterisland, 1lokall/ and sailing vessels. The more important
ports are Jakarta (Tanjung Priok), Surabaya, Semarang and Cirebon
on Java; Belawan, Padang and Panjangon on Sumatva; Balikpapan,
Banjarmasin and Samarinda on Kalimantan; Ujung Pandang and Bitung
an Sulawesi Aamhon on Maluku, and Sorong on lrian Jaya. Jakarta,
Surabaya, Belawan and UJung Pandang, the four largest ports,
handle most of. Indonesia’'s export and and import cargoes, ¢xcept
for 5pe01a1 commodities such as crude oil, logs, timber, rubber,

palm 011l and fertilizer. Much of the domestic trafflic 011g1nates
from or is destined for thesc four ports.

10. Since most of .the commercial ports in Indonesia Wwere
established prior to independence, the original port layout was
based on design concepls and cargo handling arrangements that
reflect the technologies and maritime industry customs during the
Tirst _degades of this century. The first phase of port
inveStment was mainly for -the ports of Jakarta, Surabaya,
Belawan, Semarang  and a Tew specialized ports, where phySical
adjustments to the port system have been made over the last 25
years. Excepting these ports, the majority of Indoiiesia's
commercial ports are,. therefore,  not equipped for the
1nL10ductlon of modern Ltecchnology and efficient cargo handling
methods. This contributes Lo the low productivity in the ports
sector. The second phase is also underway . and includes the
ptepdraLlon of master plans. and detailed cnglneetlng designs for
the key 43 porls identified by 1815 as reguiring rehabilitation
and expansion. The implementation of the resulting investment
program is the third phase and is expected to provide the
infrastructure necessary to improve efficiency in the port
secltor.

11. _The AsDB has provided to the Indonesian ports scctor
seven. loans, - totalling 2150.35 million and seven technical
assistance grdnts, totalling $1.45 miltion. ~Past AsUB oprojects
have financed the rehabiiitation and expansion of the major ports
-~ .Jakarta, Surabaya and Belawa Two of these projects have
' bcen post evaluated, and in both cases it was concluded that the
projects were generally successful, providing facilities that

1/ Lokal vessels are small motorized vessels up to about 250
' _dwt capacity operating on short interisland or coastal

routes. Sailing vessels arc small wooden hulled vessels
whlch mainly depend on a combination of wind power’ and motor
propulslon

- 117 -



woere necessary . Lo handle increasing traffic, - and  that
implementation was genecrally satisTactory. -The AsDB's . sectoral
lending - strategy of first concentrating on improving ~the major
ports and then systematically upgrading other ports 1s consistent
with the Government's strategy and 1is in  line with Lhe
conclusions of the Indonesia Country Strategy Study. -

12, IBRD has funded two shipping projects and (Cwo port
projects in Indonecsia. The port projects  have funded the
expansion of facilities atl Jakarta and ~ the upgrading and
expansion of four smaller ports in Perum II.1/ IBRD has been
involved 'in the development of policies and Institutions in the

maritime  sector. Under its most recent loan, IBRD has - modified
its f{inancial evaluation criteria, recognizing. that a ‘long-term
approach must .be taken into account. to achisve Tinancial
objectives in the Indonesian Port Sector. Several bilateral

donors, particularly Japan, the Federal Republic¢ of Germany and
the Netherlands, have been involved in the maritime sector.
bonor aid is being coordinated and port investments are aliocated
by the Covernment to the various donors. :

E. Shippin

13. In 1986, Indonesia's shipping fleet consisted of 8,048
registered vessels, of which 255 were interisland vessels
operating ~as part of the Regular Liner Service (RLS); 955 were
lokal vessels and about 4,000 were sailing vessels (partly
motorized) operating on a relatively unregulated basis. = There
were approximately 2,801 special carriers for bulk trade (e.g.
fertilizer, cement, petroleum and logs), along with tugs, supply
vessels, barges, Tishing vessels -and landing craft that are
operated for dindustrial purposes. There are .35 oceangoling
vessels Tor overseas general cargo traffic.  Although the state-
owned comipany Pelayaran Nasional Indonesia (PELNI) is the largest
domeéstic shipping company, the shipping scctor is predominantly
privately owned. The lokal and sailing vessels play a key rolc
on relatively short routes and respond guickly Lo changes in
market forces.

4. Domestic trade in Indonesia has not yet been affected
by the worldwide revolution in unitized cargoe handling.  Many
ships spend too much Lime In port, either waiting For cargo or
because. of inefficient port operations, with the result that the
ratio between sailing and port.time is 1:2, compared with the
commonly accepted ratio for conventional cargo vessels of 1:1.
RIS 1is unreliable and annual ship Usage was between 10 and 15
metric tons (mt) per dead weight ton (dwt), compared with an
accepted norm of 25 mi/dwt. DBecause there atre more ships for
domestic shipping services than the trade  requires,  there is
strong competition among shipping operators and discounted

1/ Perusahaan Umum Pelabuhan II (Government Corporation for Sea
Ports in Region I1) :

- 118 -



tariffs and irregular sailing schedules arce common.

15. ) The Governmenl's -objective in shipping sector 1s to
develop the least-cost method Tor sea transport of general cargo
through  -complementary trunk-feeder shipping services - and
supporting  infrastructure which would be conducive - to reaping
the - benefits:of scaborne cargo wnitization. This will be donc
through better management and organization, scrapping obsolcte
vessels, providing adequate and more cfficient shipbuilding and
ship repair facilities, and improving navigational aids and other
aspects related to marine -safety.  Shipping routes are being
restrictured, ship itineraries reduced, and an interisland 1liner
service (ILS) established. Adjustment in shipping services will,
however, be flexible, and based on market deccisions rather than
rigorously enforced by deecree. Against this background, in 1984
the Government began delicensing cargo vesscls more than 25 years
old. In 1984 and 1985, 166 interisland vessels totalling 175,000
dwt, representing more than one .third of the 1984 capaclity. of the
interisland fleet, were delicensed. Although 36 new interisland
vessels entered service, the 1986 capacity of the interisland
fleel . was only 79 per cent of the 1984 capacity. The policy of
deilicensing and selective replacement of vessels is designed to
eliminate many of the surplus and obsolcte vessels and Improve
productivity in the shipping sector.

F. Roads and Road Transport

16. The road network totals roughly 185,300 km, comprising
about 12,600 km of national roads, 33.400 km of provincial roads,
113,600 km of local roads, 25,500 km of urban roads, and more
than . 200 km of interurban toll roads. These c¢lassificalions
provide the basis for defining administrative, financial and
organizational procedures associated with the maintenance,
improvement and construction of roads.

17. ’ The extent and coverage of the road nctwork Is
considered generally adequate for the country's road transport
needs lor several years to come, cxcept in areas newly opened for
regional development and transmigration, and [or densely
populated - corridors, particularly in Java, leading to major
cities 1like Jakarta, Surabaya and Bandung. The quality of a
large proportion of the network, however, is still substandard.
At the end of Repelita 111, approximately 30 per cent of the
pational and ~provincial road network had been improved to a
standard that would enable these roads to adequately carry
traffic with a normal program of road maintenance; the proportion
of local roads in this condition Is considerably smaller,
however. : : .

18. : In 1988 there were about 2.2 million motor vehidles
classified as four-wheeled or larger and 5.1 million mnotoveycles
reglstered: roughly 85 per cent of these were registered in Java.
The overall rate of growth of motor vehicies in Indonesia during
the period 1972 to 1988 was 15 per cent per annum. The highest
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growth rate was registered by buses (18 pevr cent), Tfollowed by
motoreyeles (17  per ceut),; trucks: (15 per cént), and cars . and
pick-ups (10 per cent). Despite these high growth- rates, the
current ratio of 43 motor vehic¢les . to 1,000 population in
Indonésia 1s still comparatively low, and it 1is likely  that the
size of the vehicle Tleet will continue to increase .in the
future. lowever, there are moderating influences oun the growth
rate of the motor vehicle Tleet.  The Government restricts -the
import of fully assembled vehicles and requires -that vehicles he
asgsembied locally. . Demand is also reduced by.hlgh import duties
on components and by other taxation and licensing measures, - ~The
motoer vchicle fleet in Indonesia Is projected to reach. 9.2
million vehicles by 1990, implying ammual growth rates of between
6 and 10 per cent for the variouns types of vehicles between 1985
and 1980, ' :

19. Road traffic grew rapidly in the 1970s,’ especially
during the. period when there was high economic growth and low
fuel prices; annual growth rates of traffic reached levels -as
high as 20 per cent in the pericd 1973 to 1978, Because of
slower economic growth and higher fuel prices, overall rates .of
traffic growth have now declined to more moderate levels. It has
been observed that for many national and provincial roads, which
have recently been improved, traffic volumes are significantly
higher than previously anticipated, indicating greater travel
aFter the roads were improved. .

G. Railways

20: The railwéy system in Indonesia is operated by the

Indonesian State Railways {PJKA), a state-owned enterprise, and
includes about 6,700 route km -- 4,700 km of lines in Java  and
the remainder consisting of Tour unconnected lines in Sumaira and
one * line in Madura. The railway has deteriorated -due to
inadequate maintenance and equipment. Due to the poor

maintenance and condition of the equipment, competition. from road
transport, and cancellation of some short distance services,
passenger. traffic declined from more than 50 million passcngers
in 1970 to 23 milliton in 1977. Since 1977 passenger traffic has
been incrcasing steadily, reaching nearly 46 million passengers
in 1883. Freight traffic, which increased from 3.9 miliion: .tons
in 1970 to 4.6 million tons in 1972, declined ‘- progressively to
3.4 million tons by 1976. In 1979, 5.2 million tons of {freight
were carried but the volume then declined, reaching 4.7 -million
in 1982 which then again increased to 5.1 milljon tons in 1983.

21. ) AL the beginning of Repelita II,  the Government
formulated . .a program Tor rehabilitating PJKA's plant and
operations and for improving its performance. The program was
implemented - with assistance from TBRD. and various bilateral
donors. Under subsequent development  plans . the Government's
efforts toward rehabilitating. the existing railway network,
improving operating cfficiency and progressing toward adequate
capacity for handling the projected traffic has continued. PJKA,
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however, continues to operate at a delTieit and there is Ffurther
scope for reducing cosls and improving operational efficiency.

H. Civil Aviation

22, . .. The number of domestiec airline passengers increased
from about 3.5 mlllion in 1977 to 6.5 million in 1981. Traffic
has = &since = deelined slightly, te 6.4 million in 1983,
International passengers increased from approximately 760,000 in
1977 to 1.0 million In 1983. The principal international
airports 1n:Indonesia are in Jakarta and Bali.

23. . About 90 per cent of the domestic civil air traffic is
handled at 27 domestic airports (out of a total 53 domestic
airports in the country) by six airllines providing - scheduled
services supplemented by charter and air-taxi . companies.
Tacilities at the airports vary widely and major - deficiencies
were identified in a study undertaken with assistance from Canada

in 1971/1973. Recent efforts by the Government have been
concentrated on improvement of facilitlies Lo permit use by wmodern
aircraft to handle traffic more efficiently. Preparation of

magter plans and detailed designs for the first-stage improvement
and development of seven domestic alirports {Medan and Palembang
in Sumatra, Semavang in Java, Pontianak and Balikpapan in
Kalimantan and. Sorong and Jayapura in Irian Jaya) have becn
completed under AsDB technical assistance.

24, 'Improvements have also been made in aeronautic
communications, navigational aids and air traffic conlrel, mainly
through billateral aid. The capacity of the civil aviation fleet
has heen expanded and low capacity older aircraft have Dbec¢n
replaced by more efficient larger aircraflt.

I. Inland Waterways

25.. There -are more than 10,000 km of navigable waterways
among - 50 river systcems. Over half of these rivers are in
Kalimantan and the rest are in Sumatra. These were orviginally
used  mainly - Tor long transport. Most of the vessels and
teriminals on the inland waterways system are owned and operated
by the private scctor. Some infrastructurc improvements have
been <carried out through the construction of new wharves,
dredging of . river channels at several river ports and
instaliation of navigational aids. However, because of large
seasonal  variations in the water level of many rivers, the role
of inland watcrways would be limited to certain arcas of Sumalra
and  Kalimantan without further investment for improvement of
erucial sections. Ald from Belgium was uwsed to {inance a dredger
and Wwork boats while river buses and river trucks were financed
by Yugoslavia. In 1985 the AsDB provided a technical assistance
" erant to study inland waterways in  South, Central and East
Kalimantan. That study identified potential projects to improve
five canals connecting the Barito, Kapuas and Kahayan Rivers and
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to improve the Mahakam River. The need to improve vessel saflety
and  Tor institutional. developmenl were also identified. Ialand
watebways in West Kalimantan and Sumatra ate expected Lo be
studied under IBRD Tinancing. ) .

J. Pipelines

26. . There are about 450 km of petroleum - pipelines in
operation or under construction in South-Central Java, and a  few
gas pipelines in Java and Sumatra. A petroleum projeect . pipeline
runs between Cilacap and Bandung. Gas pipelines are an integral
part of the Tertilizer plant at Palembang in Suimatra, and a
pipeline is under construction that will supply gas to the West
Java Tertilizer ptant at Jatibarang and a steel plant at Merak.
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REPUBLIC OF KORREA

A. Sector Overview

1. The Republie of Korea has a land area of 99,091 sq. km,
about 70 per cent of which is mountainous, and a population of
about 42.1 million. Agriculture is Lonf1nod to around 22,600 sq
km, or only 23 per cent of the total area, mainly in the river
valleys, lower hillsides, and coastal plains. The climate  is
seasonal, with wvery ecold dry winters-and hot humid summers
Annual - rainTall averages 800 mm to 1,400 mm, with about 60 per
cent of the annual rainfall ocenrring between June and September;
seasonal [looding is a pxoblem in qome areds '

2. Korea's exp01t led Lndustrlallzatlon is among the most
successful = examples of economic development in - recent history.
During 1962-1978, real gross natlonal product {(GNP) grew by about
9 per ¢cent per annum and real per capita 1income -more than
tripled. After a brief but serious recession during. 1379-1981,
the Korean economy recovered its growth momentum, with real GNP
increasing by about 10 per cent per annum during 1983-1887,
reflecting Korea's return to the high oxport- and high growth
trajectory envisioned for the Fifth and Sixth Plan periods, 1982
to 1981, GNP ‘at current prices is estimated +to. have reached
wWo7.5 trillion {$118.6 billion) in 1987, resulting in per capita
GNP of about $2,820. In January 1987, Korea began-  implementing
the SFYP, under. which economic growth is.projected to continue,
but at a rate lower than recently experienced, with real GNP
expected to increase at 8.3 per cent per year over the period.
As the population growth rate is expected to average only 1.1 per
cent annually, per capita incomes should inerease at more than 7
per cent annually; it is expected that this will be reflected,
inter alia, as an increase in the demand for all kinds of
transport.

3. The remarkable economic progress made by Korea over the
last quarter century has been -supported by the impressive
development of the country’s. transport system. At the Dbeginning
of the 1980s, Korea was 'a poor, rural, developing country,
dependent on agriculiure as its main source of income. The main
mecans of transporting goods and pdssengers was railways,  built
ecarly in this century and rehabilitated Tellowing the Korean war .,

Today, Korea 1is a scmi- 1ndustr1a11/ed middle-income country,
with about 75 per cent of its population living in urban - areas,
scerved by a relatively modern transport system. ‘Raillways have
continued to grow in absolute terms but are no longer the primary
transport mode; a diversified road network comprising toll roads,
national roads, provineial and county roads in rural : areas and
city voads has been developed, carrying wost of Lhe passenger
traffic and much of the lreight.  The share of “ coastal goods
transport has also . increased markedly, duye primarily. to. the
movement of bulk products between coastal cities and industrial
areas. The country's export drive and reliance on foreign trade
since 1970 1led to a four-fold inerease in the wvolume of port
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traffic - and ‘a more than six-fold increase in . the international
shipping . Tleet, Although domestic air transport is  minor
compared with other modes, the number of passengers has increascd
aboul four times since 1975. The Seocul subway has beenn expanded
to_'123 km, carrying about 400 million passengers ammually. A
short scction of subway (16 Km) is operational in PPusan and will
be expanded to 26 km by 1991.

4. 0 Substantial changes 1in the modal distribution of
tralffic have. occurred over the past 20 ycars. The previously
dominant role -of the railways (81 per cent of ton-km in 1966) has
been replaced: by a more balanced distribution of fTreight traffic
among rall, coastal shipping, and roads, and ameng road and rail
er passenger .transport.. Since 1965, for freight traffic,
respective shares of road and coastal shipping in terms of total
ton-km increased from 9 per cent to 23 per cent and from 10 per
cent to 39 per cent. Movements by rail, although showing growth
in absolute terms, fTell from 81 per cent te 38 per cent of. total
ton-km. These changes reflect both the economic advantages of
the: various modes and the different growth rates as well as the
locations and types of industries served. Rail and coastal
shipping are more efficient for long-distance transport and bulk
commodities, while' voad transport is  better suited to the
shorter-distance trips and  more general cargoes. Rapidly
increasing personal incomes have generaled large increases 1in
personal. travel., mainly by public transport such as express
trains and buses. Betwgen 1966 and 1986, the vroad share of total
passenger-km increased from 56 per cent -to 71 per cent, an annual
average rate of increase in passenger-km of 10 per cent; the rail
share  fell from 42 per cent to 27 per cent, with an annual vrate
of increase of 5 per cent (including the subway in Seoul). These
proportions are expected to remain with minor changes through
1991.

5. - - The development strategies of the SFYP, recognizing the
regionally imbalanced growlh strategies pursued in the 18960s and
1970s,  emphasizes, inter alia, the promotion of competition to
improve . economic efficiency, iwmprovement of equity in income
distribution, and an enhanced role for the Government in social
development and welfare activities. For the transport sector,
the Government's basic poliey focus under the SFYP is to: (i)
_increase transportation efficiency, capacily and quality; (ii)
provide transportation  facilities that ave balanced and that
encourage regional development; and (iii} improve transport

administration. The Government will seek to achieve the above
objectives through: (i) a more rational distribution of ‘the
means -of transportation; (ii) efforts Lo utilize existing.

facilities to the maximum degree; (iii)-optimizing new investmenti
and. . energy conservation; (iv) increaging the participation of
private .. enterprise - in the sector; (v) investments aimed gt
improving transportation in the largest cities; and {vi)
increasing  the length of paved roads in the network to cnhance
the accessibility of medium and small cities and rural areas.
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B. Planning, Coordination and Policy

G. The Government's basic objective.In the past has been
to increase and modernize the capacity of the transport system in
line with forecast traffic growth, with a view to avoiding major

transport bottlenccks. While this‘approach has been largely
successful in that the present transport system is reasonably
balanced ‘intermodally and traffic is, in  generdal, allocated

economically among the various modes, -this policy has followed a
number of  investment decisions, both public and private which
werc regionally unbalanced, focussing on an axis with. Seoul to
the northwest and Pusan to the southeast.. While economlc
efficiency is one of the main . criteria for transport
infrastructure - investment, the Government. recognizes that there
are still gaps that must be filled in order to encourage rapid
and equitable development. Conseguently, considerable weight is
given to the . amelioration of regional imbalances in establishing
transport infrastructure priorities. :

7. In the early 1980s, the Government recognized that
while the nation's transport system was basically 1in place,
transport investment decisions had beécome ' considerably more
complex. Although the coordination of investment plans had been
vested in the Ministry of Transport (MOT) threugh its Transport

Coordination Division (TCD), more comprehensive investment
planning and improved ccordination among Government agencies. was
required. The Government has since taken  action @ to  improve

intergovernmental = coordination through the TCD in conjunction
with the Economic Planning Board (EPB) and the 1line ministries
concerned, and, with assistance from IBRD, undertook numerous

studies of wvarious scctoral issues, including investment
planning. :
B. Regarding intermodal investment planning, there has

been a need to establish procedures for comparing investment
alternatives belween modes, as well as the investment = plans of

agencies responsible for road construction and improvement. To
this end, EPB has assigned detailed transport investment project
appraisal to its Industry Policy Coordination Bureau. This

Bureau has a staff well trained in investment evaluation that
annually reviews all major Lransport investment projects for
economic feasibility and appropriateness within the development
Plan. A further review is undertaken through an Interagency
Coordinating Committee, chaired by EPB. finally, the Budget
Bureau. of EPB, through the budget review bprocess, routinely
coordinates investment plans of the various agencies in
conjunction with the private sector.. In complex cases,  detailed
intermodal - investment planning studies are - undertaken = to
determine the most economic investment scenario and  appropriate
timing for its implementation. - This was recently demonstrated
through a study entitled "The Kyonggi Region Multimodal Transport
Study® (KRMTS), which mainly recommended additions to - the toll
road metwork and rail system in .the capital region and the
widening of some major arterial roads in the Seoul meétropolitan
area. On the basis of KRMTS recommendations, IBRD = approved a
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loan  1in .Jangary 1988 ‘mainly for the construction of new toll
roads. Studies for other reglons will be undertaken in  the
future as needed.

g.. - Respongibility for the planning and construction of all
national- roads 1is through MOC, while Ministry of lome AfTairs
(MOHA) is responsible through the provinces, counties, and clitics
for their roads. These investments in the past have been largely
uncootdinated and were dmplemented on an ad hoc basis, with
responsibility vresiding with the agency concerned; because of
this, some uneconomic and non-complementary investment decisions
have ~been made. In addition to the KRMTS, two majbr steps have
recently -been taken by the Government with a view to enhancing
coordinated road sector investment. First, a Highway Network
Master - Plan Study (HNMPS) completed in 1986 prioritized
investments for -all types of roads in rural areas to the year
2001. The recommendations of the study, along with some of the
recommendations of the KRMTS, provided the basis for  the
selection of- read 1links in rural areas to be constructed or
improved under the SRDP, concurrent . with implementation of the
SFYP. Second, since the Government has perceived . a need to
centralize coordination of road investments to ensure that
project timing and scope are congruent among the agencies
concerned, the Bureau of Public Roads (BPR) within MOC starting
in.1987 has been entrusted with the authority to review plans and
specific projects for improvement of roads proposed by tLhe
provinces and counties. IT such plans and projects are feasible
and conform to plan reguirements, the release of matching
national counterpart funds will be authorized.

C. Investment

10. For more than two decades, the transport system in
Korea has been strained by the demands of rapid economic growth;
this growth has made necessary large public sector investments
for transport - infrastructure. The Government allocated a
relatively high share of the total development budget -- up to 23
per .cent of its total capital expenditure -- to expand and
modernize transport infrastructure from 1967 to 1977, This
tapered down to about 15 per cent in the Fourth Plan (1977-1981)
and to about 10 per cent in the Fifth Plan {1982-1986), as the
economy and the investment requirements of other components of
the development plans grew. As Lhe major investmenls in
airports, ports, -and the subway system in Secul were ‘largely
completed under the Fifth Plan, the tramsport sector investment
allocations -under the recently initiatced SFYP have been scaled
down Lo aboul 4 per cent: of total national capital investment.
However, the allocation for national roads, including toll roads,
has been increased about threefold in current terms compared with

the Fifth Plan outlay for roads. Total transport sector
investment under the SFYP is expected to be about W7.0 trilllon
($9.7 billion). Roads account for aboutl 58 per cent of the

transport sector plan expendlture, at W4.0 trillion {$5.6
billion). :
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11, Large investments in transport infrastructure have been
- complemented by a considerable ¢flfort to laprove the ,gfficiency

of the transport system through. the establishment - and
strengthening of institutions to.plan, construct, malntain and
operate transport Tacilities and. services. . In the publlce sector,
institutions, such as the Korea llighway Corporation (KIC) and BPR
in MOC, the Korea National Rallroad {KNR)., and the - Korea Maritime
and. Port Administration . {(KMPA) in the Ministry "of TPransport
{MOT), have been established or strengthened, in many lustances
with increasing financial and managerial responsibility. ~In. Lhe
private sector, a highly efficient contracting industry for civil
works has evolved, which reflects both the policy of competitive
bidding in the award  of contracts and the large  volume . of
construction that has been carried out in Korea during the ' past
20 vears. There are now some 500 firms capable of -“handling a
broad. range of public works. " Furthermore, with Government
encouragement, the major constiuction firms have successlully
expanded their construction activities overseas.

D. Roads and Road Transport

12. _ ‘With the high level of public expenditure,’ -including
multilateral and - bilateral assistance, Tor road subsector
investment since the First Plan, the extent and condition of the
road network have improved considerably. Between 1962 and . 1987,
the total road nctwork has doubled, from 27,200 km Lo 54,889  km,
and the percentage of paved roads has Ilncreased from about 5 per
cent in 1962 to 57 per cent in 1987. During . the dame time
pericgd, the rural vroad network,  comprising toll roads and
national, provincial and county roads, has increased Trom 16,000
kit with 6 per cent paved to almost 37,000 km with about 50 per.
cent paved. Qf this,.about 82 per cent of the 13,800 km natiounal
road network (including 1.539 km of toll roads) was paved, as was
about - 42 per cent of the 10,328 km provincial reoad network and
about 22 per cent of the 12,861 km county road network. City and
special city 1/ roads amount to 17,700 km, of which 13,000 km (75
per cent) were paved in 1987.

13. Construction of toll roads in Korea began with the "‘AsDB
financed Seoul-Incheon highway in 1967, which was the first toll
read handed over by MOC to KHC For management, in February. 1969.
Since then, the locally financed four-lane Scoul-Pusan toll road
was put into service in 1970 and several two-lane toll roads have
been constructed under local and external financing. ‘As traffic
volumes have increased rapidly on all toll roads, particularly on
the two-lane roads, congestion is becoming a problem . and  road
capacity increases are necessary. Fo this éend, KIC has been
actively cngaged 1in the widening of toll roads to four or six

lanes. A toll road network of 1,539 km is currently managed by
KHC. '
1/ There are 57 cities and 5 Special Cities in Korea. --Special

clties include, Seoul, Pusan, Daegu, Incheon and Kwangju.

~ 1306~



14, _ The Sixth Road Development Program {(SRDP), preoparcd as
part of Lhe SFYP, emphaslzes that the proteclion of existing road
facilities through adequate maintenance 1s as importanl as
building new ‘and Improving existing roads.. SRDP also glves
pollecy :direction for wvoad transport, which in consideration of
the need Lo promote economic developmenl in the less developed
parts of the counlry cmphasizes the need to: (1) expand and
widen arterial roads where trallfic volumes warranl: (i1) contlmic
improving and paving natlonal, provincial, and county roads;
(i1i) ~inerease. and modernize Lhe vehicle fleet and  further
develop:. both vehicle and road salety measurcs: (iv) improve -the
effi¢iency " of  rtoad transport operators by expanding terminal
facilities and encouraging larger-scale transport flrms; and {v)
expand and improve the transportation network in remote arcas Lo
reach  all villages with 50 or more houscholds. To this ond,
under the SRDP a total of W3.675 trillion has been allocated for
the road subsector for construction of 300 ki and widening of 240
km of toll roads, paving of 1,800 km and widening of 900 -km of
national roads, and paving of 3,900 km of provincial and countily
roads. buring the SFYP perioed, it is expected that about 2,500
km of city roads will also be jmproved. The Improvement of city
roads is not included in the SRDP but is expected to cosl a total
of Wi1.4 trillion over the Plan period.

15. The motor vchicle fleet in Korea has been pgrowing
rapidly in recent years with the growth of the economy and
personal - incomes, despite relatively high levels of taxation on
private automobiles. In 1987, a total of 2.54 million vehlcies
were registered in Korea, of which abut. 1.61 million were road
vehicles with four or more wheels, including 844,400 cars and
taxis, 200,500 buses, and 587,000 trucks; the remaining 924,000
véhicles were motoreycles. With the development of the domestic
aptomotive -industry and the rapid. cconomic growth during the
Fourth and Fifth Plans, vehicle registrations increascd at annual
rates of 30 per cent and 20 per cent respectively and Lraffic on
national roads in rural -areas has been increcasing at an  anmal
average rate of 12 per cent. Under the SFYP, the vehicle [leet,
excluding motoreycles, is expectled to increase to 3.2 million
units by 1991,1/ an annual -average growth rvatce of 23 per cent.
‘tThe rapid vehicle fleet growth in the past has increasingly
burdened the public road system, with the result thal morc roads
heed to be improved, congestion is becoming more common, capacity
increases are warranted, and trallic safety has become a major
national problem. The expected vehicle lMeet growth under the
SFYP willl exacerbate the necd for road investment and road salety

measurces.,

E. Rajilways
186, ‘At the end of 1988, the railway system, operated by the

1/ Compr]sihg 1.8 million cars, 0.4 mlllion buses and about 1
' million trucks.
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semi-autonomous Korean - National Railroad (KNR), "had a  ftrack
leiigth of 6,339 km. Of this, 825 Km was. double-tracked and 441
Kin was electrifisd. In 1986, KNR rolling slock.amounted to 1,298
locomotives (including 818 diesel, 524 electric and - 156 other,
including specialty locomotives), 15,858 Treight cars, and 2,213
passenger cars, : : : Co

17. . Rail freight traffic consists -mainly ‘of . bulk
commodities. ot  the 12,813 million ton-kms = .of  freight
transported in 1988, 42 per cent was anthrdcite, 20 per cent was
cement, ‘and 8 per cent was ore. General cargo accounted for ounly
about .20 per cent. Freight transport by rail has growth slowly
during the period 1980-1986; ton-kms increasing by 18.9. per cent
during the period. Passenger travel by rail also increased, . but
by only 8.9 per cent over the five-year period. However, since
mosi of the increase in domestic traffic in recent years . has
aceruned  to road transport,  the railway share of total.  passenger
traffic declined from 43 per cent in 1962, to 27 per cent in
1971, to 23 per cent in 1981, and to 21 per ¢ent in 1986.  The
freight traffic share alsc declined, from 78 per cent in 1862, to
47 per cent in 1971, to 46 per cent in 1981, and to 38 per cent
in 1986. o : ' ' '

18, Under f£he SFYP, it is estimated that the railway share
of freight will continue to decline as a result of the continued
expansion of the paved highway network, but in terms of absclute
volume the demand for railway freight services is . expected . to
grow by 17 per cent. The rail proportion of passenger-km during
the SFYP period 1is expected to remain at 21. per cent.
Accordingly, the SFYP, with a total railway allocation of — about
W1,462 - billion {about $2.0 billion), -provides  for substantial
improvement of . railway. lines (mainly extension of line,
construetion of double tracks, clectrification, etec.) and rolling
stock. The SFYP alsoc envisages continued improvement to rallway
operating  practices, giving high priority to long-distance
passenger and bulk cargo traffic. Low-traffic. stations and
vnprofitable lines may be abandoned.

F. Ports and Shipping

19, There are 25 first-class and 22 second-class ports .and

numerous miner local ports along the coastline of Korea. Since
Korean industry relies to a Jlarge extent on imported: raw
materials, most industrial complexes are located near ports. In

resnonse to the substantial growth in the Korean economy, freight
transport - through the ports over the decade 1976-1986 increased
more than threefold, from 72.89 million tons to 219.95 million
‘tons, an anoual rate of increase of approximately 11.7 per éent

This rapid rate of increcase has resulted in serious port capacity
problems at times, but investments 'in. the Iimprovement ‘and
expansion of port facilities have made it possible for Korean
ports generally to keep pace with the rapidly increasing traffic
volumes. 1In addition to the assistance provided by the AsDB for
the development of Incheon Port, the Government has also received
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asgistance Trom IBRD, OECF and the Saudi Fund for Development.

20 . . - The two main international general cargo ports are
pusan and Incheon, which respectively handled 26,1 per cent and

15.9 per . cent of international tonnage in 1987. Pusan 4is the
main container port handling 97.7 per cent of container cargoes
in, 1981 with Incheon handling the remainder. This imbalance
prevails .despite the fact Lhat a substantial proportion of -all
containerized cargo originates in or is destined for the Incheon
" hinterland. -Apart from the available capacity at Pusan, - several
reasons account for this imbalance: - {(i)Incheon is situated about
one shlp day from container shipping routes:; (ii) the tidal range
of: ‘up .to. 8 m at Incheon restricts entry to the 1locks -at low
tides, causing  delays to shipping; and (iii} the present low
1eve1 of surcharges at Pusan port has not induced shippers. . and
consignees  to use- Incheon Port. Also, at present the port
traffic organizations and the shipping agents are concentrated in
Pugan. In.the long run, the opening of the new container ports
;nﬁ,thelpeoples Republic of China, being developed with OECF and
IBRD assistance, will bring Incheon nearer to the main container
routes.

21 ' Coastal shipping is becoming a major mode of domestic
freight- transport. in 1986, only 0.7 million ton-km were
transported by this mode, representing about 10 per cent of the
total domestic ton-km. By 1981, coastal shipping handled about
34 -per cent and by 1886, 38.5 per cent, or 12.9 billion teon-km.
Much. of this traffic consists of bulk commodities such as o0il,
cement and -anthracite. In 1985, the average haul per ton of
cargo was about 345 km. The share of the total domestic traffic
is expected to increase to about 40 per cent, or 17 billion ton-

km by 1991.

22. . - In view of the growing volumes of both international
and - coastal freight traffic, measures are being taken to increase
the cargo handling capacity of the ports. The OSFYP envisages,
among - other things, continued development of both Pusan and
Incheon ports. Under the SFYP, the Government has allocated
about W1,154 billion ($1.86 billion}, representing about 18 per
cent of the total transport infrastructure alleocation to port

development.

G. Civil Aviation

23. Aviation plays a very minor role in the Korean
transport system, with domestic. air passenger-km accounting for
only -1.3 - per cent of the total in 1986. Growth is rapid,

-however, and: during the period 1977-1987, domestic passenger-km
grew fourfold - from 385.3 ‘million to 1,430.8 million
(approximately .14 per cent per annum) . The privately owned
Korean Air 'Lines (KAL)} operates international and domestic
flights.  In 1986, the aircraft fleet consisted of 47 passengevr
alreraft (31 wide- bodied jets, 15 other jets, and 4 turbo-props),

15 light aireraft, 37 helicopters, 9 training aircraft, 1
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inspection aircraft; and 1 glider. “There are three international
airports, at Kimpo (Seoul), Glmhae {Pusan), and Jeju. In 1988
the Government authorized the formation of a new privately-owned
airline which will compele dircetly with KAL for domestic and
international traffic.
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MALAYSTA

A. Sector Qverview

1. Malaysia. a country of about 16.5 million people
{1987), 1is scparated Dby the South China Sea 1nLo Péninsular
Malaysia and .the East Malaysia ‘statles of Sabah = and . Sarawak.

Aboul 83 per cent of the population reside in Peninsular Malaysia
while approximately 8 per cent are in Sabah and 9 per cent in
Sarawak. Malaysia 1is a predominantly rurai countiry with B0 per
cent of the population of Peninsular, Malaysia and. 80 per cent of
the population of Sabah and Sarawak living  in  rural areas.
Malayvs constitute the 1argeqt ethnic group (48 per” cent  of  the
population), followed by the Chinesc . {31 per  cent), . the
indigenous ethnic groups (12 per cent), the Indians (8 per cent},
and - others (1 per cent). Within Peninsuiar Maldyqia, ethnicity
differs significantiy between urban and rural areas with 73  per
cent of the Malays residing in rural areas, compared with 41 per
ceni of the Chinese and 55 per cent of the Indians.

2. Administratively, Malaysia. is divided into 13 states
and . the VFederal Territory of Kuala Lumpur and Labuan, and. 123
districts. In Sabah and Sarawak, where the population is widely
dispersed, the "Division” is a third administrative level between
the State and the District. Malaysia'a resources and the
benefits of its economic growth have not yet been equally  shared
among all people and regions. Although the overall incidence. of
poverty has decreased substantially since 1970, there are still
wide variations in poverty among regions. In 1984 approximately
25 per cent of rural households were in poverty, as compared with
only 8 per cent in uxban areas.

3. The pOllLlCal and economic devolopment of Malay51d had

a profound effect on the development of the transport system of
the country. For example, until the mid 1960s, ports in the

coutry were playing a comparatively minor role in the handling of
the country’s international. trade..  Approximately 45 per cent of
the total Peninsular Malaysia's international seaborne trade were
handled through Singapore. With the formation of Malaysla
(comprising the Federation of Malaysia, Singapore, Sabah and
Sarawak iIn 1963); Singapore,. which had long  since established
herself as the leading . entreport of South East Asia, continued to
play a dominant rvole in the handling of Malaysia's seaborne

trade. However, the seccssion of Singapore f{from Malaysia in
August 1965, led to a change in the Malaysian Government's
policies in the handling of its increasing seaborne trade. AL

the same time, the diversgilication of the country's economy to
include manufacturing activitics resulted in increased demand for
the ¢ransport system.

4. During the 1970s the cconomy of Malaysia grew at an
average rate of 7.8 per cent per annum with signlficant shifts in
the structure of the economy as well as diversification of its
export base. The share of manufacturing in the Gross Domestic
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Product (GBP) increased from 1¢.4 per cent in 1975 to 20.9.'per
cent in 1986 while that of agriculture decilined from 27.7 per
cent to 21.4 per cent. Foreign trade, which accounts for necarly
50 per can ol the e¢ountry's GOP, has greatly influenced the pace
and” dirgction of economic growth. In Peninsular Malaysia the
_10Lation “oT - the major ports on the west coast has, thercfore,

played an important role in the development and quality of inland
transport as well. as in the’ pattern of wurbanization in the
“eountry.  As a result the inland transport system is relatively
better = developed - in the States where the larger urban centers
(Kuala Lumpur, Penang and lpoh) are located (i.e., in Selangor,
Penang and Perak States) than in the central and eastern States
of Peninsular Malaysia and in Sabah and Sarawak. These three
States. account Tor about 15 per cent of mdnuFdCLUILHg outpul and
54 per cent of GDP but only 34 per cent of the total population
“of the- country. The Government's objectives in transport
development are the improvement of infrastructure in the less-
developed 'States to provide good access and transport services,
and the: 01im1naL10n of transport bottlcenecks which have hindered
soclo-economic development in lhese States.

5. The ‘rapid glowth in t]aanOIL demand has led Gto an
increasing use of petroleum products, A major portlion of ecnergy-
use -ig related to freight transgportatlion. A recent study
examincd, among others, the possible savings in energy through
higher utilization of the railways for freight . transport. The
study concluded -that rail transport should be limited to
specialized. bulk cargo and that road transport would remain the
dominant -mode for freight due to 1its competitiveness and
Flexibility particularly for short ‘and medium hauls. The
Government recognizes the need [or efficient use of encrgy and is
planning to undertake a study of the energy secctor, which would
include energy-use in transport.

6. . Most of the major transport development programs of the
Government -under . the Sccond (1971-1975) and Third (1976-1980)
Malaysia Plans were based on the recommendations of the General
Transport Survey of Malaysia completed under UNDP TfTinancing.
Regarding roads in Peninsular Malaysia the Survey concluded that
the primary network was mostly complete, but stressed the neced to
improve the existing network and undertake new construction in
new growth areas particularly in the lcss-developed east coasl
States. The recommendations lor the road scctor were aimed at:

(i) upgrading of the road network to meet the projected growth in
“Lransport dcmand {(ii) removal of constrainls on the  existing
facilities; (iii) improvement of rural and village roads to
" gsupport agiricultural programs and improve . the socio—economic
well-being of the rural people; and (iv) construction of
deve]opmcnt and feeder roads Lo open  up new arcas. The
Governmenl's road developmenl programs under the Fourth Malaysia
Plan (1981-1985) largely followed the same strategy with cemphastis
on reducing the locational disadvantages of the less-developed
States, with the aim of narrowing income disparitics among the

regions.
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T. - Significant nmprovemontq were wmade dutlng the Sccond
and  Third Malaysia Plans periods to the country's transport
systems. . Among the - transport modes, To0 ads accounted Tor about
50-80 per cent of the total allocations nnder each Plan period,
Under the Yourth Malaysia Plan about M%4, 20 hlllion {neavly 11
per cent of the total development budget} were allocated: for the
transport sector with about 58 and 21 per cent for road and port
development, respoct1vcly This Llrend is Iollowed by the current
Fifth Malaysia. Plan.  (1986-1990). Although the qhar of ' the
transport sector in the total development hudget declined ‘over
the respective  Plan periods, it still vranks third after
agriculiure and rural development and commerce and industry.

B. Planning, Coordination and Investment

8. The planning and coétdination of iransport in Malaysia
involve the cooperative efforts of 'a number of agencies of the
Government. The Transport Section of the Economic Planning Unit
{(EPG) . in the Prime Minister's Depaxtment is responsible for the
formulation of @ macroeconomic plans and also for the overall
scctoral  planning in collaboration . with the ministries and
departments concerned. In addition, EPY prepares _ basic
guldelines for the use of the ministries and departments and
liaises with the various modal agencies and State Governments to
ensure coordination of sectoral development plans and consistency
between sector and subsector plan.

9. - The Mlnlstry of Transport (MOT) is responsible  --
directly or through the moédal agencies ~- for planning and policy
formulation fTor air, rail and road transport (with the exception
of planning of road infrastruc¢ture facilities) and rfor ports ‘and
shipping. A Planning Division established within MOT assists in
the formulation, ‘evaluation ~and implementation of transport
policics, development programs and capital projects. Yhile road
transport is regulated by the Ministry of Public Enterprise, the
planning and development of roads is carried out by the Ministry-
of Works and Public Utiltities (MWPU) which has large and well
staffed - departments. The Highway Planning Unit (HPU} in MWPU
assesscs the adequacy of the existing road systems, and plans and
formulates future road Programs commensurate  with. the
transportation needs of t{he country. The varloﬁs pPlaming
agencies have from time to time been assisted by forelgn experts
and local consultants for SpOlelc Teasibility studles as well 45
general studics.

10. The General Transport Survey of Malaysia considered the
separation of planning for roads from other transport modes to be-
an anomaly in the ozgani/at;onal structure ~[lor transport
planning. The Survey p01nLed out that MOT's . Planning Division
(in ‘conjunction with EPU's Transport Sectlon) was the proper

agency - for planning relating to all transport modes.  Howevéer,

the overall framework fTor transport development recommended by

the Survey and the existing arrangements for transport planning
have been satisfactory.
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11. Since " the beginning of the Seecond Malaysia Plan in
L971, the Government has. received asslstance from the AsDB, IBRD
and bilateral sources for the improvement and expansion of its
transport network. Bilateral assistance for the road programs
“has been provided by Australia, Canada, Denmark, the Federal
-prgblic of Germany, Japan, the United Kingdom, and the United
States.

'C' Roads

12. At the - end of 1980 the public road system in
Walay81a consisted of about 20,500 km, of which about 85 per cent
wasﬁ paved The loads are classified into Federal, State, and
Municipal depending on their function and the administrative
“responsibility - for thelir maintenance, improvement and
construction. - Federal roads generally provide connections

between the States or major ports: Stale roads serve regional and
inter-distriet traffic and also provide access to villages, farms
and markets; and municipal roads are mostly city roads. 0Of the
total network in 1980 about 4,800 km were Federal roads, 14,000
kin State roads, and the remainder {1,700 km) Municipal roads. It
is estimated that about 75 per cent of passenger traffic and 60
per cent of freight traffic in Peninsular Malaysia use the rvoad
system.

13. During the Second. and Third Malaysian Plans peried good
progress was made in the upgrading and improvement of the road
system to cater to the rapidly growing demand for road transport.
‘Most of the development during the Seccond and Third Malaysia
Plans  was focused on upgrading those parts of the road network
connecting production areas and raw matcrial sites to ports and
markets "and .on the conSt1uct10n of new roads to serve land
development and settlement shemes. To provide improved transport
facilities-in rural areas an Accelerated Rural Roads Program was
undertaken during the Third Malaysia Plan. The program envisaged
the construction of about 1,250 km of new roads and upgrading of
about 1,350 km of existing roads. The Government pursued a
similar balanced road development program during the Fourth
Malaysia Plan {1981-1985). Besides complcting the various
projects carried over from the Third Malaysia Plan, the program
included upgrading and improvement of the existing road network,
rehabilitation of about 1,100 km of roads, the building of aboutl
1,400 km of new rural roads particularly in the less-developed
States, construction of -about 1,080 km of development and feeder
roads in the various regional deve!opment schemes, improvement of
village roads, and improved maintenance of the road network.

D. Railways

147 : Raiiway services are available only in Peninsular
Malaysia and are provided Dby the- ‘Malayan Railway (MR}, an
autonomous Government enterprisec with a rail network: (meter gauge
and mostly single track} conqisting of about 1,760 route km. The
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railway system is roughly Y- shaped, with Singapore at the base
and the two arms extending from Gemas {210 Jan:: norvth . of
Singapore), one along the west coast and Che other . through . the
central part of the Penlnsula; both arms link with  the Thai
railway system. In recent years. railway development Tocused on
the lmptovemont and modernization of existing facxlitlos The
diegselization  program of MR.was completed by 1976 As a. result
of the development programs, an upward trend in passenger travel
has been evident with the passenger-km of travel increasing frow
roughly 620 mitlién to 1,356 million between 1970 and -1980.
However, the increase in goods ernsp011 during the same period -
—from about 1,200 million ton-km. in 1970 to 1,640 million  ton-km

in 1980 -- was at a low rate indicating Lhat the railway is still
in a relatively unfav01ablo ‘competitive p051t10n vis~-a-vis road
transport. The overall financial performance of MR has not been

satisfTactory. Durlng the Fourth: and Fifth Malaysla ‘Plan ‘period
{1981-1990) MR pursued its cperational targets of; (i) purchase
of additional rolling stock; (ii) renewal and doubling of t{rack
and rehabilitation of bridges; (iidi) provision of rail links from
Tampoi to Johor port, Trom -Sungai Way . to- Kuala " Lumpur
International Alirport; {iv)} modernization of the. Sentul workshop:
and (v) modernization of signalling and communications and
conversion of open level-crossings. : .

E. Shipping

16. - During 1980s, expendltute on shipping continued to
contribute to almost B0 per cent of the country's. services
deficit. In early 1980s the Government introduced & policy of
confining domestic shipping to locally rvegistered ships with the
result that since the ineception of the policy, licenses have been
issued to more Malaysian than foreign registered vessels. While
in 1971 MISC had a Tleet of only six vessels with a tonnage of
65,000 dead weight tons (DWT), by June 1983 it owned and operated
a diversified fleet of 45 vessels  with a’ total Lonnage of about
1,450,000 DWT which is more than 80 per cent of Malaysia's  total
volume.l/ During FMP the activifies of MISC continued to expand
further and diversified in order-to increase its parthIDdtiOn in
both domestic and international shipping. An additional fleet of
46 vessels was added to the current fleet of 31 vessels to reach
a target of 2,500,000 DWT by the end of 1985. The expansion was
intended in container, RoRo, tanker, bulk and coastal vessels:
Another priority area of MISC's involvement was in the shipment
of LNG, from Bintulu/Sarawak, which commenced with the delivery
of three LNG carriers in 1981 and 1882Z; two more carriers wervre
delivered during 1984. With this policy Qf expansion, the
Government intends to reduce its large deficit in the balance of

1/ The MISC-fleet con31sted in 1980 of six conventional liner
ships, twp third-generation container ships, two fully
cellular container  ships, two - container. feeder vessels,
three parcel tankers, one ore-oil carrier, two ; woodchip
carriers, eight bulk carriers and ftive coastal ships,
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services.

F. Eorts '

16, - There are 103 areas designated as "ports" in Malaysia.
However, these ports can be broadly categorised into three
groups, i.e¢. major ports serving both international and domestic
trade, principal minor ports handling domestic trade and minor
ports or JGtLlOS There are nine port authorities in Malaysia of
which five are .federal ports {(Port Klang, Penang Port, Johor Port
and KuanLan,_Port in Penuinsular Malaysia and Bintulu Port in
Sarawak) Tresponsible to the federal Ministry of Transport. In
.Sarawak, the three port authorities fall under the authority of
the State Ministry of Infrastructural Development whilst in
Sabah, all poxts are grouped in the Sabah Ports Authority under
the control of the Sabah State Ministry of Communications and
Works. Minor ports in Peninsular Malaysia are administered by
the Marine Department. The Tinancial status and autonomy of the
port authorities vary from port to port. Penang Port Commission
and. Klang Port Authority do not receive any financlal grants fron

the = Federal . Government. Major development expenditure are
financed from internal resources and by external leoans. . lowever,
newly established port authorities such as Johor, Bintulu and
Kuantan Ports received Tederal grants as start-up costs. All

port authorities are required to pay income tax of 35 per cent on
their net profits. The annual [inancial budgets are approved by
the Minister of Transport.

17. .+ Port Klang, the premier port of Malaysia, is
.strategically located . on the weslt coast of Peninsula Malaysia
bordering one of the busiesit shipping lanes of the world, - the
Straits of Malacca. It is also the main port of call to vessels
in the Europe-Far Easlt routec. #Port Klang is 40 kilometers to the
west. of Kuala Lumpur, the capital city of Malaysia and has the

biggest and fastest growing industrialised hinterland. Port
Klang is only 26 kilometers from the country’'s maln International
Airpot. In 1988, Port Klang handled 15.9 million tons of cargo

including 325,000 TEUs containers. The container traffic of the
Porlt 1is two-third of the country’'s container traffic and is
expecled to grow at a rate of 18 per cent Tor the next Lwo years
to reach a figure of 450,000 TEUs.

18, Phe expansion proglam for Penang Port during 1970s was
assisted by the AsDB through two loans, . included the construction
of a bulk cargo terminal, a vegetable oil berth and a Container
¢um . Roll-on/Roll-off Berth. The cargo - handling ' capacity of
Penang  Port (excluding private facilities) was increascd from
about 2.0 .million tons in 1970 to about 5.5 million tons by
1980/81. ° It was further increased Lo about 9.0 million Lons
mainly . through ‘the conversion of the existing general cargo
_berths to container. berth and the construction of an additional
berth - for the existing bulk cargo terminal. In 1988 the Port
handled 8.4 million tons of cargo which is about 12 per cent of
the Malaysia's annudl total throughput.
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19. The ekpunsion program Tor Johore Port, which aims to
increase its capacity from 3.5 million tons in 1980 to about 7.5
million tons during the FMpP-peried, includes the construction of
an additiomal multi-purpose berth (foi breakbulk carge and
containers), two berths fTor dry bulk cargo and a. dangerous cargo
jetty. In. 1988, the Port handled 7.3 million ~tons. Kuantan
Port, located on the. east coast of Peninsular Malaysia has been
developed with  Tinancial assistance of the AsDB and has -been
fully operational  since Jdnuary 1984, The deepwater port
facilities in Kuantan now compriSe four cargo berths backed up by
a transit shed, container Treight station and conta1ncr stacking
vard, a ‘dolphine berth for palm oll shipments, -a mineral . oil
jetty, port . buildings and other ancillary facilities and - port
equipment.  The Port's annual throughput in 1988 was 1.8 million
tons. B

20, With the discovering of oil and gas off the coast of
Sarawak, a new port was completed at Tanjong Kidrong, Bintulu,
the only deepwater port in  East Malaysia under financial
assistance jointly provided by AsDB, IsDB and OECF .in  December
1982, and has been fully operatlonal 81nco January 1983. - The
Port was developed to serve the growing import/export traffic = of
the port hinterland and provide Tacilities for the export of LNG
from an offshore gas FTield. The present port facilities comprise
an LNG jetty for 70,000 dwt LNG tankers, a bulk cargo berth with
alongside - depth of 13.5 m, three general cargo berths, a Ro-Ro
ramp, port buitldings, .other ancillary facilities and port
egquipment. The Port is the Tirst Federal Port in Sarawak and 1is
well managed and operated by Bintulu Port Authority, established
in Auwgust 1981. The annual throughput of the Port amounted. to
9.5 million tons in 1988, which is 13 per cent ol the country's
iotdl cargo throughput of the year.

21. In Sabah, four ports namely Kota Kinabalu and Labuan on
the west coast and Sandakan and Tawau, are grouped in the Sabah
Port Authority, of which Kota Kinabalu is the largest to be
followed by Sandakan. These latter two ports were developed . to
the current status during 1970s under IBRD assistance. The total
cargo handled by the Sabah Ports amounted to 12.5 million In
1488.

22. In addition to the major ports referred Lo’ above

smaller ports, - Kemasin and Kamanan, on the east coast of
Peninsular Malaysia have been deveéloped. @ These two ports

however, are more speclalized in nature., ' A single berth with a
conveyor belt installation, designed primarily to handle cement
clinker has been developed at Kemasin. The other 'small port at
Kemanan was developed by partly uwtilizing someé of the Tacliities
for a  petroleum supply base at the same  location. The. basic
objective 1is to provide a deepwater berth for iron-ore carriers
which will deliver ore to the sponge iron plant planned to be
located in the industrial estate close. to the petroleum supply
base. In addition, iron billets will be shipped out to steel
rolling mills in Malaysia, including Malayawata Steel Mill in
Butterworth.
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23. - Apart. from recently completed Bintulu Deepwater Port at
Taujong. Kidrong, _the coastline of Sarawak is shallow and
exposed, lacking natural harbors. Only the Sarawak and the
Rajang rivers are sufficlently deep Lo permit the entry of ocean-
going vessels to Kuching and Sibu ports which are located 35 and
88 km from the.sea, vespectively. However,; ecven at these ports,
ships can arrive and depart only during hlgh tide. The difficult
approach channels to thesc ports generally limit: movements to
daylight hours. Coastal trade and communications depend on small
. vessels  which ply - regularly between Kuching, Sibu and the minor
coastal and vrtiver ports. Most of these privately-owned local
craft act as Teeders to ocean-going vessels calling &4t Kuching
and Sibu. Both ports, administered by the Kuching and Rajang Port
Authorities, -operate effectively and efficiently to serve their
respective hinterlands. Miri, in the northeast, is accessible
only _by Vessels,Qf_very-shallow draught (2 m maximum). Larger
ships must be handled at anchorage ahout 5 km off the Baram River
entrance; loading and unloading is donec by lighterage with the
attendant ‘high levels of damage. Lightcrage offshore 1is very
sensitive to weather conditions with bad weather preventing
lighterage about 20 per cent of the time. Not only are vessecl
operations intérrupted frequently, but it is not uncommon during
bad weather for Miri cargo to be overcarried to. Labuan (Sabah)
and- transhipped. and trucked back to Miri at . considerable
additional expense and increased cargo damage and cargo loss.

G. National Port Plan for 1990s

24 . . . Recognising the importance of-a Tar-sighted plan to
puide the Tuture development and management of the country's
ports,; the "National Port Plan” study was commissioned in 1986 by
the. Malaysia Government with the IBRD's financial assistance.
The main objective of the study was to prepare a master plan for
"systematic and coordinated development” of ports in the country
in order to avoid duplication and under-utilisation of existing
port Tacilities as well as to ecstablish coordinated port,
expansion strategies in the context of increasingly expensive
port devclopment technology. One of the major recommendations of
the study is the direction and specific role in which the major
ports be developed in the 1990s.

25. Whilst each port continues to service its own regional
arcas, three ports have been ldentiflied and vrecommended as
principal (but - not exclusive) <concentration centres for

particular cargo categories, namely: Port Kiang for containers,
Johor -Port for dry and liquid bulk and Kuantan Port for sawn

timber. With the completion ol the road between Bintulu and
Brunei, Bintulu Port will be the regional gateway for eastern
Sarawak . The remaining major ports of Penang, Kuching and Kota

Kinabalu will continue to retain their current voles as
multipurpose ports and regional gateways of their respective
trade areas.

26. - Based oﬁ the overall Master Plan and consistent with
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the recommended future vole of each-port, the following maln port
infrastructure developments have been identified from now. to .the
year 2000, namely: Port Klang for additional container berths
and expansion of port facilities at Pulaun Lumut, an-island about
2 kilometers from the North Port, Penang Port for three new
container berths at North Buttérworth, and  Johor Port for
additional liquid and dry Dbulk berths  including container
facilities. with the completion .of the current expansion works
at - the other ports, no major development is  Toreseen in the
immediate future. The total capital expenditure for additional
facilities for the next ten years is estlmated to ‘be in the
region of M31.2 billion. ) ’

H. Civil Avialion

2., “There ‘are sixteen commercial airports in Malaysia,
providing a comprechensive air transport network for scheduled air
services. The airports at Kuala Lumpur and Penang.in Penninsular
Malaysia and Kuching and Kotakinabalw in East Malaysia serve both
domestic and international flights. Passenger tvaffic - increased
at. the vrate of 15.8 per cent per annum betwcen 1970 -and 1980
while air freight increased at 26 per cent per annum. - Passenger
traffic in 1880 totalled 3.5 million (in and out) and air freight
handied was 35,200 tons. In Peninsular Malaysia, the
‘construction work for the expansion and development of Penang
Airport was completed in December 1978 with the AsDB assistance.
To meet the ever increasing traffic demands, the Xuala Lumpur
International airport 'was also expanded in early 1980s.,
Recognizing the importance of air transport for both passenger
and freight ftraffic and in line with the rapid growth of such
traffic,. the QGovernment is planning &to carry out further
improvements and upgrading of existing airports and to construct
additional STOL {Short Take-0ff and Landing) air strips
(particularly in Sabah and Sarawak) to give improved access tTo
remote areas.

I. Transport Network in Sarawak

Z28. Sarawak is situated on the northwest coast of the
island of Bornec in the South China Sea. With an area of 121,800
sg. km. Sarawak comprises 38 per -cent of the total area of  the
Federation of Malaysia but only about one tenth of - the total
population., ‘The population, which was estimated at 1.31 million
in 1887, is distributed unevenly over the State. Population
concentrations occur around Sibu, and to a lesser degree -near
Miri in the northwest. The major urban centers are Kuching (the
State capital) and Sibu located in the southwest region. In
1987, Kuching had a population of abhout 160,000. The State 1s
gsegmented by mountaln vanges and a lavrge number of rivers  which
flow generally from the southeast to the northwest  toward the
South China Sea. The coastal areas of the State are Tflat "and
tow-lying with extensive peat swamps and crisscraossed by large
sluggish rivers. From the aliuvial coastal plains the terrain
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changes Lo undulating foot hills and eventually forms the rugged

mountainous interior. Due to the nature of the terrain and Lhe
~distribution of the population, Sarawak's State transportation
network until recently was, and in some areas stGill is,
rudliimentary.  Historically, transport within the State has

depended . upon -the inland river nctwork. This pro-eminence of
river <tUransportation has recently begun to c¢hange with the
development -of alternative modes ol transport, c¢specially road
transportation,

29. The iInland walerways system of Sarawak penetrates
deeply into the interior. Almost all settlements are located on
or c¢lose to. rivers and are. accessible Trom the coast. Most

rivers, however, have sandbars atl their mouths which restrict the
size of vessels entering them, and the lower courses of many
rivers ‘have. frequent shallows, mud flats and swift currents.
Only the Sarawak and Rajang Rivers are sufficiently deep to
permit the entry of ocean-going vessels Lo the general cargo
ports of Kuching and Sibu. Raplids hinder movement inland on some
rivers, and river transport is sometimes hampered by lack of
water - during the dry season. A pattern of internal water
transport using 250 to 500 ton-barges has - developed which
involves expensive transhipment and multiple handling ‘of cargo
between the coast and final destinations. ©Once an adequate road
network is developed, this situation is expected to ‘change fTor
incoming general merchandise and the export of manufactured
goods. .. However, since many of the large resource arcas (c.g.,
for logs and palm oil) presently existing, under development, or
planned are located near navigable rivers, large scale Lransport
operations for a greater part of the State's export goods will
remain less costly if transported by barge rather than by road.
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MYANMAR (BURMA)

"A. Sector Overview

1. Myanmar has an atea of dpproxlmdtely BT8,000 - sa km,
consisting of lowlands in. the basins of the Irrawaddy, ' Chindwin,
Sittang and Salween Rivers, hills and mountains to - the north,
east and west, and a dividing range of hills running north-south
in the central region. .About 75 per cent of Myanmar's population
of about 38 million (1987) is scattered in predominantly rural
agricultural areas located 'in the river basins and "in  the
Irvawaddy Delta area. The country is rieh in- natuaral = reésources,
with good agricuttural liand and exp]01table forests and

minerals. From about 1974 to 1987, . economic: growth was
relatively modest, with an annual GDLP glowth rate of about 5.3
per cent. During the Third Four-Year —Plan - {1978/79-1981/82),

there. was a significant upturn in ecopomric activity, with™ GDP
increasing in real terms at 6 per cent annually and with this
economic expansion, the demand for transport increased
appreciably. However, during the subsequent years. :the . economy
has lost gradually its momentum and currently it appears to be at
its lowest reflecting the serious balance of payments situation
and the political instability in the countiry.

2. Major goods movements include the transport of rice,
forest products and crude o0il. Rice and paddy are transported
from the main production arcas in the Irrawaddy Delta and central
Myanmar to Rangoon for local consumptlon and for-export, .and to
the deficit areas in the northern and eastern regions for
consumption. Forest products move From the central and northern
regions to Rangoon for consumpiion and export and crude oil is
transported Tfrom the fields located near the Irrawaddy River in
central Myanmar te Rangoon for vefining and distribution.

3. e to the topography and the démographic

characteristics of Myanmar, vriver and road transport are the
dominant modes. Railways are limited .to serving the major

population centers; domestic air. transport  is relatively
insignificant compared with other modes. There is a network of
about 8,000 km of navigable inland waterways, 28,000 km of roads
and 3,200 wn of railways. Of the nine ports, Rangeoon is {he most
predominant, handling alwmost 80 per cent of the total seaborne
trade; about 75 per cent of all- exports arc agricultural
“products, mainly rice and teak. One international airport and 44
domestic airports cater to air transport.

4. Inland waterways was the dominant transport mode -until
the early '19703J Since then, particularly with the improved
economic perfTormance of the country, road transport has rapidly
increased 1its share of traffic over that of inland waterways.
Between 1971/72 and 1980/81, freight carried by iniland waterways
rose from an estimated 1,200 million ton-km to about 1,500
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million ton-kwm (i.c., an annnal average growth rate. of. about 2.5
per-. cent) . whereéas during the same period, the amount of pgoods
trapsported by road increased from about 600 million ton- km, to
roughly 2,900 million ton-km (about 19 per cent per anntm) . The
amount of freight transported by railways declined from about 780
million ton-km in 1971/72 to about 390 million ton-km in 1974/75,

but. then increased to nearly 700 million ton-km by 1980/81. Alr
ilelght Lraffic is relatively negligible -- about 5,000 tons in
1980/81. . At present, it is estimated that in terms of ton-km,
. road  transport accounts for about 50 .per cent of all freight
transport and more than 80 per cent of total land transport. No
reliable data is available regarding passenger traffic by road ovr
by inland waterways. Railway passenger traffic 1inereased fTrom
about 53 million in 1971/72 to 57.7 -wmillion in 1980/81; there was
little -increase in the number of passengers using air travel
during the last decade (0.50 million in 1971/72 and ©0.53 million
in 1980/81).

5._ . - Although the Government favors public ownership of all
commercial transport, it has, at the same time, permitted private
sector operations in trucking, inland water transport and coastal
.shipping. Due to the greater efficiency and competitivencss -of
the private sector, the private sector share of freight transport
by all modes has Increased significantly, from about 35 per cent
of the ton-km in 1971/72 to an estimated 66 per cent in 1976/77.
The Government has recognized this situation and has implicitly
changed its policy with regard to allocating commodities to
different carriers by decontrolling more goods. ‘The Government
has also increased the availability of spares to private secctor
road and inland water transport operators.

B. Planning, Coordination and Investment

6. Two Government ministries are mainly responsible for
transport .. planning and coordination -- the Ministry of
Constructions (MOC) for roads, and the Ministry of Transport and
Communications (MOTC)Y for the other modes. Planning for road
development 1is the responsibility of M0OC, while MOTC, with the
assistance of the respective modal agencies, is responsible for
the other .modes. When accepted by higher authorities -- the
Cabinet and the State Peoples' Council -- as conforming Lo the
overall development objectives ‘and the targetls Tor the transport
sectorr, these plans become integral parts of the national four-
year plans. MOTC, in consultation with the Ministry of IPlanning
and Finance, also approves the budgets of the transport agencies,
appoints officers of the transport agencies, scts tariff and
tariff policy, and enforces regulations pertaining to transport
operations.

T The ageuncies under the control of MOTC :nclude Myanmar
Airways Corporation {(MAC), the Road Transport Corporation {RTC),
the Myanmar Railways Corporation {(MRC), the Inland 'Wayer
Transport Corporation (IWTC), the Myanmar Five Star $h1pg1ng
Corporation (MIFSSCY), the Postis and Teleccommunications
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Corporation, Lhe Myanmar Port Corporation.(MPC)-and_the Myanmar
Dockyard Corporation. MOTC enforces  regulations Tor the
operation of the transport and communications sector, sels
tariffs. and tariff policies and, . in consultation with the
Ministry - of Planning and Finance, approves the budgets of the
agencies under its control. . .

8. in the past, the traneport ‘secton has - generally "been

neglected and expenditures on- transport development did not. Kkeep
pace -with the development requirements ot the country. Capital

expenditure on roads was low.and allocations for maintenance were
not sufficient to prevent road deterioration. As:a result of the
inabhility of existing systems to satisfTactorily cope with the
recent. increases in demand for  transport, particularly road
transport, the Fourth Four-Year - Plan {1982/83  to 1985/86)
emphasized the need to develop Lransport to. "provide - adeguate
support to the production sectors. “Accordingly, the = transport
sector was allocated the third highest share of the invesiment
expenditure, after agriculture and industry, under  the Fourth
Plan, -- K4,116 million, -- which represents. a real increase of
43 per cent over the Third Plan (1978/79 to 1981/82) allocation
of K2,192 miliion. ApproXimately 50 per eent of this was
earmarked for the roads subsector, reflecting the important
supporting role road transport plays in -the development of
agriculture and other natural resources.

C. Bgads'anleoad Transpért

g, Of the 28,000 km of roads in Myanmar, about 3,900 km
are classified as union (national) highways, 18,800 km roads, and
5,500 km as township/local roads. The union highways form the
trunk route system in the ‘country, with - - the main  roads
functioning largely as primary and secondary collector roads. -
Some main road sections, however, lack continuity due to Che
absence of bridge or adeguate ferry crossings and consequently
operate -as local roads. About 9,600 km of the road network are
bituminized, 6,000 km are gravel surfaced, and the re¢st are carth
roads. Two trunk roads from Rangoon to Mandalay (one via Toungoo
and the other via Prome) serve the important . north-south
Lranspori corridor between Rangoon and Mandalay, east of the
Irrawaddy river. :

10. The road aetwork 1Is in a generally deteriorated
condition largely because of a lack of funds for rehabilitation
and maintenance as well as institutional .and technological
shortcomings. There is a considerable backlog of road
rehabilitation work and the more important trunk roads like . the
Rangoon-Pegu-Toungoo-Mandalay and Rangoon-Prome . roads warrant
urgent  improvement. The need lor upgrading these roads. has
assumed added significance in view of the recent upturn in
economic activities and the corrospondlng lncredses in- transport
demand. : :

11. MOC  is responsibie For the design,  construction and

~ 154 -



maintenance. of the road network. 1t carries out Lhese Easks
through. the Construction Corporation (CC), a statutory ecntity
within MOC. providing sueh services Lo the Government. CC is also
responsib}e for the design, construction and mailntenance of
public buildings, including schools, oflices and factories; only
about a - third of the CC budget is spént on roads. Normally,
about 75 pet cent of road construction and 90 per cent of road
malntenance in Myanmar is done by CC. Funds to administer main
roads are provided from the CGovernment's consoclidated fund: minor
and . local. roads outside the purview of MDL are  administered by
the Township People's Councils = and municipal authorities.
Township People's Councils also construct and administer village
roads, receiving technical advice from CC. Some minor road
programs are Tunded by the Ministry of Religion and llome Alflairs.

12, Road {ransport services are provided by the state-owned

RTC and by private operators who collectively carry more than 80
per cent of read freight traffic. RTC.is having difficulty 1in
maintaining its capacity due to a lack of spare parts while the
privately-owned vehicles are generally over-aged. Desplte these
problems, . the share of road transport traffic compared with other
transport modes has been increasing and accounts for about 43 per
cent of . the total freight traffic of the country. The total
number of motor vehicles in Myanmar, including motorecycles, was
estimated at about 92,000 in 1978 (compared with 56,000 in 1976).

Vehicle density  is one per = 350 inhabitants. . Privately-owned
vchicles outnumber publicly-operated ones by a ratio of 4:1 in
the - case of trucks and 3:1 in the case of passenger buses. The

‘road system totals about 27.400 km; of which about one-third. each
consists of bituminouns surface, stonc or gravel, and earth roads
respectively.

D. Railways

13. . Rail transport is provided by the state-owncd MRC,
which ~operates nearly 3,200 km of meter-gauge lines. The main
trunk line eof the system connects Rangoon with Mandalay and
Myitkina and about 400 km of the 1line between Rangoon and
Pyinmana is double-tracked. Branch lines connect the trurk line
with BDBassein, Prome, Kayaukpadaung, Lashio, Taunggyl and Ye.
Generally., the railway tracks are in fair condltion, but the
rolling stock is in need of improvement.

14. ) Passenper traffie declined from 53.4 million in 1971/72
to 34.5 million in 1977/78 but has since increased Lo an
estimated .57.7 million in 1980/81. Likewise, goods transported
by the railways declined from 2.9 million tons in 1971/72 (o
about 1.6 milljon tons in 1974/75, owing partly to slow economic
activity. There has been a rccovery since then, however,and the
1980/81 freight transport tonnage of 2.3 million was still .less
than  Lhe 1971/72 figure, indication that the railway is iin a
relatively unfavorable competilive position vis-a- vis inland
‘water. transport and roads, particularly the latter. A study
completéd i 1978 under - CIDA  [unding attributed the poor
performance of the railways to' the priority given to short-haul
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movement, generally.  less than 80 km, of rice and sugar . {(which
aceount fTor neavly half the total freight volumes) over long haul
goods . transport. Other problems. include -greater -emphasis  on
passenger traffic¢ over goods traffic, and planning, technical and
ddministlative deficiencies. : . - .

15. The Covernment ‘has Laken action to improve Lhc railway
rolling stock and is planning to cut back the uneconomic' slow-
moving passenger-cum-mail services on most lines: . The Government
has ~ also - accorded priority to the improvement of -the Rangoon-
Mandalay line because of the 1onger haul dlstaneos and the larger
volume of bulk cargo. :

E. Inland Waterways

16. The Irrawaddy River, dlong with 1Ls ChlndWln Lrlbutary,
is the most important inland waterway in Myanmar, other major
rivers, 1like the Sittang dand the Salween, also have ‘navigable
sections. About 8,000 km of waterways are navigable during - the
wet season and apploxlmately 6,000 km in the dry séason.

17. Intand water transport servicCS‘aré provided largely by
the state-owned IWIC and by private sector companies, IWTC
carries mainly long haul cargo; private operators conecentrate . on
short- and medium-haul traffic and cater to a large proportion,
an cstimated 80 per cent, of passenger -and. freight  movements.
The present IWIPC fleet -consisls - of . 169 passenger- cum-cargo
vessels, 90 powered cargo bargés, 192 non-powered barges, 15 oil
barges and 45 tugboats. IWIC Ffreight traffic,;, which was about
2.16 million tons in 1971/72 decreased to 1.75 million tons in
1975/76 partly due to iower economic activity and to  divect
participation by other Governmént corvporations in  inland waier
transportation.. Freight traffic further declined to 1.04 million
tons in 1977/78 with the transfer of -o0il barges to the TPetro-
chemical :Industries Corporation, -Passénger traffic, however,
increased from 9.7 million passengers cdrried in 1972/73 te 11.2
million in 1975/78 and 11.7 million in 1977/78. :

18. - Inland waterways are. the primary mode for passenger and
goods transport in the lower Irrawaddy delta region. In spite of
the assistance provided by IDA ($16.3 million -in 1973), operation
of inland water transport services continues to be <censtrained,
among other things, by &a fleet of vesscls that is old and
shortages of spare pavts. ' :

. Ports
19. - Ports in Myanmar come under the control.0f MPC. The main

international port in the country is Rangoon Port, which handles
over 80 per cenl of the total seaborne trade of the country.l/

1/ The Rangoon Port handled about 2.44fmillion tons 'and . the
Dutports about 0.55 million tons in 1980/81, the year when:
GhP was at its highest during the last fen years. To meet
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the - shipping demands, anludlng container +traflfflic,; the

Rangoon Port has been rehabilitated under 1DA assistance.
All the imports are handled at Rangoon Port for distribution to
other parts of the country. Exports arc handled at Rangoon Port
and at three of the four maJor ocutports, nameiy, Akyab, Basselin
and Moulmein. The other major outport. is Mergui but, owing to
draft restrictions, cargo Trom this port is brought to Rangoon by
coastal ships before being exported. OF the other outports in
Myanma, namely, Kyaukpyu, Sandoway, Tavoy and Rawthaung, Tavoy is
the most importdnt in terms of cargo traffic volunme.

20:. Ou;ports_ play an 1mpontant role in the overall
transport cation  ystem of Myanmar in that they serve arcas which
are not otherwise linked to the national transporl network (as in
the  caseés of Akyab, Kyaukpyu, Sandoway and Kawthaung) or where
alternative transport modes are unrcliable (as in the cases of
_Tavoy and Mergui). The area scrved by Bassein Port basically
‘includes the Irrawaddy Division which is the most important rice
producing area in Myanmar, whilc that served by Moulmein Port
includes Mon and Karen Stales and the navigable reaches  of the
Salween River and its tributaries. The hinterland of Bassein
Port comprises an area of about 18,100 sq. km and a population of
‘dbout 2.55 million- while that of Moulemein Port comprises an avea
of about 42, 500 sg. km and a population of about 2.67 million.
Although rice, cement, logs and jute are the main exports Trom
- the hinterland of Bassein, the hinterland also produces pulses,
ground nuts and chillies. The main products of the hintertand of
Moulcemein are rice, logs, timber and rubber.

21. The ports of Akyab, Kyaukpyu and Sandoway collectively
serve the state of Arakan which is separatéd from the rest of
Myanma by the Arakan Yoma mountain range which runs north-south
along the whole length of the state. Arakan ports serve a total
area of. about 36,900 sq. km and a population of about 2.10
million. The main export From Arakan State is rice, which Is
harvested and exported from Akyab Port during the dry season.
The combined hinterland of the ports of Tavoy, Mergui and
Kawthaung basically consists of the Tenasserim Division with a
total area of about 27,500 sq. km and a population of about

900,000. The lenasscrim Division is an elongated coastal sirip
about 320 km long dnd is backed by a north south mountain range
which . continues up to the border with Thailand. The main

products of.the hinterland, are paddy, rubber, Limber and salt;
sonie ‘minerals  {mainly zinc, Lin and lead) and Tish are also
produced in this area.

- In the light of the important role for the Qutports
'expected to play, ‘the AsDB provided financiatl assistancc with MPC
‘Tor - the ‘rehabilltation of -the Qutport facilities including
wharves, jetties, pontoons and mooring and channel bouys and Tor
'ptocurement off floating ©craft (tugboats, pilot and harbor
launches  and dredgers) and cargo handling equipment. The
rehabilitation works and procurcment of. harbor crralt and port
'equipment have heen recently completed and are anttlbuting to
the * operational improvements of Lhe Qutports. The AshDB also
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assisted MPC in 1mplovlng its communlnationq qystom with ships,

within port areas and bcheen Lhc ports and MPC headquarters jin
Rangoon. S :
23. The Outports qUFféf'from siltation pfoblem$ due to

Jnadcquate maintenance ~dredging. .8iltation is a patticularly
serious constraint at the export- outp01tq of. Akyab, Bassein. _and
Moulmein 1/ where forelgn going ships: loading export cazgocs
cannot load to their full- capacities because of inadequate. depths
of water. Topping up operations are therefore stlll necessary
and  are carried out at Rangoon.2/ - Apart from .thé fact: that
heavy additional c¢osis are incurred i trdn9p01tinﬁ eaigoes
originating from the hinterlands ol these ports to Rangoon, - poor
port preoductivity results in slow tutnround of vessels and,
correspondingly., heavy demurrage costs for the economy of
Myanmar . Lo

24, " Currently access to Basseln and Moulmein is restrictad
to about two meters by shallow flats'in the approach channels due
to lack of maintenance dredging Wthh lasted: ~TFor many. nyea;s

Dtedglng operations are currently ongoing at these outlports,
deploying dredgers newly acquired under AsbB assistance, a grab»
dredger al Akyab Port and a trailing hopper suction dredger for
Bassein and Moulmein Ports. However, the serious shortage of
fuel o©il. supply 1in the country has been preventing full
utilization of these dredgers

25. Ship and cargo handling-operations at the Rangoon Porg
and the export-ocutports (Bassein, Moulmein and Akyab) are carried
out by MPC using both its own staflf and casual labor, while those
at the other outports are undertaken djrectly by the ship owners

under the overall supervision of MPC. while port operations have
been substantially improved as a result of ‘récently .completed
rehabilitation- works in the Rangoon Port.and Outports, overall
procuctivity of cargo handling is still low because of low gang
hour product1v1ty and dlso because often only two hatches of the
ship are worked simultaneously rather than three or four {as at
most other ports) primarily because of  inadequate barges or
lighters 3/ °~for transporting cargo between storage areas and
shipside. In addition, cargoes are often loaded  manually from
these barges or lighters comparcd with direct loading operations
from the wharves under MPC administration. ’

1/ - Coastal -shipping is alsc affected to some extent at the
ports of " Akyab, Kyaukpyu, Tavoy and Mergu1 due to depth
constraints in the access chabnels or in the berthing areas.

2/ Topping up operations involve taking part loads at the
Outports and the balance at Rangoon with a view to load the
ships to their capacity. These two-port operations lead  to
high freight rates or, alternatively;'lower f.o.h. prices
for the export cargoes. : g

3/ Barges or lighters, owned and operdted by Inland wWaterway

Transport Corporation are mainly used for the movement of
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‘cargo between Lhe processing centers (sueh as rice mills or
sawmills) and storage arcas in the port.

G. Shipgxng

26, .. :The- ‘state-owned MIFSSC owns and operates. nine ocean-

going ships with a total capacity of about 64,000 dwt and Tive
coastal ships with a total capacity of about 5,000 dwt. Vesscls

owned -or chartered by MFSSC carry about 35 per cent of Myanmar's
-imports ~and about 23 per cent of exports with the balance ' belng
carried by - forecign-ownecd  ships. Owing to poor facilities,
particularly at the Outports, ship turnround times ave very slow.
“This, ~coupled " with an inadequate  number of coastal ships
avajlable with MFSSC to serve the Outports, has resulted in
unreliable shipping services to these ports; where possible,
traffic hag diverted to road transport or inland waterways and in
certain - cases ships (mainly dicsel engined craft with wooden
hulls; ~known ~locally as "schooners"). To dimprove  coastal
shipping services, M'SSC has acquired 8§ new coastal -ships
totalling 10,500 dwt (2 cargo ships, 3 passenger/cargo ships and
tankers). To increase 1ts share in iaternational cargo .traflflic,
MFFSSC has also acquired 4 new ocean-going ships with a total
capaclity of about 53,400 dwt .

27. The average size of forcign-going ships calling at the
cxport ports of Bassein, Moulmein and Akyab Is about 6,000 dead
welght tons (DWT). Apart from limited tonnages carried by MFSSC
ships, most of these ships are Torcign owned. The ports of the
Arakan coast, namely, Akyab, Kyaukpyu apd Sandoway are serviced
by MFSSC vesse3s The Anddmdn Sca ports, namely, Moulmein,
Tavoy, Mergul and Kawthaung are served both by MFSSC vesscls and
by privately owned schooners which carry almost 90 per cent or
the total domestic trade of thesc ports.

. Civil Av1at10n

28.. Mydnmdr has an international dlrport at Rangoon and 44
domestlc alrports. Domestic alr services are provided ~by WMAC
which sdlso operates international Tlights to Bangkok,  Calcutta,
Kathmandu and  Singapore MAC's Tleet consists of seven Twin
Otters, seven Fokker F27 {turbo-prop), three Fokker [28 .(jets)
and . three helicopters.. 7The country is also served by  three
international airlines. in 1980/81, there were about 585,000

passenger trips by air (536,000 internal and 49,000 c¢xternal)
compared ~with about 500,000 in 1971/72. Air freight traffic is
negligible, about 5,000 tons in 1980/81.
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NEPAL

A. Sector Overview

1. Nepal, a landlocked COHHLlY bourided by China on . the
north and by India on the west, south and east, hag a total land
area -of 147,000 sq km. The population was 17. 6 million in 1987
and is growing ak about 2.7 per cent a year The country is
divided into three distinct physical regions running in. almost
three parallel bands from south to north: the Terai plains, in
the south; hiils, in the center; and mountains, in the north.
Respectively, these regions constitute. 22 per cent; 44 per ceént
and 34 per cent of the country's total area and c¢ontain 34 Dper
cent, 58 per cent and 8§ per cent of the total population. The
population is predominantly rural, with almost 80 per. cent of the
work force employed in agriCulture. a v1ta1 sector of the
economy, accounting for about 60 per cent of gross domestic
product (GDP) and 70 per cent of exportls. During the Sixth Plan
period (IY 1980/81 through FY 1984/85), GLP grew in real terms by
an -average of 4.4 per cent per annum, -and in ﬁ984 - per caplita
income was .estimated at $164.° The Seventh Plan (FY  1985/86
through FY 1990/91) projedéts economic growth of 4.5 per cent per
annpum., The main development objective is to achleve gains in
agriculture, which among other meéasures would reguire year-round
access at reasonable cost to arcas with agricultural potential.

2. " Due to the rugged nature of the country's topography,
mule tracks and  trails have been the principal  means of
transport; an estimated 15,000 to 20,000 km of tracks and  trails
still exist, playing an 1mportant role in serving the hill  and
mountain regions. The ftransport pattern began changing about . 25
years ago when the Government initiated planned development yoad
transport and civil aviation are now emerging as. the main modes
of transport.  To this end, the AsDB has provided seven loans,
four for air tramsport and three for roads.. Other modegs include
ropeways, though their roles. are relatively =~ minor. The
Government recognizes the need for a well-coordinated cost-
effective transport system to be developed in the future and it
will soon be  undertaking, with AsDB assistance, a transport
sector profile study to outline an investment strategy for the
transport sectltor covering the period 1990-2010. The  Government
is expected to formulate its f{uture transport sector investment
strategy based on the findings of consultants upon completion of
the study. .

3. ‘Most international passenger_transport is by air, while
overseas trade is handled mainly through Calcutta port,.in India,
with goods in transit carried by rail and road. A multi-modal

containerization study, financed by UNDP, dnd administered by the
1BRD, " was undertaken to identify improved methods of transit to
and from the port, with a view to reducing transit costs,; and to
be completed by the end ol 19886. '

4, ‘Aggregate travel demnand in"Nepal has increcased
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significantly__dﬂring' the last decade. Road transport 1is the
dominant -mode, - accounting for more than 90 per cent of total
freight-_and._passenger transport, followed by airv transport.
Since FY 1975/76, road transport has been growing at about 6 per
cent peér annum, .compared to the 4 per cent growth of GDP. In T[Y
1982/83, roughly 75 per cent of passenger-km were by bus, 19
peccent by 1ight vehicles and the remainder by air and rail.
virtually -all freight was carried by road, with less than 1 per
cent _of total ton-km carried by ropeway and rail. Considering
the: rugged nature of the country's topography, it is likely that
road transport will conbtinue to dominate and it is expected that
aggregate road transport demand will continue to grow for several
years at a rate higher than the growth rate of GDP.

B. Planning and Coordination

5. - The Ministry of Works and Transport (MWT) has the main
responsibility ‘for planning, coordinating and formulating
peolicies for all modes of land transport, whilec civil aviation is
the responsiblility of the Ministry of Tourism (MOT}. The
National Planning Commission influences the transport planning
process = by setting overall development objectives;, reviewing
proposed investment plans, and coordinating between MWT and MOT.
Problems of intermodal competition are, however, minimal because
of the relative infancy of the transport system and the dominant
role of road transport. Final approval for implementation of new
projects and policies with Tinancial implications is given by the
Ministry of Finance.

C. Investment

G. " During the first four development plans (FY 1956/57
through FY 1974/75), transport was given highest priority; under
the - Fourth Plan, 40 per cent of the total public development
expenditure was . devoted . to transport. — After FY 1974/75,
agriculture reccived increasing attention; the current Secventh
‘Plan (FY 1985/88 through FY 1980/91) assigns highest priority to
the development of agriculture, and of the total  Plan ocutlay
about 31 per c¢ent has been allotted to agriculture, and the
allocation - to transport has been reduced to about 16 per cent.
Although the declining allocation to transport partly reflectls
revised priorities, it mainly indicates that the basic transport
infrastructure that -had required significant investment 1in the
carlier | years is - being progressively completed. Within the
transport sector, roads continue to receive the highest priority;
under the Seventh Plan, of the total alloecation for transport
nearly 74 per cent has been allocated to roads.

D. Roadé

1. ' The road nctwork totals about 5,500 km, of which 2,500
km ‘are asphalted, 800 km gravel-surfaced and 2,200 km earth
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roats, moLoxablo only in dry Wthher. The main network comprises
the East-West Highway in = the “Perai and .northzsouth. . .roads
providing connections .to India and China and 1inklng the . East-
West Highway to the hills in the. Central and Western: Regions.  1In
addition, some norih-south. roads -have beén constructed ov - are
ander construclion connecting- the East-West '  Highway with the
hills in the Eastern and Mid Western. Regions, improvement of. “the
road ~to Ilam {with a link to Pashupatinagar) in the. Tastern
Region and that to Dandeldhura: (with extension to Patan) in  the
Far Western Region. is expected to start: soon with the AsDB
assistance. The East-West: Highway (1,040 km) is complete except
for the section between Kohalpur and Mahendranagar (204 km) - in
the far west, which is under construction, administered by the
IBRD, with a grant from Indla and a CLediL from IDA.

8. The road netwotk has grown substantially qlnce the mid-
1950s, but wmotorable access to the hill and mountalin areas. is
still limited. Parts of: the existing network - are in  poor

condition and.do not satisfactorily:meet current traffic demand;
even on.the East-West Highway, transport is constralned -because
of the poor road conditions on several stretches,  resulting in
high transport costs  and excessive travel . -times. - The
Government s current emphasis is on the systematic extension of
the network to populatlon centers and’ to areas with. agrlcultural
potential in the hills, while at the.same time focusihg on - the
overall improvement of the network through. gradually "improving
sections which are at present. in a badly deteriorated condition

and which cannot . be maintained:. economically. In  addition,
emphasis is given on the rehabilitation and resealing tc remedy
the effects of backlog of periodic malntenance.

E. Tracks'and Trails -

9. Tzacks dnd t1a11s remain 1mp01Lant in: hlll and mountain
areas and their estimated length ranges between 15, 000 km and to
20,000 km, more than three to four times the length of the. total
road system. - Tracks and trails play. an important vole .in
unifying the country - since often there is no . other means of
access. However, during the rainy season, crossing the ~numerous
rivers is difficult or impossible and many villages are  isolated
during a significant part of the year. . The Goveérnment recognizes
the need to make movement of pecple and goods easier in the hills
and mountains. 1In the past, particular emphasis has been placed
on. the construction of suspension bridges, mostly: Tunded. by
external donors. Under the Sixth Plan- {1980/81-1984/85} the
Government has constructed about 4,000 km of foot and mule trails’
and about 300 new suspension brldges

F. Ropeways
10. Apart from porterage, the first-ropeway;ubuilt iﬂ_ 1928

to serve the Kathmandwo corridor, was for many years the -only
means of transporting freight to and from the Kathmandu Valley:
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The present - ropeway belween Kathmandu and Hetauda, which was
opened In-April 1964, has a length of 42 km and a design cupacgzg
OF“neariy 22 tons peor operating hour. The ropGWay is competitivc
o_ni}yﬁ= for the transport of bulk commodities. General cargo is
fnvariably  shipped by road. Traffic declined Crom about 18,460
ton din FY 1877/78 -to 8,700 ton in FY 1980/81, and the ropeway
ceased operations altogether in FY 1980/81 untiY FY 1982/83.
Annual financial losses over the same period incrcagsed from Rsil.8
million to Rs2.7 million. 1In 1981, the ropeway was rehabilitated
and has since recaptured an increasing volome of tralffiec, at
present about 40,000 tons per annum.

G. Civil Aviation

11.__ " Alr transport in Nepal has played an importanl role in
the eqonomic and social development of the country during the
past two decades. The land transportation systems have not. been

adequately developed mainly because of the topography of the
country and the high cost of road construction and malintenance.
The administrative, . econhomic and social progress in .the more
remote parts of the country owe much to the air @ transport -

seryices. ‘At -present, besides the Tribhuvan International
Alrport (TIA) at Kathmandu, there are 16 domestic airports in the
country. T1A is the center of domestic traffic and the main

international gateway t{o Nepal, providing direct air c¢onnections
to - Bangladesh, Burma, Hongkong, India, Pakistan, Singapore, Sri
Lanka, Thailand .and the United Arab Emirates (Dubai). . In
addition to the national airline, Royal Nepal Adrlines
Corporation (RNAC), which operates both dinternational and
domestic  services, five international airline companies operate
scheduled flights to Nepal. One FEuropcan charter airline
operates a weekly flight to Nepal. TIA is currently handling 396
scheduled flight a week, of which 128 are international fTlights.

iz.. During - the -current Seventh Plan period, the wmajor
objective of the civil aviation subsector is to complete the TIA
terminal complex lor which about 60 per cent of the total civil
aviation plan allocation of Rs 839 million has been earmarked.
Other programs under the Seventh Plan include the improvement of
selected domestic airports and STOL airstrips and increased
efficiency of RNAC's operations.

13. . The government-owned RNAC, which compenced operations
in ‘1958 mainly as a domestic airline, now has a fleel of 18
~airerafts and operates international, reglonal and domestic
services. Between 1968/69 and 1978/79 RNAC’s domestic passenger
traffic registered an average growth of 4 per cent per annum from
180,000 to 239,000 passengers; however, following a decline,
domestic ' passengers. increased again 1in 1984/85 to 258,000.
International passcnger trafflic handled by RNAC on all routes
increased by 18.5 per cent annually from 1969/70  (32,000) to
1979780 (173,000). In 1984/85 international passcngers totalled
174,000.
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14. .. A study of civil dv1ation in Nepal undeztaken 1n 1984
by the International ¢€ivil “Aviation  Organization. ~(ICAD)
identified ‘aveas reguliring assistance 1nclud1ng training- in air

traffic control, ‘communications, ~ freight . operations,
airworthiness; ‘fire, . rescue and: sccurlty -ar - a total__ cost
estimated at $8.6 ‘million. Cetrtailn areas of .the programs

proposed are. curlenrly under con51dorat10n by ICAQ and UNDP.

15, ) RBesides the AsDR: forelgn asslstance has. been prOVlded
to the civil aviation subscctor by Auqtralla (radio -equipment
navigational aids, airfield lighting and Tire. services), France.
{radio -equipment and navigational aids),; Canada {aircraft ' and
aireraft maintenance) and U.K. (aircraft). RNAC until late 1985
had a contractual arrangement with Lufthansa German Alrlines . for
the latter fo provide maintenance, opexational and management
assistance. :

H. Bgilwaié

16. There are two narrow gauge vailways, operated by Nepal
Transport Corporation: the Janakpur- line (53 km), ~and. the
Raxaul-Birganj line (18 km). ~The Janakpur line is an eXtension
of the 1Indian- railway line from Jaynagay  and mainly -serves
pllgrims. There are no ~competing transport facilities and
passenger traffic increased from 1. 11 million . passengers -in
1976/77 . to 1.25 million in 1981/82. Freight  traffic: dec]ined
during this period from about 28,000 Lone to 18,000 tons and " the
line operates mainly as a pdssenger rallway. The Raxaul- Birganj
railway line carries no passengers, and freighttraffic in 1882
was only 28,000 tomns.  Both lines earn revenue sufficient to more
or less. cover operating expenses, but not depreciation and
interest charges. ~ Both railway lines have reached: the point
where most physical assels require replacement; the Government is
considering purchase of used equipment for the Janakpur 1line and
conversion of the Raxaul-Birganj line to meter gauge to avoid
cumbersome transshipment at Raxaul in India. ’
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