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PAKISTAN

A. Sector Qverview

1. pPakistan has a land area of abouL 804,000 sq km and an
estimated mid-1988 population of 104 mllllon, growing at abhout 3
per cent a year. The country, which has a federal system of
government, 1s administratively divided inte four Provinces,
Baluchistan, North West Frontier (NWF), Punjab and Sind, and
Federally-administered areas. Geographically, the country
comprises six regions; the Lower Indus Plain; the Upper Indus
Plain; the $Salt Range; the Baluchistan Plateau;- the Western
Border Mountains and the Northern Mountain Zone. In the west,
the counttry is bounded by a frontier of 800 Km . passing - through
desert along the Iranian border and by the Purand Line drawn _.in
1897 along the- Afghan border. 1In the north, the Karakorams form
the horder with the People's Republic of China while in the
northeast and east, the border with India runs south through the
Punjab and the Thar Desert to the Arabian Sea. In the south, the
coastline is 800 km long.

2. Agriculture continues to provide the bulk: of employment
for the labor force, accounting Tor about 54 per cent of total
employment, compared to 13 per cent for manufacturing. Although

agriculture remains the most important component of the gross
domestic product (GDP), its importance has declined steadily from
about 44 per cent in 1860/61 to the current level of 24 per cent.
In contrast, over the same perjod, the contribution of the
manufacturing sector has increased significantly from 13 per cent
te 21 per c¢ent of GHP, Despite the declining Ctrend of
agriculture, the sector still accounts for 70 per cent of the
total value of exports. Overall, GDP is projected to grow at 6
per cent a year during the Seventh Five-Year Development. Plan
period (1988/89-1992/93), compared to 6.9 per cent during the

Sixth Plan (1983/84-1987/88). The current Plan envisages a
higher growth rate for agriculture (4.4 per cent a year) as
compared to the Sixth Plan's 3.9 per cent a year. To achieve

this growth, while at the same time improving social services
including cducation, the thrust of the overall development
strategy of the Government 'is on employment generation,
increased productivity of agriculture, export-oriented growth
related to agricultural and industrial goods, and further energy
generation.

3. Despite a vrelatively rapid rate of urbanization,
Pakistan's rural areas and its rural population continue Lo be
the mainstay of the country's economy. Some 72 per cent of the
total population live in the rural avéas, most of them directly
or indirectly dependent on agriculture Ffor their 1livelihood.
ltowever, in contrast to the rural areas' contribution to the
overall economy, Che population living in these areas has a low
per capita income, uwnderempioyment is prevalent and there is  a
lack of basic physical and social infrastructiure. . Rural poverty
remains signilicant duec to low average levels of productivity and
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income as well as poor access to income-generati rtunitic
Apart from the available labor force, thg othgilggjgﬁpgégggiééc?ﬁ
the rural areas is a cultivated arca of 20.3 million ha, of which
16.2j million ha are irrigated, mostly in Pun jab ProViﬁce. the
levels of..agricultural production include 13.5 million mt of
wheat,?3.0 million mt of rice, 3.6 million mt of seed colton and
26.8 million_ mi of sugdar cane, as well as a variety of other
crops. Livestock is an integral part of the rural economy and
very fTew farmers are totally without livestock which mainly.meets
hbasic dietary and draught-animal requirements, generation of cash
income being generally a secondary objective. Although
agricultural productivity has steadily increased in recent years,
it is still below the country's potential.

4. During the 1960s and 1970s, Government development
efforts 1in the rural areas largely focused on the expansion of
majof physical Infrastructure, in particular irrigation, in the
extensive agricultural areas of the Indus Basin. This resulted
in_relative neglect of basic physical and social infrastructure
and reglional imbalance between the Indus Plains and other areas.
These imbalance aspects were addressed by the Government in the
Sixth Plan and are also being given attention in the current
Plam, which includes not only programs for increasing
agricultural productivity but also substantial expansion of basic
infrastructure to improve. the delivery of services, including
farm-to-market roads, [lor support of agricultural and rural
development. The Government's special Five-Point Programme over
the four-year period (1986/87-1989/90), of which the period from
1988/89 to.1989/20 is now included in the Seventh Plan, focuses
particularly on rural development, Including improvement of farm-
to-market roads, education, health, clectrification, watler supply
~and sanitation.

5. . The transport sector, which accounts for 6 per cent of
GDP, i1s’ characterized by . the co-existence of non-motorized
transport such as bullock carts and horse-drawn carriages, and
mechanical modes. While information on these traditional modes
of transport is sketchy, the available data on modal aspects
among the motorized modes shows that road transporl dominates.
Over the past 15 years there has been a considerable switch of
traffic. from rail to road. In 1971/72, road transport’'s shares
of total traffic movements were 51 per cent for freight and 79
per cent for passengers, compared to 76 per cent (excluding
transport of oil by pipeline which now amounts Lo about 5 per
cent of total freight traffic) and 82 per cent vrespectively in
1986/87.1/ The gradual decline in the {raffic share ol the
railways over the years has been caused by: the development of

1/ The . shares of domestic air transport are negligible; in

B 1988/87, they were 1.9 per cent for passengers and_O.l _per
cent for freight traffic. Coastal shipping and inland water
transport. have not developed to any significant degree,
while pipeline for transport of gas and o0il are being
expanded. '
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the road netiverk and of the road. transporL fleetsy thq flexible,
reliable door-to-door services p10v1d¢d by road transport -at
competitive ecosts over - short and medium -distances; and ' the
inability of railway's to meet Treight ttafflc demand -because of
, among other things, capacity constralints on the main line
between Karachi and Lahore. This hottleneck for freight. traffic
by rail 1is partially caused by the railway's policy of cross-
subsidizing passenger travel by train. .

6. Diving the period 1971/72-1986/87, the gross -national
product  (GNP) grew at 6.4 per' cent a year, 'while over the  same
period - the overall annual demand for transp01t lncreased by 5.6
per cent for freight traffic and’ 5.7 per ‘¢ent. fTor. passenger
movements. The annual growth of road transport. alone durlng this
period was 8.5 per cent Tor fréight and 6.0 . per cent for
passengers. It is expected that. aggregate transport_demand' will
continue to grow at a rate around the growth rate of GNP, because
of the increasing geograpnical dlprPQal and dlversiilcation of
industries, ' and the specialization. of’ agrlculturdl production
which will require inereased transport of foodgrains from Punjab
and . Sind to Baluchistan and NWFP, and of cash crops {from .their
areas of concentration in certain parts of NWFP, TPunjab and Sind.
It is also likely that roads will continue to absorb an
increasing share of the growth in 0verall_transport.

7. Pakistan's transportation system has been Constructed in
accordance ‘with the geographlcal distribution of population " and
the location of agricultural and - industrial activities. . The

overwhelming concentration of population. and economic activity is
in Punjab and Sind Provinces which respectively have aboul 56 per
cent and 23 per cent of the countfy's population. . The two
Proviices also account Tor the majority of the country's
agricultural and industrial production. Punjab produces almost
three quarters of Pakistan's. wheat and sugar cané, two thirds of
its cotton and 45 per cent of its rice, with Sind producing about
one halfT of this latter produot In the 1ndustr1d1 sector;
Punjab accounts for almost 80 per cent of the . country's edible
0il; half the reéfined sugar; two thirds of its fertilizer; 70 per
cent of its iron and steel; and all the country's crude oil
production. - §ind, on the other hand, produces almost 40 per cent
of the country's refined sugat; 53 per cent of ils cemént; 35 per
cent of its fertilizer output; 27 per cent of_its iron and steel;
and almost 90 per <cent of the country's refined  petroleum

products. The only major activities in the other two. Provinces
are those of coal mining and natural gas production. in
Baluchistan. Generally, no significant changes in the existing

distribution of economic activities are eéxpected, eéxcept for
increased production of refined sugar in NWFP and of  cement -in
both NWFP and Baluchistan. 1In line with the above distribution
patterns . of population and economic activities, the .. major
transport routes have a north-south direction. "More: than 90 per
cent of exports . and imports 1s handled at the ports of Karachi
and Qasim, and more than 350 pcr c¢ent of the international = trade
has its origin or destination in Punjab Province, whose capital,
Lahore, 1is 1,200 km from Kardghi As a result, goods move long
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distances over a few major routes.

8. : The - transportation system is both oxtensive and
diverqlfled comprising 134,350 km of roads: 8,775 route km of

qllway 1yneb two major seaports (Karachi and Qasim); and 33
airports of which Tive are equipped to handle international
traffic (1slamabad, Karachi, Lahore, Peshawar and Quetta).
Natural ' gas is distributed through a plpollnc system from the
main Tields at Sui in ecastern Baluchistan to the ma jor population
centers, and a. pipeline (870 km) to transport petroleum products
ig  operated bhetween Karachi and Multan. Coastal shipping along
the . coastline of Baluchistan and Sind is negligible, and inland
water  transport has not been developed because most rivers are
shallow during the dry season and crossed by numcrous irrigation
dams and barrages. The system provides a relatively satisfactory
level ‘of  service in many respects, bul considerable potential
remains for reducing transport costs and improving the quality of
services, ~‘mainly through removal of capacity bottlenecks,
upgrading - of ‘infrastructure and vehicles, construction of
parallel vall tracks on heavy traffic density lines, provision of
high capaclty highways, and counstruction of farm-to-market roads
to serve villages not yct connecled to the system.

B. Planning, Coordination and Policy

9. . _ Responsibility for transport planning, coordination and
policy at the Federal Government level is divided among five
Federal " ministries, with the Planning Commission (PC) having “an
overall transport planning and coordinating function. The
Ministry . of Communication (MOC) is responsible for national
highway developmcnt and maintenance through the National Highways
Board  (NHB), and for road transport regulations and policies,
shipping . and ports. All railway operations and planning aspecls
are under the Ministry of Railways. The Aviation Division of the
Ministry of Defense 1s in charge of airport development,
maintenance and administration, and c¢ivil aviation, while
pipelines are the responsibility of the Ministry of Petroleum and
Natural ' Resources. The Ministry of Local Government and Rural
Development {MLGRD), which is entrusted with rural development at
the Federal 1level, assists the Provincial Governments and
District Coun0115 in pldnulng and coordination of fTarm-to-market
road projects. Minor roads in other areas are the regponsibility

of MOC.

10, The PC formulates Pakistan's Five-Year Plans, [inalizes
the . Annual Development Programs {(ADPs), preparcs guldelines on
planning aspects and carries out technical and cconomic appraisal
of major development. projects. Federal investment. proposals
originating from the IOSPCCtlve ministries or departments are, on
the basis of the  Planning Commission's Proforma 1 (PC-1),

asscssed by - PC which endorses those proposals considered
technically and economically justified and costing more than Rs60
‘million ($3.4 million) for submission to the Executive Committee
of - the National Economic Council (ECNEC) through = the Central
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Development Working Party (ChwpP) chaired by the Secretary of the
Planning and Development Division in the Ministry of Planning
Following approval of PC-1 by EC\bC,:Lhe project is included in
ADP of the Federal Government and budgetary provisions are made
by the Ministry of TMinance and Lconomic Affﬂir .

11. in 1974 the Governmcnt estabLlshed ~the - National
Transport Research Centre (NTRC)™ under PC with the aim of
improving transport planning and modal coordination. NTRC mainly
concentrates on multi-modal transport research and - coordinates
similar efforts undertaken by other Govérnment. . agencies. - NTRC
imdértakes work on technical manuals and reports on - standards,
planning aspects, traffic safety and formulates guidelines: for
transport policics. - :

12. The development of industry, agriculture ‘and other
sectors of the economy requires an efficient - transportation
system  to ~ handle movements of goods and passengers - across the
country, including access Lo rural areas.  The overall policy
objective is to provide efficient tzansport services to the
nation at minimum cost and strategies are thus aimed at: {1}
improving the performance of the transportation system,
particularly roads, railways, shipping and ports where public
investment is- large and where there is a substantial need for
financial and operational improvementls; (ii)  rehabilitation of
existing assets. which have deteriorated over the years; (iii)
provision - of ~ adequate maintenance funds . to prevent the
deterioration of  existing, costly assets; (iv) application of
efficient operating techniques and modern management practices to
transport services which have expanded and become very complex;
{v) cost recovery through rational pricing policies; (vi) self-
financing of public sector corporations; and (vii) increased
private sector participation in the transporl sector investments.

C. Investmcnt

13. The Seventh Plan recognizes that transport
infrastructure requires adequate maintenance outlays (fTinanced
from current revenues) and continued improvement -to cater
effectively to the growing demands of an expanding . economy.
Inadequate past investment in the transport sector has not only
caused the augmentation of the infrastructure capacity to lag
behind the growth of transport demands but has also exposed the
system to a substantial rate of deterioration. Recognizing these
needs, the Scvepth Plan provides Rs 48.3 billion ($2.7 billion)
in 1988 prices to the public share of the transport sector,
representing 13 per ¢ent of the publie sector outlay. The
largest part of the allocation for transport is for roads and
road transport which will receive Rs 29.7 billion ($1.7 billlion)
or 62 per cent of the total public outlay <for the Ctransport
sector, compared to 40 per cent in the sixth Plan. The increased
allocation Tor the road subsector reflects the - importance
accorded to this subsector, compared to railways which -are
receiving a decreasing share, 18 per cent under the current Plan.
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In addition +to the allocation for roads under the transport
sector, rural roads (farm-to-warket and village roads) reccive Rs
3.9 blllion (80.2 billlon) under the Seventh Plan's rural
development ° scctor, thereby bringing the total allocation for
roa?s Lransport to 84 per cent of the transport sector's public
outlay.

D. Roads and Road Transport

14..- Al thouigh = the country's vroads are not classificd
functionally, particularly the  rural roads, the public road
.network falls Into three main categories: (i) the primary system
of mational. highways, mostly serving inter-provincial long-
distance traffic and linking important cities and Tfreight
terminals; {(ii) the secondary system consisting of provincial
roads which serve inter-provincial traffic: and (iii) the
tertiary system . comprising rural roads (alsc called farm-to-
market  and village roads). In addition, are the "other roads"
including municipal and canal roads, and .roads in Federally
Administered Tribal Area (FATA). The total network of national
highways and roads under the provincial Communications and Works
Departments (CWD)} grew from 22,136 km in 1947 to 51,237 Kkm
in 1986, a growth of 2.2 per cent a year. The road network in
1986 consisted of about 134,350 kmn, 6,150 km being national
highways, 47,700 km provincial and farm-to-market roads under the
administration : of provinecial Highway Departments under CWbs,
60,300 km farm-to-market and wvillage - roads under the
administration of District Councils, and 20,000 km other roads.

15, . Overall, only 43 per cent of the entire public road
network is paved with bitumen. The national highways arec all
paved, while paved roads under the administration by Municipal
Governments, CWDs and District Councils constitute 87 per cent,
63 per cent and. 14 per cent of these administrations' respective
networks. While national and provincial roads are adecquate in
extent. though not in quality, rural roads are inadequate in both
extent and qualily to serve the needs of rural areas where more
than. 70. per cent of the country's population live; less than 30
per cent of Lhe rural population is served by all-weather roads.
Deficiencies in the farm-to-market road network seriously
constrain the delivery of agricultural inputs and the marketing
of produce, as well as hamper the accessibility of rural
comminities to regional health, education and social services.

16. At Independence in 1947, in the western part oF‘ the
country Paklistan had on the road about 30,800 motor vehicles
which, by 1986, had increasecd to 1,258,000, an overall growth of
10 per cent a year. Of the 1986 (f(leet, buses and trucks

accounted for 3 per cent and 4 per cent respectively, cars and
vans 26 per cent, motorcycles, scooters and autorjckshaws 48 per
cent; the remaining vehicles were mostly agricultu§a1 tyactofs
accounting for 13 per cent. .Almost 50 per cent of Pakistan’s
motor vehicle Fleet is registered in Punjab, whilc Sind has 38
per cent, NWFP 8 per cent and Baluchistan 3 per cent. During the
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period 1980-1986, the overall growth-of the Tleel was 11 per cent
a year, with cars and vans growing. at 8 per cent, ‘buses at. 8. pey
cent and trucks -at. 7 per cent. Motoreyeles, scooters  and
autorickshaws have become increasingly popular - over .. the same
period growing at 11 per cent a year. The highest. -growth -rate
was that Tor agricultural tractors at 16:per cent -a Yyear, ‘sSo
indicating their versatility -- both Tor tilling the soil and for
towing trailers Lo market centérs =- and  importance in rural
arcas, and the increcased investment and other activities ‘taking
place in the agriculture sector throughout Pakistan. The average
ownership of motor vehicles, including motorcycles;  scoocters,
autorickshaws, tractors and trailers, is 12.8 vehicles per 1,000
popunlation. With this relatively 1ow level of vehicle ownership,
it is likely that. the per capita size of the national tleet will
continue to increase. ) I

17. . Traffic volumes vary considerably_over.the:rdad system.
Annual average daily traffic {AADT) on Pakistan's most important
highway (NH5) betwcen Karachi. and Peshawar. via Lahore is as high
as 8,000 wmotor vehicles per day (vpd) on the sections  between
Karachi and Hyderabad and between Lahore and OGujranwala, . and
around 5,000  vpd elséwhere on NH5. Certain sections . of .other
national highways "have AADTs between 2,000 and. 3,000 - vpd, but
most sections have between 400 -and: 900 vpd.. ‘Provincial roads
typically carry hetween 200 and 1,000 vpd while traffic on farm-
to-market roads varies between 50 and 200 .vpd. .. About 80 per cent
of the traffic volumés on all non-urban. roads consists of = buses
and trucks. 7The national! highways constitute only 5 per cent of
the total voad metwork -in the c¢ountry, but carcy about 30  per
cent of the total passenger Lrafflg and 40 per cent of the total
freight transport.

E. Rdilwazs

18. The railway system ip Pakistan 1is operated by the
Governmenl-owned Pakistan Rallways (PR). The railway network
consists of 8,775 route kilometers, mostly broad gauge track.
Some 1,040 km of trunk lines arc double tracked and a section of
283 km betlween Lahore and Khanewal is electrified.

19. During 1986/87 rail carried about 85 million passengers
(17.8 -billion passenger-km) and 13.3 milllon mt of freight (8.4
killion - ton-km). Passenger traffic by rail increased  during
1971/72-1986/87 at an annual rate of four per cent, largely -.duc
to subsidized fares and emphasis on passenger. services. _Freight
operations, on the other hand, suffered a severe setback . mainly
due to competition from road transport .(both public and: private)
and - the 870 km long pipeline {for transport of petroleum
preoducts) between Karachi and Multan, resulting. in: a declining
share of the railway's freipght traffic; -during. 1971/72-1986/87
freight ton-km by rail increased at only 0.6 per cent a year.
About 80 per cent of the total fre]ght ton-km. of PR is  accounted
for by the transport of c¢ement, fertilizers, c¢oal,  cotton,
firewood, rice and paddy, peiroleum products, salt, sugar, wheat
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and railway materials.

20. ) The Seyenth Plan proposes to make railway operation

especﬁally_the freight scrvice, more attractive through improveé
efficiency, .quality of service and elimination of delays. An
_investment of Rs 8.5 billion isg envisaged in the railway
subgectqr for the Plan period, including completion of
construction of a locomotive factory, rchabilitation and
augmentation of diesel and electric locomotives and upgrading of
tracks and signal systems.

F. Ports:

21. . Karachi - Port and Port Qasim, Pakistan's Ltwo
international ports, are opevated by the Karachi Port Trust and
the Port Mohammad Bin Qasim Authority. Karachi Port, with a
total . ol 28_'berths, excliuding four -oll piers, handled 16.3
million mt in 19886/87 of which 81 per cent was imports, while the
throughput at Port Qasim was 3.9 million mt of which 71 per cent
consisted of dimports. Dry cargo increased at an annual rate of
4.7 per cent during the 1980/81-1986/87 period, while bulk cargo
{liquids, irom ore and coal} increased at 5.5 per cent.

22. During the 1970s the operational performance of Karachi
Port deteriorated, partly duoe to its physical congestlion. While
a number of measures were taken to improve operational efficiency
in the port, the construction of a new port some 40 km east of
Karachi at Qasim was started in 1978 with assistance of the AsDB
and several bilateral - donors. Following the start of Tfull
operations. in 1981/82, Port Qasim has mainly been handling bulk
‘commodities such as coal and iron ore imports to serve the steel
milil located near the port and import of wheat and export ol rice
and Tertilizers. Port Qasim was intended to be commissioned as a
bulk cargo. handling -port, thus allowing Karachi Port to
specialize in the handling of general cargo and the rapidly
increasing container trafflic. Arrangements for mobilizing
necessary private sector financing for a container terminal at
Port' Qasim are being finalized. The Seventh Plan notes Llhat
policies will have to be formulated to ensure the optimum
utilization of the two ports through c¢ross-subsidization of
tariffs and by creating a central port authority to manage both
‘ports. The AsDB is currently assisting the port subsector
through technical assistance, and IBRD is formilating a port
project For provision of carge handling gear, navigational aids,
a dredger, management assistance and access voads at  Karachi
“Port, and construction of a container terminal at that Port.

6. Civil Aviation

23. The total of 33 airports in the country are operated by
“the Civil Aviation Authority (CAA). Scheduled international
services are provided at five airports: Islamabad, Karachi,
Lahore, Peshawar and Quetta. The Covernment-controlled Pakistan
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International  Airline (PIA). operates  both- international and
domeqtio scrvice% : o . : e

24, Athough ‘the role of air transport _1n the transport
neLwotk ‘is limited, ~domestic passenger traffic by air  increased
at an annual rate of 13.7 per-cent from-0.3 Lbillion - passenger-km
in  1971/72 to 2.1 billion paqsenger km in . 1988/87. Following
extensive construetion of terminals- by CAA durlng the Sixth Plan,

the infrastructure at most of the airports is ‘generally -adequate
to accommodate the cxisting air transport. lowever, work carried
over from the Sixth Plan, including the Karachi terminal
complex, will Dbe complete, -some minor Amprovements to- the
terminal buildings at Lahore and Islamabad wiill be “implemented,
‘and Peshawar- airport and some of ' the other.  northern minor
airports will be upgraded to serve larger aireraft, - In addition,
air navigaticonal and communlcatlons systems will be. augnmented and

upgraded to ensure greater: operqtional - -safety. - Furthermore,
cargo handling systems at major airpoxtq.;~inCIUding Karachi,
Lahore, . Peshawar, Falsalabad and Multan, will bé&  improved . and

airports for feeder services will be estahlished  at Kotii,
Loralai, Mansehra and Ormara under the current Plau.
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PAPUA NEW GUINEA

A. Sector Overview

1. Papua New Cuinea (PNG) is a 1and of rugged mnountain
ranges, rich upland valleys, coastal plains and swamps, and
numerous islands. ‘The- total land area encompasses some 461,810
sq km and supports a population of about 3.51 million.
Population growth between 1966 arnd 1983 was. 2.3 per cent
annually. Although regional differences are marked, the majority
of the population lives in rural arcas and only about 15 per cent
are classified as urban-dwellers. Of the 1.1 million . people
defined as economically being active (between 15 and 64 years
old), it 1is estimated that about 80 per ceént employed -in the
agriculture scctor. BEconomic activity centers upon exploiting
the country's -agricultural potential, timber -and fisheries
resources, and rich mineral deposits, The major economic
activity for most of the population is, however, subsistence
agriculture which accounts Tor almost 40 per cent of total
agricultural production.

2. Although = development potential is  considerable,
accessibility to many of the areas is difficult due primarily to
severe topographic features. . The transport system reflects the
geographic, topoegraphic and demographic characteristics of the
country and its “improvement has been limited to centers of
population -and areas with high potential for development. With
the country's heavy dependence'on foreign trade, imports and
exports generate by far the largest volumc of freight traffic for
both road hauliers and coastal and interisland shipping. As PNG
is an archipelagic nation with scattered concentrations  of
population and cconomic activities, emphasis is placed by the
Government on improving and maintaining regional road - networks
and thelr connecting port facilities serving agriculturally rich
and productive hinterlands; air transport, however, is often the
only means of carrying passengers and freight to many outlying
areas. There are no railways in PNG and only a few rivers are
navigable, The AsDB supported the Government's efforts for the
improvement of transport . infrastructure by Tinancing - four
projects in the road subsector and two in the ports and . shipping
subsector. Financial assistance has also been provided by other
external agencies including IBRD, KIW, EEC and the Kuwait Fund
for Arab Economic Development.

B. Policy and Planning

3. _ The Government's development efforts are concentrated
on taking advantage of the country's wvast natural resources.
Recognizing the important role of transport for the development
of the existing cconomic potential, the Government attaches high
priority to the provision of an adequatle transport
infrastructure. Due to PNG's dependence on loreign trade, the
Government’'s main objective is to ensure the availability of
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adequate port and shipping facilitics throughout Lhe comntyy.

. Planning = for the improvement ansport
infrastructure at the national level ig thgmigéponggbiljE;aggpihé
Department of Transport (DOT) which acts on policy direetlves and
guldelines 1ssued by the National Executive Council (NEC) which
is equlvalent to Cabinet.  The Development of National Planning
(DNE)m—previously National Planning Office {NPO)--integrates ﬁOT
proposals with proposals [rom other Government agenciecs to form a
consolidated investment program that is conskstent with the
Government's National Development Strategy. This jn?estmcnt
program 1s  submitted through the Budget Priorities Commilttee
(BPC) :and the National Planning Committee {NPC)1/ Tor inclusion
in the Standing Design List which comprises projEcts approved for
detailed design and cost estimating.. This 1ist typically
contains two * to three times the number and value of  projects
Tunded in any one year, and ecach year NPC and NEC jointly review
Lhe listed projects in the context of Lhe Government's policy and
funding priorities and select specific projects for incorporation
into the National Public Expenditure Plan (NPEP). The NPEP is
uﬁdated annually on a [lour-year rolling basis with the current
plan.

5. - While the achievements to date under the NPEP systcem
have - been reasonably successful, the Government recognizes that
further development of the planning process is now required and
this "could be met by the preparation of more detailed sectoral
strategies, improving planning and management capabilities,
specifying programme targets for the entire budget, and closely
monitoring implementation performance. As a mechanism Lo
implement improvement of the planning system, the Government is
embarking on the process of establishing a medium-term
development strategy based on a five-year planning  cycle. To
assist the Government in this respect, technical assistance 1is
being provided- by the AsDB for the preparation of the first
Medium-Term Development Plan covering the five year period 1986-
19906. :

6. The need for medium and long-term plans to coordinate
development of an integrated and efficient tramsport system is
recognized. by the Government. Towards this end, the . Government
commigsioned a Transpor! Investment Program Study (TIPS§) which
was completed in February 1984. TIPS examincd the truunk road and
air transport nctworks and recommended investment programs in
these subsectors. TIPS was coordinated with the Asbb-assisted
Port Development Study which was also completed in 1984, Based
on these studies, DOT has established priorities for development
of mnational transport infrastructure, in detail for the medium
term (up to the year 1990) and in outline Form for the Jlonger
term (up to the year 2000).

i/ BPC is composed of scnior c¢ivil servants. while NPC
- consists - of senior government ministers, with the DPrime
Ministers .as chalrman.
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7. planning of transport infrastructure at the. provineial

level is the responsibility of provincial govgrnments - In the
past this has been carried out largely on an ad hoc basls,
generally because of a shortage of gquatified .stdff‘ Te help

alleviate Lhis situation, DOT has’® recently been  providing
assistance. to provincial governments ‘in the planning of
infrastructure ~ programs funded by external ‘agencies  and the
National Government. : S S :

8. To determine whether any - changes 'are -rcquired' in
respect -of the ex1st1ng policies on. Llansport coperations, . the
Government with IBRD assistance has - tpdertaken the Transport
Operations Policy Formulation Study (TOPS) . which ‘' includes  an
examination of Government policiés relating to ports and shipping
operations. Under technical assistance prov1ded by - the ' AsDB,
study was carried out to improve and expand the navigation aid
system Tor _coastal shipping and” also * in" the : channels . for
1nternat10na1 shipping routes. The AsDB also financed a study to
improve road safety and to identify equitable, efficieént ‘and
practical ways to recover expenditures from various road users

€. Investment

9. In recent yvears, aboul 16 per cent of total - planned
Government expenditure has been allocated: to the transport
sector.1/ In view . of the high priority accorded by the
Government to improving transport infrastructureé, it is expected
that this proportion will remain largcly unichanged in ° the near
futur

10. Over the period 1972 to 1982, K333.4 ($366) million was
spent by the National Government on ail modes of transport. . The
roads subsector consumed more than 80 per cent of the total
investment  in the transport sector Likewise, expenditure by
provincial authorities has -been concentrated on roads. - The
provinces spent from thelr resources the equivalent of about 60
per cent of the National Government invesiment.

11. Expenditure for:the ports subsector during the period

1972-1982 was . K298.5 ($32) million or about 9 per <cent of - the
total for the transport sector. The current 5S-year — capital

expenditure plan for ports (1985-89) provides for a total
investment of K55 ($80) million which' is more than five times the
amount spent during the previous 5-year pericd (K10.4 million}.

1/ In comparison, about 27 per cent has been allocated to
agriculture, forestry and fisheries,: 16 'per ‘cent to
education, 8 per .cent each to health and urban services, 6
per cent to energy, 5 per cent to minerals and industry, and
14 per cent to other sectors.
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12, "% While there are some - 50 ublic s scattere

Vthroughout_ PNG,. the 17 Papua New bulnes Halbo?OISQardqc?ﬁkghﬁ?
adminlsﬁcrod ports account for the bulk of overseas and domestic
trade.1/.  The remalnder, maifily wooden jetties and landings are
elther. - privately owned or are administercd by the plovincial

. governments, ‘The most important facility belonging to the
p?iyate group - 1S the overseas wharl located in Anewa Bay (near
Kieta), - North. " Solomons which is owned and operated by

Bougalnville.Copper Ltd. (BCL).

13.. Of the 17 PNGHB administered povegs, eleven are
designated  ports  of entry and have more or less regular calls
frow overseas liner and tramp ships. The most important port is
L.ae :accounting Tor some 32 per cent of the total ecargo volume
handled over PNGHB facilities followed by Port Moresby with 24
per cent. Next in importance are Rabaul, Madang and Kimbe w1th a
share of about 8 per cent each in the total Ldlgo volume.

14, . In- 1983 the 17 ports under PNGIB served a total of
about 7,100 ship calls. Of these, 1,300 were from overseas ships
-and 5,800 from domestic ships. The cargo volume handled by these
ships totalled 2.5 million revenue tons {(r¢) of which 72 per cent
was overseas and 28 per cent domestic. Dry general and bulk
cargo accounted for 81 per cent and liquid bulk for 18 per cent
of the total cargo volume. The main export commodities are
copper, 2/ copra, - coffee, palm oil and timber. Imports consist
mainly - of manufactured goods, foodgrains, fertilizers, cement,
chemicals and petroleum products.

15. . In -parallel with the Transport Investment Program
Study undertaken with TBRD assistance, the AsDB assisted the
Government, in developing medium and long-term . investment plans
for the. ports sector under the Ports Development Study (PDS).
The study has identified a rehabilitation and development program
for eight ports out of the 17 ports under PNGHIB -administration,
namely; Alotau, Kimbe, Lae, Lorengau, Oro Bay, Port Moresby,
Vanimo- and- Wewak. In addition to these eight ports, the
Government . has decided to construct a new port at Bialla. ar
this program, the -AsDB has earlier agreed to Tinance the
development of Lae Port ProJeLL Under its Second Port Project
the . AsDDB has subsequently financed the development of the portis
of Port M01esby, Kimbe, Oro Bay and Bialla. The IBRD has also
financed two projects. The first project approved in 1972
lnc]uded improvements at the ports of Kieta, Lae and Port Moresby
and’ the construction of an overseas wharf at Alotau. The second
project approved in 1978 and co-financed with the Kuwait Fund for
Arab . Economic Development provided for the construction of a
specialized container berth at Port Moreshy and the construction
of a new coastal wharf at Samarai.

1/ The . PNGIHB ports are: Altape, Alotau, Bialla, Buka, Daru,
- Kavieng, Kieta, Kimbe, Lae, Lorcngau, Madang, Oro Bay, Port
- Moreshy, Rabaul, Samaral, Vanimo and Wewak

2/ Handled by BCL in Anewa Bay.
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E. Shipping

16. The coastal and 1nter—1qland fleet” (about 25, 000 “dwt}
compltqcs ‘some doo vessels. ‘which  are. ‘operated - by piivatc
companlies, church missions and the Covornment Overseas shipping

services are provided mainly by 12 private companles. - qut_]df
the overseas ‘cargo 'lis carried in specialized vesséls such = as
container vessels and large. bulk carriérs Overseas general

cargo trade 1is substantially contalnelized and scheduled
container ships call ‘at ten of the 17 PNGHB ports. These ships
are sellf-sustaining with their own cargo gear for 1oading and
unloading of containers.- The -use of self- sustaining  container
vessels is  expected - Lo continue as container volumes . in the
forseeable future do not warrant the employment of shore . based
container cranes.

7. Foreign bulk carriers cater to the ‘export trade in
copper, copra, logs and palm . oll. While bulk ecarriers in ‘the
world's oceangoing fleet have steadily increased in. size over the
last two decades, this trend is not fully reflected in the - ships
calllng at the PNGUB ports which were malnly designed foOv smaller
ships: this restrains shippers from benefiting from economies of
scale associated with the use of large bulk carriers As the
Government is determined to eliminate SUch'constraints. sizes of
ships calling at the PNGIB ports are expected to grow in the
future. ' -

F. Civil Aviatidn

18. Alr transport has - a significant role in the transport
~seclor of the country and is often the only means of access to
many rural areas. .- The sector can. be categorized into four

levels: ‘international services; second-level services, composed
of the main domestic routes operated solely by Alr Niugini, . the
national airline; third-level services operated by private
companies offering both regular passenger and freight services as
well - as charters; and a fourth-level of services, consisting of
private, institutional and specialist aivcraft.

19. Currently, there arce about 420 operational airports and
airstrips. Alr Niugini operates scheduled services to 18
airports covering the routes with ‘the highest transport demand.
On these routes, Alr Niugini operates as a monopoly and scheduled
sérvices are provided by a combination of F28, F27: and - Dash-7
aircraflt. The third-level services, which are dominated by
Talair and Douglas Airways, operating smallaircraft on a8 regular
basis, serve almost 150 airports and airstrips. This service’
‘provides the major -- and often the only -- means of access
between the remote rural areas and the regional centres.

20. Afirline operating costs are high, which is due’ to ‘a
combination of difficult:flying conditions, high  capital and
infrastructure costs, variations in seasonal demand, high costs
of labour, unbalanced load factors and a lack of c¢ffective

~ 186 ~



'competition. Annual average passenger load factors, are
relatively low, ~about 60 per cent Tor Air Niugini and
approximately 50 per cent on all routes Ffor the third-level
operators;  there _is, however, wide variation. As a result ‘of

‘operating conditions and institutional effects, tariffs are high
17 which  affect the - mobility of the rural population. Thé
dominance “of Port Moresby in the domestic air transport  sector

~reflects its position as the national capital and its relative

- 1solation from  the vrest of the country in terms of land
transport; as well, a large proportion of higher-paid employees

-and- - a large number of head offices are located in Port Moresby.
Demand is amplified by Government business, which accounts for
approximately a quarter of Air Niugini's demand.

G. Roads and Road Transport

21. - -Roads in PNG. are administratively classified as either
national roads or provincial roads. For planning purposes, DOT
separates - roads. into three functional categories: (i) trunk

‘roads, mainly serving inter-regional transport: (ii) collectors,
which - connect main population or commercial centres. to trunk
roads; and {(111) feeders, which serve rural arcas and usually
- connect to collectors. The overall nectwork- consists of
approximately 18,550 km, of which about 5,000 km are trunk roads
and the rest collectors and feeders. Only ab0u§ 5 per cent of
. the network is paved, with the remainder consisting of gravel and
earth roads. The network is highly fragmented, mainly serving
areas with greater population densities, and is concentrated
around provincial «capitals, coastal communities and in the
Highlands.

22. Rugged. terrain conditions pose constraints to
extensions of the network. The average road density of 0.04 km
of road per sq km of land area is onc of the 1lowest 1in the
Southeast Asian and Pacific regions. PNG has 0.04 km of road per
sq km, while Indonesia has .05 km, Thailand 0.17 km and the
Philippines 0.05 km.

23. The rate of growth in the vehicle fleet has been low
averaging 3 per cent annually over the 1971-1981 pgrlod. In
1981 the number of registered motorized vehicles was

approximately 51,500. DBy typc of vehicle, almost 37 per cent are
cars and station wagons, 34 per cent light trucks, 14 per c¢ent
medium and heavy trucks, 6 per cent buses. 5 per cent moltorcycles
and 4 per cent tractors.

24, ' The truck fleet increased steadily throughout the 1970s
and early 1980s, at an overall rate of approximately 6 per cent

i/ The Air Niuvgini domestic airline tariffs in PNC. are, —on
B average, 150 per cent higher than those in the Phl]%ppines,
100 per cent higher than those in In@onOSLa §nd
approximately 85 per cent greater than those in Malaysia.
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per _year. By 1981 the truck fleet .comprised —about - 24,900
vehicle, " of which 30 per cent were categorized: as “medium - or
heavy. These medium and heavy trucks dominate long haul - intet-
urban freight movements. Light. trucks are generally of the small
utility variety and "are popular . due ‘to Lhclr ability to carry
both passengers and freighL

25. Road Lranbport %ervices ate plovidcd wholly by . the
‘private sector. Although the industty comprises a large  number
of operators owning one or. two ‘trucks, transport services-® are
dominated by a Tew large locally owned. and expatr:atc managed
companies that own about one- third of the medium and hecavy Fleet:

RBesides operating their own- vehicles under Jong-~term  haulage
contracts, -these companiés -also manage a large number of
additional frucks under subcontract agreements with small-scale
operators o :
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PHILIPPINES

A. Sector Overview

1. The Philippines is an archipelaglc country of 300,000
sq km with a population of 57. 4 million (mid-1987}, glving an
average density of 191 people per sq km. About two-thirds of the
population lives 1in rural  areas. "~ Agriculture  (including
livestock, fisheries and lorestry) accounts for 29 per cenl of
the gross doméstie product and employs 48 per cent of  the work

force, including part-time employment. L Agriculture also
constitutes about 35 per cent of the toLaI value “of -exports --
mostly through eoconut, forestry and sugar products -- and is the
main source of inceme Tor most ‘rural. households.  .In sharp

contrast to average annual real growth rates- of . the "gross
national product of 5.0 per cent and 6.0 per cent  in the 1960s
and 19705 respectlvely, growth contracted to an annual average of
3.0 per cent during 1980-1983 -under -the influence of the
worldwide recession that followed the second . oil shock and of the
debt erisis in 1983 and was negative for almost three years from
late 1983 to mid 1986.

2. Only about za of the 7,100 1slands of the Philippine
archipelago have economic activity and population concentrations
sufficient to generate demand for transport that would require
substantial development of infrastructure. Movements of Tfreight
and passengergs on  most of these islands are .oriented toward
larger trade centers outside the islands; entailing a need for

intraisland road transport and interisland sea transport. About
ten of the larger islands have developed a degree of internal

economic integration that requires substantial ‘land
transportation. .

3. The major transport routes mostly follow- the north-
south pattern of population distribution and loécation of other
traffic generating sources. Over the years the transporl system
has evolved around these routes and road transport has emerged as
the dominant mode within islands, accounting for 80 per cent of
total freight movements and 85 per cent of teotal passenger
traffic. The modal shares of interisland and ceoastal shipping
constitute 40 per cent and 10 per cent respectively for freight
and passenger movements. Ralilways are of marginal importance
while domestic aviation provides extensive links belweén the
different islands. Domestic freight transport by air and - rail
and passenger traffic by rail are not significant, while domestic
passcenger traffic by alr accounts for 5 per cent of all passenger
movements in the country. It is anticipated that road transport
will continue to dominate both freight and passenger transport in
the fToreseeable future.

4. In 1985, the public road network totaled 161.600 km.

In the port subsector, there are 94 national ports, 232
registered private ports and more than 500 municipal ports. The
national ports in particular recquire improvements. The
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Government Intends to Improve the railway nétwork. of which 750
km - 1s currently in "use. Regarding the 87 airports in the
country] nomajor improvements arc envisaged since the existing
 facllities are generally suflicient for the present and lmmediate
Tuture level of traffiec.

B,'Planﬁing and Coordination

51: . Responsibility for transport planning, regulation and
coordination atl’ the national level is sharcd by. the National
Echomic_fand Development  Authority (NEDA). the Ministry of
Transportation and Communications (MOTC), the Ministry of Public
Works = and ilighways (MPWil), ‘and the Ministry of Local Government
ﬁMLG},. NEDA,_the'highest planning body in the country, serves as
a‘program-review and coordinating agency for all line ministries
.1nv01ved in transport planning. 1In addition, NEDA is responsible
for 'macro-level planning to assist in identifying areas for
Tunding prlorities " and coordinates formulation of medium< and
long-range planning of infrastructure investments. NEDA  also
forimulates guidelines on post-evaluation studies and monttors
such  studiées carried out by line ministries. National investment
proposals originating from the respective ministries are assessed
and approved by NEDA.

8. ] MOTC is wvested with the responsibilities of policy
planning, programming, coordination, regulation, and
administration of a dependable and coordinated network of
trangport and communications taking into account intermodal
aspects. MOTC has under it the fellowing agencies associated
with  transport: the  Land - Transportation Commission (LTC)
entrusted with regulation of the road transport industry,
registration and licensing of vehicles and issuance of driver
licenses; . the Bureau of Air Transportation (BAT) which plans,
designs and  malintains airports and their facilities:; the Toll
Regulatory Board for supervision and regulation of road tolls of
the Luzoi expressway system under a 30-year franchise agreement
(1977-2008). with the Philippine National Construction
Corporation; the Metro Manila Transit Corporation operating bus
transport in -the ‘Metro Manila area: the Philippine National
Railways; ~ the Light Rail Transit Authority in Mciro Manlila; the
Maritime Industry Authority; the Philippine Ports Authority
{PPA)Y: and the Philippine Natlomal Line serving shipping between
the country and overseas destinations.

7. .-MPWH is responsible For detailed planning of ngtioqal
roads and barangay roads.l/ In addition, MPWH's responsibilities

1/ The main classification of roads divides the .nctwork_ inFo:

o (i) national roads (primary and secondary); (il) provincial
roads; (iii) city and municipal roads: and (iIv) barangay
roads. Barangay roads arc mostly of the_ fﬂrm—tojmarget
type. Barangay 1is the smallest admin%stratlve subdivision
in’ the country numbering about 40,000 In total.
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include - design and- construclion of pOth, publlc buildings .and

water supply infrastructure as well as’ construction of alrport

facilities such - as runways, -taxiways,;  aprons .and terminal
buildings,  while - planning, design and maintenance of airport

facilities are under BAT. The planning and: upkeep of provineclal

roads 1is carried out by prov1nc1a1 governments, while that = of
city and municipal roads is  the responsibllity of the rvespective

local governments under the monitoring and supervision of MLG,

which also coordlnates planning offorLs at the local level.

8. - In the past thcx was parailel and dup]lcated- efforts
among modal agencies. in transport planning. This problem was
aggravated by. the shortage 'of experienced planning staff in. most
agencies. These deficienciés were recognized by. the Government;
with the establishment of MOTC in 1979 and the 'merger of the
defunct Ministries of Public Works and Publiic Highways into -MPWil
in mid-1981, the Government took actlvc steps 0 dddre%s the need
for coordlnated transpo;t planning. W1thin MPWH the Planning
Sarvice and the Project Management- Office for Feasibllity Studies
were strengthened and are now actively involved in:the  planning
process. To improve the effectiveness and coordination of
transport planning and to provide on-the-job training to local
staff, from 1977-1982 IBRD assisted MOTC . under:. the National
Transportation Planning Project (NTPP) and is currently assisting
MOTC under the Programs and Projects Formulation Study for
Transportation (PPFST). ' . :

C. 1nvestment

a9, In view of the high share of road transport. and the
need - for improvement and maintenance of Lhe Troad system, the
National Government allocated P 23.5 billion ($1.9 -billion) to
the road subsector during the period 1981-1985, corresponding to
72 per cent of the total national allocation to the tLransport

sector. Railways and ports received 12 per cent each’ and
airports 4 per cent. The Government has recently fTinalized -a
medium-term development plan covering the period from . 1987 to
1992. - This plan indicates +that the Government  Intends  to

allocate P42.8 billion ($2.1 billion) for the tramnsport sector
(26 per cent of the total planned outlay for -all sectors), of
which P30.3 billion ($1.5 billion), or 71 per cent, is flor road
improvements, reflecting the continued high priority given to. the
road subsector. To achieve the abovementioned targets and . the
objectives of investments in other sectors, the  Government 1is
planning to Tinance the programs envisaged in the development
plan, partly through internal -sources: (58 per cent)} - and partly
with the use of external borrowings (42 per cent). :

10. It is anticipated that during 1987-1992, improvement of -
primary national roads and bridges will recelve bbb per cent of
the planned road investments, while secondary national roads and
provincial roads will he allocated a 20 'per  cent share and
barangay roads a 2b per cent share. In the.  port subsector,
public¢ investments will mostly focus on the national ports. while
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the main emphasis in .the raillway subsector will he on'comblotion
of - the ongoing rehabilitation of the southern main “{ihe
-Fqllowing- Improvement and cxpansion of alrports during eafjie§
years, development efforts will be concentrated on completing-the
ongoing upgrading of air navigational aids and improvement of
~some runways, taxiways and aprons.

D. Roads and Road Transport

1. “The systematlc development of the road network started
cin . the early 1970s and focused initially on improving national
roads of = importance - ln Luzen and  Mindanao serving priority
production :areas and population centers. This emphasis, which
was later expanded to cover the national roads in the Visayas,1l/
was. based on recommendations of the Philippine Transport Survey
completed in 1970, and continued through the 1870s and the ecarly
1980s. Since 1979, the Governmenl has been acecording . increasing
importance to improving the rural network with the objective of
distributing  the benefits of improved transport services to the
segments of population thai had not been Tully integrated 1into
the mainstream of cconomic activity.

12. The public highway network, consisting of a total of
about 182 thousand km of roads, comprises 26,000 km of national
reoads iIncluding 122 km of toll expressways north and south of
Manila, 29,000 km of provincial reads., 17,000 km of city and

municipal roads, and 90,000 km ol barangay roads. . Since 1981,
national . roads have increased by 2,770 km and all other
categories of roads have increased by a total of 7,172 km. Less

than half of the road network is all-weather standard. About 45
per cent of the national roads . are paved, an increase . from 39
per  cent in '1975. Although for the most part sufflicient In
- location and extent, the condition of main roads, particularly
barangay roads, is unsatisfactory and missing bridges effectively
isolate many rural communities. The poor condition of the roads
is mainlky - due Lo: (i) inadequate drainage, embankment and
pavements; (ii) lack of proper maintenance; {(iii) damage from
frequent overloading (many of the trunk roads were built long ago
and intended to carrvy only a small number of lighter vehicles):
and (iv) insufficient funds to repair [lood damage caused during
the rainy  and typhoon seasons. Because of the deteriorated
nature of the road network, vehicle operating and travel costs
are generally high. : :

13, " The major emphasis of the Government is on agr{culhural
and rural development. To support its development opjectives,
the strategy for the road subsector will have a slx-pronged
approach§ (i) road maintenance activities will be. strengthened
~and. given. high priority to preserve the con51dgrable road
‘investments that have alrcady becn made; {(ii} emphasis will be

1/ CompriSes. the islands ol Bohol, Cebu, Leyte, . egros, Panay
B and Samar, and somec smaller islands nearby.
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given to rehabilitation of existing roads Tor restoring the‘ road
netwotk to an - economically malntalnablc standard; (iii)
improvement of selected national roads will be undertaken wherc
the existing pavement is unable to adequately ~and | economica]ly
carry- the present. and immediate future. Lrafflc' volumes; ' (iv)
replacement of - temporary  and weak - blldges ‘with - permanent
structures will be carried out through a nationwide. bridge
replacement prograin; {v) consistent with the. . stress- ‘on
agricultural and rural development, emphasis will be given to
gradually ~upgrading rural Toads to all-weather standard = and
expanding the rural road network, paltlculally 1nf economically
less-developed areas with low road densities but - with ' good
agricultural potential; and (vi) low-cost. bt high- 1eLurn Lraffic
management schemes will be adopted in urbdn ‘areas -~ L0 Cncourage
the. use of high-occupancy publiec passenger vehiglcs - The road
improvement program will be  complemented by ‘reoad-. accident
preventive schemes to reduce theé rate of accldents'fand improve
road tratfic safety. - Furthermore, the private sector will
continue to provide- Flnancing for 1mplemenLaL1on of extensions of
the toll expressway system in Lu7on

14, Tn 1985, about 1.12 million motor ~vehicles were
registered in the ~ Philtippines, . including  0.24 million
motorcycles/tricycles and ten thousand non-motorized  trailers.
The overall rate of growth . in the number of motor véhiclés
including trailers, over the period 1981 to- 1985 was only 3 per
cent a year because of the major -économle reCession in . the
countiry over the recent several years. Registration -of cars,
utility vehicles and motorcycles/tricyecles increased annually by
2 per cent, 3 per cent and 7 per cent respectivély over the same
period, while the bus and truck flects contracted by 5 per cent
and 2 per ceni a year respectively. The average ownership of
motor vehicles (including motorcycles/tricycles and trailers) in
the Philippines is 20 vehicles. .per. 1,000  population.
Corresponding figures are 19 vehieles per 1,000 population in
Pakistan, 34 in Indonesia and 38 in Thailand. In view -of this
relatively 1low level of vehicle ownership there is substantial
potential for future increase in the size of the fleet. '

15. - Traffic volumes on Lrunk roads outs1de urhdn areas vary
from 2,000 four- wheeled motor vehicles per day -(vpd) to more than
15,000 vpd  near large urban centers. TraTfic volumos within

large urban centers are considerably h]gher in Metro Manila . the
traffic ‘on some of the arterial roads reach up to 110,000 vpd,
On provincial roads, traffic volumes are typical]y less than 200
vpd ‘and on barangay roads less. than 50 vpd.

E. Ports

16. The port network in the Philippines.is composed of . 622
public ports and 314 private ports. The public . ports consist of
19 major or base ports, 75 subp0ttq (naLlonal/municipal), and 528
minor municipal ports. - Many public ports have inadequate. wharf
working .arcas and transit sheds, inadequate back-up space,
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obsolete -cargo. ~handling equipment, inadequate dredging, badly
maintained . access  roads, - and  insufficlent - lighting  and
communications '‘systems. These deficiencies restrict ship and
cargo ha@dling operations, resulting in both low productlvity and
slow: ship turnaround time. Most cargo handled at private ports
consists  of bulk commodities such as fuel 0il, 1limestonc, iron
ore, - -sugar, bananas, and copper concentrates. Total traflffic
handled at - Philippine ports reached 72.1 million tons in 1982
declining slightly to 69.2 million tons in 1983. ReTlecting the
national -economic recession, traffTic fell to 62.6 mllilion tons in
1984 ‘and: 61.8 million tons in 1985. Total traffic inereased | Lo
63.3 million. tons in 1888. As the cconomy recovers, port traffic
is - forecast to increase gradually, to reach 73 million tons in
1990, equivalent to a 3.7 per cent average annual growth rate.
In 1986,. 56  per cent of the cargo (35.2 million tons) wasg
domestic cargo and 44 per cent (28.0 milllon tons) foreign cargo.
~Im 1986, - about "27.3 million tons of cargo was handled at
Government- ports. and 35.9 million tons at privale ports. Manila
is- by far- the largest: port handling 31 per cent of all traffic
(33 “per ' cent of domestic traffic and 30 per cent of foreign
traffic). The next largest ports are Batangas (15 per cent. of
total - traffic); Cebu (13 per cent }; Cagayan de Oro (11 per
cent); Dbavac (5 per cent); Tacloban (5 per cent}); and Ilcoilo (5
per CCnt), In addition to cargo, 16.1 million passengers
embarked/disembarked at Philippine ports in 1986. The ports
handling the largest number of passengers are Cebu {3.5 million);
Manila - (3.1 .million); Iloileo (2.3 millicn); Batangas (1.9
million); and Zamboanga (1.1 willion). :

17. : For the ports sector, a major objective in the MIDP -is
to, - rehabilitate port facilities to provide belter access from
rural areas to markets. The MIDP recognizes that Manila is the
major and focal point for distribution in the Philippines. The
Government has, therefore, placed priority . on rehabilitating
Manila Porft, with a total of P1.8 billion included in the Public
Investment Program for this purpose. In addition to
rehabilitating and completing ongoling projects at major and
secondary ports, the Government's strategy calls for the
rehablilitation and improvement of a large number of feceder ports,
which -are outside PPA's management structurc. The lalter Is
viewed as an cssential part of the Governmenl's: strategy to
promote economic development in rural areas. MTDP alsoc calls for
increasing. port management efflciency and the adoption of
measures “to improve and sustain the financial viability of the
ports. . The MTDP Port Program will require a- total investment of
P9,658 . million. - OF this amount, 52 per cent will be used for
major. ports, 14 per cent for secondary ports,.28 per cent for
feeder ports,  -and & per cent for regional fishing ports and the
construction and improvement of lighthouses. About 57 per cent
of the investment will come from forelgn sources and 43 per c¢ent
from domestic sources.

is. o ,Sinﬁe thc.laté 1970s, AsDB has been Tully involved ‘1n
the improvement of Manila Port. Funds were provided in 1979 fpr
the expansion of Manila International Containers Terminal (MICT)
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under the Manila Port Project. The expansion of MICT will allow
most .of the international containers to shift f¥om South Harbor
to- MIGT, thereby decongesting South Harbor-.and allowing it to be
rehabilitated without disrupting port ‘operations. - llowever, - long
delays have been experienced with .the ongoling Manila Port PIOJLCL
during the early 1980s and substantial progress tias’ - been . made
only after Lhe change of the government in 1986. The Project " is
now nearing completion and MICT is expected. 1o be fully. operated
in 1989 .  In 1987, AsDB extended financial assistance to PPA for
rehabilitation of North and South Harbours which is consistent
with the MTDP and Public Investment Progldm ' :

19. In addition to. the AsDB IBRD has activoly assisted in
the development of the ports. sector. IBRD has funded Ffour port
projects, three of whlch have been completed with - the.  fourth
approved 1in May 1987.  The completed: projects financed the
rehabilitation  and expansion of General -Santos and Davao ‘ports,
dredging - equipment and container facilities at Cebu, ‘Cagayan de
Oro, Iloile and Zamboanga. ports. The fourth:IBRD Port project
will finance Lhe_ expansion of six porLs -{Calapan, San Jose,
Tagbilaran, Nasipit, . .Surigao, - and ~ Palupandan) and the
rehabilitation of 16 smaller ports. IBRD was instrumental in
establishing PPA's institutional framework .and ‘capability:
IBRD's strategy of developing secondary ports ‘complements the
AsDB's strategy focusing on the development of Manila. Bilateral
assistance for the port sector has becn received froni Japan, for
the ports - of Batangas, San Fernando and Irene, for ‘the Leyte
Industrial Estate port, and for the provision of cargo  handling
equipment and dredgers. The Federal Republic of Germany assisted
in the development of the ports of Manila, Davao and Iligan, in
the funding of the preparation of 'a master plan for Manila Port
and in the provision of dredgers.

F. Railways

20, At present there is only railway system in the country,
the Government-owned and -operated Philippine National Ralilways
{PNR).1/ The Panay Rallways Incorporated, which was 80 per cent
owned by the Philippine Sugar Commission ‘and 200 per cent by
private shareholders, is no 1onger in operation.

21. Presently, PNR operates a network of about 670 km: of .
main line 2/ and 80 km of single- track branch. lines, .including
the 55- km_llne from Tarlac to San Jose. The main line ' connects
Dagupan City (195 km north of Manila) on the northwestern coast
of Luzon via Manila with Legaspl (475 km south of Manila) in the
southeast. Most of PNR's branch linés and sidings are closed to

1/ In addition, the Government-owned Light Rail Pransit system
operates In Metro Manlla on a 15<km elevated double-
track. : ) : : 2

2/ Of which 30 km . are . double-tracked (Caloocan-Manila-
and 640 km single-tracked. -
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traffic. and some have been totally abandoned such as the Cavite-
'Batangas line. The traffic volumes on PNR's network have been
dec¢lining over the past years and it now ecarries about 75‘000 mt
(17 million freight ton-km) and 4 million passengers (205 million
passenger-km) a year, of whom almost 80 per cent  are commuters
traveling within Metro Manila,

22 _ PNR‘S .neFWOFR has many opevational deficiencies, such
as_-gpged restrictions and periodic closures because of poor
condition of the ‘track and volling stock, insufficient

maintenance._of the infrastructure, and occasional collapse of
temporary wooden bridges. DPNR also operates a limited passenger
- commulting service in the Metro Manila area which partly helps to
alleviate 'urban traffic congestion. This, together with the
potential © of the railway to meet 1long-distance transport
requirenments, ‘has led to a Rehabilitation Plan for PNR. This
Plan envisages trehabilitation of PNR's tracks, bridges and
telecommunications. system, - and introduction of a number of
reforms 1in respect of its technical and operational practices,
management and organization. As of July 1986, the
accompllshments were rehabilitation of tracks and some bridges
from Manila to Naga, partial rehabilitation of tracks Crom Naga
to  Legaspi, and rehabilitation of telecommunication lines from
Manila. to Legaspi. There are tentative plans to also
rehabilitate the northern line from Dagupan to San Fernandeo, Lo
reopen some branch lines and to expand the railway system through
Capayan Valley to Cabanatuwan and to Laoag and to Matnog (Sorsogon
Province?).

G. Shipping

23. The domestic shipping fleet consists of about 740
vessels of more than 50 gross tons (GT). Of these, about 100 are
passenger-cargo ships of more than 250 GT; 200 are ferries mainly
‘of less than 250 GT; 400 are cargo ships, including 1liners ‘and
tramps; and 40 are tankers. In addition, there are a large
number. of barges and smaller vessels. During the past decades,
the major change in  the domestic Tleet resulted from the
introduction of contaioer-carrying vessels. The f[irst such
vessels  was introduced in 1875 and at present there are 45  Tull
cohtainer ships and 20 roll-on-roll-off (RoRe) vessels in

operation. The contalpner ships arc self-sustaining (i.e.,
containers are lgpaded and unloaded with ship's gear), Vand are
mostly . converted second-hand vessels. The 1liner flect is

dominated by about 15 privately owned Companies: thg'largest ol
which are Sulpicio, William, Aboitiz, Negros Navigation and Swgct
Lines; most vessel acguisition is financed Tfrom commercial
sources. . Domestic shippers are represcnted by the Copference on
Interisland Shipowners and Operators - (CIS0O), which has a
permanent secretariat in Manila. Tramps are owngd by ;Shlpping
companies and chartered out, or are gwned by 1ndustrlcs: anq
carry grains, minerals, cement, fertilizer, sugar and forest

products.
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24, 7 MARINA  is responsible - for developing - shipping{
shipbuilding ~ and repalr facilities:  setting. policies ‘rand-
regulations ~governing passenger fares, freight rates ~and  ‘route

franchises; and coordinating-mﬂritlme'training,~_iFor_-domestic

shipping, MARINA's objectives .are fto: restructure domestic

shipping tariffs, rehabilitate ‘and modernize- the domestic fleet,

improve passenger safely, develop a ship brealking dndustry,. . and
upgrade the ltraining of seafarers and shipyard: personnel. The
Philippines Coast Cuard (PCG) formerly was solely responsible for
the registration and inspection of ships, though safety standards

were nol strietly enforced, resulting in a  high. - incidence of
accidents and casualties. These functions are gradually  being
transferred from PCG to MARINA. -~ With IBRD -assistance, the
Covernment was expected to develop a plan of: action by June ™ 30,

1988 to improve the safely of operations in domestic shipping.

25. ‘Between 1978 and 1986, the oceangolng fleet ' registered
in the - Philippines increased - from 81.to- 397 - and the total
deadweight tonnage increased from 1.22 million to 12.7 million.
This large increase reflects Government efforts 'to "encourage
Philippine ownership and chartering of ~oceangoing vessels  to
increase the proportion of cargo carried .on Philippine vessels.
In 1988 there were 5,614 foreign vessel calls :at 'Philippine
ports, of which 2,187 were at Manila.  About: 60 international .
liner vessels call at Manila Port, providing  regular 'services
connecting the Philippines with Asia, Europe, the Middle . East,
North America and Australia. Many of these -vessels provide
feeder services to and from major transshipment ports such as
Hong Kong, Kaohsiung, Keelung, Busan and Singapore. . .

26, During the period Trom 1978 to the mid-1980s, .the share
of containerized cargo through the main domestic ports inereased
from 7 per cent to dbout 55 per cent. The containerized domestic
cargo 1s being carried by 33 liner vessels, including four RoRo
ships with an average capacity of about 110 TEU. Almost all: the
container vessels have been converted from general cargo or
lumber carriers = imported secondhand from Japan. .. This
modernization has been financed almost entirely from ~commercial
sources. It is notable that the rapid growth in containerization
took .place without any substantial complementary = investment in
port handling equipment at the nine ports served by the  'vessels.
Fulure changes in the fleet structure are likely to be dominated
by the steady growth of container shipments. An analysis carried
cut by the Philippine Ports Authority (PPA) shows that 75 peér
cent of the domestic cargo by sea: . -is suitable  for
containerization. " Such a high container - penetration percentage,
however, is possible . only with additional investment:in container
ships with a TEU capacity above the present average, .port
handling equipment to supplement . the ships' -1ifting . gear,
expansion of the port working areas, and an increase in ‘the
number of ports serving container vessels.

H. Civil Aviation
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27. - In the country there are 87 natlon irport ate
under the jurlsdietion of the Bureau of Afr ;%ﬂiiég?;;iioﬁp?éﬁ$§d
120 privatc;girports and landing strips, and 20 he]iporﬁs (moqtl}
}n Metrg Manlla). Only ten of the national airporté‘ runwaysLafe
2,000 mor longey, and only five runways have a pavement bearing
strenth sufficient to support aireraft heavier than the BAC 1-
llﬂ'- Twenty " alrports have runways that arc partially or
completely:.unpaved, of which 12 during dry wecather coﬁéitions
support thelschedule services by HS-748 turbo-props of the éole
domestic gafrier, Phlilippine Alrlines (PAL), which is a

Government corporation. Ouly about one-half of the national
-airports ‘are operational under all-weather conditions; the
balance. - lack sufficlent and vreliable navigational aids and
meteorological equipment. The national airpert network is
classified by BAT = into Tour categories: (i) international
alrports (iFive) serving international aireraft movements ~-
- Manila International Airport (MIA), - Mactan ({Cecbu), Davao,

Zamboanga and Lacag; (ii} trunkline airports (11) serving the
principal ' commercial centers of the country; (iii} secondary
airports {37) serving towns and c¢ities with lower air traffic
densities; and (iv) feeder airports (34) serving towns and rural’
communities  with limited air traffic potential. Mactan Airpofrt
serves as a hub station for Visayas and Mindanao airports. The
network is considerced adequate for present traffic levels.

28. Although the share of airfreight in total freight
transported in the country is negligible, air transport 1is
important for long- distance passenger movements between the
numerous islands throughout the archipelago. In 1985, PAL
carried 3.3 million passengers (1,552 million passenger-km) = on
domestic scheduled flights and 48,000 mt of domestic cavgo ({27
milliion freight ton-km). PAL's domestic Tleel comprises 11 BAC
1-11 "aircraflt (turbo-fan} with 109 seats each, and nine HS5-748
airceraft (turbo-prop) wilth 48 seats cach. From time Lo timc some
capacily (e.g., Airbus 300) is released from PAL's international
routes  to suppliement the domestic operations, particularly
between Manila and Mactan. In 1985, the BAC 1-11 fleet accounted
"for 85 per cent of all flown domestic aircraft-km. MIA is the
only -international airport in the country being served by
scheduled international flights.

|28, Aircraft types are likely to remain more or less
unchanged 'in the immediate future, except for the introduction of
regular Airbus capacity on the Manila-Cebu route. To serve the
existing Ffleet there 1is only minor peed for improvement of
runways; some paving and widening of runways, taxiways and aprons
are required for all-weather operations at certain trunkline and
secondary - airports. Other improvements planned include new
domestic passenger terminal buildings at Manila and some
trunkline and secondary airports, air navigational aids and airv
traffic control services.
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SRI LANKA

A. Secltor QOverview

1. Sri Lanka measures aboul 400_km'from_north Lo south'and-
950 km Trom east Lo west, encompassing'a land ' area -of nearly
65,610 sq km. The Lopography of the countly is flat in the

coastal -areas and mountainous toward the center of  the- island.
Rivers flow in a radial pattern from the wountains.and have no
navigational significance. $ri Lanka's transport infrastructure
is extepnsive  and well laid out, with a road  and rail network
providing relatively casy access Lo even the mountainous areas.
Both the road and rail network traverse a terrain Trising. from
mean sea level to an altitude of about 2,000 meters  above sea
level, crossing areas with rainfall as high. as 4,200 mm (200
days) to low as 990 mm (80 .days)} per annum.  The Dpopiulation --

estimated to be about 16.4 miilion in 1987 -~ is relatively
evenly spread over the country, with somé conc¢entration in the
southwestern and northern parts. The densely populated

southwestern coastal strip of the country is largely devoted to
coconut and rubber production Tor export, and paddy and vegetable
production for domestic consumption. Tea 1s "grown in  the
mountainous interior of the southern half of the country and
subsidiary food crops in the dry northern part, wheré paddy Is
also cultivated under irrigation. Manufacturing is located
mainly in and around Colombe, the capital and the principal port
of Sri Lanka. :

2. The most important sector in- the economy . is
agriculture, which provides employment for almost half of the
active labor florce and contributes about 25 per cent to gross
domestic product (GDP). Agricultural products also generate
about 80 per cent of the country's export earnings, with tea as
the most important export commodity.. The growth rate of GOP in
1986 was about 4 per cent, which is below the average growth
achieved during the last eight vears (5.4 per cent per annum}. A
number of factors have coniributed to the relatively _unfdvorable

performance of the economy in 1986 -- adverse weather affecting
agricultural oulput, deterioration of commodity prices, and .the
civil disturbances, among others. The 4 per cent growth in GDP

resulted mainly from an expansion of the service and - industrial
sector, pdrti@uldrly the export-oriented garment industry.

3. From 1979 to 1985, overall transport sector ocutput rose
by about 7 per cent per annum, to reach an estimated 33 billion
passenger-km and 1.8 billion ton-km of freight in 1985. A rapid,
inerease in road transport accounted for the sign1ficant overall
growth while the market share of the Sri Lanka Government Rajilway
(SLR) shrank steadily. In view ol the geography and erucLure of
the economy, most movements of goods and  passengers involve
relatively short distances and small consignments; both- these
factors © favor road transport. Freight moved by SLR - has been
stagnanl over the past Tive years, at a level of 1.8 million tons
per  annum, while passenger traffic has dropped from about 70
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mlll@on passenget's in 1981 to 59 miilion passengers in 1985. The
decline ‘in: railway  traffic is due to a comhindtion of
interrelated  factors, -of which inadequate quality ’ of .service
Institutional weaknesses, and the greater competitivenéss of roﬁé
transport are. the most imporlant. Nonetheless, SLR stlli has an
importgnt transport.task to fulfill. Rail transport is the most
suitqble Torm of inland transport for long-distance passenger
service, suburban -commuters, and bulk goods traffic -over long
distances. The Government is currently reviewing a number of the
investment  strategies that emerged from the  I1BRD-Ffinanced
Transport . Sector Planning Study which aim at making greater use
of the railway's limited comparative advantages. While it may
thus be possible to arrest the observed declining trend of SLR
operations, 1t - is unlikely that SLR will regain its dominant
position of three decades ago. -

4. Roads represent the principal mode of transport. Road
traffic has grown rapidly since 1977, when the Government first
permitted relatively unrestricted importation of  private motor
cars; btrucks and buses. Modes of trangport other than roads  and
railways - are insignificant. A domestic airline sevvice. linking
Batticoloa, Trincomalee and Jaffna was discontinued at the

outbreak -of - the civil disturbances in Sri Lanka. Currently,
there - is no organized domestic air transport, and coastal
shipping is of marginal lmportance, Hewever, the ports and

international shipping subsector plays a vital role in the
country's economy which is largely oriented toward internaticnal
trade.’' ~Among the three deep-sea ports -- Colombo, Trincomalce
and Galle -- Colombo accounts for more than 90 per cent of the
overall cargo throughput.

B. Planning and Coordination

5. ‘Over & long period, the development of the . transport
sector has been- influenced by a lack of intermodal coordination
and ineffective planning. The multiplicity of agencics concerned
with transport has often resulted in weak intrasectoral
coordination, with thig situation rendereding difficult the

development of an integrated policy for the sector. Realizing
the need for a high level coordinating mechanism, in 1984 the
Government set - up  the Inter Ministerial Committice for

Coordination  and Planning of Transport (IMCCPT} charged with
responsibility for preparing. Lhe groundwork for coherent‘ sector
plans and programs, recommending appropriate sector policles, and
specifying the Institutional arrangements reqguired. Relgted
igssues are realistic transport pricing, including appropriate
charges for users of roads, as well as means of .cost recovery,
officient utilization of energy, and Lhe demarcation Qf the roles
of ‘private and public sectors im the development and supply ol
transport -services, Membership of this Committee —consists. of
senior representatives {rom the Ministries of Iransport,
Transport Boards and Private Omnibus Transport, Local Government,
Power. and Energy, and Finance and Planning.
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B. . in late 1985, IMCCPT, in . pursult ol .the - above
objectives, commenced a comprehiensive Transport Sector Planning
Study. The focus of the study is. on .intermodal - coordination,
i.e.. -defining the most “appropriate role for - each. modé . of
transport, in view of the respective economic advantages,. -and
establishing an investment plan and an’' assoclated = transport
policy in 1line with an optimal modal "split.  Major @ issues
addressed by the Study include (i) optimum -utilization. of.
exlsting capacities -through _ intermodal = coordination- . and
improvement in productivity; (ii) defining the future role of the
GLR in cach of iis main market segments ~- dintercity.and suburban
passenger .services and freight transport; (ii1l) coordination of
private and public bus services; (iv) road. user charges :and
funding requirements . for highway maintenance;-and (v} traffic
planning in the Creater Colombo area. . The study will present  an
indicative investment plan and a set of - policy recommendations
for the 1987-1998 period, .based on ‘economic criteria- It will
- then be the task of. the decision makers to integrate’ these
objectives with various social and political considerations, . so
as to formulate the most effective transport policy. in line with
overall national policy priorities. The various Ministries and
agencies concerned with transport within the Government are
currently. reviewing the recommendations made by the study.

C. Investment

T. ~ The Government's general objective 'In the -transport
sector 1is to rehabilitate and improve -existing assets. - This
policy, which is applicable to both roads ‘and "railways, has
evoived Tfollowing a long period of neglect of transport sector
needs, resulting in run-down faéilities ‘and -deterioration of
services. The upsurge in economic activity from 1977 fto 1982
triggered by the. Government's economic liberalization program in
1977 has gencrated an increased demand on transport services with
which the transport sector -- as a c¢onsequence of théeé neglect in
the past -- is unable to cope. Recognizing this, in 1983  the
Government began to place greater emphasis on the rehabilitation
of transport infrastructure. The increased priority accorded to
this is reflected 1in the annual budget allocations to the
transport sector, which rose steadily between 1982 and 1988,
accoounting. for . 3.6 per cent of the overall capital bhdget__in
1983, 6.7 per cent in 1984, 8.8 per cent in 1985, and 12.2 per
cent in 1988. The total allocation to the transport sector in
1986 amounted to Rs 3.7 billion (%132 million), of which about
one-third was for roads,

8. The . Government's objectives and strategy for the road
subsector are consistent with those for the transport. sector as a
whole. Based on the Transport Sector @ Planning Study's
recommendations, the GCovernment has prepared a . Medium-Term
Investment Program for the Highway Sector (1987-1991) which,
among other things, covers the rehabilitation of about 12,000 . km
of high priority roads. This Program involves a total investment
of about Rs 12 billion, which will be funded from general revenue
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and_ from external sources. The importance which the Government
attaches to- road rchabilitation and maintenance is highlighted by
the . recent revisfon of the Public Investment Program = for 1988

As a .result . of the - relatively unfavorabie overall ecdﬁomié
performgnce, In 1988, the Government had to reduce  its budgét
allocatlons by an . average of 30 per cent, as against the requests
made_-by the various Ministries. THowever, reductions were not
made across -the bhoard, but on the basis of priorvities -determined
by the Committee of Development Secretaries. Overall allocations
to the road subsector have been among the least affected. The
allocation of funds for rehabilitation and maintenance for [liscal
year 1986 totals Rs 960 million, as compared with Rs 860 in the
previous year.

9. Following the signing of the Peace Accord in late July
1987, a National Task Force {(NTKF) was appointed by the Government
in.-early Augusi 1987 to assess the losses to private assets,
lives and 1livelihood, .and the damages to  public  assets and
infrastructure, -over the past four years of civil _disturbances.
. NTF was headed:by the Secretary of the Ministry of Rehabilitaion,
and the secretaries of line ministries were given responsibility
to assess  the damages to publlie assets under their respective
ministries. "Soon after the submission of the NTF report, at - the
request of the Government, a joint IBRD AsDB mission visited Sri
Lanka Trom September 1987 to assist the Government in assessing
the cost of rehabilitation of various sectors affected by the
civil disturbances and in preparing a report for consideration by
a Special Meeting of the Aid Group for Sri Lanka. At this
meeting. the rahabilitation and reconstruction requirements were
estimated in the order of $400 - $500 milliion, spread over the
three-year period. 1988-1990; this includes an expected
contribution from the Government of 20-25 per cent.

16¢. ~.In . the process of formulating a comprehensive. program
encompassing various. sectors for the economic recovery and social
rehabilitation of the Northern and Eastern Provinces, it has Dbeen
recognized that -a functioning transport system was a pre-
requisite for implementing the comprehensive program and
reestablishing economic activity in the two Provinces. - With this
in- view, the Government has prepared an Emergency Road
Restoration Program to expeditiously restore road infrastructure
in .these Provinces to a motorable standard. The Progrm., which
covers severely damaged sections of the network, envisages, over
‘the Lthree-year period 1988-1990, the restoration of about 900 km
in - the Northern Province and 1,000 km in the Eastern Province,
including- répair and/or reconstruction of culverts and bridges.
The . Program also provides for 12 Terry vessels and a motor
launch. The total c¢ost of the Program will be in the order of $60
million.  AsDB has extended a loan amounting to $20 million which
provides Tfor the restoration of the main traffic arteries gnd
gsome of the principal roads covered under the Pyogram and will
help restore road transport ovel a major portion of the two
Provinces. Apart from the AsDB assistance, otper donors
including IDA apd India are expected to extend assistance for

the Program.
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D. Roads and Road Transport

11. Sri  Laiika * has a relativély well developed  and. dense

road network that provides access To all parts of the country and
that comprises about 83,000 km of roads -- gquivalent to 1.3  km
of road s lw of territory.. Nearly . 30.000 km are paved
‘bituminous roads and 53,000 km gravel and earth roads.. The roads
are ranked in a hierarchical order as 'A", 'B', 'C', 'D' and’ E’
class roads. Class ~ "A' ~and class -'B' .roads represent the

backbone of the road transport system, connecting the National
Capital with the District Capitals (class 'A') and 1linking the
latter to  other important districit towns and villages: {(class
B'). The remaining three categories comprise minor  locdal ‘and
agricultural voads, ~some ' of which are motorable - during dry
weather only.  Aboutl 25,100 km of the roads -- of which 8,800 km
are class 'A' and class. 'B' roads -- are administered by the Road
bevelopment Authority (RDA) under the Ministry of Highways (MOH);
the Trest  are under the jurisdiction of the Ministry of Local
Governmenis and other Governmenti agencies. . :

12, The introduction of an economic 1iberalization program
in 1977 reducing existing restrictions on vehicle ‘imports gave
rise Lo an upswing in vehicles imports and registrations in the
subseqguent - years, leading to the modernization of the vehicle
fleet, which until then hdd largely become obsolete. By the . end
of 1986, the motor wvehicle fieet totalled about 560,000 vehicles.
compared with 208,000 vehicles in 1977. Of the total  registered
flecet - in 1986, passenger cars accounted for about 28 per ‘cent,
trucks 19 per cent, buses 7 per cent, motorcycles 33 per cent,
and tractors and other motor vehicles 13 per cent.

13. - Current  traffic volumes  in terms of average ‘daily
traffic (ADT) vary considerably on different routes. Main routes
radiating from Colombo and the central part of the isiand to the
northern, western and southwestern parts register the highest
traffic flows, with ADTs often exceeding 3,000 vehicles per day
{(vpd). Traffic tapers of{ to an avecrage of 400 vpd on routes
leading from the center to the eastern parts. - The share of heavy
vehicles on the main routes is generally high, with an average of
40 per cent of total motorized road traffic. However, the share
of heavy vehicles in total traffic -- if measured in terms of
equivalent standard axles -- would be much higher, probably about
80 per cent. The number of standard axles, among other factor,
determines the wear and tear that vehicles inflict on road
pavament. The rapid growth .in heavy comimercial  vehicles - that
have been imported in the years following 1977 has  dramatically
increased the number of standard axles on the roads and, as a
consequence, has accelerated the pace of pavement deterjoration.
This sitnation has been exacerbated by the frequent practice ‘of
icading- vehicles beyond the legally prescribed weight limit.
With & view to sciting a limit on the maximum  permissible "axle
load of heavy commercial vehicles and to amending  the . existing
legislation accordingly, ‘the folleowing actions, - which are,
prerequisite to the proposed revision of legislation, have becn
initiated by the Government: (i) a review of  the Transport
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Sector  Planning Study in  the light of the proposed design
strategy Tor roads; (ii) traffic counts and axle load surveys to
ascertain. the number of standard axles and  the amount of
overloading-and. based on this, to determine appropriate pavement
designs; -and (iii) an’ evaluatlion of existing road pavement and
bridge ~conditions in  order to establish the actual carrying
cagacity-of both bridge and road pavament as against anticipated
traffic volumes. Traffic counts and axle load surveys are béing
carried out under the ongoing AsDB Financed technical assistance
for institutional strengthening of the Traffic and Planning Unit
within . the Road Development Authority {(RDA)}, which is also
responsible for carrying out the pavement and bridge survey.

E.  Railways

14.. The railway system in Sri Lanka is operated by the Sri.
Lanka Railways (SLR) as a Government. department under the
‘Ministry ' of Transport. The SLR network comprises a total of
1,420 track kilometers,. of which 1,359 km are broad gauge and 81
km narrow gauge. . The system connects about 130 stations for both
passenger and freight services.

15: Over . the past three decades, SLR encountered - serious
difficulties ~in retaining its traditional role as the principal
carrvier of both passengers and freight. Freight traffic declined
steadily from 351.2 million ton-kilometers in 1974 to an
estimated 232 million ton-kilometers in 1985. During the same
period, - passenger traflfic decreased from about 3,000 million
passenger-kilometers to 2,100 million passenger-kilometers. With
regard to freight, SLR has steadily lost part of its traditional

main - commodities, particularly plantation crops. The principal
flow of traffic consists of a few main commodities that make wup
more than 90 per cent of the total freight traffic. These

commodities are petroleum, fertilizer, clinker, clay, cement,
flour and limestone.

16. ' The decline in railway traffic is due to a combination
of interrelated factors. SILR has been exposed to growing
competition from the road transport industry that has not only
captured a part of SLR's short-distance traffic for which
rallways are normally considered to be relatively  less cost-
efficient, but apparently also longer~haul freight traffic-
refiected in a .steady deeline in the average lead of goods
carried.  The average journey length of passengers has likewise
decreased, from about 70 km in 1981 te 43 km in 1985, which
partly explains the success of bus transport in maki?g 1nro§ds
into SLR's passenger traffic. As an added reason, SLR's guallty
of service is widely considered to be inadegquate and it has
established a ‘reputation as an unreliable caFrier.. Poog
signalling, inadequate maintenance, and .nonjavallahillty ot
sufficient rolling stock, as well as institutional wcaknessgs,
have exacerbated this siluation. As a consequence, th? flnanc1§l
performance of SLR has constantly deteriorated, culminating in
overall loss of Rs 1,057 million in 1985,
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F. Ports and Shipping

17. . Three ports handle 'deep-water vessels: “Colombo,

Tricomalee and Galle. '~ The. pérts are -planned, managed and

operated. by the Sri Lanka Port Authority .. (SLPA): - Colombo is

operated directly by SLPA, while the other Lwo po;tq are operated.
through regional managers SLPA was set up as a statutory. ‘hody

in 1879 and since then has ‘streamlined port cperations,  speeded

up development of ports. under its Jurisdiction, and established

an effective planning system, and remits substantial tax revenues

to the Government. . .

18. Colombo has the cqulvalent capa01ty ol 15 deep water
berths, with mooring inside the breakwaters. “for 22 ships. It haq
two -container terminals.. The first terminal completed . in 1980,
Queen Elizabeth, has been developed from exlsting bleakbulk quays
and has limited land area. It eon81sts of two berths with 10.5 m
of water and ‘equipped with 2 cranes,: with a ‘third due " to be
operational by 1989, A container freight station is locaked
adjacent to the berths and' there is: storage. for: 2400 - TEU. The
second terminal, Jaye Container. Terminhal, was purposely bullt and
presently consists of two berths (820 m) with 4 jumbo CTanes.
Depth of water alongside is 13 m. There is storage for 5256 TEU
and a container freight stdation is located on the terminal.  In’
1988 the port handled 341,000 TEU, of which approximately 65 . per
cent were transshipment with approximately 50 per cent handled at
each terminal. 1987 throughput was arcund 400,000 TEU, with 80
per cent handled at the Jaye terminal. Trincomalee has a -natural
harbor able to provide anchorage for more than 100 “ships.
Colombo is the most lmpoxtant port in Sri Lanka, followed by
Tricomalee and Galle. ‘

19. 1he Government-owned Ceylon Shlpplng Corpordtlon (CSC).
established in 1971 and now under the Ministry of Trade -and
Shipping (MOTS), constitutes the_Natlonal Merchant Marine. . In

1981 CSC had in its vessel fleet a total of eight break-buik
cargo vessels with a freight capacity of 86,000 dwt (or 111,000
cubic meters-of dry cargo space), most of the ships having . been
built some 20 vears ago. There is a tanker service  with a
capacilty of 30,000 dwt owned by the Lanka Tankers (a subsldldry
af ©SC), used to import about one-fourth of the country’'s crude
0il from the Persian Gulf. Total tonnage carried by CSC . has
grown significantly, from 305,000 tons in 1977 to about 800,000
tons in 1982, equivalent to a share of about 13 per cent in the
total Sri Lankan marine freight.

G. Civil Aviation

20. Responsibility for airports rests .with the Director  of
Civil Aviation (DCA) under the Ministry of Defence. During ' the
1970s and carly 1980s, the DCA headed an. Airports Authority (AA) .,

a statutory Government author1ty that administered all .airports
on behalf of the Minister of Defense. In March 1983 the
Authority was registered as a company under the Companies Act and
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renamed @irport' and Aviation Services (Sri Lanka) . Lid. (AAS
Ltd.); this company now performs all the administrative duties of
_the former AA. The company is Joeintly owned by the Government
{98 per cent ol the shares) and Air Lanka, the national carrier,
and hgs directors appointed by the Government and acts on the
.direction of the Minister of Defensce. This arrangement appears
"to be working satisfactorily.

21, Colombo is the only international airport, but suffers
from a weak runway. - Consultants have been provided under
‘Canadian  bilateral assistance to prepare an airport master plan
‘Lo’ cover necessary runway repairs and upgrading of facilitieg to
cater .for traffic up to year 1990 (Phase 1) and eventually to
2000 (Phase I1). The master plan was reviscd by another group of
consultants, = partly financed mnder.  Norwegian bilateral
assistance, who are currently helping AAS Ltd. implement Phase 1
ot the Plan. A new passenger terminal building was completed 1in
‘April 1987.

22. Apart from a thrice-weekly ferry to India from Talai
Manner, virtually all passenger traffic into and out of Sri Lanka
~-1s by air. Air Lanka, created in 1979, is the national airline.
Its total fleet comprises five aireraft. Although the ownership
of “the airline was originally planned as a 60/40 joint wventure
between the Government  and private - investors, so far the
Government capital - contribution has been 1limited to Rs 300
million and no private investor has in capital. The airline has
thus turned to heavy borrowing from commcrcial banks, leaving it
in a rather precarious filnancial situation.
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THAILAND

A. Sector Overview

1. Thatland has an area of about 542,000 sq km and is
divided 1into the Southern, Central, Northern and HNortheastern
Regions. The population in mid-1887 was estimated at about &4
million and has been growing at an average annual rate of 1.9 per
cent during 1982-1987. Except for some hilly. areas in the
Northern and Southern Regions the terrain ig generally flat and
there is 1ittle variation in climate. During  1979-1983 Gross
Domestic Product (GBP) increéased at a rate of 6.1 per cent annum
in real terms and since 1984 at ap annual rate of 6.1 per  cent.
GDP per capita was $810 in 1986. Agriculture plays a major role
in the economy of Thailland accounting for about 22 per cent ‘of
GDP, .64 per cent of employment and about 486 per cent of . “export
carnings in 1986. The sector has been growing at an annual ‘“rate
of about 2 per cent since 1980. The manufac¢turing sector has
been growing rapidly averaging an annual rate of about 8 per cent
since 1975 and in 1980 accounted for about 21 per cent of . GDP.

Although industry is generally concentrated in Bangkok, the
.Government is encouraging its dispersal to other areas.

2. © The relatively rapid growth of Thailand's economy has
caused signiTicant demands on the transport secctor. Increasing
manufacturing and agricultural production led to a growing demand
for transportation facilities both in respect of transport  from
local market to internal consumption centers and .points of
exportation. buring the period transport demand steadily grew
both in térms of ton-km and passenger-km.  The growth performance
of the overall economy has required substantial . infrastructural
support in all transport medes including a systematic road
improvement and maintenance program.

3. The main modes of transport in - Thailand are roads,
railways and inland waterways. The highest concentration of
traffic 1is over the main arteries consisting of national
highways, railways and inland waterways. The total length and
coverage of the transport network appear adequate for the next
several years, but the condition of the network particularly of
provincial and rural roads needs substantial improvement.

4. 0f the Ffreight transport on all modes roads generated
about 78 per cent in terms of ton-km, followed by railways at
about 15 per cent and inland waler-ways at about 9 per cent.
freight traffic 1is. concenlrated in- the northern . corridor
extending from the Gullf of Thailand and along thé traffic axes
radiating from ~Bangkok to the 'south and- northeast. The
direction, . composition and 'size of traffic [flows.  reflect
Bangkok's central lecation and dominance  as the country's
principal. port and consumption center, the gencrally rural
character of the ecconomy and the importance of the Central Region
in agricultural production. About 30 to 50 per cent of all
freight 1is agricultural produce, of which about one half is
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exported, mostly through the Port of Ban i
: gkok and the Ports of Si
Racha and  Sattahip along the castern seaboard. Of the total
public - passenger tLraffic (or both road and rail, road transport
is estimated te account for about 85 per cent,

51 The distribution of freighL trafftc between roads, ratil
and ~ waterways during the 1990s is likely to Tollow the general
trend -of "the ldast ten years. With the improvements made in the

1980s -to inland waterways and railways under assistance from
IBRD, . these transport modes are expected to serve as medium to
long distance bulk carviers, and roads will increasingly dominate
short - haul and low volume traffic. Nevertheless, roads would
conLJnue to absorb the largest part of freight transport because
of the compeLitlvencss and flexibility of the trucking “industry,
its ablility to economically handle small consignments, and the
continued growth, dispersal and diversification of agricultural
activities,

B.'Pldnning, Coordination and Policy

6. The Ministry of Communication {MOC) is responsible for
transport planning, coordination and policy. Through 1its own
departments, or through transport enterprisecs under its
jurisdiction, it is concerned with all transport operations. The

National Economic and Social Development Board (NESDB), which is
under the Office of the Prime Minister, participates in transport
planning by setting overall development objectives and by
coordinating  secteoral development plans. NESDE also liaises
directly with thec modal agencies to achieve consistency among
gsectors and within the subsectors. 1In addition, a Transport
Planning Unit (TPU) was set up within MOC in 1975 to act as the
focal point for transport planning and coordination. TPU,
through its Transport Management Information System, is providing
an improved data base for decision-making to MOC and the various
transport agencies,

T. In the development of the various modes the Government
has - allowed the transport industry, particularly freight
transport, to develop 1in a relatively unvegultated and

unrestricted manner. As a result, the road transport industry is
'competltlve, in particular for the short-to-medium-haul higher
value commodities, the railway and inland waterway transpotrt have
retained a significant share of tramnsport for certain lower value
bulk ® commodities while coastal shipping mainly serves the ports
on the east coast of the southwestern peninsula.

~8. To assist with transport planning and the formulation
of future Government policies with regard to road, rail and
4inland waterway transport, specific studies were undertaken. TPU
‘undertook two studies: (i) a study of road and inland waterway
user charges which will review and analyze current levels of
taxation, — adegquacy of revenues and offects of taxation on modal
development, and recommend an improved taxation and collection
systo, and (ii) a study relating to energy conservation in the
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transporl sector with the obgecLJvo of rccommending medium and
long-term measures aimed at saving energy In the transport sector
and Ffacilitating - the fuller development of ‘enerpy efTficient

transport. These studies. have béen completed by mid. 1980s. - The
marketing policy of the State Railway of Thalland (SRT) has also
been reviewed. Subsequently omprohcnsivc studies = were
undertaken and completed for dnve]opment of coastai bhipping
 (1984), vepair facilities - for dredging .plants  (1986), “and
container handling systems (1988) under JICA technical
assistance. A study 1s currently underway for development . of
effective port management and operations system. - While

recommendations of these studies had been expected to form the
basis of the overall sectoral policies of the Government when the
studies were initiated, the Government's action on these . aspects
are yet to be seen. .

C. Investment

9. : The share of the transport . sector in deVe]opment
expenditures, which was 20 per cent during the Third Plan (1972~
1976), declined to about 15 per cenL in  the Fourth National
Kconomic and Social Development Plan (1977-1981) mainly because
of the comparatively heavy earlier investments in the mnational

highway network which tapered off during tlie Fourth Plan. The
resource allocations under the Fifth Plan (1982 1988) were made
"with emphasis on energy efficlent modes i.e., water and tall
transport including inland waLcrways, shlpplng and ports. Under

the Sixth Plan (1987-1991), the Government intends Lo achicve
further ' structural . adjustment: required Tfor attaining higher
g¢conomic growth in. the context of public- sector . reform and
changes in economic pollcy inéluding deregulation and . the further
liberalization of economy, thus the energy sector being given the
critical role in the 1ndustr1a11zat10n program of the Government.
Transport . and communications have also been identified as a
crucial areas for the growing industrial sector.

I. Roads and Road Transport

10. In terms of ‘traffic volume,  network 1length and
investments, roads . represent the most . important  transport
infrastructure in Thailand. National highways, ‘which constitute
the primary road system, total about 15,700 km, of which about 98
per cent is paved to bitumen standard. They generally radiate
from  Bangkok to the major towns and cities and the nation's
borders.- The national highway system has been largely improved
and paved. llowever, it is cxpected that a few sections willi need
capacity expansion or strengthening to meet 1ncreasing trafTic
volumes. .

11. Provincial roads -- the secondary road ‘system --
connect provincial towns. and other major populatlon centers with
the national highways; and total about 29,900 km. Despite
inereasing traffic regquirements most provincial roads are in poor
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cOndition, About 50 per cent of the sccondary road system is of
bitumen or poor gravel standard; the remainder is hnpavcd and
often impgssable'in the wet season. The Provincial road network
has been increasing by 1,000-2,000 km a year, as the more heavily
trafficked rural roads are reclassified ag provincial roads.
Improvemerit of the provincial road system will be a major part of
the road development program over the next fow yéars.

12, Rural roads -- the tertiary road system -- provide
lecal  access and connect villages and hamlets with the national
highway  and provincial road network, railways and inland
waterways. .  ‘The total length of rural roads has been estimated. at
40,000 to 60,000 km; but inventory data. are incomplete. Most of
such- roads. are unpaved and are nol passable in wet weather.
Rural roads are administered by a number of pational, provincial
and local agencies. Thiec Government with assistance from IBRD has
engaged .. consultants * to undertake a study of the rural road

network which will cover, inter alia: (i) a complete inventory
of -such roads; (il1) development of road classification criteria;
(iii) review of existing organizations and their

responsibilities; (iv}) recommendations regarding appropriate
institutional arrangements; (v} maintenance methods and programs;
and (vi) a long-term program for improvements.

13. During the 1970's in line with Thailand's Industrial
development and contimied agricultural growth, . the number of
trucks has increased from 36 per cent of total vehlcles in 1970
to 50 per cent in 1979; cars accounted for 47 per cent and busecs
for 3 per cent. The vehicles registered outside the Bangkok
metropolitan area increased from aboul 60 per cent to 706 per cent
of total registrations during the period indicating an increasing
need for transport in rural areas. There are mno restrictions
limiting the supply of motor vehicles excepl that the importation
of types of vehicles which are assembled in Thailand is
prohibited and the duties and taxes are high for imported
vehicles 1in order to protect the local motor vehicle assembly
industry. FThe total number of registered motor vehicles is
estimated to have increased [rom 833,000 in 1979 to the order of
1.7 million in 1986.

14. Traffic flows on the network reflect the dominant
position of Bangkok in the economy. Traffic is highest onn the
approach roads to Bangkok, where it ranges from 10,000 to _SQ,OOO
vehicles per day (vpd) and decreases sharply as the distance

increases from the capital . Traffic on some provincial roads is
over 1,000 vpd. Traffic on rural roads is often less than 100
vpd. Average . annual traffic growth has been generally higher

than both the -increases in the motor Veh%cle flect and t@e mo?or
fuel consimed which indicated a slightly more intensive
utilization of existing vehicles anq gyoying uasage of energy
efficient vehicles. Growth rates on individual HoaQS haye‘varied
~widely, - but have been higher in the Northern, hortheastgzn and
Socuthern - Regions, particularly on roads that have been improved

recently.
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i5. Public bus transport - is - closely regulated. = The
Government- owned “Transport Company, Ltd, has ‘the franchise for
all main routes but-operates on only-a  Tew:- high]y trafficked
routes and subcontracts operatlons on most others Bus fares
vary accotding to road conditions and diqiances :

C16. The dULhOP]Ly to llmlt the number'and size of ‘trucking
Tirms and controi of freight rates is veésted in the: Government,

put the trucking industiry has dcve]oped without restrictions.

The Government-owned Express Transport Organization (ETO), the
lavrgest trucking firm, owns about 1,500 trucks and hireés = 5,000~
6,000 others. ~ Under the Government- GDOHSOIOG service. agreemetits
ETO : has sole rights foz access Lo the Port. of. Bangkok, transit
traffic to the People's Democratic Republic of Laos and traffic
of the Government- owned manufacturing companies. While ETO's
services are generally satisfactory, its rates are usually higher
than those of private truckers. Most prlvate Lommer01al vehicles
are owned and operated by small entrepreneurs {(usually having one
or two trucks). Medium and large firms (having 10 or . more
trucks) are generally concentrated in the Bangkok area ¢xcept for
a rlew large firms performing specialized functions in the other
region. The small entreprenéurs are often freight - agents,
obtaining cargo Tor themselves and for independent truckers.
Freight rates are usually ncgotiated and not advertised, but - are
competitive and cost-related. | In rural areas, the - freight
transport rates on wnimproved roads are two or three times those
on improved roads.

E. Railways

17. The State Railway of Thailand (SRT)}, an autonomous
state enterprise, is mainly a trunk line carrier with a  network
length of about 3,800 route-km. The lines . are single  track
except for a double track section of some 100 km near Bangkok:
Four lines radiate from Bangkok to the north, northeast, east and.
gsouth = of the country. Following a recent decision Lo develop
Sattahip as a commercial deep-sea port, the extension of  the.
railway 1line from Chachoengsao on the Eastern Line to  Sattahip
port was undertaken in 1981, being entirely flnanced by the
Government

i8. . 8RT carrled about 6.5 million tons (2 600 mlllion -ton-
km) and 87 million passenger (9,600 million passenger km) in
1986. The freight transport comprises mainly bulk.cargo, such as
cement, pelroleum products, clinker and marl and rice -products.
While roads. and, to a lesser extent, inland waterways  compete,
with rail, SRT has generally maintained-its market share of
ernsport of these commoditles o

19. SRT is generally a well-managed enterprise. - Because of
generally low tariffs which are not in line with operating costs,
SRT has incurred losses over +the past few . years and  the
shortfalls have been mct by the Government. SRT is improving itis
operational performance through, inter alia, modernizing rolling
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stock: and rehabilitating and strengthening track and bridges to
meetl  the increasing traffic demand with the assistance of 1DRD
Further assistance from billateral agencles is also bheing soughrl
Also, - upwqrd adjustment and simplification of tariffs is néﬁ
undc? consideration by the Government. SRT ig developing é‘ plan
for its continued improvement under the Fifth Plan., ' -

F. Ports

go.r : Duying_ the last 10 years Lhe volume of Tﬁailand's dry
1mpor§s, has“grown at the high rate of about 11 ‘per cent a year
and 1its exports have increased by 9-10 per cent a vear.  The

available port facilities are rapidly approaching their capacity
and further expansion and improvement of port facilities is
considered vital to avoid the lack of adequate port facilities
becoming a constraint to the expected expansion of the - seaborne
trade of the country.

21. - The seaborne trade of Thailand inciudes: (1)
conventional breakbulk -and containgrized - imports and exports
mainly shipped through the public port facilities at Bangkok
(Klong Toei); (ii) agricultural produce exported im bulk thiough
"a . private pier at Mah Boon Krong (Si Racha) and the deep sea
anchorage at Ko Sichang; and (iii) rubber and tin exports shipped
through Songkhla and Phuket Ports. . Petroleum products arc mainly
‘handled through Si Racha on the eastern seaboard and Songkhla and
Phuket.

22, There are some 35 sea ports in Thailand which can be

broadly divided intc two groups according to location, size and
function. The first group includes Bangkok, Si Racha @ and

Sattahip--all of which are within 200 ki of the capital and serve
as Thailand's main external trade outlets. Bangkok Port (Klong
Toel); -operated by the autonomous Pori Authority of Thailand
(PAT}, is the main international public port of thc country. it
is a river port situated about 30 km upstiream from the mouth of
the Chao Phraya River and its approaches need constant ‘dredging.
The Bangkok port system (inclusive of the private wharves located
along Chao Pliraya River) handles about 90 per cent of Thailand’s
international seaborne traffic and about 35 per cent of its
coastal traffic. In 1979 . imports (excluding bulk liguids)
handled . by the Bangkok port system totalled 6.40 million metric
tons (mit) while exports {(including tapioca, maize, sugar and
rice) totalled 12.70 million mt. DBulk agricultural exports are
handled at a deep water anchorage off 8i Racha. 51 Racha is also
the port of discharge for most oil imports.

23. - The: traffic through the Port of Bangkok has been
growing at 9-10 per cent annum in recent years and its capacity
to handle. increasing external trade is now approaching its limits
and  cosls  arising from port congestion are expected to reach
uneconomic levels in the near future. As an interim solution to
avold congestion at Bangkok, the Covernment has Improved _the
former naval port at Sattahip, for general cargo and container
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traffic., . Sattahip, which was originally developed as: a  naval
port under. the control of the Royal Thai Niavy, was eventually was
handed over to civilian control {(under PAT) in late 1979.
However, mainly = because of ‘the ' lack. of. port = related
infrastructure ‘and of 1incentives to port- users,  even after
completion of some. improvement works by the government, the port
is still grossly underutilized. As a long-term measure, a plan
to develop a second public port at Laem Chabang {(about 120 Kim
south of Bangkok and 50 km north of Sattahip) was subsc¢quently
decided. It took more than ten years for various studies and
discussions before the flnal decision was made and -construection
works have been recently initiated under -OICF assistance.

24, The sec¢ond group consists of the southern ports, which
are scattered over 750 km of the southern codast. - These ' ports
‘have primarily regional significance. . About half of them . serve
exclusively as fishing ports, while the other half serve coastal
transport, imporis, and exports and as fishery ports. To improve
coastal port - operations and capabilities, IBRD - provided
asgistance. mainly to improve maintenance performance. ;| .further,
to provide a  more efficient and economic  outlet Tor export
tralffic from the Southern Region, to stimulate : industrial
development in.the Region and to encourage direct ~imports from
overseas {(thereby aveiding the need for transshipment through
Bangkok Port}, the Government proceceded with the development. of
deepwater ports at Songkhla and Phuket. In 1978 " the AsDB
extended financial assistance Tor the preparation of @ leng-term
master. plans and detailed englioeering of - the (first .= phase
development of these two deep sea ports at Songkhla and Phuket.
This was followed by an AsDB loan for the construction of these
ports - in 1982. The deepwater ports at Songkhla and Phuket were
completed in 1988 and have heen fully operational since early
1989. )

G. Shipping

25. A number of foreign shipping lines provide services  to
the main ports of the country including over 20 lines which call
at the main ports of the Southern Region of which 10 are for
serving Japan and the Far Fast, 9 for Europe and the USA-and  one
for Black Sea destinations. Thailand’'s own foreign-going
mercantile Tleet includes 111 vessels totallig 547,400 deadweight
tons (dwt). Of these, 57 are breakbulk cargo carriers (totalling
307,600 dwt), 52 bulk.carriers (totalling 238,300 dwt} and. 2
specialized coastal  gas carriers. (totalling 1,500  dwt). The
cargo vessels range in. size from about 5,000 -to 15,000 dwt.  In.
addition. there arc hetween 20 to 30 small locally owned coasters
and bulk carriers with tonnages ranging from 1,000 to 5,000 dwt,

26 ... With- a view to promoting shipping and . shipbuilding
industries and co-ordinating projects and plans-related to the
merchant marine and maritime navigation, the Mercantile .Marine
Promotion Commisslion-Board.was set up in 1979 in accordance with
the Royal Deceree of the Mercantile Marine Promotion Act {1878).
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This was Tollowcd by ecstablishiug the office of Mercantile Marine
Promotlion Commission (MMPC)}. In 1883, the Government decided
that MMPC should be responsible For . policy-making and superviéion
of cOastal shipping in Thailand. While the promotion of mcréhént
marine and coastal shipping needs Lo be supported, at present the
number . and capaclty of shipyards are not adequate to meet _the
requirements for bullding and repairing ships Tor both coastal
and international shipping. various studies have been undertaken
by the MMPC, the Board of Investment and other government
agencies concerned.in this connection, however, the Government's
action thereon is yet to be scen.

H. Inland Waterways

27. The main inland waterways network consists of the Chao
Phrya River system in the Centratl Plain, with inter-connecting
canals. - About 1,600 km are navigable in the wet season and 1,100
km in the dry season. Of the 8.6 million tons i{ransported abut 6
million . tons are sand and gravel extracted Trom the vrivers for
use in - donstruction in Bangkok. The remainder coénsists of
‘agricultural commodities, mainly rice, also being transported to
Bangkok. Traffic is unbalanced with about 93 per cent southbound
and 7 per cent northbound. Lack of year-round navigability , the
high cost of dredging and nceds of water for increased irrvigation
and power generation are the main limitations ¢n inland water
transport. - As a result, inland waterways traffic is decreasing
to the north of Ayutthaya {about 110 km mnorth of Bangkok)
even though this section reaches into the heartland of Thailand's
most productive agricultural region; and large gquantities of
agricultural and other bulk commodities, which are in principle
suitable for barge traffic, are carried mainly by road.

28, To increase utilization of the inland waterways
potential for low-cost transporl, IBRD financed a project under
which the shallow river sections were deepened. The project also
inc]udéd; inter ‘alia, improvements at two river ports, Nakhon
Sawan and Taphan Hin, to facilitate transshipment betlween waler
and - road or rail. This project originally scheduled for 1981-
1983 was completed with several years delay. Wwhile traffic
(excluding sand and gravel) fTrom the arca north of Ayutthaya was
expected to increase fourfold from the previous leve% of 0.6
miliion tons per year, moslly consisting of rice and maize, such
an impact of this Project is yet to be scen. .

I. Civil Aviation

29: Thajiland's international and domestic air bLransport is
centered at Don Muang alrport near Bangkok.‘ International
passenger traffic at Don Muang has grown at an annual average
rate of 14.7 per cent since: 1967 and totalled ab9ut 5 million
passenger movements in 1979. Tollowling a sgudy which consideycd
alternatives of either building a new airport, or expanding
existing facilities, the Government has decided to improve Don
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Muang at an estimated cost of B5.074 bilifon. The first stage. of
this improvement .program invelving mainly the construction of -a
new runway and ancillary facilitles was completed under OECF
financial assistance.: Two other international airports, Hat..Yai
in the south and Chiang Mal in the north, ‘are capable of handling
commercial jet alreraft. In addition, there are 40 airfields of
various sized of which 17 handle scheduled .flights. —~ Domestic
pubiie air transport is helng provided by Thail Alrways Company,
Ltd. and Thal Alrways International, Ltd. is the international
carvier. Both companies are Government-owned.
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