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I NTRODUCTI ON

1. I n paragraph 11 of General Assenbly resolution 50/97, the
Secretary-Ceneral is requested to convene another neeting of governmnent al
experts fromland-| ocked and transit devel opi ng countries and representatives
of donor countries and financial and devel opnent institutions, including

rel evant regional and subregional economi c organizations and conmi ssions, to
review progress in the devel opnment of transit systens in the | and-Iocked and
transit devel oping countries with a viewto exploring the possibility of
formul ating specific action-oriented neasures®. The Meeting is also called
upon to take into account the results of consultative group neetings between
| and-1 ocked and transit devel oping countries regarding the priority areas for
action at the national and subregional |evel and the action programes agreed
upon2. |ssues for the reviewto be conducted by the Meeting are contained in
the d obal Franework for Transit Transport Cooperation between Land-1 ocked
and Transit Devel oping Countries and the Donor Conmunity, which was
recommended by the Second Meeting and endorsed by the General Assenbly in
Decenber 1995.

2. This d obal Framework for Transit Transport Cooperation, which set in
pl ace a range of concrete actions, has paved the way for the establishment of
efficient transit transport systens. As underscored in the d obal Franework,
transit transport systens, which have been the subject of discussions in
several fora, particularly the General Assenbly and UNCTAD, for severa

years, have three main aspects. Firstly, there is the issue of establishing
an institutional, legal and policy framework that provides an environnment for
pronmoting cost-effective transit operations and services. Secondly, there is
the task of devel oping an efficient and coordinated transit transport
infrastructure, and thirdly there is the issue of nanaging the transit
operations, including all the facilitation nmeasures that are ai ned at
ensuring the safe, speedy and cost-effective novenent of transit cargo. The
way in which these three mutually supportive aspects have been addressed
within the framework of triangular cooperation will be the subject of the
Meeting's review, which this report is designed to assist.

3. The report contains three sections. |In setting the scene for the

di scussions, the first section provides an overall perspective of how transit
transport constraints have affected the economi c environnent in the |and-

| ocked devel opi ng countries, particularly with regard to trade patterns. The
second section then reviews recent actions at the national, subregional and
international levels to inprove transit systens in the different key areas,

! For the outcone of the two previous neetings see: "Report of the
Meeting of Covernmental Experts from Land-1ocked and Transit Devel opi ng
Countries and Representatives of Donor Countries and Financial and Devel oprent
Institutions", TD/B/40(1)/2-TD/ B/ LD AC. 1/ 4, 1993; "Report of the Second
Meeting of Covernmental Experts from Land-1ocked and Transit Devel opi ng
Countries and Representatives of Donor Countries and Financial and Devel oprent
Institutions", TD/B/42(1)/11-TD/ B/ LDJ AC. 1/7, 1995.

2 Arrangenents are being nmade to hold consultations prior to the
Meeting, and their results will be made available to the Meeting.
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i ncludi ng the specific problens that have been encountered. The third
section el aborates the proposed nmain elenments of a future priority programe
of action.

. TRANSI T TRANSPORT CONSTRAI NTS AND THEI R | MPACT ON TRADE
PATTERNS: SOVE RECENT TRENDS

4, The international trade of |and-1ocked devel oping countries is
adversely affected by their geographical situation in various ways. Their
lack of territorial access to the sea, aggravated by the great distances to
seaports® and their location at the margins of the world's trading system
results in significant additional external transportation costs. There are,
of course, other factors related to additional transport risks caused by the
| ack of proprietary sovereign access to the ocean which also tend to increase
t he magni tude of transportation costs and linmt the international trading
opportunities of the countries concerned. The additional costs relate, ampng
other things to special security and custons arrangenents for transit cargo,
mai nt enance of higher levels of inventories and greater contingent storage
facilities because of the unpredictability of transport services, and

mai nt enance of alternative "insurance routes".

5. The magni tude of the burden of transportation costs varies dependi ng
on how successful countries have been in their efforts to inprove transit
transport efficiency. |1t can, however, be generally stated that nost

| and-1 ocked countries currently still incur significantly higher transport

costs than their coastal neighbours, and this has tended to increase their

i nport costs and reduce their export earnings® Furthernore, the bal ance of
paynments of |and-1ocked countries is also adversely affected by the excessive
share of foreign exchange earnings absorbed by transportati on paynents to

8 Taking into account the shortest distance fromthe country's capita
or other main city to the nearest seaport, the Central Asian Republics face
the greatest distances, and Kazakstan the |ongest of all (3,750 km.

Af ghani stan, Mngolia, Chad, N ger, Zanmbia and Zi nbabwe have di stances of
2,000 kmor more. Only Arnenia, Bolivia and Swazil and have di stances of 300
kmor less. Qher routes in use by |and-1ocked countries are much | onger,
rangi ng up to 10,000 km for sonme Central Asian Countries using the
Trans-Siberian rail road to access VI adivostok; routes fromeastern Bolivia to
Atlantic ports exceed 2,000 km

4 It is estimated that in 1994 in eight African |and-Iocked countries
the ratio of freight and i nsurance costs to the value of inports was over 20
per cent and for four of themit was over 30 per cent, which is seven tines
the overall ratio for devel oped countries. Conparisons with their coasta
countries clearly show that freight and insurance costs in these countries in
are in nost cases significantly lower. Exports per capita also continues to
be nuch [ower for |and-locked countries than for all devel oping countries, and
exports continue to account a conparatively small proportion of GDP. For nost
of the | and-|ocked countries, exports per capita in 1994 were | ess than half
of the average for non-oil-produci ng devel opi ng countries, which was US$ 260.
In the sane year exports were less than 20 per cent of GDP, as conpared to 24
per cent for all devel oping countries.
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foreign carriers for transport services®. A recent Wrld Bank study on
external barriers and margi nalization of sub-Saharan Africa has confirned
that such paynments absorbed 15 per cent of Africa's export earnings in 1990.
As the ratios for |and-1ocked devel opi ng countries show, the drain on foreign
exchange earnings for these countries is significantly higher, and this has
pl aced these countries in a very weak conpetitive position®

1. RECENT DEVELOPMENTS I N KEY AREAS OF TRANSI T TRANSPORT SYSTEMS

6. Land- | ocked and transit devel oping countries have in recent years
recorded some progress in addressing the transit problem and there is also
i ncreased political commtnent in this regard. The support of the

i nternational conmunity has played an inportant role in this effort. Recent
achi evenents and constraints in key areas of transit systens are briefly
revi ewed bel ow.

A. Transit transport policy reforns

7. The Governments of nost |and-1ocked and transit devel opi ng countries
have | ong regarded the transport sector as their exclusive domain, and
private-sector involvenent was di scouraged. Governnents freely intervened in
policy-setting and planning for transport operations and set the norns and
obj ectives for the devel opnment of the sector, giving little attention to the
comercial viability of state-run transport entities. However, the situation
has been changing rapidly in recent years. Progress towards narket-oriented
reforns and the invol venent of the private sector is having a positive inpact
on the devel opnent and noderni zation of the transit transport sector. Trade
intransit services is steadily being liberalized in many | and-|ocked and
transit devel oping countries, and conpetition between the suppliers of such
services is being encouraged.

8. The conpetition between different nodes of transport and routes is not
only working in favour of users in the land-Iocked countries but also
encourages transit countries to adopt a nore commercial and aggressive
attitude in terns of making their transit facilities attractive to the

busi ness community. Although this process is in its infancy, the state
nonopoly that prevailed in the provision of transit services is being
successfully chall enged, and this has the added advantage that the attitude
of donors to providing support has undergone positive change.

9. Anot her policy initiative relates to the encouragenent of regiona
trade in an effort to reduce the heavy dependency on overseas narkets. By
1995 only three out of a sanple of 18 |and-1ocked devel opi ng countries were

5 In 1994, these paynents exceeded 10 per cent of the value of exports
of goods and services for 13 of the countries concerned and in nine countries
t hey exceeded 25 per cent. The average for all devel opi ng countries was sone
5 per cent.

6 See Anjadi, U Reineke and A Yeats, "Did external barriers cause the
mar gi nal i zati on of sub-Saharan Africa in Wrld Trade?", Policy Research
Wor ki ng Paper, Nr. 15086, Wirld Bank, 1996.
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purchasing | ess than 25 per cent of their inports from nei ghbouring
devel opi ng countries. This trend in the direction of trade of |and-Iocked
devel opi ng countries suggests in principle that these countries are
attenpting to achieve savings in transport costs. In nany cases, however,
such savings may not be realized because regi onal suppliers may try to
exploit their |ocational advantage and inflate inport prices to a |evel which
may be equivalent to the extra costs entailed in obtaining inmports from
overseas markets. The sector-specific neasures that have been undertaken in
various areas will be further elaborated in the discussion bel ow

B. Sectoral devel opnents

(a) Rail transit traffic

10. Rai|l transport, once a domi nant node of transport along the transit
corridors in several subregions, nanely the Southern, Eastern and

West/ Central African subregions, has in recent years increasingly come under
pressure fromroad transport |argely because of the inefficiency of the
railway systens. This inefficiency is the result of a conbination of
factors, including inadequate rolling stock and equi pment, the ageing of the
rolling stock, which has led to frequent breakdowns and del ays in freight
novenent, the poor condition of the rail tracks, and inefficient nanagenent

practices. In Southern Africa, rail operations have in addition been
adversely affected by the insecurity in the subregion. The rail services
connecting Bolivia and the Chilean ports are also still facing sinilar
techni cal and operational problens, but rail is still the main transit node

because of the poor road conditions. The transshipnment fromroad to rail and
vice versa which is inevitable along several transit corridors also continues
to contribute to the slowrail traffic novenent.

11. Al t hough the above problens are still acute in several countries,
attenpts have been made in recent years to address them Wth the policy
reforns referred to above, the protection of railways practised by some
Governnents particularly in West/Central, Eastern and Southern Africa, is
giving way to increased conpetition with road haul age. Furthernore, in these
African subregions, as well as in Latin America and India, railway operations
are being reoriented towards conmercialization, and nore aggressive nmarketing
strategi es are being adopted. Railway managenent is being given greater
operational autonomny, and sone railway operations are being subcontracted to
private-sector operators. Qher specific neasures to inprove rail way
operational efficiency are also under way in different regions. |In South
Africa, neasures have included the devel opnent of a through-invoicing system
for railway traffic and the introduction of a Regional Rolling Stock
Information System (RSIS). Wth regard to the latter, it is inportant to
note that UNCTAD is collaborating with Southern African States in this area
by installing the Advance Cargo Information System (ACIS) in two Sout hern
African Devel opment Community (SADC) countries, namely the United Republic of
Tanzani a and Zanmbia, with a specific focus on railway rolling stock and cargo
tracking (Rail Tracker). The aimis to ensure that eventually all rolling
stock and, cargo of SADC railways will be tracked by either the Southern
African Railways Systens (called SPRINT) or UNCTAD s Rail Tracker, thereby
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enabl i ng custoners to trace the whereabouts of their goods throughout the
entire SADC subregi on.

12. ACI S railtracker has been installed in other countries, nanely Burkina
Faso, Caneroon, Codte d' Ivoire, Chana, Mali and Senegal. The systemwas al so
installed in Kenya, Uganda, the United Republic of Tanzania and Zanbia in
1995 as part of the Common Market for Eastern and Sout hern Africa ( COVESA)
project. In the case of the three East African networks, ACIS has nmade a
significant contribution to subregional integration, as the railways have
extended their nonitoring and the access to their systens beyond their
borders through conputerised interconnection of the three railways. The
installation of PortTracker was al so conpleted in 1995 in the Ports of Tenma
(CGhana) and Monbasa (Kenya). |In both ports, all vessel traffic is now being
nonitored by ACIS, and this provides valuable help for maritine operations.

13. Furt hernore, agreenents have been reached in virtually all regions to
further harnonize custonms procedures and docunentation. Problenms of

i mpl emrent ati on, however, still need to be addressed. The rail consignment
note designed to replace nost of the traditional custonms docunments in

Sout hern and East Africa, for exanple, is still not in use. On the other
hand, nore progress has been nade with regard to subregional inter-railway
agreenments in such cases as wagon-sharing, standardization of railway

equi prent, mai nt enance of wagons and managenent information sharing. This is
particularly true in East and Southern Africa and Latin Anerica.

(b) Road transit traffic

14. In the various regions, particularly Africa and Asia, considerable
efforts have been nmade in recent years to develop and rehabilitate the road
infrastructure, largely with the support of the donor community. Road
devel opnent projects have been given special attention within the framework
of donor-supported programmes that are being inplenmented under the United
Nations transport and conmuni cati ons schemes in Asia and Africa. Al though
the road transit corridor network can be as regarded satisfactory, the
physi cal condition of this network has deteriorated sharply during the |ast
five years because of poor maintenance, which has led to serious danage to
t he roads.

15. In East and Southern Africa, this problemis currently being addressed
aggressively. A road mai ntenance | evy has been established, and axl e-| oad
limts nonitored at a number of weighbridges are beginning to help contro
overloading. In other regions, axle-load regulations are also in place but
the general problemrenains the |ack of systematic enforcement. Further
neasures to facilitate road transit traffic that have recently been
undertaken in the various regions include agreenents on streamnined custons
docunent ati on and procedures and harnoni zation of transit charges. Wth
regard to the former, there are still serious problens of inplenentation, and
cunber some cross-border procedures continue to lead to significant del ays.

16. In the West African subregion, |oopholes in transit procedures have
often led to illegal diversion of transit goods within the transit countries
and thus to substantial |osses of revenue through evasi on of custons duties.
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This has necessitated the introduction of an escort system for vehicles

whi ch, however, has operational conplications that also | ead to serious

del ays in the novenent of transit cargo. |In varying degrees, however, all
regi ons have nade efforts to inprove the efficiency of road transit traffic
by reachi ng agreenment on harnoni zed hi ghway | egi sl ation, inproved safety
standards and establishment of third-party notor insurance systens,

har noni zi ng border working hours and sinplifying inmrmigration fornalities at
bor ders.

17. On the institutional and policy front, liberalization policies have
given the road transit transport sector a big boost in all subregions.

For mer gover nnent - owned trucki ng conpani es |i ke KENATI CO i n Kenya, TRANSOCEAN
i n Uganda and OTREMBO i n Burundi have been di ssol ved, giving greater
operational scope to private operators. The success of these operators wll,
of course, depend on their managerial qualities and financial standing. This
trend is going to be strengthened by the declining protection given to the
rail ways. On the other hand, serious problens in building up a viable road
haul age i ndustry are already being faced by Botswana, Lesotho, Swaziland and
Bhut an.

18. The drive towards greater participation of the private sector in the
road transport sector has picked up irreversible momentum but in sone
regions the scope of this neworientation is still the subject of

controversy, which nust be overconme. This is the case in particular in Wst
Africa, where the policy of allocating cargo between national truckers of

| and-1 ocked countries and coastal countries on a 2/3 - 1/3 basis is still in
force. This arrangenent, which is designed to pronote the road haul age
industry in the Iand-locked countries, is currently being challenged on the
grounds that letting market forces determine the distribution of freight

bet ween shi ppers and frei ght forwarders would benefit the growh of the
econony throughout the subregion in the long run

(c) Inland waterways

19. I nl and wat erways continue to offer transit facilities as part of the
transit corridor chain for several |and-locked countries nanely Bolivia,
Burundi, the Central African Republic, the Lao People's Denpcratic Republic,
Mal awi , Mali, N ger, Paraguay and Uganda. Although the cost of river/l|ake
operations is generally significantly |lower than other transit nodes, poor

infrastructure is still a major constraint, particularly in terns of linited
vessel capacity, poor navigational and tel econmunication facilities and

i nadequat e cargo-handling equi pnent. Inter-country cooperative arrangenents
for joint operations also still lack the required legal franmework in nmany

cases, with the exception of Paraguay, where effective legal instrunents to
govern river navigation are in place. The physical facilities in Paraguay
have al so been significantly inproved, and this has made the river transit
corridor the second nmost inportant route after road transport. The lake link
bet ween Uganda and the rail head in Kenya along the transit corridor to
Monbasa has al so recently been rehabilitated, and an UNCTAD/ UNDP transit
transport project for the subregi on provided technical assistance in the

el aborati on of a subregional inland waterway agreenent, whose adoption is,
however, still pending. A particularly noteworthy devel opment relates to the



TDY B/ LDC/ AC. 1/ 10
Page 9

| ake/road |ink between Mal awi and the port of Dar-es-Salaam This corridor
served Malawi as a lifeline when the civil strife in Myzanbique led to the
closure of its traditional routes to the ports of Mzanbi que.

(d) Ports

20. In general, infrastructure in the main ports serving | and-1ocked
countries is satisfactory, although certain ports need to invest in
infrastructure to be able to handl e | arger vessels. Considerable investnments
have been nade to rehabilitate cargo-handling equipnment. As part of the
overall liberalization policy, sone ports have taken steps to inprove the
quality of their nmanagenent through performance contracts wth government,

mai nt enance contracts for equi pnent, managenent contracts or |easing of
termnals to private operators, and provision of greater operational autonony
to managenent. This is a recent trend, particularly in Mnbasa and sone of
the Southern African ports. In many transit ports, however, cargo-handling
performance remai ns poor because of |ack of information on ship and cargo
arrival, docunentation delays, frequent security checks, poor coordi nation

wi th Customns, inland transport operators, forwarding and cl eari ng agents,

i nsurance conpani es and security personnel, and poor enployee accountability
and notivation.

21. Storage facilities in many ports serving | and-1ocked countries have
devel oped well, and in nmany cases they are managed by conpanies fromthe

| and- | ocked countries thenmselves. This is the case in the port of Calcutta
and in nost ports in West, East and Sout hern African and Latin America.
Whereas in East and Southern Africa, as well as in Latin America, storage
facilities have |l argely been handed over to private operators, in Wst Africa
facilities are still operated by government agencies (entrepdts). It is,
however, now being asked whether it would not be in the interest of shippers
to privatize these state agencies.

22. Anot her inportant devel opment with regard to ports relates to the
establishrment in the |and-1ocked countries of dry ports, where all custons
clearance fornmalities are done and which significantly expedite the novenent
of transit cargo to inland destinations. This developnent has led to a
substantial reduction of transit times and cost savings. Dry ports are now
operational in several |and-locked countries in Southern Africa and Latin
America. The dry ports in Kenya near the Ugandan border have al so greatly
facilitated the novenment of Ugandan and Rwandan transit cargo.

(e) Ar freight

23. The use of air freight as an alternative to surface transit stil
continues to be largely restricted to the inportation of high-val ue

manuf actures and the export of perishables that are in demand in overseas
mar kets, such as flowers, fruits, vegetables, nmeat, and hi gh-val ue goods.
Most | and-1| ocked countries have well devel oped airport infrastructure
facilities, but the freight collection and distribution systens, as well as
the storage facilities, are in many cases still very inadequate. This has
often led to significant cargo | osses and danage. Recently, however,
significant progress has been nade in the area of subregional air transport
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pooling arrangenents. In Southern and Eastern Africa, a nunber of joint
ventures involving several countries have now taken off. South Africa,
Uganda and the United Republic of Tanzania now have a fully operational joint
airline which is also involved in freight operations. The three East African
countries (Kenya, Uganda and the United Republic of Tanzania) are in the
process of reviving the East African Airways joint venture. Wth the pending
nmenbershi p of Rwanda in the East African cooperation schenme, it is likely
that Rwanda will join this particular venture too. Several national airlines
in the region have also recently nmade other bilateral contractua
arrangenents, for exanple in respect of joint aircraft naintenance and cargo-
space sharing, which are facilitating airfrei ght operations.

C. Legal frameworks for subregional and international transit

24, The progress that |and-1ocked and transit countries have nade in

est abl i shing subregional regulatory frameworks to supplenment bilatera
agreenents governing various transit arrangenents is quite encouraging. In

Sout hern Africa, recent devel opnents have included the renegotiation of the
PTA Treaty into a Common Market for Eastern and Southern Africa (COVESA),

whi ch was signed in 1994. 1In 1996, the Protocol on Transport and Meteorol ogy
was signed by Governments. These new legal entities, together with SADC

whi ch covers only the Southern African States, have binding conmtnents to,
inter alia, strengthen and inprove transit transport systens. As nentioned
earlier, inplenentation has been slowin sone areas, but institutionally the
future of these schenmes | ooks pronmising. Wth regard to road transport, the
BLS countries (Botswana, Lesotho and Swaziland) and South Africa are a party
to a Menorandum of Understanding (MOU) allowi ng the BLS countries to handle a
greater share of road transit cargo. |Inplenentation has, however, been

sl uggi sh because of the limted road transport capacity of these countries,
though in any event it would appear that, with the comercialization of the
entire industry which is nowin process, this regulatory arrangenent may soon
be obsol ete.

25. In East Africa, the Northern Corridor Transit Agreenent (NCTA)’
continues to be an inportant vehicle for pronoting various cooperative
transit transport arrangenents referred to above. The weaknesses encountered
in inplenenting and enforcing the various provisions of the Agreenent have
largely been the result of the civil strife in Rsmanda and Burundi, which has
conplicated the nonitoring process. The recently signed East African
Cooperation Treaty® has acted as a strongly reinforcing legal instrunent to
further consolidate these arrangenents. The Bel base Agreenent governi ng
transit operations between Burundi, Rwanda, Zaire and the Tanzani an port of
Dar - es- Sal aam whi ch are handl ed by a private conpany (Agence Maritine
International -AM), has recently been the subject of bilateral negotiations.
Pl ans are under way to replace AM with a coordi nati ng body conpri sing

7 The Agreenent, whose signatories are Burundi, Kenya, Rwanda, Uganda
and Zaire, was renewed in Cctober 1996 for another 10 years.

8 The Treaty nenbers are Kenya, Uganda and the United Republic of
Tanzani a.
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governnent and private institutions dealing with transit traffic policies and
operations along the lines of the NCTA

26. In West Africa, the Economic Comunity of West African States
(ECOMS)°, the Central African Custons and Econonic Union (UDEAC) ! and the

M ni sterial Conference of West and Central African States on Maritine
Transport (M NCONMAR) ' provide particularly inportant subregional |ega
frameworks to pronote transit efficiency in the subregion. These are

suppl enented by nore specific conventions |ike the convention regulating
inter-State road transportation (TRI), the convention relating to inter-State
road transit of goods (TRIE), the international convention to facilitate the
crossing of frontiers for goods by rail (TIF) and TIPAC (Transit inter-Etats
des pays de |'Afrique Centrale), which is a custons arrangenent to facilitate
inter-State transit traffic. As discussed earlier, there have been a nunber
of achievenents in various areas of transit, and these agreenents and
conventions have been largely instrunental in this progress. There are,
however, still some fundamental constraints which nust continue to be
addressed. The full inplenmentation of decisions adopted by ECOMS and UDEAC
bodi es, for exanple, is left to individual States, which have tended to be

i nward-1ooking in their orientation, and thus inter-country issues |like
transit cooperative arrangenments are accorded |ower priority.

27. In Latin America, there are also effective regional integration
schenes, like the Latin American Integration Association (ALAD ), and

Sout hern Cone Conmon Mar ket (MERCOSUR) ' and the Rio del Plata Basin Treaty?!,
whi ch have conprehensive provisions to develop and regul ate inter-country
transport operations, including transit, fromwhich Bolivia and Paraguay w ||
benefit. The other nore specific transit institution is the Autononous

Cust onms War ehouse Adm nistrati on (AADAA), which is soon going to be replaced
by the Admi nistration of Bolivian Port Services (ASP-B). The objective of
this institution, which will work closely with Chanbers of Comerce and
Industry, is operationally to oversee and nanage transit operations in

® ECOMS nenbers are: Benin, Burkina Faso, Cape Verde, Cbte d'lvoire,
Ganbi a, CGhana, Quinea, Quinea-Bissau, Liberia, Mali, Mauritania, Nigeria,
Senegal , Sierra Leone and Togo.

10 UDEAC nenbers are Caneroon, Central African Republic, Chad, Congo,
Equat ori al Qui nea and Gabon

1 M NCONMAR nenbers are Benin, Burkina Faso, Caneroon, Cape Verde
Central African Republic, Chad, Congo, Cbte d'Ivoire, Equatorial Quinea,
Gabon, Ganbia, Ghana, Quinea, Quinea-Bissau, Liberia, Mli, Muritania,
Ni geria, Senegal, Sierra Leone, Togo and Zaire.

2. The menbers are Argentina, Bolivia, Brazil, Chile, Colonbia, Ecuador,
Mexi co, Paraguay, Peru, Uruguay and Venezuel a.

3 The nenbers are Argentina, Brazil, Paraguay and Uruguay.

4 The nenbers are Argentina, Bolivia, Brazil, Paraguay and Uruguay.
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col  aboration with the private sector, which has now taken over all custons
war ehouses. The recent |arge-scale privatization and conmercialization of
the many transit operations in Latin Anerica has contributed tremendously to
the effective inplenentation of the provisions in the regional schenes
related to transit. Another contributing factor is that the bilatera
transit agreements in the region, particularly the Bolivia-Chile agreenent,
are nore action-oriented than many of the agreenents and conventions in the
African region.

28. In Asia, the Econonic Cooperation Organization (ECO '® addresses
inter-country transport issues, but transit arrangenents are nore
specifically elaborated in bilateral transit agreenents. In Central Asia,

however, the | and-|ocked republics have recently taken a vigorous initiative
to nove towards establishing a subregional |egal framework. The purpose is
to establish a basis for their efforts to diversify their transit routes and
| essen their dependency on the traditional routes through the Russian
Federation as they seek to pronote their external trade with overseas
markets. The transit transport framework agreenent is to be negotiated with
the transit countries, nanmely the Islanic Republic of Iran, Turkey,

Af ghani st an, Georgia, Azerbaijan, China, the Russian Federation, Pakistan and
Armenia. Prelimnary joint consultations in Ankara (Turkey) and |ssyk-Yul
(Kyrgyzstan) have already been held under the auspices of an UNCTAD/ UNDP
unbrella project, and work is currently under way to prepare the draft
agreenment which will be considered at a neeting scheduled for May 1997. The
results will then be presented to a Mnisterial Meeting at the end of 1997
for adoption. Such an agreenent will reinforce efforts to pronote
cooperative arrangenents in the subregion and help to integrate the econonies
of the Central Asian countries nore firmy into the global trading system

29. In summary, there has been commrendabl e progress during recent years
with regard to the political commitnment of both |and-|ocked and transit
countries to enhance the regul atory framework for cooperative transit
arrangenents at the subregional level. |In many cases, however, the

i mpl ement ati on of these agreenments is still unsatisfactory. This is largely
due to the weak institutional mechanisms for nonitoring and enforcing their

i mpl ementation. It is hoped, however, that the enmerging privatization and
commerci alization of transit operations will be a strong incentive to achieve
nore progress in this regard, because the cost-consciousness of all the
actors involved is likely to be enhanced.

30. Wth regard to international transit |legal instruments, the
| and-1 ocked and transit countries continue to show little enthusiasmfor

15 The nenbers are Afghani stan, Azerbaijan, Islanc Republic of Iran
Kazakstan, Pakistan, Tajikistan, Turkey, Turknenistan and Uzbeki stan.
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adhering to international transit and transport conventions!®. This is very
di sconcerting, as many of themconstitute inportant legal instruments which
woul d be extremely beneficial to these countries not only in strengthening
their own bilateral and subregional transit arrangenents but also in serving
as useful legal reference points for resolving inter-country conflicts of
interest in transit matters. Recent consultations with sone countries have
reveal ed that the benefits of these conventions are still not quite apparent
and that the relevant international agencies have not done enough to renpve
doubts by effectively pronoting them Cearly this problemneeds to be
revisited and addressed.

D. The role of external assistance

31. As stated earlier, the donor comunity has during recent years played
an inportant role in supporting the devel opnent of transit transport systens
in the various regions and subregions. The bulk of the assistance has been
focused on the devel opnent of transit infrastructure. |n Southern Africa,
significant funding has been provided for the rehabilitation and extension of
the road network along the main road transit corridors as part of the specia
support to rehabilitate the physical infrastructure devastated as a result of
the years of political instability in the subregion. Simlar efforts have

al so been nade in other subregions of sub-Saharan Africa. Mre recently,
however, greater attention is being given to road nai ntenance. Railways have
al so recei ved special support to purchase equi pnent and rolling stock and to
maintain the rail tracks. The expansion of physical facilities in the main
ports has al so been heavily supported. The Southern and Eastern African
subregi ons have benefited significantly fromthese assistance programmes.
Several donors have been providing technical assistance covering nost

| and-1 ocked and transit countries in order to inprove the quality of transit
transport operations.

32. Al t hough many multilateral and bilateral donors have been involved in
t hese assi stance programmes, some nore recent interventions merit speci al
nmention. The recent initiatives by the Wrld Bank have included assi stance
to enhance port perfornance in Mnbasa and i nprove nanagenent practices in

support of the institutional refornms under way. |In the UDEAC countri es,
there is also a major Wrld Bank project in progress to help strengthen and
reformregional integration arrangenents, including transit reginmes. In

Sout hern Africa, USAID, Canada and Nordic donor countries are spearheading
techni cal assistance programes to help utilize the newly rehabilitated
infrastructure nore efficiently. This is being done largely through the

16 The nost inportant of the international conventions related to
transit traffic operations are: the Convention on Transit Trade of
Land- | ocked States, New York (1965), popularly referred to as the "New York
Transit Convention"; Article V of the GATT Agreenent; the United Nations
Convention on the Law of the Sea; the TIR Convention (1975); the Kyoto
Convention; the International Convention on the Harnonization of Frontier
Control s of Goods (1982); the Custons Convention on Containers (1972); the
I nternational Convention concerning the Carriage of Goods by Rail (1961); and
Ehe C?nvention on the Contract for the International Carriage of Goods by Road

1956) .
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technical unit of the Southern African Transport and Conmuni cations

Conmi ssion (SATCC). The World Bank is also currently supporting a najor
mul ti nodal transport project in Nepal which is going to significantly
contribute to inproving the links with the Indian transport system The

Eur opean Bank for Reconstruction and Devel opnent and the Wbrld Bank are al so
heavily involved in the devel opnment of links in the Central Asian republics.
The solidarity between the donor community and the | and-1ocked and transit
countries is clearly being enhanced, and the transit transport policy and
institutional reforms under way in these countries are going to further boost
thi s nomentum

33. Wth regard to UNCTAD s work, a recent inportant activity relates to
the support given to the newy independent Central Asian republics, also with
UNDP funding. As nentioned earlier, this action is designed to assist the

| and- | ocked countries of Central Asia to establish a subregional transit
agreenment as a basis for pronoting the use of other alternative routes to
overseas markets.

34. There are several UNCTAD technical assistance activities fromwhich a
nunber of | and-1ocked and transit devel opi ng countries continue to benefit in
that they have a direct bearing on their transit needs. Particular attention
shoul d be given to ASYCUDA, which is a conputerized custons management system
covering nost foreign trade procedures. The system handl es nani fests and
custons decl arations, accounting procedures and transit procedures. It
generates detailed information about foreign trade transacti ons which can be
used for econom c anal ysis and planni ng and takes into account al

i nternational codes and standards relevant to Custons processing. Reference
was rmade earlier to ACIS, which provides new techniques to facilitate the
flow of operational information along transit corridors.

[11. PROPOSALS FOR FUTURE ACTI ON

35. The above di scussion clearly reveals that there is a fundanental
change under way in the orientation of both |and-locked and transit
countries, as well as in the donor community, in addressing the transit
problem There is a growi ng perception that interventionist policies have

hi ndered progress in inproving the efficiency of transit operations and the
quality of services and contributed to the high cost of transportation. This
perception is gathering considerable nmonentum particularly in Latin Arerica
and East and Southern Africa. Furthernore, the political conmitrment to the
promoti on of cooperative arrangenents between | and-1ocked and transit
countries is gradually filtering down to operational levels. This is partly
a result of the enhanced confidence of transit transport managers follow ng
the newly introduced policies of comrercialization of public-sector
enterprises and the granting of greater autonony to nmanagenment. The donor
comunity has sensed this evolution and is nore willing to support transit
transport programes, which it feels are now nore likely to lead to concrete
positive results. The donors are also nore confident in rendering this
support because their constituencies can be given evidence to show that aid
is being used effectively. The above discussion, however, also shows that,
in spite of these positive developnents in the transit transport environnent,
there are still major challenges to be faced in further inproving transit
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systenms. These challenges will have to be net with a nuch greater sense of
priorities and innovation, as reflected in the proposals briefly el aborated
bel ow.

A Transit transport policy framework

36. The establishment of a conmercially conducive transit policy
environnent remains at the centre of all efforts to further inprove transit
transport systems. Covernnents in |and-1ocked and transit countries should
rei nforce the nmeasures they have already taken to comercialize public sector
enterprises dealing with transit transport matters. This involves inter alia
gi vi ng nanagenment much nore operational autonony, introducing performnmance

i ncentive schemes to boost enterprise profitability and encouragi ng
arrangenents that permit the contracting out of certain operational and
management activities to private conpanies. This involvenment of the private
sector should be nade flexibly open-ended by al so providing scope for
private-sector participation in transit policy decision-nmaking. The nove to
fully privatize sonme key activities where private conpani es have greater

| everage and experience and can provide better-quality services nore
cost-effectively should continue.

37. The other policy area of significant concern relates to the poor
coordi nation of the activities of all the operators in the transit transport
sector. |If the transit-transport industry is going to be profit-driven and

focused on mnimzing transit costs, one inperative is to ensure that
nmechani sns are put in place to ensure that all activities by all actors in
both | and-1 ocked countries and transit countries (policy-makers, customns
authorities, transporters, security, port authorities, railway managers,
clearing and freight forwarders, bankers and transit insurance conmpani es) are
wel | coordi nated. These mechani sns should be at the policy, nanagenment and
operational levels. Although the nodalities for such nechanisns will vary
dependi ng on the particular circunstances in each region or subregion, the
general pattern described bel ow night be taken as a basis.

38. Land-1 ocked countries and their transit nei ghbours mi ght consider

est abl i shing subregional or bilateral coordination commttees at a high
level, with representatives fromthe private sector, to neet periodically in
order to set out planning and policy guidelines and procedures. At the
operational |evel, managers dealing with transit natters should al so have
regul ar consultations to review the day-to-day inplenmentation process. A
simlar pattern of coordination m ght be established at the national |evel by
each | and-1ocked country and its transit nei ghbour. Arrangenents should be
made for consultations between operational executives and the users of
transit facilities with a viewto the expeditious solution of day-to-day
problens. Such arrangenents do exist in varying degrees in the different
regi ons and subregions, but they are generally organized on an ad hoc basis
to defuse conflicts in cases of crisis. They should be institutionalized to
ensure sustainability of the coordination machi nery.
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B. Sectoral considerations
39. Rail traffic: The level of funding required to rehabilitate the rai

network and to purchase additional rolling stock and equi pnment in the various
regi ons and subregi ons has been inpressive, but continued support in this
area is inportant. The priority in the conming years should, however, be its
support mai ntenance progranmes. The other key area in inproving rail way
performance i s nanagenent. |In nany countries, the railway managenent, which
was generally entangled in a bureaucratic culture, is being revolutionized.
The current steps being taken to give greater autonomny to railway managenent
shoul d be stepped up. This will require a rigorous restructuring of current
management systens. QO her neasures to be pursued nore aggressively include
gearing railways to comercial operations and having a regul ar revi ew of
operational paraneters, organizational structures and the managenent of
finance. Conpetition with other nodes of transport and privatization of sone
rail way services should al so be encouraged.

40. Monitoring of the inplenentation of inter-railway bilateral and

subr egi onal agreenents shoul d be strengthened in such key areas as paynent
procedures for equipnent hired and services provided i n exchange,
standardi zati on of railway equipnent, nmaintenance of wagons and arbitration
procedures. Sinplification and harnoni zati on of docunentation procedures in
order to further facilitate cross-border railway operations is also an

i mportant area of concern. Training programes at the national and
subregional level, including inter-railway staff exchange programes, should
recei ve special attention. Qher priority areas for action relate to
devel opi ng further and inplenmenting the Advance Cargo |Informati on System

st rengt heni ng standardi zed i nspection systens, devel oping inter-railway

mar ket i ng arrangenments, pronoting adherence to international conventions
related to rail, and putting in place institutional arrangenments to nonitor
the safety and environnental inplications of carriage by rail

41. Road transit: The focus being placed on road mai nt enance shoul d
continue. The nmaintenance problemw ll, however, not be resolved unl ess
users adhere to regulations related to axle-load limts. Governnments shoul d
conmit thenselves to utilizing the resources in the road nai ntenance funds
established fromtransit charges precisely for this purpose. Governnents
shoul d al so build up the capacity to enforce axle-load-linmt regul ations.
Governnents in | and-1ocked and transit countries should also be committed to
mai nt ai ni ng conpati bl e road standards and vehicle specifications, as
inconpatibilities in this area have an equally adverse effect on road

condi tions.

42. QO her areas that need to receive continued attention are the adoption
of subregional instrunments related to notor vehicle [iability insurance,
carriers' liability, international custons systens and common standards with

regard to road safety, vehicle and driver testing, road permits and driver
I'i censing.

43. The quota system for distributing transit cargo, which is still in
practice in West/Central Africa, should be reviewed, as it has a restrictive
i mpact on the free play of market forces in the road haul age i ndustry. The
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probl em of building up road haul age capacity, which the quota system i ntended
to resolve, should be addressed within the franework of donor assistance
programes or through private sector involvenent, as was done successfully in
Mal awi and Uganda. The private sector should al so be encouraged to

conpl ement donor support by getting nore involved in building regional data
bases on road transit in order to facilitate its nmanagenent and operationa

pl anning. The trend towards |iberalization of road transit services should
be further supported by allowi ng road hauliers to conpete freely with

rail ways. Governments should al so be further encouraged to adhere to

i nternational conventions related to road transport.

44, Port facilities and services: The maintenance of port facilities
remai ns an inportant itemin Governments' future action. Wth regard to
operational and managenent aspects, there are also still a nunmber of measures

that need to be undertaken to inprove port performance.

45, CGovernments should continue port institutional reforns to nmake ports
nore narket-oriented through, for exanple, the granting of managenent
contracts or termnal |eases to m xed-econony conpani es operating accordi ng
to comercial practices or to private conpanies. Wthin the port itself,
Covernments shoul d pronote and i nprove cooperation anongst port authorities,
custons authorities, clearing and forwardi ng agents, terminal operators and
inland transport operators through facilitation committees and ot her
representational bodies in the port that pronote efficient trade and
transport services. Furthernore, CGovernnents should pronote the devel opnent
of port comunity information networks and the use of electronic data

i nterchange (EDI) for the exchange of information that will facilitate the
novenent and control of transit cargo.

46. The use of information technol ogy should be increased, particularly
for the exchange of information, which will enable port and transport
operators to plan and allow the sinplification and harnonization of
procedures for releasing transit cargo, thus reducing del ays and maki ng
better use of facilities. The use of mmintenance contracts should be
pronot ed, and customs and security procedures in ports should be coordi nated
to reduce delays. Furthernore, port security to fight cargo theft should be
st rengt hened t hrough inproved control of access to terninal prem ses,

i ncl udi ng personnel access; fencing of the terminal; automatic nonitoring
systems; regular checks; and a severe system of sanctions to deter theft.
Wi gh bridges should also be installed in ports to verify contai ner weights
and to control axle loads in order to prevent damage to road surfaces.

47. | mproverent s shoul d al so be nmade to parking areas, conmuni cation
facilities, accomodati on and showers, and cafeterias for transport operators
near the port area, and Governnents shoul d seriously consider allow ng port
authorities to retain some of their foreign exchange earnings to nmeet sone of
their regul ar equi pnent mai nt enance requirenents.

48. I nsurance institutions should seriously consider pronoting

war ehouse-t o- war ehouse i nsurance arrangenents in order to reduce the cost of
i nsurance premuns. Dry ports in the |and-1ocked countries should continue
to be vigorously promoted in order to ensure speedy and cost-effective
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noverment of cargo. The purchase of too many nakes of port equi prent shoul d
al so be avoi ded through better coll aboration between managenment and donors in
order to sinplify maintenance and reduce the cost of spare parts.

49, Inl and wat erways: The inprovement of the current poor |ake/river
infrastructure facilities should be accorded high priority, particularly in

t hese cases where such transit corridors constitute a vital outlet. The mnuch
negl ect ed subregi onal |egal franmeworks for |ake/river transport operations
shoul d al so receive priority attention

50. Air freight: Although air freighting is still limted by the
currently depressed demand for such services, sone |and-Iocked countries have
a significant potential in this respect, particularly in the subregi ona
context. The liberalization policies under way will further sharpen the
conpetition in the industry. The ongoing efforts to bolster air freight
pool i ng arrangenents should therefore be further reinforced. This wll
greatly contribute to solving the problem of directional inbalance in freight
flows and low | evels of traffic and thus enhance countries' conpetitiveness.
| nprovenent of physical ground facilities, particularly with regard to
freight collection, storage and distribution systens, should al so be stepped
up. The private sector has an inportant role to play in this regard.
Furthernore, the ongoing efforts to liberalize policies regarding the
granting of traffic rights for freight on schedul ed services should be
cont i nued.

51. CGovernments should facilitate the expansion of cargo charters,
especially where the denand for freight capacity is infrequent and subject to
sharp fluctuati ons and cannot be easily accommodat ed by schedul ed servi ces.

52. Furthernore, continuous efforts should be nade by Governnments to help
identify and take advantage of opportunities for stinulating traffic

devel opnent by the selective lowering of tariffs for particular comodities,
sectors, directions, or periods of time. Such reductions may be ai ned at
devel opi ng new types of traffic and especially at correcting existing

i mbal ances in flows.

53. Conmuni cations: The efforts of Governnents to inprove conmuni cati ons
facilities have had an enornous positive inpact on operational |inks between
ports and inporters and exporters in | and-locked countries. This progress
shoul d, however, be reinforced by operating postal and tel ecomuni cations

services on strictly commercial |ines and by encouragi ng greater
private-sector involvenment, which is currently still linited
54. Managenent and training: Diversified training progranmmes, including

wor kshops, sem nars, on-the-job training and | onger courses for nanagers and
nm ddl e- and | ower-|evel operators in ports, on railways, in the road haul age
industry, in air freighting and in clearing and freight forwarding, should be
strongly supported. CGovernnents should in this regard provide training
facilities in existing institutions. The expanded private-sector involvenent
in all these areas should create a better environnent to achieve greater
efficiency of business operations.
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C. Future orientation of international support neasures
55. The support provided by the donor community during recent years has

significantly hel ped to address acute transit transport constraints,
particularly with regard to transit transport infrastructure. The linmted
capacity of the land-1ocked and transit countries to maintain these
facilities calls for further donor assistance in this area that should

i ncl ude continued provision of transport equiprment. There are, however, a
range of policy and operational neasures that al so need the support of the
donor comunity. In this regard, donors shoul d consider extending their
future assistance in the follow ng areas:

Pronmoting institutional and policy reforns that encourage
market-oriented transit transport operations;

Pronoting conmerci alization and privatization programes in the
transit transport sector, including assistance in the
identification of private-sector partnerships;

Supporting schenes that enhance coordination of transit transport
activities at the national and subregional |evel;

Devel opi ng new subregi onal transport projects that help alleviate
t he physical bottlenecks in the current transit transport
corridor systerns;

Supporting training programes, particularly at the subregi ona

| evel ;
Supporting other inter-country projects that enhance subregi ona
trade;

D. Institutional followup nechani sns

56. In view of the inportant role which subregional organizations should

play in the future in promoting the effective inplenentation of subregiona
transit transport cooperative arrangenents, donors, including UNDP, should
seriously consider supporting national efforts to establish technical units
wi thin these organi zations to:

Assi st CGovernnents in the fornulation of subregional transit
transport policies;

Prepare technical studies to back up proposals for joint projects
at the subregional |evel

Liaise with the private sector in order to identify priority
areas for its invol venent;

Act as subregional counterparts of donor agencies in their
commerci alization and privatization support progranmes;

Act as subregional counterparts of donor agencies in inplenenting
transit-transport-rel ated subregi onal training progranmes;

Hel p arrange consultative neetings at the subregional |eve

bet ween | and- | ocked and nei ghbouring transit countries desi gned
to review the inplementati on of existing bilateral and

subr egi onal cooperative arrangenents and adjust themto changi ng
transit situations as appropriate;
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Assi st governnents in establishing coordination nechanisns at the
subregional level to pronote nore effective coll aboration between
all actors in the transit transport sector

57. The nost urgent need for such technical units is in the African

regi on, where institutional weaknesses are still very acute. Since the

Sout hern African Transport and Conmuni cati ons Conmi ssion in SADC al ready has
such a unit, which was established with donor support, it is suggested that,
on a priority basis, donor assistance be provided to support the
establishment of such units in the West/Central and East/Central African
subregi ons through the two nore rel evant subregional institutions, nanely the
Per manent Secretariat of the Northern Corridor in Kenya and the Mnisteria
Conference of Wst and Central African States on Maritinme Transport

(M NCONMAR) in Cote d'lvoire.

58. In order to provide a forumfor a global review of progress in the
devel opnent of transit transport systens, consideration should be given to
conveni ng anot her neeting of governnental experts from |l and-Iocked and
transit devel oping countries and representatives of donor countries and
financial and devel oprment institutions in 1999.



