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FY89 Transport Sector Review
* -The Year at a Glance-

/ Lending:

21 dedicated transport projects and 26
projects with transport components presented
to Board; 16 projects at advanced stage of
appraisal; 35 projects identified and
documented in IPBI EPS; 10 out of 27 SALsl
SACs with transport content.

V Country Economic and Sector Work:

41 out of 68 completed country economic
reports address inter alia transport sector
related matters; 49 tasks in transport sector
work were managed of which 26 were completed.

V Portfolio Management:

222 transport projects were under supervision.

/ Audits and Performance Reviews:

28 tasks were accomplished.

V Research:

13 reports were published.

V1 Training:

46 in-house workshops and 5 external seminars
dealing with transport matters were conducted
for Bank staff. 16 transport sector management
courses were carried out in developing countries.

I Staffing:

136 staff of different professional categories
were involved in transport related sector and
lending work, project supervision, auditing and
training.
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PY89 nASPORT SfCTOZ REZYI

I. SIMOY PD An C0IU3DA?tNS

A. Leandina Activities

1.01 The Bank's transport sector activities during FY89 point to a
continuing trend towards supporting sector development and improving the
management of transport services and infrastructure in borrowing coun-
tries through lending operations which are based on system-wide approa-
ches. The orientation of these lending operations reflects a heightened
awareness within the Bank of the rapidly changing environments in which
the transport systems of developing countries have to perform. Steadily
progressing integration of global trade networks requiring efficient
freight distribution systems, and growing demand for mobility of their
diverse populations confront the governments of these countries with the -

need for major reforms of national transport services and upgrading of
transport infrastructure. The pervasive problems of outmoded regulations,
inadequate institutional arrangements, inefficient management practices
and constraints on private sector initiatives represent impediments to
better performance of national transport systemJ. These problems usually
transcend all-modes, and experience shows that it is difficult to correct
such shortcomings by concentrating on one selected component of a trans-
port system. Bank sector staff therefore rightfully started to conclude
that required improvements in the provision of transport services in
borrowing countries can be best achieved by addressing system-wide short-
comings in a coordinated manner, involving sector policy, strategy and
management aspects.

1.02 The result is that an increasing number of annual transport
lending operations are based on approaches which entail a broad sectoral
focus and integrate the treatment of issues in regulation and management
which transcend all modes. These new-style projects typically encompass
several, and often all transport modes in a country, which is a signifi-
cant trend away from modally oriented transport projects -- the dominant
lending instrument of past years. While this trend started in the early
1980s, the FY89 cohort of transport projects appears to represent an even
more decisive departure from modal lending. Almost one third of the
transport projects presented to the Board in FY89 reflected such ap-
proach, up from five percent in FY88, and less in preceding fiscal years.
A look at the proposed lending pipeline through FY93 reveals that the
proportion of broadly based and multi-modally oriented transport projects
is expected to increase further, which are thus likely to become the key
lending instrument for sector support in the years ahead. The focus of
this year's Transport Sector Review thus is directed at the types of
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issueso lending Instruments and staffing implications of the trend to
lending across modes.

1.03 Altogether 31 transport projects were appraised during the fis-
cal year, of which 21 projects -- co^iftting US$ 1,776.5 million in Bank
loans and IDA cred'ts-- were presented to the Board. They included eight
highway projects, six sector lending operations, three projects each in
for port and railway development, and one urban transport project. Out of
the 27 structural adjustment lending operations which became effective in
FY89, 11 contained initiatives related to transport sector reforms. In
addition, 26 other projects with different core orientation but including
major transport components were approved by the Bank. The transport ini-
tiatives under these projects were taken in the contezts of general in-
frastructure development (11 projects), urban infrastructure improvement
schemes (six projects), public enterprise reform (siz projects), trade
logistics management (two projects), and regional development (one pro-
ject). The proposed lending pipeline through FY93 suggests that the
number of annual projects with transport components but intrinsically
different core orientation will steadily increase.

B. Lend.= Intrumtg and Procedue

1 04 The trend towards more encompassing and multimodal transport
lending approaches ..s pragmatic and is probably also more responsive to
the need to tackle the pervasive sector problems in a coordinated fash-
ion. The advantage is that it provides for a more comprehensive involve-
ment of the Bank in all aspects of transport managemeut and service deli-
very. However, the prerequisites for successful project implementation
exceed those for the modally oriented lending operations to a considerab-
le extent. In most cases, several line agencies will be involved, and
reform needs will typically also encompass initiatives which do not fall
within the domain of transport sector organizations. Thus a much more
comprehensive institutional approach and substantial consensus-building
is required.

1.05 The problems inherent in the now-style transport lending ap-
proach affected the PY89 sector lending program. The 21 transport pro-
jects which were processed through Board presentation represented only 50
percent of the initial sector lending target. Much slippa_e occurred
because consensus with the various agencies to be involved in required
sector reforms could not be reached in time. Some explanation has also to
be sought in project design and related processing by Bank staff. Quite
frequently, a more probing analysis of the causes and effects of system.
inefficiencies would have facilitated better issues orientation and re-
sponsiveness in project design, based on realistic assessments of the
political acceptability of proposed interventions, and the institutional
capacities to comply with the iiplied action programs.
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1.06 This review includes an analysis of the experience with imple-
menting transport sector lending operations, which were appraised during
previous fiscal years. Most of these operations represent highway subsec-
tor loans, which nevertheless often included reform initiatives that ex-
tended beyond the purview of highway authorities -- particularly in the
areas of regulation and fiacal management. Generally, these projects have
been most successful at enhancing the Bank-country dialogue regarding the
investment program, focussing on overall project selection and design
criteria rather than the intensive analysis of individual investments.
Governments also have seen the benefits of such an approacn, especially
ministries of finance and planning, and the flexibility of project fi-
nancing and accelerazed disbursements. However, the findings under th's
review point to several problem in project desigp and during project
implementation which need attention. Quite frequently the policy and
institutional reform agenda under these lending operations was too ambi-
tious, not well understood by the relevant government agencies, and com-
mitment to effect required reforms turned out to be elusive. The lesson
to be learned here is that broad-based sector reform programs should be
incrementally instituted through a series of support operations and in
line with governments' absorptive capacities. Selectivity in sector lend-
ing objectives is therefore called for. There were also a number of im-
plementation problems which have their roots in existing Bank rules. They
relate to procurement and implementation monitoring which have not res-
ponded adequately to the sector lending concept.

1.07 A potential issue is the need to streamline coordination among
the various Bank work units that are pursuing transport sector improve-
ment needs in borrowing countries through different approaches, such as
country economic and sector work, dedicated transport projects, and lend-
Ing for transport improvements under projects with other core orienta-
tion. The sector activities during FY89 point to the fact that more and
more transport initiatives are taken by work units, other than the Infra-
structure Divisions -- and with sometimes only limited consultation among
the different work units and involvement of transport staff. It is a good
sign that improved transport is increasingly seen as an essential prere-
quisite for economic and social development in different parts of the
Bank but care must be taken that conflicting signals are not given, and
that a consistent sector support strategy is followed within individual
countries.

C. Sector Stratesies

1.08 The instruments for formulating strategies in support of trans-
port development and improving system performance in borrowing countries
during FY89 were economic and sector work, and applied research. Country
economic and transport sector work carried out during the fiscal year
included a considerable number of well managed tasks which were aimed at
providing a guiding framework for required reforms and transport system
adjustments in borrowing countries. IN and other PPR departments sup-
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ported thee endeavors through corresponding research and the issuance of
several guidelines, especially In the area of environmental control.
INMs Transport Division provided substantial support to regional sector
work and londing efforts. Particularly noteworthy are the SSATP initia_
tives by the TD In the Africa region and the country surveys by different
SODs in the EMENA regional office. lowever, the opportunity for integra-
tion of country economic and sector work should be further exploited, as
the macroeconomic linkages of national transport systems become more
pronounced. Compared with previous years, staff time spent in pursuit of
transport sector work reached an all-time high in excess of 600 weeks,
but three tasks --sector analyses in China, the Maritime Sector Assess-
ment for the proposed Environmental Program for the Mediterranean, and
preparatory work for SSATP-- consumed more than 50 percent of the time
recorded as sector work.

1.09 Last year's experience with country economic and sector work,
and with the new-style sector lending approaches points to a set of key
transport issues which require special attention. They includes

* pricing and fiscal management;
* enterprise reform;
* in: ..:astructure maintenance;
* environmental concerns; and
* trade logistics management.

The need for guidance in dealing with these issues has been recognized.
1n and the regional TDs --particularly in 'frica-- have put this requi-
rement high on their work agendas. Corresponding research was actively
pursued during FY89. As regards the pricing issue, it was found that cost
recovery is generally adequate in borrowing countries but there often
exist serious distortions in the structure of tariffs. In the area of
enterprise reform, most striking is the proliferation of initiatives
worldwide --not always well conceptualized-- frequently with significant
labor redundancy implications. Research related to trade logistics mana-
gement revealed that changing shipper practices and related restructuring
in the the organization of international transport require substantial
adjustment in the provision and management of transport infrastructure
and services in developing countries. Assessments of the environmental
impact of transport operations and infrastructure development demonstrat-
ed the need for better criteria regarding the design, the construction
and the provision of transport infrastructure and services. Follow-up
investigations into the general topic of highway management and mainte-
nance demonstrated comonly notable improvements, except in some African
countries. The experience with outside seminars and workshops with regio-
nal transport managers during FY89 points to their high utility as an
instrument for disseminating Bank findings and to foster policy dialogue.



D. Staff ResouVce

1.10 The need for improved institutional capacity in the Bank to deal
vith the increasing complexities of transport sector adjustment needs is
beyond dispute. Human resources are key to this. The Bank has presently a
sector staff of 136 professionals. including 65 technical specialists and
engineers, 48 economists, and 23 financial analysts. There are discernib-
le tendencies among regional work units to increase the proportion of
generalist staff -- mostly with economics background-- at the expense of
technical experts. Tn many cases engineer positions, vacated through re-
tirement, are filled with non-technical professionals. This trend calls
for caution, as the demand for engineering expertise will remain, and a
core of experienced Bank engineers should be retained despite the in-
creasing practice of hiring consultants for such tasks. There is a strong
need to maintain the Bank's technical integrity in the sector.

1.11 A great challenge is the absolute requirement to enhance the
Bank's ability for effectively dealing with transport policy and manage-
ment reforms. It is particularly the efforts aimed at improving the mana-
gement of transport services and infrastructure, which require sound
expertise. Such expertise should optimally be based on active involvement
in managing different segments of the transport industries. gowever,
there are very few Bank staff members who have such a background. The
stop-gap solution is commonly to hire consultants. But even in the con-
sultant market such expertise is limited. Thus the Bank is held to remedy
this situation and to enhance the' staffs' ability to deal with these
matters more effectively. During FY89, INU and the TDs in the regional
offices arranged for a series of seminars and workshops which were aimed
at providing staff with insights into changing transport market environ-
ments,

E. Recammendations

1.12 Two important questions arise from the FY89 Transport Sector
Review. Firstly, one has to ask 'What should be done in order to ensure
that the Bank is technically prepared to venture into substantially more
transport sector lending, as is proposed?'; and secondly, there is the
question of 'How should existing Bank rules relating to project design
and conditionality, procurement and monitoring be adjusted to better meet
the special requirements for successful implementation of transport sec-
tor lending operations?'.

1.13 The first question implies a need to deal with the issues of
guidance, staff resources and a coordinated Bank sector support strategy
for individual countries. Concerning guidance, there are the earlier
mentioned ongoing efforts in the regional TDs and INU's Transport Divi-
sion. The key areas requiring attention include pricing and fiscal mana-
gement, enterprise reform, management of transport infrastructure, *nd



environmental considerations. Of special importance is also the role and
function of transport in support of trade development. This assessment is
in line with the recamendations of the Sector Strategy Paper for Trans-
portation, which was issued in December 1988. However, there are only
limited budget allocations available to pursue related research. It is
therefore recoumended that more substantial funds be made available to
support these efforts. Furthermore, there is a need for regional strate-
gies with regard to transport issues. The Africa and LAC TDs have made
comendable progress in establishing guiding frameworks for transport
support operations in their respective regions. The Asia TD is planaing
an urban transport strategy for FY90.

1.14 Preparing transport and other Bank staff for dealing with sector
lending approaches more effectively is a need which must be given highest
oriority. The training and workshops arranged during FY89 were instrumen-
tal in creating awareness of the changing market conditions. However,
these efforts should be continued even more forcefully, and ways should
be considered to expose selected staff to modern transport manabement
practices in a more profound manner, such as shaLt-tin secondments. How-
ever, this will require additional funds. It is. rscommended that the re-
gional TDs, INU's Transport Division and Personnel draw up a concerted
action plan for transport staff development, including organizational and
funding arrangements. As the core of technical staff shrinks, it is high-
ly important that the regions coordinate their recruitment of such staff
and that there be more fungibility of technical staff time between re-
gions. It is recommended that procedures be established whereby an engi-
neer or specialist in one region with a particular expertise can be used
in another region without undue bureaucratic effort.

1.15 The issue of coordinating transport sector support efforts by
different work units in the Bank has not been a serious problem to date,
but there is the danger that conflicts may arise as more and more units
outside the sector divisions pursue transport related matters. This will
require more effective discussions by the country teams with support,
where necessary by the TDs and INU.

1.16 Finally, there is the question of how existing Bank rules which
govern sector lending should be adjusted in light of the experience gain-
ed with such lending operations. Based on the findings under this sector
review, following recommendations are offered:

* There is a need to control the tendency towards
overambitious reform objectives, and selectivity in
the issues to be treated is called for;

* Up-front conditionality is the most effective way of
achieving difficult policy and institutional reform
actions;

* Procurement guidelines for sector lending need to be
reviewed to ensure that they relate appropriately to
sector lending objectives;
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* Monitoring measures and related Bsak documents need
to more adequately aderess sector lending approach-
es; atd

* The TDs should assess during the annual ARIS exer-
cises progress under sector lending, in particular
focus on technical quality issues.



II. SECTR AC-2US DURING PY89

2.01 This chapter provides an overview of Bank activities during FY89
which were related to transport sector development and management in
borrowing countries. A total of 26 work units and 136 specialist staff in
the regional offices, EDt, OED and PPR were directly involved in these
activities. A discussion of selected key issues addressed by these ef.
forts is given in Chapter III.

A. Leading Oeratis

2.02 A total of 31 transport projects were appraised during the fis.
cal year, of which 21 could be preserced to the Board. The cumulative
lending commitment under the approved projects amounted to US$ l,T67.S
million with IBRD loans representing a share of 69 percent; the balancewere IDA credits. Highway projects for China and India received a blend
of IBRD and IDA allocations. For details see Table 1 in the Annex. Dedi-cated transport lending --projects with exclusive treatment of sector
issues-- as a proportion of total Bank lending declived to 8.3 percent inFY89, compared with 13.8 percent in the previous fiscal year and an an-
nual average of 12.7 percent during the first half of the ^980s. Most ofthe decline occurred in Africa (61 percent), followed by Asia (31 per-cent) and EEMEA (9 percent). LAC sector lending increased slightly over
the FY88 figure (Graph 1). Considering that 42 dedicated transport lend-
ing operations were scheduled to be processed through Board presentation
at the beginning of FY89, the question arises why so much slippage has
taken place. Some slippage happened because project appraisal started toolate to enable processing through Board presentation during FY89 (e.g.
Burundi-Transport Sector, Chile-Roads Sector tt, Colombia-Rural Roads
Sector II, Mauritius-Highways II, and Yugoslavia-Highway Sector III).
With other projects there were obvious problems of agreeing with govern-
ments on proposed action or reform agendas, as in the case of Congo-Roads
Rebabilitation, Costa Rica-Transport Sector, Nozambique-Transport Rehabi-litation, and Sudan-Highway Rehabilitation. The Jiangsu Provincial Trans-port Project in China was delayed for other unforeseen reasons.

2.03 As can be inferred from Graph 2, there has been a substantial
change in the modal orientation of dedicated transport lending opera-
tions. This trend started in the early 1980s but FY89 appears to repre-
sent an even more decisive departure from predominantly modal projects-- with highway projects usually taking the lion's share-- to lending
operations with broader sectoral focus, covering several modes. The Boli-via-Export Corridors, Chad-Transport SECAL, Ethiopia-Transport, and Uru-guay-Transport I projects are typical examples of this new type of sectorlending operation. The view is rightfully taken that required Improve-
ments in the provision of transport services in borrowing countrie. zanbe better achieved by addressing system-wide shortcomings in a coordi-
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nated fashion, involving sector policy, strategy and maagement aspects.
Looking at the lending pipeline through r!92 (Graph 2), it is evident
that broadly based transport sector projects will increase as the domi-
nant lending instrument, while the number of annual highway projecus will
further decline as a proportion of total transport lending. Dedicated
lending for ports and railways will continue to hold a steady share of 3
to 5 projects a year. Noteworthy is the emergence of a relatively stable
program of 2 to 3 free-standing urban transport projects per year from
FY90 onard. Table 2 in the Annex provides an overview of the proposed
transport related lending operations in the four regional offices between
FY90 and FY93.

2.04 In Chapter IV, a review of the Bank's experience to date with
transport sector lending -- mainly highway sub-sector lending-- is pre-
sented. This review suggests that the outcome has been generally satis-
factory but also that further refinement to the lending instrument would
be desirable, especially since the experience with broader sector lending
is still limited. While the trend towards transport sector lending repre-
sents a sensible development in addressing policy and institutional re-
forms in borrowing countries, the prerequisites for successful project
implementation exceed those for the modally oriented lending operations
to a considerable extent. In most cases, several line agencies will be
involved, and reform needs will typically also encompass initiatives
which do not fall within the domain of transport sector organizations.
Thus a much more comprehensive institutional approach and substantial
consensus-building will be required. The slippage of some sector lending
operations in FY89 attests to this observation (e.g. Costa Rica-Transport
Sector). The key problem was the need to Involve several llne agencies.
like ministries of commerce, finance and labQr, in conceptualizing and
designing specific projects and related interventions. In addition, sig-
nificant expertise will be necessary smong Bank staff in the areas of
transport service and enterprise management, labor organization, legisla-
tive reform and innovative financing arrangements. This demand for exper-
tise will be especially pronounced in the Africa and EMENA regions, given
their significant plans for multimodal transport lending.

2.05 An interesting and noteworthy development during the fiscal year
was the increasing number of projects with transport components which
were prepared by Bank work units, other than the Infrastructure Divi-
sions. During FY89 a total of 26 projects with transport components, not
prepared under the auspices of sector staff, went to the Board (Table 3
in the Annex), up from 12 projects in FY88. A review of proposed Bank
lending through PY93 reveals a growing trend towards addressing transport
sector issues under lending operations which have a predominantly diffe-
rent core orientation, including (in order of importance): urban infra-
structure, public enterprise reform, general infrastructure development,
trade logistics management, and rural/regional development (Graph 3). In
addition, 11 out of 27 SALISACs that were approved by the Board included
provisions for reform in national transport systems to varying degrees.
These developments provide a clear indication of the commonly perceived
importance of effective transport for economic growth and the delivery of
social services in developing countries.
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MTg9 Selected Ledini Ogerattios with ?ransgort Comnonents

Transuort Comoonents
Project

BANGLADESE
Second Flood Rehabilitation * rehabilitation of roads, bridges

and culverts; replacement of tug-
boats, and hydrographic equipment.

BURUNDI
Second Urban Development * upgrading of urban streets in five

secondary cities.

CH 
Medium Size Cities * urban street construction5 traffic

engineering and management meas-
ures; reforms of public transport
pricing.

GAMBIA
Enterprise Development * management improvements for public

enterprises (ports, air transport,
and bus services).

INDONESIA
Private Sector Development * shipping deregulation.

MOZAMBIQUE
Rehabilitation III * transport pricing reforms; private

sector promotion in the provision
of transport services.

PORTUGAL
Tras-0-Montes Regional Development * rural road construction and main-

tenance.

tUGANDA
Public Enterprises * divestiture program for national

airline; planning of rail and air
service management improvements.

2.06 These trends are healthy and provide for a broad involvement of
the Bank all aspects of transport management and service delivery. At the
same time, however, there is a compelling need for a concerted sector
support strategy which will serve as a guide for Bank staff from differ-
ent work units in pursuing transport sector reforms and in designing
interventions which are aimed at performance improvements. Without such a
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commonly accepted strategy there is a danger that conflicting signals are
givan and diverging arrangements are made for sectoral adjustment under
different lending operations. The danger lies in the still limited con-
sultation process between the responsible work units and transport staff
in the context of planning and instituting transport sector interventions
under projects with intrinsically different core orientation. Better
orchestration of sector development and management strategies is there-
fore required. The regional TDs should assume a much stronger role in
such efforts. They should also be the key centers for quality control.

B Country conoic and Sectot Work

2 07 Of the 68 country economic reports that were published during
the fiscal year, 41 included transport sector considerations. The con-
tests in which transport matters were addressed included public sector
financing and expenditure reviews, public enterprise surveys, analyses of
development plans and investment strategies. Significant coverage of the
transport sector was included in country economic work for Laos (Country
Economic Memorandum) and Uganda (Towards Stabilization and Economic Reco-
very). Given the growing evidence that transport is an important element
to economic recovery and broadening of exports, there is more opportunity
and need for interaction between country economic and sector work. As
will be shown further below, efficient physical distribution networks
become increasingly important as an essential prerequisite for improving
trade performance.

2.08 Transport sector work during the fiscal year comprised 50 tasks
of which 26 were completed (Table 4 in the Annex). These tasks were ma-
naged by the regional Infrastructure Divisions. Notevortixy is the fact
that at least 15 additional items of transport sector work were carried
out by other regional work units, particularly the Industry, Trade and
Finance Divisions. Furthermore, an estimated 25 tasks dealt with trans-
port sector aspects in the context of sector work which covered urban and
regional development, infrastructure management, public enterprise re-
forms, and trade facilitation. Again, a problem was that in several in-
stances little coordination of these various efforts has taken place
between the managing work units and the regional Infrastructure Divi-
sions. Limited information and consultation processes have in some cases
led to conflicting sector strategies and procedural arrangements. These
circumstances were compounded by the state of the Bank's internal data
bank and information system. Available background material is frequently
difficult to identify and to retrieve. As a result, many task managers
reported to have refrained from investigating the Bank's information
resource centers before launching a major new initiative. Duplication of
work and avoidable costs have been the consequences. This problem has now
been recognized by Bark management, and improvements to documentation
centers have been initiated.
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2.09 The four regional offices have pursued different avenues in
going about transport sector vork during the fiscal year. The Africa
region has devoted considerable effort on trying to establish a guiding
framework for transport sector management and development in Sub-Saharan
Africa under the SSATP initiative. This initiative is in support of pre-
paratory vork for the new Transport Development Decade for Africa. SSATP
is a unique undertaking which is sponsored by a wide variety of multi-
and bilateral agencies. Crucial questions that are being addressed relate
to the need to improve arrangement for road maintenance, transport enter-
prise management, trade logistics networks, and rural infrastructure. of
special interest is the work on rural transport and trade logistics
chains in West and Southern Africa. A number of field seminars were ar-
ranged in FY89 for regional sector administrators and managers to discuss
transport issues in Africa and to review options and required measures
for improving the provision of infrastructure and services. These semi-
nars have turned out to be effective instruments for disseminating the
findings under Bank sponsored sector work and research. The experience
made with similar efforts in the other regional offices points in the
same direction. Country related sector work in Africa included five more
traditionally oriented sector strategy notes (Cameroon, CAR, Equatorial
Guinea, Gabon and MHozambique). Three additional tasks deserve special
mention, i.e. Kenya-Urban Transport Development Issues, Nigeria-Road
Sector Strategy Paper, and Zaire-Trade and Transport Study. The Kenya
exercise established an agenda for proposed urban transport lending by
providing an in-depth analysis of issues and options in this subsector.
The Zaire initiative is a move to investigate the causes and effects of
transport sector shortcomings on trade performance. Finally, there was
the financial work done in Tanzania (Transport Sector Financial Perfor-
mance Review) which provides a probing assessment of issues in charging
for the use of transport resources and financing of sector development
and maintenance.

2.10 The Asian region arranged for a review of transport sector is-
sues common among the ASEAN countries. Otherwise substantial sector work
was only organized for China and Indonesia. In China, considerable effort
was put into the Provincial Transport Study which was aimed at designing
a guiding framework for the planned increase in comprehensive regional
transport development projects in that country. The Shanghai Ports Study
is of particular interest as it represents an analysis of port develop-
ment and management adjustment needs in the context of changing metropo-
litan, trade and transport industry environments. The Indonesia exercises
were largely 'stock-taking' tasks. Possibly the most interesting tasks
were undertaken in India through analyses of the relation between trade
and transport sector performance (The Growing Conflict between Trade and
Transport). Together with ADB, SDI organized a workshop to discuss trans-
port policy issues in Asia with high-level representatives of regional
governments. The workshop took place in Manila in February and provide
valuable feedbacks for further sector work the in regional economies.

2.11 Sector work in EMENA was characterized by well managed efforts
to establish agendas for assisting the regional countries to organize
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more efficient transport in the changing macro-economic environments.
Good examples are documented in the reports on lungary, Pakistan and Po-
land. A similar exercise was initiated in Yugoslavia which looks at op-
tions for dev loping transport markets in that country. A special study
was carried out In Morocco which addresses issues in managing urban
transport services (Urban Transport Enterprisess A Tale of two Cities).
This is a good and comprehensive analysis of enterprise reform needs,
which are commio among metropolitan areas in many developing countries.
Of special interest is a regional seminar which was organixed to discuss
railway management issues in East European countriess it was beld with
much support by bilateral agencies in Vienna. Finally, the Maritime Sec-
tor Assessment as a contribution to the proposed Environmental Program
for the Mediterranean represented a major piece of sector work.

2.12 Only limited transport sector work was carried out in LAC, with
Mexico receiving most attention in the context of the public enterprise
reform and deregulation efforts. The Argentina-Transport Sector Enterpri-
ses task was an attempt to shed light on the effects of an uwieldy orga-
nizational setup and overregulation on transport service provision. Fol-
lowing an earlier and similar study for the West coast of the South Ame-
rican Subcontinent, the Region started an analysis of changing shipping
patterns along the East coast. The findings are intended to provide guid-
ance for developing and managing regional ports. In support of this un-
dertaking a workshop was held in Mendoca (Argentina) to which regional
shipping and port managers were invited to discuss maritime transport
issues. Another regional workshop took place to review highway mainte-
nance issues and to disseminate the outcome of Bank work on road manage-
mont.

2.13 Overall, the Bank's sector work continued to be of high stand-
ard. Some of the initiatives taken during FY89 clearly demonstrate the
staff's awareness of substantial change in individual countries, and the
implied adjustment needs in national transport systems. If there was one
topic to which increasing attention was given, it was the relation of
transport to trade. The SSATP and Mexico corridor studies, the Indonesia
and Zaire trade related transport surveys, the sector reports on Sungary,
Pakistan and Poland, and the special analyses in India, all deal with
this subject to varying degrees. It is important to note the substantial
increase in the time allocations for sector work (Graph 4); during the
fiscal year it reached an all-time high of 608.8 weeks. There is however
substantial concentration in a certain number of tasks, which masks the
significance of this observation. Time recorded for staff involvement
under SSATP (99 staff-weeks), in China (185 staff-weeks) and in the con-
text of the Environmental Program for the Mediterranean (35 staff-weeks)
accounted for more than half of all transport sector work.
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2.14 During. Y89 there were 222 transport projects undir supervision,
up from 214 In the preceding year. The actual staff tim allocation for
supervision was just under 10 weeks on average, which has not changed
over the years since the beginning of the decade. Railway and port pro-
jects continue to require most attention. A critical development is the
time spent oan supervising the lmpleomntation of projects with broad sec-
tor orientation and comprehensive reform programs. The initially budgeted
time allocations were frequently exceeded by substantial margins. The
range was between 20 and 50 staff-weeks. Typical examples are: Bra:il-
Port Technical Assistance, Cyprus-Transport, Ghana-Transport Rehabilita-
tion 2, Indonesia-Rural Roads Development, Mexico-Highway Sector I1, and
Nigeria-Transport Parastatals. While the point can be made that projects
usually require more than nomal supervision efforts during their start-
up period, i. is nevertheless telling that actually spent supervision
tim for projects with broader sector, initiatives did not decline during
subsequent years of implementation (e.g. Tndonesia-National Ports Deve-
lopmnt).

2.15 The performance record of Bank financed transport projects over-
all remined at a steady average rating of 1.80-1.85, which was more or
leos in line with the composite rating for all Bank financed projects
under implementation during PY89. Looking at the individual performance
criteria, as applied in completing the 590 forms, following picture emer-
gest
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PerfouRancM lating of Transuort Prolects

Criterion Ratlas
Transport Projects All Bank Projects

* Project Development Objectives 1.45 1.60
* Compliance with Legal Covenants 1.56 1.57
* Project Management Performance 1.71 1.75
* Availability of Funds 1.51 1.52
* Financial Performance 1.84 1.82
* Procurement Progress 1.73 1.64
* Training Progress 1.73 1.61
* Technical Assistance Progress 1.58 1.60
* Studies Progress 1.51 1.59
* Enviroumental Aspects 1.07 1.25

Only nine percent of all transport projects were categorized as experi-
encing major implementation problems, and 52 percent were reported to
have moderate problems.

D. Audits and Performanc Reviews

2.16 During FY89, OED together with the regional Infrastructure Divi-
sions carried out a total of 28 post-completion project reviews in the
forn of project completion reports (PCRs) and project performance audit
reports (PPARs). ORD also issued a report which provides a summary of all
PCRs and PPARs prepared during the calender year 1988. All 19 projects
reviewed during that period were rated as successes. Most of the 14 pro-
jects reviewed were in the highway sector. The success rating referred
mainly to implemented investments, but there continued to be weaknesses
in the institutional and policy areas. Among the lessons learned were the
followings

* project processing should be delayed until the
uncertainties of costs and benefits are reduced to
an acceptable level;

* over-sophisticated solutions, complexity and ambi-
tious objectives tax the absorptive capacity of the
borrowers;

* formal agreement by the borrower to accept techni-
cal assistance is no sufficient indication of com-
mitment to institutional reform;
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* institution-building requires Bank follow-up with a
series of projects; and

* enforcement of axle-load limitations continues to
be elusive.

2.17 The findings of the 1988 review were not surprising nor new,
except for the broad report of success. The picture, however, changes
when one looks at the cohort of completion reports prepared during the
second half of PY89, which were not included in that review. Among the
projects reviewed were five railway projects which showed considerable
shortfalls in terms of economic rates of return and reform programs (e.g.
Congo-Railways IX and Pakistan-Railways XI with zero and negative rates
of return, respectively). Under the Argentina-Railways II project subs-
tantial reform efforts came to a halt. In the case of all above projects
the Bank took strong action, including partial loan cancellation (Argen-
tina), refusal to extend the project (Pakistan), and suspension of sup-
plemn^tary credits (Congo). These projects were appraised before the
Railway Problem Paper was issued in 1982, which called for more stringent
up-front conditions prior to appraisal and Board presentation.

E. Research

2.18 The research program for the transport sector generally followed
the directions discussed with the regions during the FY88 Transport Sec-
tor Review meetings. These directions reflect to a considerable extent
the perceived needs for guidance in formulating and implementing the
broad-based sector lending operations. In response to these. needs, a
number of related INUTD research initiatives progressed during Y89, and
a series of pertinent documents were issued. They basically address
following themes:

* pricing and finance,
* enterprise reform,
f infrastructure maintenance,
* environmental concerns, and
* trade and transport.

These documents provide probing assessments of some pervasive issues at
stake in transport sector planning and management in developing coun-
tries. Tn several instances, they include guiding frameworks for correct-
ing common sector shortcomings.

2.19 However, there was slippage in the transport research program as
the demand for operational support exceeded original time allocations of
INUTD staff by 50 percent. The Division provided about 120 staff-weeks
of support. The regional support was appropriately linked to the key
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themes Indicated abov%- but it Ulmited the ability to assi8g a critical
mass of tAme required to conduct and publish projected research. It is
clear that in FY90 support will have to be reduced in order to complete
major pieces of work so that the urgent need for guidance in sector lend.
ing can be more effectively met.

2.20 PrLcin. and Flnance. Whlle there were only a few published
outputs on this topic in FY89, there was substantial proaress i related
research which should lead to key documeats In FY90 and FY91. Recent INK
research has focussed oan concerns regarding demand management, productive
efficiency and cost recovery, as they are reflected ii pricing policies.
A policy paper proposing the appropriate approach in the transport sector
is due in PY91. Also, FY91 will see completion of work financed by the
Research Coamittee on the estimation and introduction of appropriate road
taxes in countries where data are scarce. The research is being carried
out in collaboration vith the Africa Region (SSATP), but will have impli-
cations for user charge studies in other regions as well. The issue of
transport finance logically el1lows on from the pricing strategy. INUSD
joined with D(TIN and LEG in a study of 'Build, Operate and Transfet"
(BO) schemes for the private financing of infrastructure, to be publish-
ed in FY90.

2.21 anteruris Reform. Work proceeded on restructuring of railway
enterprises, particularly looking at the pros and cou-i of various con-
trat-plans, and an administration of ports considering the advantages and
disadvantages of centralized versus decentralized port functions (this
last effort being f-Inanced by INUTD and carried out by LATIE). The Re-
search Committee approved the proposal for research on Labor Redundancy
which will begin in FY90. A review of labor redundancy efforts in trans-
port in developing countries was completed, illustrating the significance
of the issue for the sector and the importance of the forthcoming re-
search.

2.22 Infrastructure Maintenance. The Division's work on highway
maintenance centered on completion of the Highway Design and Maintenance
model's PC version, the subcontracting of the distribution of the model
to McTrans of the University of Florida and the training of staff in the
regional offices and non-Bank professionals. The regions extended the
dissemination of the Road Deterioration Policy Paper with seminars in
Asia, Africa and Latin America, supported by PPR. Further research is
being conducted on Road Information Systems with a modular format rele-
vant to data poor and data rich countries. Vork on maintenance issues
was extended to ports with the publication of the initial country reviews
on port equipment maintenance leading to detailed technical guidelines in
FY90.

2.23 Entironmental Concerns. Two sig2ificant outputs were published
in FY89 relating to environmental issues. The first is a set of guideli-
nes for the environmental review of investments in ports vnd harbors.
The second is an analysis of standards for road and rail transport. The
latter will lead to a set of guidelines for road and rail infrastructure
construction in FY90 and to an issues paper on transport-related air
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pollution. In response to questions from the Board relating to dredging
in port projects, IN VTD is preparing -- with funding from ENV-- a document
on the state of the art for the disposal of contaminated dredge spoils,
to bo issued in PY90.

2.24 Trade sad Transvort. Several research initiatives continued in
FY89 trying to better estimate the importance of transport to the compa-
rative trade advantages of developing countries and what could be done to
improve related distribution networks. A report entitled Transport and
Invisible Trade explores the relative weight of transport in the IMP
Balance of Payment statistics and the differing trends between indus-
trialized and developing countries. This research clearly shows the
relative inability of most developing countries to obtain the benefits of
lower shipping rates A follow on piece of research looks at the impact
of shipping regulations on trade liberalization through an analysis of
the deregulation experience of Chile. INUTD related efforts in trade
logistics and facilitation progressed with a number of market analyses
which assess changing shipper practices and the causes and effects of
rostructuring in the international transport industries, especially ocean
shipping. Another major task addressed the rapid progression of electro-
nic ,Atworking and the consequences for trade and transport managemet.
The corresponding reports will be available in early FY90. Setting the
necessary frameworks for related economic and sector work, as wesl as
sector support operations, a document under the title 'Seatrade, Logis-
tics, and Transport' was completed, to be published as Pit Policy and
Research Paper in early FY90. In order address the urgent need for guid-
ance in the regional offices as regards the adequacy of trade logistics
management in borrowing countries, a pilot study was carried o-at in India
to demonstrate effective procedural arrangements. A corresponding report
entitled 'India-The Growing Conflict between Trade and Transport' will be
published as PPR working paper in November 1989.

.P Trainins

2 25 Training related to transport development and management was
organized by several Bank work units. Most of the training provided had
strong links to identified issues and needs. INUTD sponsored a total of
26 afternoon workshops for Bank staff during which experienced sector
managers, mostly from outside, addressed a variety of aspects related to
enterprise reform, the environment, transport pricing, and technical as
well as orgauizational change in the transport industry. Furthermore, the
Division arranged for two-day seminars that dealt with toll roads and
trade logistics management. These workshops and seminars were well at-
tended and provided a welcome opportunity for Bank staff to improve un-
derstanding of current sector issues, and of the experience gained else-
where in arranging for performance improvements. Finally, and following
an already established tradition, INUTD organized a one-week seminar for
Bank staff to become more familiar with modern port management practices.
The seminar was hosted by the Port of Hamburg.
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2.26 in the regional offices the Infrastructure Divisions of the
Technical Departments took several initiatives and arranged for training
of Bank staff, as well as sector personnel in the field. Especially acti-
ve were the divisions in the Africa and LAC Technical Departments (TDs).
Field seminars were held in the areas of road maintenance management and
the organization of ocean shipping. Several visits to interesting trans-
port facilities in the 'U.S.A. were also arranged.

2.27 EDI was particularly active in Chino during FY89, where seminars
on lntermodal transport organization and transport policy formulation
were held. Training in Africa took the form of road maintenance manage-
ment workshops of several days duration. A special workshop on Asian
Transport Policy was jointly organized with the ADS and held in Manila in
January 1989.

2.28 The question which finally emerges is 'how can the increasingly
pressing need for expertise in formulating and instituting system reforms
under the now-style transport sector lending operations be met?' The
Sank's sector staff includes many fine professionals who require, how-
ever, by own admission more familiarity with ongoing trends in transport
organization and management. There is a8so the need to learn from the
experience with pursuing different avenues to improve the responsiveness
of transport services to changing demand patterns, and to arrauge for
better performance -- technical and financial-- of national transport
systems. The Bank's sector research program is addressing these issues
but there is the fundamental requirement to organize staff training in a
complementary manner. This will be a challenge for FY90. The regional TDs
should take the lead role, with support from *hu's Transport Divlsion.

II: ThR&hIENT Of SELOcTED TRANSPORT SECSOR ISSCES

3 01 The changing orientation from modal to broader sectoral and
multimodal lending represents the culmination of a trend which began when
the Bang reorganized the subsectoral regional highways and ports and
railways divisions into transport divisions and subsequently into Infra-
structure Divisions. As the coammlnatcy of issues across the transport
modes becomes more evident, lending nas taken a broader focus and it is
now more appropriate to discuss Una effectiveness in the sector by look-
ing at generic issues rather than just the individual modes. Needless to
say, the particularly technical considerations relating to individual
modes should not be ignored but rather brought into a better balance with
the sectoral perspective and the Bank's desire for significant progress
on institutional and policy reforms. Indeed, certain issues may only
relate to a single mode. The follo*ing review thus breaks with the tra-
ditional modal perspective and is organized by issues, based on the dis-
cussion in the Sector Strategy Paper issued in FY89.
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A. TansporE PKICin aSd Piscal Manageent.

3.02 Last year's Transport Sector Review and the discussions with
the regions identified pricing and financing of transport infrastructure
and related services as a crucial ares for more effective Bank policy,
technical guidance and country dialogue. The PY89 portfolio of lending
and sector work represente a considerably heightened interest in coming
to grips with tho issue and provides an array of varying objectives and
approaches being applied.

3.03 More than half of the FY89 transport projects deal with the need
to improve the performance of transport parastatals or private enterpri-
ses. It is interesting to note that the pricing focus in most of these
projects is on restructuring of existing tariffs with overall revenue
levels being relatively satisfactory. In the case of gmlE, the Bolivian
Railways (Export Corridors Project), while present financial ratios are
healthy, there is a concern about future zoad competition and the exces-
sive charging of long distance versus short distance traffic. Zaire's
ONATRA (responsible for rail, river and port services) and SNCZ (rail-
ways) require tariff restructuring (Transport Rehabilitation I). In the
latter case, mineral products have been carried at tariffs substantially
above costs, while agricultural goods have been carried below costs.
Similarly, Ethiopia's Maritime Transportation Authority (MTA) and Mariti-
me and Transit Services Corporation (MTSC) appear to be financially
strong despite unchanged tariffs for the past ten years. Structural
changes, however, are considered necessary in order to promote efficiency
(Transport Project). Better cost-based port tariff systems are also call-
ed for in Uruguay (Transport I) and in Algeria (Third Ports Project).
Even under the Chile-Urban Roads and Transport Project, the overall fi-
nancial situation is considered viable, including the Metro, but improved
tariff structures such as integrated Metro-bus tariffs are called for.
Only in the case of Yugoslavia-Railways VII does the overall financial
performance seem so dire that the focus of conditionality is on across-
the-board tariff increases. Encouraging is that most of the studies,
required to establish tariff restructuring, have been completed, except
in China and Uganda, so that the projects' focus can be on implementa-
tion.

3.04 The rationalization of subsidies is also being addressed in the
enterprise-related projects with the most significant initiative being
undertaken in Hungary (Transport II). While road freight services are
generally self-financing, urban and suburban passenger fares are heavily

* subsidized. The project calls for a 50 percent reduction in the level of
passenger subsidies by 1993 which would reportedly bring fares to the
equivalent of 'full marginal costs'. This has been complemented with
the authorization of private mini-bus and tazi services, the competitive
tendering for non-remunerative routes and a study to better direct subsi-
dies to target groups. In other projects, the subsidy issue bas been'
handled by seeking transparency and compensation, as in the case of the
Yugoslavia-Railways VII and Zaire-Transport Rehabilitation I projects,
both requiring government compensation for non-remunerative services.
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3405 Most of the enterprises will continue under regulatory control
but there are a few instances where attempts are being made to liberalize
tatiff controls. The Zaire project is seeking the handing over of tariff
decisions to ONATRA and SNCZ, and the Algeria port enterprises are ex-
pected to work toward a decentralized tariff regime and to take on finan-
cial responsibility for infrastructure investment as mell as operations.
The most dramatic reform measure is tho deregulation of tariffs for Chad.
ian trucking with a two step approach beginning with a tariff floor and
ceiling for trucking services, leading to a full deregulation within one
year (Transport SBCP4).

3.06 All of these efforts represent a positive respOese to the need
to improve the institutional performance of transport enterprises. Given
the experience under past Bank projects, there are concerns as to whether
the objectives may appear over-optimistic and future annmal reports
should monitor these projects. Another concern relates to the emphasis
on cost-based pricing. Each project provides a varying definition of the
target with most focussing on traditional financial ratios and different
rates of return on assets. One project (Bolivia-Export Corridors) defi-
nes long run variable costs as a target. In all cases, the objective is
to set tariffs equivalent to the costs related to carrying the specified
traffic. While such a policy is an appropriate starting point for ratio-
nalizing tariffs, financial self-sufficiency, towards which these pro-
jects aspire, may require some form of discriminatory pricing. Guidance
will be needed to better organize commercial policy and to ascertain
price and service elasticities of demand as a basis for possible discri-
minatory pricing.

3.07 The treatmient of cost recovery in the case of 'no-enterprise'
transport infrastructure, for which indirect user fees as opposed to
direct charges are applied, reveals many similarities to the observations
made above but also illustrates major areas where analytical procedures
and definitions need clarification. Roads are the primary focus of these
analyses and references to cost recovery are made in each project in
varying levels of detail. Generally, the reports conclude that user fees
through road-related taxation more than cover existing and required ex-
penditures. Fuel taxes are the main source but fuel prices are only
provided in five of the SARs. As with transport enterprises, the conclu-
sion is that the structure of road user fees is inappropriate such that
heavy commercial vehicles do not pay the proportion of road costs attri-
butable to their use. Again the definition of 'attributable' is not
apparent in every case The Guatemala-Secondary and Regional Road Reha-
bilitation Project provides details such that short term costs are equi-
valent to routine and periodic maintenance, less 35-45 percent for
weather-related deterioration, and long-term costs Incorporate rehabili-
tation costs. Trucks pay short-term instead of long-tern costs. In
Hungary, trucks paid 15-20 percent of attributable costs prior to a re-
cent increase of diesel taxes. Most of the projects call for further
study (Hungary, Uruguay, India, Guatemala and Gabon) while the Korea-Road
Improvement SAR makes reference to the recommAndations of a prevlous
study being under review by Government. The Thailand-Migbffy Sector II
SAR refers to a five year phase in plan for taxing heavy vehicles. There
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appears to be a hesitation on the Bank's part to include these considera-
tions in loan conditionality. contrary to the approach being taken with
regard to traunsport enterprises.

3.08 There is clearly a need for guidance on standard paramters,
analytical procedures and appropriate targets to be applied in road user
charge studies which would strengthen the dialogue on this issue and
hopefully would save consultant costs in the endless number of studies
being undertaken with little tangible results. Target cost coverage has
been limited to some portion of maintenance costs and the financing issue
which would result has not been addressed. Calculations of congestion
costs are notably absent. It is also not clear how interurban costs and
revenues are separated from urban. It would be more useful to look at
road user charges from both the urban and interurban perspective before
declaring that charges are sufficient. A partial prescription may lead
to conflicts between urban project objectives and interurban projects.

3.09 While user fees are considered adequate in the aggregate, most
countries do not allocate funds to transport, and alternative user charge
Instruments and earmarking are prescribed. The Provincial Transport
projects in China, as an exception, follow a balanced budget approach
with an earmarked charge on public truck revenues and on own account
trucks. In the context of the Road Improvemeat Project, a draft law was
prepared establishing a special account for highways to cover 60 percent
of highway needs. Tax receipts, loan funds and bond revenues will be
deposited in the account. Lastly, the Chad-SECAL SAR calls. for the es-
tablishment of a road fund with earmarked fuel taxes as the main source.
The project also supports improvements in the collection of fuel taxes as
a msans of increasing revenues with the understanding that further in-
creases in the tax itself will not be effective and will promote further
smuggling from border countries. Fuel prices are already at $3.50 and
$3.25 per gallon for regular gasoline and diesel, respectively. Tolls
are discussed to some extent in the SARs for the Thailand-Eighway Sector
I1 and in the China-Shandong Provincial Highway projects.. In Thailand,
the attempt to build private toll roads has been difficult due to exces-
sive risk protection requirements by the private sector. In Shandong, if
tolls are to be applied, it is agreed that the toll level should not
exceed 30 percent of the savings in vehicle operating costs in order to
minimize uneconomic traffic diversion. The Bolivia-Export Corridors SAR
suggests that the Government consider lifting tolls on national highways
and consider raising fuel taxes because of the serious evision and leak-
age and the high user cost in terms of waiting times at toll booths (es-
timated to be twice the amount collected from tolls). At the Bank spon-
sored symposium on Earmarking and Toll Roads in FY89, a number of papers
were presented illustrating the successes and failures of such schemes,
and related advantages and disadvantages. It is not apparent, however,
that such lessons have been taken into consideration in the present pro-
ject cohort.

3.10 On. of the broader initiatives in infrastructure cost recovery
was the Tanzania-Transport Sector Review which looked at improving the
financial performance and cost recovery and increasing revenue mobiliza-
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tion to ensure adequate resources could be allocated to support road
maintenace and rehabilitation. The review developed an analytical fra-
mework for examining sector expenditure patterns, identified the main
causes of weak performance, recomnended solutions to correct inefficient
revenue administration and poor controls over expenditures, and developed
a financing plan to ensure that roads are maintained in the longer term.
The Africa Region is extending this analysis to other countries. More-
over, PPR has initiated a series of back8round papers and research lead-
Ing to a policy paper on the pricing issue, especially as it relates to
the institutional performance of agencies responsible for transport in-
frastructure.

B. Camiercial sad Operational Uauaeinnt of Trasmort Nutert risse.

3.11 The FY89 portfolio applied a wide range of reform instruments in
an attempt to redress the historically poor performance of the institu-
tional aspects of transport lending. From 'contrat-plans' over decen-
tralization and privatization to simply eliminating non-remunerative
services and facilities, Bank efforts have taken a more aggressive stance
on enterprise inefficiency, based on the presumption that an enhanced
commercial outlook by transport operators is a key factor in establishing
accountability and thus improving production efficiency. Contractual
agreements between governments and parastatal agencies were applied in
the Zaire and Bolivia projects. In Zaire, a condition of effectiveness
vas the issuance of a 'Contrat-Programme' for OVATRA and SNCZ which would
cover a period of three years and define financial and operational per-
formance measures, staffing policies, marketing and investment objectives
on the part of the parastatals and debt restructuring, compensation for
unprofitable services, and tariff policies on the part of the Government.
More detailed action plans and corporate plans further delineate how to
meet the stated objectives. Decentralization of ONATRA's services to
better delineate cost and profit centers and the divestiture of unprofit-
able services is also called for. Similarly, the Bolivia project calls
for a performace agreement between the Government and the railway (ENFE)
as a condition of first disbursement covering the obligations of each
over a period of two years and providing for commercial autonomy and
responsibility by the parastatal.

3.12 A number of Bank projects are attempting to stimulate private
competition as a means of pressuring parastatals to improve efficiency.
In Ethiopia, lending to competing private truckers will be provided in
parallel with the state trucking company, EFTC. In Hungary, action is
being taken to recognize private operators in urban transport. And in
Zaire, ONATRA will open the port of Kinshasa to private operators. Going
one step further is the Chad-SECAL which has proceeded to eliminate the
state trucking monopoly of CTT with its liquidation as a condition of
first tranche release.
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3.13 Labor redundancy arises as a major issue in a number of the
projects. The Uganda-Railways I SAR includes actions to remove redundant
workers, restrict recruitment and abolish non-essential positions. Yugo-
slavia railways agreed to reduce staff by two percent annually over the
next four years (as well as close 168 freight services and stations).
The Zaire project calls for ONATRA to reduce staff by 2,000 (of a total
of 18,300) as a condition for disbursement of US$1.5 million IDA funds
into a retirement account. A similar condition is included in the case
of SRCZ Other measures are designed to improve incentives to existing
staff and enhance technical capabilities. This project raised an issue
for the Bank on whether or not loan funds can be used to finance labor
payoffs in redundancy schemes. While no direct cash payment is allowed,
the BSank apparently vill permit payment in terms of giving productive
assets to the employees. Bank guidelines and policy are required on this
issue which is a key elemnt in many transport projects.

3.14 Due to the political sensitivity of the enterprise reform issue
in many countries, actions are often taken outside of any specific lend-
ing. This occurred recently in the case of Uruguay, where the Government
and the railways entered into a performance-contract calling for a major
reorganization and downsizing of the railway. In the first year passen-
ger and parcel services were eliminated and over 4,000 staff were declar.
ed redundant (of a total of 9,100). No one was fired but redundant staff
were offered jobs in other agencies with over half ending with higher
salaries than on the railways. The railway is now directing its attention
to handling freight on a comiercial basis with deregulated tariffs, a
reduced network, a new corporate organization and revised work rules for
labor. Bank financed studies and sector work as well as the EDI sponsored
High Level Policy Seminar in Puitta del Este played a role in this effort.
A case study report is currently under preparation. Similarly, in Mexi-
co, following recent Bank sector work activities, and project preparation
work, a vast deregulation of Mexican trucking has been launched without
any relation to a specific project. Both examples point to the importan-
ce of Bank policy dialogue, independent from specific project activities.

3.15 Considering the extent of such reforms and the projection of
more to come, it is Important to monitor the results and to improve the
understanding of the dynamics of transition phases in these reforms In
the Chile-Urban Streets and Transport SAR, one annex describes the expe-
rience of bus deregulation in Santiago. While finding the results of
deregulation to be positive overall in that service expanded dramatical-
ly, issues are raised concerning the anti-competitive practices of car-
tels which do not permit varying fares on a route and the level of con-
gestion which has arisen as a result of inadequate urban road pricing.
The Urban Transport Enterprises Study for Morocco analyzes the impact of
allowing private urban transport operators to compete with municipal
operators. Again, a generally positive conclusion is reached with some
regulatory fine-tuning required. In this respect, attention is directed
at the impact on low income passengers and whether the municipal compa-
nies, the private companies or some mixture should provide 'social' ser-
vices* The recoumendations vary by city, based on the success or failure
of the corresponding municipal transport companies. These lessons will be



- 28 -

important for designing reforms in other countries and the experience
should help persuade reluctant officials.

C. Management and MaIStenance of Hiahwavs

3.16 The mg9 cohort of highway projects displays a considerable
flezibility in project desigp to meet the specific road transport requi-
renents of borrowers, within the policy framework articulated by the Bank
Policy Study on Road Deterioration in Developing Countries, which was
published in 1988. In an increasing number of operations, particularly
in the LAC region, the project scope encompasses the entire road system.
The key project objective is to improve the condition and serviceability
of the road network in terms of well-defined and quantifiable targets,
beycond the physical outputs of the maintenance programs. The Bolivia-
Export Corridors Project exemplifies this approach. The primary objective
of the project Is to improve the trade corridors of this land-locked
country but the project equally aims at system-wide road maintensace
improvements. The Guatemala and Uruguay projects are the only operations
in the PY89 portfolio that seriously address the institutional and opera-
tional problems of rural roads maintenance. The preoccupation with pre-
serving and improving the main road networks has tended to deflect the
Bank's attention from the issues of rural transport and provision of
basic road access to rural areas.

3.17 Last year's operations point to a distinct regional differentia-
tion in the scope and content of highway projects. The primary emphasis
in Asia is on capacity enhancement of main road networks and improvements
in institutional efficiency and road safety. In China and India, for
esample, the main project focus is on modernization of the road systems
at the provincial or state levels and introduction of more efficient road
technologies and management systems. These projects serve as the founda-
tion blocks on which to build a modern road organization. The proposed
study for the organizational review of Maharashtra's Public Works Depart-
ment in the India-State Roads I Project should be carefully monitored, as
the findings and recommendations of this study could have far-reaching
implications and lessons for district road administrations in South Asian
countries as well as other countries with multi-tier road administrati-
one. The projects in Korea and Thailand respond mainly to the investment
needs of sophisticated highway borrowers with a long operational rela-
tionship with the Bank. The highway organizations in these countries are
technically capable, well-managed, and efficiently run. They require Bank
institutional assistance mostly to adapt new technologies (e.g. mainte-
nance/pavement management) to their specific circumstances or to incorpo-
rate emerging concerns like safety and environment in their planning and
operational work.

3.18 In LAC and Africa regions, on the other hand, the primary con-
cern of Bank highway lending is with road rehabilitation and maintenance
with a strong emphasis on establishing appropriate management structure.,
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and systems. Much of the main road system is in place in these regions,
with reasonable capacity to meet road transport demand well into the
1990's. The LAC seminars on road maintenance and related highway manage-
ment workshops, targeted at decision-makers and senior highway officials
in regional countries, have helped to foster a maintenance culture in the
highway sector in these countries and the recent Bank projects in LAC
reflect the heightened concern with preserving past road investments and
efficient management of limited road maintenance resources. Similarly, in
the Africa region, the Road Maintenance Initiative (mR), under SSATP,
has opened a new chapter in the Bank dialogue on road maintenance with
its sub-Saharan borrowers. In the recent series of road maintenance
policy seminars, supported by ECA and bilateral donors, an attempt was
made to establish a closer identity of views on road maintenance issues
between the ministries of planning and finance and the highway agencies.
These seminars were successful but substantial strengthening of the Bank
pipeline of road maintenance projects is required if MIU is to have a
more lasting impact. The two FY89 road maintenance initiatives under the
Chad and Gabon projects constitute too weak a response to the road main-
tenance challenge in sub-Saharan Africa. EMENA had only one project with
substantial highway focus during FY89 (Hungary-Transport I:), hence, it
is difficult to assess the emerging trends in highway lending in this
region.

3 19 There are two important developments emrging from the FY89
cohort of highway operations; they provide new directions and challenges
for the design of future lank-supported highway projects. Firstly, road
safety has emerged as a major concei t in almost all FY89 highway opera-
tions in the Asia region. The most significant effort is reflected in
the Korea project where the Government has declared reduction in road
accidents as a priority objective. In China and India, safety elements
have been incorporated in road design and operations. For road safety
measures to succeed, it is necessary to incorporate safety elements in
all aspects of Bank highway operations, starting from safety-conscious
road design to safety-oriented operation and maintenance of the highway
system.

3.20 Secondly, there are the aspects of management systems. Nearly
all highway operations in the FY89 portfolio included the introduction or
strengthening of management systems to support the operation and mainte-
nance of the highway network. Monitoring and assessment of road condi-
tions is becoming an essential element of highway maintenance components,
while provision of road maintenance equipment is conditioned to the ope-
ration of an equipment management system. The main objective of these
management systems is to foster a greater sense of accountability in the
highway agencies and to make cost-effective use of increasingly-cons-
trained financial resources. As indicated in the Chile-Urban Streets and
Transport Project SAR, a more consistent approach to the evaluation of
urban transport infrastructure improvement programs is needed as well as
the proper adaptation of various road management systems to the urban
environment.
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D. fr@roamental Concerni.

3.21 2 rowing public awareness and international concern about the
envairoamental impacts of development projects has also sparked much deba-
te within the Bank on how potentially adverse effects of projects on the
enviraoment in which they are positioned could be minimized. While there
hae been a requirement since the early 1980s to stipulate the expected
environmental consequences of Bank financed projects in the respective
SAR9, the references tended to be cursory and often lacked substance.
More recently, however, sand particularly after the reorganization, the
Bank has taken energetic steps to ensure appropriate assessments of the
expected environmental effects of lending operations. ENV and SN have
taken the lead in preparing guidelines for environmental impact assess-
ments. Tbe research write up in Chapter 1I describes the transport sector
related guidelines which were prepared during FY89.

3.22 The Maritime Sector Assessment (MSA), wbich was prepared by
INUTD in PY89 as a contribution to the proposed Environmental Program for
the Mediterranean. established a framework for dealing with environmental
Impact assessments under regional port projects. MSA also set an agenda
for possible projects to improve the marine environment in this regional
sea. The design of the Third Ports Project in Algeria, which includes
effective environmental protection measures, demonstrates the usefulness
of such broad regional guidelines. Reference is also made to environmen-
tal considerations under highway projects which were appraised during the
fiscal year. A serious effort has been made in a number of these lending
operations (e.g. in Guatemala, Thailand, Chile) to involve the govern-
ments' environmental agencies in the assessment and monitoring of highway
projects.

3.23 Overall, however, the observation has to be made that most of
the projects appraised during FY89 have only limited reference to envi-
ronmental concerns. This is an issue which requires special attention. It
will be particularly the Environmental Divisions in the regional TDs who
should scrutinize proposed transport lending operations with regard to
appropriate treatment of environmental issues early on in the project
preparation cycle.

E. Trade Logistics Manaewment

3.24 Effective links between industry, trade and transport have beco-
me increasingly important criteria in the organization and managemunt of
production processes, import and export flows, and sales arrangements.
Inventory reduction is generally considered to represent a major poten-
tial for reducing the costs of traded commodities. Consequently, there is
a forceful drive within international trading circles to minimize stocks
required for production or sales. This trend has led to 'Just-in-time'
delivery requirements. The providers of trade related transport services
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worldwide have made swift moves to meet the changing shipper requirements
more efficiently. In the wake of these developments, fundamental restruc-
turing In transport networks continues to take place. Unprecedented ad-
vances in transport, cargo packaging and handling, as well as communica-
tion t cbnologies have served to facilitate the reorganization of trade
logistics systems.

3.25 Changing shipper practices and restructuring of service networks
have far-reaching implications for developing countries. Foreign trade
partners require local transport arrangements which are responsive to
their new distribution logistics arrangements. Transport operators, in
turn, are dependent on efficient infrastructure to meet the shippers'
changing requirements effectively. In most developing countries, these
conditions are not met. Deficient infrastructure, outmoded regulations
and heavy-handed involvement by the public administration -especially
customs- tend to undermine the competitive position of these countries,
cosmdities in world markets. Thus there is a real danger that economic
development may be impeded by reduced trade performance. In most borrow-
ing countries major reforms of the regulatory, institutional and manage-
rial frameworks are called for in order to contain trade deterioration
due to inefficient local logistics networks.

3.26 Several sector work tasks which were carried out during FY89
demonstrate growing awareness among Bank staff of the danger that lies in
inefficient transport systems in developing countries as regards trad.
performance and competitiveness. The Corridor Studies in Africa and Mexi-
co address this issue. The market analyses carried out in India, Indone-
sLa and Zaire had the objective to determine the effects of poor logis-
tics networks and cumbersome transport service arrangements on trade
performance. The sector work in Hungary, Pakistan and Poland dealt with
the same issues in the context of assessing transport sector adjustment
needs. Two of the FY89 lending operations (Bolivia-Export Corridors,
Ethiopia-Transport) tackle required improvements to local transport sys-
tems in support of trade development objectives.

3.27 The necessary reform and system adjustment processes entail
broad market analyses and require substantial understanding of the under-
lying forces which cause the constant changes in shipper practices and in
the structure and organization of the transport industries that serve the
trade markets. Considerable experience in going about such efforts is
therefore required. As is the case elsewhere, the Bank's ability to ad-
dress these issues effectively is still limited. In response to this
need, INMTD and other PPR units have put major emphasis in their work
programs on analyzing related market developments and on drawing up ope-
rational guidelines. The outcome of much of this work will be diss-minat-
ed during PY90. The Trade Logistics Workshop of March served to promote
professional dialogue among Bank staff on issues related to the interde-
pendence of trade and transport. Frequent follow-up along these lines
should be considered.
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7. TnlOI s5CTOR UMV63NG Ts 11lilm VIT! EIGfA-YS

4.01 The concept of sector lending, a progression from project speci-
fic leading, was Introduced in the mid 19709, with the objective to
broaden the Bank's developmental tmpact, to provide borrowers with more
flexibility enabling larger cosmitments and faster disbursements, and
increasing Bank staff productivity. Sector lending was considered for
countries with satisfactory sector investment program, institutions with
proven implementation capabilities and where agreements on required re-
forms to improve policies and administration had been reached. Policy
reforms becam one of the justifications for such lending. Loans were
still disbursed for subprojects which met agreed criteria and which could
be identified after loan approval during Bank reviews of investment pro-
grams and its assistance to borrowers in their preparation. Sector ad-
justment lending, the latest instrument introduced in FY89 (Chad-Trans-
port SECAL), supports more comprehensive policy and institutional re-
forms. Agencies involved tend to be at a higher policy level than the
traditional sector institutions. In transport, the sector lending ap-
proach was not new. Sector-wide coverage was often pursued under railway
and road maintenance projects, and many transport projects included cove-
nanted policy objectives. Thus transport projects often had sector loan
characteristics. Adjustment lending as such is only beginning as related
objectives were pursued under broader operations, such as structural
adjustment, and public enterprise reform loans or credits.

A. The Exoerience Record

4.02 This review draws essentially on the experience with highway
subsector loans. Such lending was used early on in the transport sector.
With the experience gained, CPS 10.03 of March 1982 indicated that high-
way subsector lending should be the preferred mode of operations whenever
country conditions were appropriate. Conditions were added to the provi-
sions under OMS 1.19 of November 1978 to provide that highway subsector
loans should ensure:

* agreement on adequate levels of maintenance expendi-
tures;

* investment and maintenance programs spanning no less
than four years;

* agreed physical targets and annual expenditures for
expansion, rehabilitation and maintenance of differ-
ent classes of roads;

* a feasible financing plan;
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* effective srrangments for monitoring of program
implementation, with the nature and timing of con-
sultations agreed during negotiations;

* the adequacy of policies on road user charges, fuel
pricing, vehicle weight limitations, safety regula-
tions, efficiency of road transport services, and of
staffing and training programs.

4.03 The question has been askeds 'how successful hate these sector
type operations been in reaching their objectives?" The answer cannot be
conclusive, not the least because the achievement of policy objectives
was difficult to monitor. OED found little evidence in its 1987 annual
review, that these lending operations improved efficiency of project
execution, or strengthened sector management, or enhanced the policy
dialogue. The conclusion was that more Bank staff time was needed for
sector lending and that better ways had to be found to monitor and super.
vise the projects and to prevent quick disbursements from undermining the
policy dialogWe. The PY88 Transport Sector Review further queried the
criteria qualifying for sector loans and Aether enough attention was
given to technical, financial and institutional matters during implemen-
tation.

4.04 Case reviews of highway subsector loans are presented in the
Annex. Such lending generally developed in countries that had already
benefitted from several highway projects --more than ten in some instan-
ces. In many instances, however, these borrowers had not fulfilled objec-
tives other than the building of specific roads. The Bank's policy study
'Road Deterioration in Developing Countries' shows, for instance, that
despite substantial efforts much remains to be done to improve road net.
work maintenance. It was expected that sector lending would break new
ground and thus, it often proceeded with some of the above mentioned
conditions not met.

4.05 Nevertheless, the overall assessment of highway subsector lend-
ing is positive. In some instances this enabled or even caused the ex-
pected advantages to materialize, albeit with delays (e.g. Cote d'Ivoire,
Colombia). In other cases it proved premature, even in a few countries
where most preconditions appeared to be fulfilled. Under such circumstan-
ces implementation record has not been satisfactory. Sector lending did
not proceed in some other countries where Bank management adhered more
closely to the preconditions and continued the more traditional project
approach, without a system-wide dialogue. OED, despite concerns on sec-
tor lending expressed in its FY87 annual report, concluded recently after
auditing three road projects in Cameroon that 'the current performance of
the transport sector is due to the government's lack of commitment to
genuine change and to the lack of a coherent program ... Continued as-
sistance on a project-by-project, subsector-by-subsector basis would be
counterproductive...'. The following sections discuss the extent to
which broad sector lending objectives were met.
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4.06 Biladefed DevelouMLn -mDCmt. Sector lending has provided the
opportunity to broaden the Bank's development impact. Standard project
loans offered less scope for a sustained dialogue on important system.
wide matters. They focused on a few specific investments that were re-
viewed In great detail from various technical perspectives, so that these
projects weore as good as they possibly could be. This focus gave the
Bank its traditional trademark of excellence. While project loans in
some countries were successful in achieving major institutional objecti.
ves, the general obeervation is that sector lending represents a clearer
intention on the part of the Bank to tackle the transpozt system as a
whole. It has helped to clarify the Bank's role beyond just financing
'good' projects. The impact of a broader project coverage on investments
and policies, programs and implementation, and institutions, is discussed
below.

4* 07 InvestIent Proarains and EvaluatLiS. Sector loans, by Includ-
ing investment programs, both improve investment choices and help to
build up local institutions. Sector loans require discussion of, and
agreement up-front on technical standards, evaluation methodologies and
procedures applicable to investments over a program period, and allow a
continuous dialogue on their application and required revisions. Many
loans require application of agreed criteria not only to specific sub-
projects they may finance but to all sub-projects in the investment pro.
gram, as a basis for selectlg standards and priorities. An increasing
numbor of operations include the expenditure program, rather then the
investment program, seeking to improve road maintenance allocations as
well. While more projects are .nalyzed in the early stages of sector
lending, overall economic evaluations seem to be weaker than those for
Bank-financed projects. The set of alternatives analyzed may be smaller.
Adopted stand"rds may be less than optimal, and if so, normally biased
towards premature capacity additions. But the cost-benefit analyses based
on agreed criteria limit the extent of excessive capacitj that can be
justified, and resource availability usually limits what can be financed.
Project choices were generally correct. While top priority projects are
not always undertaken first, overall, investment programs seem to have
improved over time. In countries with more resources available, programs
occasionally included doubtful and high cost 'politically motivated'
projects. Bank staff focused on the controversial projects and the dia-
logue has frequently resulted in their postponement. Whereas project
loans normally focussed on the 'white elephants' when rationalizing the
non-Bank financed investment program, sector lending facilitated the
discussion of marginal projects that have significant cumulative impact,
and that can be improved by,-for instance, reducing the number of lanes
or adopting stage-construction.

4.08 Not surprisingly, sector loans are more effective the higher the
Bank's leverage. Sector loans, normally between US$ 30 million and USS
200 million, financed between six percent and 20 percent of the highway
programs. They have not been able to rationalize investment programs
that have broadly available funding. In such cases, the relatively small
Bank contribution generally had little leverage. At the other extrem, in
the poorer countries particularly in Africa, where the Bank and cofinan-
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clers covered up to 95 percent of the costs of agreod expenditure pro-
grams. including maintenance, the program was scaled down to match avail-
able resources, and each project in the program has been selected on the
basis of detailed studies.

4.09 Some aspects of expenditure reviews remain to be improved, not
only in the transport sector but also in the context of public expendi-
ture reviews and structural adjustment loans. They include:

* extra-budgetary financing which is often found by
governments for some of the less economic projects
that are not covered by the investment program or
its reviews;

* decentralized expenditure programs, an important
share of the sector program in some countries, which
are often not reviewed or not even available;

• phyiical work programs which are seldom prepared as
would be needed to establish consistency among im-
plementation options, the investment program and
annual budgets; likewise, multi-annual budgeting to
ensure continuity in financing of ongoing works is
rarely the practice.

* adequate expenditure levels in the sector which
remain to be defined.

4.10 While the program concept clearly broadened the Bank's develop-
ment impact, it is unclear whether the annual expenditure reviews were
carried out effectively, due to Bank staff time constraints. Also, it is
questionable whether the reviews prompted the desired response by govern-
ments. The problem is especially serious with Bank staff changes. In
large countries with extensive programs, the knowledge and understanding
of a program by Bank staff frequently requires several years of accumu-
lated experience, which is difficult to standardize and to store in the
Bank's institutional memory.

4.11 Imaleusntint Sector Loans. Sector loans may finance only a few
projects of the program, but also, as in the case of Latin American
countries, they may finance more than a 100 small projects procured under
local competitive bidding. Bank-financed projects seem to have a better
implementation record than the rest. Their range of expected economic
rates of return is similar to that of standard Bank projects; ex-post
rates tend to be similar to the originally calculated rates. Cost varia-
tion occur frequently, but are not worse than under standard projects.
Project implementation periods tend to be similar for projects and sector
loans, in the four to seven years-range. Bank staff still inspect some
works in detail, as under standard projects, and work quality seems to be
of similar standards. Thus, the fear that sector lending would result in
a substantial decline .in quality is iargely unwarranted.
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4.12 Works not financed by the Bank tend to have higher CostS and
longer implmentation periods than foreseen, mostly because of poorer
project preparation and financing shortages, resulting in expensive work
stoppages. The quality of works may be poorer; more domestic and less
experienced contractors are generally involved, and less adequate super-
vision may be another cause. It is difficult, however, to infer that
this is better or worse than without sector lending. Procurement practi-
ces and contract coverage constitute main causes for high unit costs and
ineligibility for Bank financing in many countries. An adequate procure-
ment system is a precondition to proceed with sector lending that is
often not fulfilled; still, only procurement for Bank fianmced works has
to be acceptable to the Bank.

4.13 Seetor Policies. Perhaps the nature of the instrument is less
important than the increased emphasis on policies pursued by the Bank.
But policies concerning aspects other than investments are also discussed
more effectively during preparation and implementation of sector loans
than project loans. The dialogue for sector loans has raised the aware-
ness of the importance of policy improvements, even if the improvements
remained elusive. More people realize that benefits can be obtained
through policy reforms, even without public expenditures. Bowever, the
dialogue has probably not been as effective as it could be.

4.14 Uhder highway subsector lending the Bsak has for the most part
continued to deal with the same agencies as under project lending. Some
of the required reforms transcend the sector and require not only invol-
vement but also commitment by higher level national policy agencies or
other agencies interested in the reforms. For instance, a ministry of
finance may change road user charges, a ministry of trade may be effecti-
ve in pursuing trucking deregulation, reforms that a ministry of trans-
port could or would not carry out. Adjustment lending has broadened the
dialogue to include other appropriate agencies.

4.15 Policy reforms sought through sector lending have tended to lack
focus and clear priorities. In addition to improved investment selection
criteria and increased road maintenance allocations, most highway subsec-
tor loans seek to improve the road user charge system to improve funding
mechanisms for maintenance, to shift works from force accounts to con-
tractors, to improve or privatize government-owned bus and trucking com-
panies, to deregulate the provision of public transport services, to
rationalize the civil service, and to change axle-load regulations. Some
sector loans included action programs listing no less than 70 conditions,
in turn irqlying further actions. The levels of the measures span the
whole spectrum from broad policy objectives, such as adequate road main-
tenance futding, to details of implementation, such as a specific tax
increase at a given date. Governments could then comply with some of the
less difficult, normally less important steps, like engaging consultants.
Action programs are nevertheless a considerable improvement over tradi-
tional covenants seeking policy reforms, that were largely i:nocuous,.
sometimes limited to requesting a study. and sometimes even including
successive studies on the same topic in successive projects, without any
action taken on the previous study conclusions.
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4.16 Transport sector lentding operat'Jns need better coordination to
avoid conditionality "crowding out' in a country. Most of the countries
that bad transport sector loans also had program type loans, at about the
same time Transport sector related reform is rarely a priority in ad-
justmant or program loans; overlapping has occurred almost exclusively in
programs for Sub-Saharan countries where transport related problem had
serious fiscal implications, for instance low fuel taxes or railway defi-
cits. The mcro-economic conditionality, correctly so, tars priority
over other conditionality and cannot but be selective; that coanditioali-
ty lessens government priority attached to other, sector related condi-
tionality. The Bank has on occasion advised a government simltaneously
to reduce recurrent expenditures and to increase road maintenance expen-
ditures -this, of course, does not need to be inconsistent but requires
detailed analyses and discussions with a government. The 'macro team' of
the Bank sometimes considers some desirable sector reforms to be too
sensitive politically (for instance, those involving labor issues or
subsidies) to mention in their discussions, while the sector staff is
still expected to discuss these. Fungibility of funds across sectors is
promoted by different stringency of conditions attached to loans and
different views as to what is needed for conditionality compliance, in
the various sectors. Thus, sector loan funds are not used nor reforms
achieved, however well prepared the related loans are, because of the
convenience of other Bank loans.

4.17 Institution Buildint. In the 19706 the Bank assisted agencies
in becoming self-sufficient, even in establishing maintevance mmaagement
capabilities. In the 1980s the focus was increasingly on management,
policies, programming and on supporting the private sertor to take over
the execution of works and provision of services. Bank interventions
have shifted primarily to an upstream, higher level; the technical dia-
logue does not seem to be weaker, but different. Considering technical
aspects, discussions centered on appropriate road design standards for a
country instead of those for one road project, or on road maintenance
strategies instead of a specific maintenance action often recommended by
consultants. On the economic side, discussions focused on appropriate
methodologies and their rationale, on policies with country-wide impli-
cations, such as regulations or the correct setting of road user charges.
instead of on the cost-benefit analysis of a particular project, usually
prepared by consultants. The objective was to establish sound decision-
making principles as compared with the earlier orientation of perfecting
the investment analysis of a small number of projects.

4.18 Broad adoption of improved processes, standards and strategies
may be slow. Project preparation quality way be lessened initially, as
reliance on consultants decreases, but the longer term institutional
benefits appeared to outweigh these costs and delays. Consultanti can
still be employed for training of ministerial staff, supervision of con-
tractors and other tasks. Policy measures are more supported by offi-
cials who have gone through- the analyses than by officials simply receiv
ing advice.
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4.19 Ltdnas Amoutts and Disbureemets. AS can be expected, the sizeof transpott sector loans has typically exceeded the amounts of precedingproject loans. The difference has been up to three times the amount oftraditional project loans in the same country. In some Latin Americancountries, highway subsector loans for up to US$ 200 million were equiva-lent to between 5 percent and 15 percent of the highway investment pro-gram they supported. In Sub- Sahara African countries, the Bank s sectorloans -smaller, some not more than USS 30 million- have represented morethan 20 percent of the road investment program, with an even larger im-pact as they were usually instrumental in reducing the investment programand in mobilizing cofinancing. In smaller countries, and more recently,sector loans have become multinodal in orientation. One leading operationcovered what usually took three or more projects in the areas of ports,highways. railways, civil aviation and others, this also increased loanamounts and cofinancing.

4.20 Disbursements under sector lending have not been as fast asexpected. Still, annual disbursement averages under sector loans weregenerally higher than under project loans in the same country. Disburse-ment periods tended to be shorter, though in some cases just marginally.Delays in effectiveness and until the first disbursement is made weresimilar under both types of projects. Disbursements have normally been
faster the first year of second of subsequent sector loans in a country,when sector loans can provide retroactive or continued financing forworks started under the previous sector loan. These are the only instan-ces of genuine time slice financing as was foreseen under sector lending.Factors that caused disbursement delays includeds

* Standard procurement rules in most countries are notacceptable for Bank financing. Thus, the Bank can
rarely finance a percentage, say 10 percent, of
every expenditure under the investment program that
Constitutes 'the program' under the sector loan.
Instead, some projects are singled out to follow
Bank procurement rules to be financed at a higher
disbursement rate, say 50 percent but on occasion
not higher than 30 percent, over the full implemen-
tation period. Bank rules and conditions on occa-
sion reduced public work officials interest in re-
sorting to Bank financing.

* Projects financed under a sector loan were often not
identified early on. At negotiations only the pro-
jects to be started during the first year were
agreed. The flexibility allowed for later selection
of future year, Bank-financed projects -- considered
to be a main advantage of sector lending-- seems to
be unnecessary and-actually, to be a disadvantage as
it results in delays. Only after selection, are
Bank procurement procedures initiated.
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* Structural adjustment loans or generally, balance of
payment support. that convey significant amounts in
foreign exchange, and domestic earmarking systems,
can 'crowd-out' sector loan proceeds. They reduce
the need for foreign exchange under other loans and
may release an equivalent amount in domestic curren-
cy. Only domestic currency is needed to pay for
civil works in countries with a well developed
domestic contracting industry, and easier, local
procuremeat procedures can be followed.

4.21 Ecgono_As ia Bank Staff T?e. While staff input per dollar lent
seems to have decreased with sector lending, a sample of staff time re-
cords for projects approved since PY82 provided no evidence that sector
loans were less staff-intensive than project loans, as was initially ex-
pected. It is difficult to separate 'noise' in the statistics: prepara-
tion and appraisal time tended to decrease the longer the Bank's Invol-
vement in a country. Overheads per project (such as mission travel and
sector work) decreased with the number of projects and large countries
had more projects than small ones. Supervision effort were usually consi-
derable during the initial phases but often decreased in subsequent
years. Sector loans were normally implemented in parallel with other
transport projects in countries well known to the Bank; nevertheless a
few observations on their staff cost can be derived from the sample data.

4.22 Annual transport staff intensity varied over time, partly re-
flecting stages reached in project cycles. If only because of their
size, large countries tended to receive more lending and also more staff
input. Among countries with sector loans, Brazil and Mexico have had up
to 250 staff weeks in one year; Colombia, 200; but in other years, only
about 100 staff weeks. The range of staff effort was similar in Asian
countries and lower in Africa, where the upper limit was som 1S0 staff
weeks one year (Ghana), and the lower limit, less than 50 staff weeks.
While the effort appears to have been adequate, perhaps even excessive,
in large countries, there are indications that it was less adequate in
smaller countries Their problems are however equally complex, the ins-
titutions are less mature, and projects have become more comprehensive.
On the other hand, small countries have less absorptive capacity for Bank
missions, so that selectivity is required in discussions with officials.

4.23 Econamists' time for advice expanded while that for cost-benefit
analyses and audits decreased. Engineers' time for discussing broader
technical matters increased also. However, engineers assigned to large
Latin American countries where there are many and relatively small pro-
jects in the investment program, spent much time in reviewing contracts
for Bank financing eligibility and subsequent disbursement requests. Tn
Colombia at one time 160 contracts were being followed under one loan; in
Mexico, some 100 contracts were reviewed and only a few found eligible.
Less time was left for field trips to inspect proposed projects or ongo-
ing works.

4.24 Monitormn. While project definition and objectives sought
through lending have changed, and supervision efforts were adapted,
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performaee indicators and supervision form used in reporting progress
largely remain the same and are not very informative on sector lending.Performance indicators focus on loan amounts disbursed. A project is
considered as delayed when disbursements lag behind estimates, and ascompleted when the loan has been fully disbursed. Data do not allow to
link disbursements to physical progr6.s of works, even less so with
contracts financed under successive loans, in time slices. The closerscrutiny of costs and unit costs done under project loans becomes erratic
or uncertain under sector loans. However, as subproject cost estimates in
investment programs are generally less accurate than those in project
loans, it is not very relevant to compare actual costs with an initial
unreliable estimate in the program. Generally, no reporting is made on
subprojects not financed by the Bank. Even though policy refore may be
the more important objective of the operation, the current page on
compliance with loan covenants in supervision reports is rather uninfor-mative; the 'being complied with, statement is usually of little informa-
tive value. Progress on broad gauged reforms is difficult to ascertain;
even progress achieved through specified detailed actions may not be
clear.

B. Suan*stions for Imorovima Sector Lendina

4.25 The Bank has been imaginative in finding new ways to enhance itseffectiveness, but, based on the above review, the design and implementa-
tion of transport sector loans could be further improved. The number ofprojects per country and sector that the Bank can process is limited, sothat the desired frequency and miz of lending instruments, strictly de-fined, may not be feasible. Thus, the distinction between lending ins-
truments will remain blurred. Other than that sector loans normally fol-lowing a series of project loans, there is no unique progression in typeof lending instrument. The importance of what lending instrument is
chosen becomes marginal, and what matters, is to clearly define the rela-tive priorities among objectives.

4.26 Bank Country Strategy. To avoid 'crowding-out', increased in-ternal Bank coordination including a better, more consistent fit of sec-
tor strategy with that of other sectors and the country-wide strategy
followed for all Bank lending may help pursue only the most important
objectives; to ascertain comitment to those objectives and readiness toact in the country; to identify the appropriate agencies to deal withregarding the problems selected for discussion. This internal coordina-
tion may require ignoring traditional sectoral boundaries established inthe Bank. Decisions should also take into account the relative importan-
ce of the Bank's presence in,the sector. The Bank should be more willing
to act upon default and also to recognize where lending is not justified.
The underlying idea should be to reward the good performers.
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4.27 Sector LeudiU -ProcOUditiOsl. The OMS preconditions have been
followed flezibly and should reman indicative. Some suggeostions on
their interpretation:

* The 'adequate sector institutions, precondition
shouid perhaps be somewhat refocused on 'people'.
Pailure or success seem to have depended the most on
the conviction or lack thereof of key managers in
charge of the importance of the objectives pursued,
and less on technical or administrative abilities.
Uncertainties of management reorientation can hardly
be avoided, but the 'appropriate' orientation should
prevail at the time of the decision to proceed with
sector lending.

* The 'good investment program' precondition should be
expanded to include the expenditure program, to
improve maintensace versus capital allocations and
not distort funding choices. Physical work program-
Ing to match investment programming and budgeting,
should be introduced where necessary. Extra-budgeta-
ry items or decentralized budgets should also be
reviewed.

* The 'adequate procurement and disbursement procedu-
res' precondition should be converted into a sector
lending objective. Sector or even country-wide
prototype procurement documents should be developed
where existing procedures are found to be inadequa-
te. The Bank's continued role in this respect should
be to help introducing procurement arrangements
which yield optimal benefits to a country and which
are in line with international 'good practice'.

* The 'agreement on policy and institutional measures'
precondition should remain, and implementation be
reinforced with appropriate lending incentives, as
discussed below.

4.28 Obiectives and Conditionality. No sector loan can realistically
be expected to achieve all the reforms needed in the sector, and which
makes it all the more important to identify the key reforms and their
introduction sequence. The Bank should establish long-term strategies
with a succession of objectives over time, knowing that a series of loans
will be made, and maie each loan conditional on a different set of objec-
tives. Objectives should be clear and stated at a relatively high policy
level, in torms of processes or criteria with lasting effect rather than
in terms of discrete actions, but with a specific action plan to introdu-
ce the processes (e.g. ad-valorem rather than specific taxes; prototype
bidding documents rather than documents for a specific contract). Ac-
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count should be taken of the fact that officials tend to understand much
better coveanmts stated in terms of specific and simple actions than
those stated in terms of policy objectives.

4.29 Front-end loading has been effective but steps required after
the loan is approved are sametimes not taken. Annual tranches that can
either be released or cancelled can be effective only if the threat of
cancellation is meaningful. On the other hand, governments have taken
steps required for appraisal, negotiations, board presentation and loan
effectiveness, even if somtimes with delays. Series of annual highway
subsector loans can limit covenants mostly to project execution matters,
and make monitoring considerably easier, as in Thailand. Lending with
annual approvals of agreed supplementary financing, conditional on cer-
tain actions being taken -similar to tranching but without the commitment
fees- may also enhance effectiveness. These options would avoid the
confusing overlapping of policy related covenants that occurs when seve-
ral projects in one sector are being implemented simultaneously. They
would also reduce commitment fees, avoid the need for eventual loan can-
cellations, and in particular, give more weight to dated, required chan-
ges, and prevent quick disbursements from undermining conditionality.
Monitoring would be much easier. The disadvantage consists largely of
increasing legal work, or perhaps, a need for slight changes Board proce-
dures.

4.30 Iolemtnation. The experience record with implementing trans-
port sector loans suggests the need for some procedural imptoveients, as
follows$

* if the Bank finances specific subprojects, disbur-
sement rates should be fixed relatively high, to
make Bank financing attractive; by negotiations or
soon thereafter even those new construction subpro-
jects to be started in future years should be iden-
tified, to accelerate their implementation. This
should be easy since the investment program is
agreed at negotiations. Overall budget financing of
the executing agency should be tied to progress in
implementing a sector loan.

* in order to improve the policy dialogue and the
follow-up on project implementation, more staff time
may have to be allocated for small countries. The
question of appropriate mix of experts may need
reviewing.

4.31 HonitorinK needs to be improved. Following suggestions are
offereds

* Cost monitoring. It is impractical and possibly
also inappropriate to apply standard Bank procedures
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for monitoring the costs of civil works in sector
loans. The loans often deal only with a time slice
of the investment, with completion being the ultima-
te responsibility of the borrower. The financed
sections can cover numerous contracts. It is impor-
tant, however, to help foster such monitoring by
governments of other sector investments. Thus, sec-
tor loans should strive to develop mechanisms for
the responsible agencies. This would also serve
Bank purposes for monitoring costs without imposing
a separate system of reporting. Such a system
should relate to physical execution parameters which
are often missing.

* Policy reform monitoring. This is difficult given
the often broad objectives provided in the loan
documents, especially when there are a multiplicity
of conditions. Front-end loading of major reforms
simplifies supervision. At least, key policy re-
forms should be isolated for monitoring if actions
are required during the course of the project.

* Annual investment reviews. The quality of the an-
nual investment reviews, and their effectiveness,
should be enhanced and required supervision time
provided.

4.32 The TDs should actively follow the track record of individual
sector lending operations in their regions. The annual ARTS exercises
provide a unique instrument for this purpose. Pervasive implementation
problems should be identified and remedies be sought to ensure that the
objectives under such lending can be achieved to the maximum extent pos-
sible.

4.33 The question finally remains: What do borrowers get out of sec-
tor lending and do these advantages outweigh the disadvantages? The ans-
wer is generally positive, although the main beneficiary at the country
level is the ministry of finance which is able to use the Bank as an
honest broker to scrutinize and influence the shape and composition of
sector expenditure plans. There is also an element of prestige attached
to sector lending. Graduation from project to sector lending confirms
that the sector agency is technically competent and generally well run.

* Failure to graduate, on the other hand, implies poor performance and
reduces the likelihood of external support. There are nevertheless costs
attached to sector lending. The need for more objective project selection
criteria, satisfactory to the Bank, reduces the scope for using transport
expenditures to advance the domestic political agenda, while the Bank's
emphasis on promoting wide-ranging policy reforms as part of sector loans
is likely to cause some transitional problems. Overall. however, sector
lending does offer positive benefits, particularly over the longer term,
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when the advantages of improved planing and operating practices -while
painful to Introduce initially- Start to pay off.

V. STAI= !ESO'RCUS in TUANSPo?

5.01 The reorganization, together with the shifting emphasis to sec.
tor/subsector type lending, has raised the issue of what types of techni_
cal skills are required to serve transport lending and sector work ini-
tiatives and more directly, what types of professionals should be re-
cruited by the Bank. There are basically two schools of thought within
the Bank concerning the implications of a reduction of technical-engi.
neering expertise. It is agreed that there has been a trend developing
over the last ten years in which the role of economists, including may
whose backgrounds are more akin to transport planners and genoral engi-
neering, has risen in preparation and supervision responsibility relative
to that of the modal engineer. The disagreement is over whether this is
a positive trend. One school of thought argues that the types of policy
and institutional issues to be addressed require an economic perspective.
Moreover, after years and a series of transport loans to an lndividual
country, local expertise, especially with regard to design and to procu-
rement, has improved such that government staff can take on more of the
responsibilities for preparation and supervision.

ORAPH S Transport. Sector Staff
Composition

(status as of June 30,1989)

r sle ctor stadl Transpowt Economists

Finacial Analysts Teba. Specialsts

Number

10-s I --.L 

0 
Africa Asaa EMEMA LAOCEDI 0 I PPR

Total Sector Staff 34 34 26 26 2 4 10

Transport Economists 8 14 9 9 1 4. 3
Financial Analysts 7 6 4 6 0 0 0
Techu. Specialists 19 14 13 1 0 7

Hots: Tehnili Sia 1_,lisud
Enulneer
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The other school of thought argues that the technical expertise of the
Bank in trasport is the institution's trademark and, while the role of
the engineer may have changed. the need for the engineer has not. We
are dealing increasingly with more sophisticated technical components
whether it concerns port operations, locomotive maintenance or pavement
marAgement. Even though such issues may take a back seat at present to
the broader institutional and policy reforms, this aspect should not be
lost and should be of increasing importance in following up on such re-
forms. Indeed, given the record of the Bsank in the institutional and
policy areas, it has been the technical area that has achieved consistent
success with substantial development impact.

5.02 The following discussion attempts to clarify the situation and
to help stimulate internal Bank discussion on this important issue. To
propose detailed recomeandations is not possible with the information
available, and is beyond the scope of this Annual Report. Furthermore,
the discussion goes beyond the transport sector into the other hardware
sectors and the role of the engineer in the Bank in the medium and longer
term. Much of the information was compiled for a PREVP study on the Cost
of Doing Business in the Bank, a draft of which is available.

5.03 A revir of transport projects since FY81 showed that the cost
of lending to .e sector, measured in staff-weeks for Bank staff and
consultants, has not changed. The staff-weeks expended for the total of
preparation, appraisal, negotiation and supervision of a project in FY89
is roughly the same as a project in FY81 with some variation between
appraisal and preparation due to changing procedures. Supervision did
show a slight upward trend, at least in the earlier years of a project,
and this situation should be monitored as the FY87-89 projects progress.
it was not possible to break down the data by economist time versus engi-
neering time, but interviews with staff confirmed the tendency to depend
more on economists.

5.04 Recruitment policies by the 23 Infrastructure Divisions vary but
there appears to be a tendency to replace retiring or transferring engi-
neers with economists or other expertise which crosses sectors, enhancing
fungibility within the relatively small divisions created by the reorga-
nization. Thus, in FY89 there were four modal engineers who retired or
passed away which did not lead to new recruits. While it is true that
about 20 percent of existing transport staff entered the Bank within the
last 6 years, only about 5 percent of the transport engineers entered the
Bank within that period. One indication of the changing role of the engi-
neer is the increase in the dependence on consultants. Consultant staff-
weeks as a percentage of total staff-weeks for project preparation, ap-
praisal, negotiation and supervision hovered between 13-18 pereent from
FY81-86 and between 19-21 percent from FY87-89. It is apparent that the
SOD's look for consultants to provide specialized technical advice as
well as using retired Bank engineers for preparation and supervision.
The shift is clear and the probability of a further shift is extremely
high with over 30 percent of transport related engineers and specialists
are due to retire within 6 years compared with 7 percent of infrastructu-
re economists and financial analysts.
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5.05 Although it was not possible to draw conclusions on this issue,
one can fommulate some initial impressions:

* The high proportion of retireaents by engineering
and specialist staff in the sector combined with the
tendency of SOD's to recruit generalists requires a
region by region review of its technical require-
ments and staffing policies.

* It is apparent that some of the problem is related
to the fact that the type of expertise required is
hard to recruit into the Bank, i.e. transport pro-
fessionals with managerial experience, which then
leads to the dependence on consultants;

* As the core of technical staff shrinks, it is highly
important that the regions coordinate their recruit-
ment of such staff and that there be more fungibili-
ty of technical staff time between regions. Proce-
dures to facilitate this are required so that an
engineer or specialist in one region with a particu-
lar expertise can be used in another region without
substantial bureaucratic effort;

* A stronger commitment to training through more ade-
quate budget allocations is needed so thac staff can
stay abreast of current developments in the field.
The dependence on consultants requires staff to be
vell-informed of the state of the art so that they
can recognize when they have a serious technical
issue and the type of expertise required; and

* Care must be taken to maintain the Bank's technical
integrity in the sector and to sustain its seat at
the table of professional organizations and its
dialogue vis-a-vis the leadership of the technical
ministries in its client countries. Indeed the poli-
cy dialogue in transport was built upon the respect
gained through its technical dialogue.

*

* *
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TABLZ 1

PY89 DSDICAD TUANSPPOR LENDINB OPERATIONS

ReIion Cosnary ProJect Lending
Amount, Type
(US$,million)

Africa Chad Transport SECAL 60.0 IDA
Ethiopia Transport 72.0 IDA
Gabon Road Maintenance 30.0 IBRD
Uganda Railways I 7.0 IDA
Zaire Transport Rehabilitation I 75.0 IDA

Asia China Ningbo & Shanghai Ports 76.4 IBaD
Xiamen Port 36.0 IBRD
Highways V (Shandong Province) 50.0 IDA

60.0 IBRD
Highways VI (Jianszi Province) 61.0 IDA
Inner Mongolia Railways 80.0 IDA

70.0 IBiD
India State Roads I 80.0 IDA

170.0 IBRD
Korea Road Improvement 200.0 IBRD
Nepal Arun III Access Road 32.8 IDA
Thailand Highway Sector II 87.0 IBRD

EMENA Algeria Ports III 63.0 IBRD
Hungary Transport II 95.0 IBRD
Yugoslavia Railways VII 138.0 IBRD

LAC
Bolivia Export Corridors 37.0 IDA
Chile Urban Streets & Transport Program 75.0 IBRD
Guatemala Secondary/Regional Roads Rehabilit. 31.5 IBPj
Uruguay Transport I 80.8 IBRD

Total Lending: .1767.5

Number of Projects: 21 Modal Shares: Highways 8 - 38Z
Ports 3 - 14Z
Railways $ - 142
Malti-Modal 6 - 29Z
Urban Transport 1 * 5S
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TABLE 2
Page 1

Th4SPR? RLTED LENING O1PEATION

(Scheduled Lending Program FY90-FY93)

A. Afl

Countir Proiect .Lndina p*
Amount, Type
(U3$,million)

Angola Rehabilitation Credit 80.0 IDA 90L
Urban ITfrastr. Rbehabilitation 25.0 IDA 91R
Transport Sector 30.0 IDA 921

Benin Urban. 9.5 IDA 92R

Burkina Paso Urban 21.0 IDA 90L
Transport SECAL 15.0 IDA 91L
Public Enterprise 30.0 IDA 93L

Burundi Transport Sector 51.1 IDA 90L
Transport Sector 1I 24.7 IDA 931

CAR Transport Sector 9.7 IDA 90
Enterpr. Rehab. & Developm. 10.0 IDA 91S

Cameroon Rural Infrastructure 100.0 IBRD -90R
Transp. Parastatal Adjustment 80.0 IBID 93S

Chad Urban 20.0 IDA 93L

Comoros Road Maintenance 4.9 DA 91S
Multi Sector 12.4 IDA 92R

Congo loads Rehabilitation 27.0 IBID 90L
Private Sector Development 20.0 IBRD 91R
Urban 25.0 IBRD 92R
Transport Sector 30.0 IBRD 93S

Cote D'Ivoire Municipal Development '66.0 IBRD 90L
Rural Sector Support 10.0 IBRD 90L
Urban IV 100.0 IBRD 92R
Transport SECAL 100.0 ID 938

Djibouti Urban Development II 4.5 IDA 92R

Eq. Guinea Infrastructure Rehabilitation 10.0 IDA 93L
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%AB=L 2
Page 2

mtrZand IMUM I
Amount, Type
(US ,million)

Ethiopia Integr. Urban/Rural Develop.. 40.0 IDA 90L
(HZrket Towns)

Road Sector III 60.0 DA 92S

Gabon Municipal Development 20.0 IBID 92L

Ghana Transport Rehabilitatioa U1 50.0 IDA 91L
Urban II (Sec. Cities) 30.0 IDA 91S
Feeer Roads 23.0 IDA 921
Urban III 35.0 IDA 938

Guinea Private Sector Promotion 35.0 IDA 90L
Second Urban 20.0 IDA 90L
Nat'l Rural Infrastruceure 35.0 IDA 915
Urban III 5).0 IDA. 93L
Infrastructure 30.0 IDA 93S

Guinea Bissau Infrastructure Rehabilitation 22.0 IDA 90L

Kenia Urban Transport 50.0 ID& 91L
Ports 20.0 IDA 92L
Rural Roads 25.6 IDA 931

Lesotho Rural Development 10.0 IDA 93R

Madagascar Tana Plain Development 40.9 IDA 90L
Transport Sector Developnt 31.0 IDA 92R

Malawi Infrastructure I 28.8 IDA 90L
Urban IT 15.0 IDA 92S

Mali Infrastr./Transport Sector I 10.0 IDA 93S

Mauritius llghways IT 30.0 IBRD 90L
Infrastructure Environment 10.0 IBRD 92R.

Mozambique Transport Rebabilitati&.
(Beira Corridor) 40.0 ID 90L

Road Transport 40.0 IDA 91L
Urban Rehabilitation II 70.0 IDA 92L
Urban Services 30.0 IDA 93R

Niger Traaqport Sector I1 33.0 IDA 925
Urban I 20.0 IDA 938
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TABLE 2
Page 3

CouS3Z wpraoect LeudLUE py
Amount, Type
(US$,million)

Nigeria Oyo State Urban 21.0 BIDD
29.0 IDA 90L

loads (Multi Stats) 125.0 IBi 9L
Ralway 150.0 IBRD 921
Rural Infrastructure 100.0 IBRD 93L
Lagos Infrastructure 200.0 IBRD 93L

Rvanda Transport Sector 32.2 IDA 90L
Public Enterprises 14.7 IDA 91S
Communal Development 38.3 IDA 92S

Senegal Public Works & Employment 20.0 IDA 90L
Transport SECAL 45.0 IDA 91S
Private Sector 20.0 ID 931

Seychelles Multi Sector 4.9 IDA 92L

Sierra Leone Highway Rehabilitation 28.5 IDA 92R

Somalia Infrastructure I 16.0 IDA 91S
Highways V 16.0 DA 911
Infrastructure II 17.0 IDA- 92S

Sudan Highway Rehabilitation 82.2 IDA 90L
Ports III 30.0 IDA 91L
Highways IV 40.0 IDA 93S
ailwmays VI 40.0 DA 93S

Swaziland Urban I 18.0 IBRD 92L
Zomati Basin Development 50.0 IBRD 92R

Tanzania Roads I 146.0 IA, 90L
Port Modernization 30.0 IDA 90L
Ralwvay Restructuring . 45.0 IDA 9IR
Public Sector Management 150.0 IDA 92L
Urban/Infrastr. Rehabilitation 30.0 IDA 92S
Roads IT 50.0 IDA 93S

Togo Infrastructure SECAL 15.0 IDA 91R
Transport Sector 15.0 IDA 92L

Uganda Infrastructure 64.0 IDA 918
Transport Sector Rehabilitation 40.0 IDA 92S
Area Development 30.0 ID 93R
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TABLE 2
Page 4

Uc
Amount, Type
(US$.million)

Zaire Urban I 50.2 IDA 90L
Tranport Sector 98.1 10a 9gL
Ifder Roafs 29.4 9ID
Infrastructure 50.0 IDA 92L
Tranport Facilities 19.1 IDA 931
Kivu Regional Development 66.4 IDA 93R

Zambia Highwys IV 25.0 mI 911
Multi Sector I 80.0 IDA 91R
Multi Sector II 60.0 IDA 921
Railways V 30.0 IDA 921
Transport 20.0 IDA 921

Zimbabwe Railways II 20.0 IBID 91S
Urban Transport 20.0 IBID 92L
Coumunity Area Development 30.0 IBRD 931

B. ASIA

Bangladesh Inland Water Transport 40.0 IDA g1S
Public Resources Management 150.0 IDA 92S
Jar'a Bridge 100.0 IDA 92S
Nat'l MHunicipal Development 60.0 IDA 93S

Burma Infrastructure Rehabilitation 45.0 IDA 90L

China Medium Size Cities 80.8 IDA
79.4 IBRD 90L

Shraghai Troasport 5S.0 IDA 90;
Railways V 400.0 IBRD 90L
Jiangsu Provincial Transport 50.0 IDA

100.0 IBID 90L
Tianjin Urban 100.0 IDA 91L
Zhejiang Provincial Highway 240.0 IDA 911
Honan Highway 150.0 IBID 91L
Jiangsu Transport IT 150.0 IBD 918
Railays VI 100.0 IDA 921
Anhui Poincil Transport 90.5 IDA

150.0 IBD 92L
Jiagsu Transport 1I 130.0 IBJD 92S
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TA_B_LE 2
Page S

COUIE ivofel py
Amont, Type
(US$,aillion)

C (cont'd) Shanai Port 150.0 ID92S
Guangdomg Pro cial TranSsport 130.0 IBD 93L
Iand Wateways 130.0 mD 93L
Railways VIZ 175.0 IBID 93L
Shanghai Urba Infrastructure 25.0 IDA

75.0 IBiD 93L
Highways VI1 200.0 IDID 93S

Fiji Rural Development 10.0 IBIRD 93L
Transport (Regional) 20.0 IBI 938

India National Highways II 230.0 mD 90L
Karnataka Urban Transport 80.0 IDA

70.0 mm 90L
Container TranSprt 100.0 IBRD 91L
Kerala Urban 100.0 IDA 91L
HP Urban Development 100.0 IDA 92S
Railways 6odernization IV 230.0 IBD 92S
Maharashtra Urban 100.0 IA

100.0 IBRD 93L
Port Kodezuization 200.0 D 93L
Bombay Urban Transport I1 100.0 ID 93L
National Highways III 200.0 IBID 93L

Indonesia Highway Sector 300.0 IBRD 90L
East Java/Bali Urban 100.0 IBRD 91L
Jabotabek Urban Developm. III 60.0 IBRD 91L
Large Cities Urban 200.0 IBRD 92L
Urban Sector II 250.0 IBRD 92S
Irian Jaya Area Development 30.0 IBID 92S
Transport I (Maritime) 150.0 IBID 93L
Highway Sector II 275.0 IBRD 93S
Rural Roads III 200.0 IBID 93S
Kalisantan Urban Transport 50.0 IBID 93S

Korea Urban Land Development II 250.0 IBRD 91L
* Pusan Port 100.0 IBBD 92L

Ezpressways 100.0 IBID 93L

Laos Highway Impov t 30.0 IDA 91L

Malaysia Road & Bridge Rehabilitation 101.8 IBID 90L
port Relang II 60.0 IBID 91L
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Page 6

Coustr PrOUct Ledm =
Amount, Type
(US$,million)

laldives Male Intenational ALport 3.0 IDA 90L

Nepal lti Modl Transport 21.0 IDA 918
Public Resources Management 60.0 IDA 923
Local Development Fund 25.0 IDA 93S

Papua NG Transport Improvemt II 40e0 MIRD 931

Philippines Municipal Development II 45.0 IBRD 90L
Trausport Sector 150.0 ID 92S

Sri Lanka Local Government Development 25.0 IDA 90L
Road, III 40.0 IDA 90L
Public Enterprise Restructuring 60.0 IDA 91S
Transport I 25.0 IDA 91L

Thailand Highway Sector III 93.0 lI=D 90L
Inland Watervays II 40.0 Il=D 92S

C. E

Algeria Highways VI 135.0 IBMD 92L
Transport Sector l0o0. IUID 92L
Ports IV 100.0 IBID 931
Railway III 150.0 IBID 93L

Egypt Tourism Infrastructure 50.0 IBRD 90S
Railways III 50.0 IBRD 91S
Inland Watervays 50.0 IBRD 92L

Hungary Ta8nsport Sector 100.0 TBRD 92L

Jordan Transport III 35.0 IBRD 911
Transport (unidentified) 40 0 IBRD 93S

Morocco Highways V 68.0 IBID 90L
Public Enterprise Reform II 225.0 IBID 91L
Port Sector 70.0 IBiD 92L
Municipal Infrastructure 100.0 IBID 93L
Rural Infrastructure 60.0 TIhD 93L
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TA$ 2
Page 7

Amount, Type
(USS ,aillion)

Pakistan Trnport SAL 200.0 I= 90L
Karachi port Moder niation 1,)3.0 90L
Sindh lateuediate Cities 30.0 IDA

20.0 IBRD 92L
Highways VI 50.0 I= 93L
Tranport Sector Loan II 100.0 IID 93L
Urban (unidentified) 50.0 IBID 938

Poland Transort I 150.0 II 908
Trasport IZ 100.0 IBD 938

Portugal Transport (unidentified) 100.0 IBD 938

Tunesia Public Enterprises I 130.0 IBRD 90L
Munxicipal Development 50.0 IBRD 9gL
Rural loads 30.0 IDU 921
Transport Sector 80.0 IBiD 92L

Turkey Transport SICAL 150.0 IBiD 908
Transport (unidentified) 130.0 IBID 91L
Medium Size Cities 150.0 IBiD 92L
Urban (unidentified) 150.0 IBID 928
Railway ZIZ 150.0 IB=D 93L
Transport (unidentified) 50.0 IBID 93L
Urban (unidentified) 50.0 IBRD 93L

Yemen AR Transport I 15.0 IDA 90L

Yemen PDR Flood Reconstruction 6.0 IDA 90L
Highway Maintea nce V% 12.0 IDA 92S

Yugoslavia Highway Sector III 265.0 IBID 90L
Nighway Sector IT 150.0 IBmD 92L
Transport (unidentified) 100.0 IBID 93L

D. LATIN AMERICA hID CANDBBEAN

Argentina Road Maintenance 100.0 IBID 91L
Provincial Development 250.0 IBRD 91L
Publ. Enterpr. Rationalization 350.0 IBRD 91S
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Page 8

Counv ProjectS L
Amount, Type
(USS,million)

Argentina Municipal Development I 150.0 IBRD 92S
(contd) Transport Sector I 200.0 I93S

Barbados load Mailtenance & lRab. S 12.0 131D 931

Bolivia Private Enterprise Development 15.5 IDA 90L
Eastern Lowlands Reg. Develop.. 35.0 IDA 90t.

-oad Maintenance 30.0 IDA 935

Brasil Hihwy Mnagement 250.0 IBWl 90L
Munic. Developm. (Rio Grande) 100.0 IBID 90L
Private Sector Development 100.0 IBRD 90L
State Highways/Feeder Roads 200.0 IBRD 9lL
Port Sector 200.0 1313 92L

nergy Transport 100.0 IBID 92S
Cerrado Transport 100.0 3I13 93L
Urban Sector.II (NE cities) . 200.0 I9RD 93S

Chile load Sector 1 224.0 13R1 90L
Port Rebabilitation/
Intemodtal Transport 30.0 IB) 92L
Gas Pipeline 90.0 IBRD 93L

Col*ombia Rural Roads Sector U1 55.0 IBID 90L
Integr. Rural Development III 90.0 IBID 91L
Municipal Development 100.0 IBID 91S
Dept. Highway Mainten. Sector 120.0 13M) 93L
EPM Infrastructure 75.0 IBID 93L
Bogota Transport 60.0 IBID 93S

Costa Rica Trasport Sector Imnvestnt 58.0 IBID 91S

Dominican
Republic Highway Maintenance IV 30.0 IB3 91L

Ecuador Municipal Development 100.0 IBID 91L
Rural Development 50.0 IBRD 93S

Guatemala Rural Investment 30.0 TBID 93L

Haiti Transport VIIl 33.0 ID 938

Honduras Publ. Enterpr. Adj. & Restr. 50.0 IBID 93L
Municipal Development II 40.0 IBID 93L
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TABLZ 2
. Page 9

CoxtZ Proiect PT
Amount. Type
(US$,million)

Jamaica Road PlaNin & Maintenance 20.0 ID 91L
Public Sector SAD II 20.0 lIBD 92L
Public Admininistr. Reform 1 5.0 IBID 9S

Mexico Deregulation 500.0 IBRD go9,
Public Enterprise Reform I 300.0 IBiD 91I.
Tranep. Air Pollution Cantrol 200.0 I 91?L
Rural Developmt 200.0 IBID 91g
Transport Sector 400.0 IID 92L
Urban Trasport UI 400.0 IBiD 928
Highway Sector III 150.0 XBsD 93L
Urban Development VI 150.0 IBID 93L
Railway Sector 250.0 IBoD 93L
Port Sector V 150.0 IBID 93L
Toll Roads 100.0 lBD 93L
Border States Infrastructure 100.0 IBID 93L
State Highways 60.0 IBID 93S

Panama Ports & Railvays 30.0 IBID 93L
Public Sector Management 5.0 IBRD 93L
load Improvam. & Maintenance 32.0 IBID 93L

Trinidad &
Tobago Public Sector Adjustment 35.0 IBRD 91L

Uruguay Montevideo Municipal Developm. 30.0 IBRD 91L

Venezuela Urban Transport 100.0 IBRD 91L
Public Enterprise Reform 300.0 IBID 91S
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TABLIE 3

w9 LEDInG OPZAMIN-S VIITO TRANSPORT C01013S

Resion Cotrv Proiect Lendingt
Amount. Type
(US$,million)

Africa Burundi Urban It 21.0 IDA
Cameroon Urban II 146.0 IBaD
Cape Verde infrastructure Rehabilitation 4.7 IDA
Gambia Enterprise Reforms 10.0 IDA
Guinea Bissau Social & Infrsatructure Relief 5.0 IDA
Mali Institutional Deelopment 11.3 IDA
Mozambique Rehabilitation III 90.0 IDA

Urban Rehabilitation 60.0 IDA
Nigeria Trade & Investment Policy Loan 500.0 IBRD
Sao Tome & Pr. Multi Sector/Priority Works 5.0 IDA
Sudan Flood Reconstruction 75.0 IDA
Togo Pre-Investment Project 5.0 IDA
Uganda Public Enterprises 15.0 TDA
Zimbabwe Urban II 80.0 IBID

Asia Bangladesh Flood Rehabilitation II 133.6 IDA
China Medium Size Cities 80.0 IDA

79.4 IBRD
India Export Development 295.0 IBRD

Petroleum Transport 340.0 IBRD
Indonesia Private Sector Development 350.0 IBRD
Nepal Municipal Development & Earthquake 41.5 IDA

EMENA Morocco Public Aministration 23.0 IBRD
Pakistan Flood Damage Restoration 40.0 IDA
Portugal Tras-Os-Montes Regional Development 90.0 IBRD

LAC Braxil Municipal Development 100.0 IBRD
Jamaica Emergency Reconstruction 30.0 IBRD
Mexico Public Enterprise Reform I 500.0 IBRD

Number of Proiects: 26 Context of Transport Interventions

Infrastructure (General) 11 - 42?
Urban Infrastructure 6 - 23Z
Public Enterprise Reform 6 - 232
Trade Logistics 2 - 82
Regional/Rural Development 1 - 46
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TANS 4

F9 TANSPor? SECTOR WOR

Roglo« Cou0= 1WoAiLR Title Status

ABICL Regional Sahel Corridor Study A FY89
Great Lakes Corridor Study A FY89
SSATP Railway Managemuet A FY89
SADCC Corridors Viability C FY90
Urban-Rural Linkages C FY90
SS&P Human Res. & ID. C FY90
SSATP Transport Data C FY90
SSATP Road Maintenance &

Rehabilitation C FY90
SADCC Airlines Review C FY91
SSATP Rural Travel and Transport C FY91
SSATP Transport Management C FY91

Cameroon Transport Strategy Paper C mo

CAR Transport Strategy Note C mo

Eqtat. Guinea Transport Strategy Paper C FY90

Gabon Transport Sector Review A FY89

Kenya Urban Transport Developm. Issues C FY90

Mozambique Transport Sector Survey C FY90

Nigeria Road Sector Strategy Paper C FY90

Tanzania Civil Aviation Study A FY89
Transport Sector Financial
Perfornance Review A FY89

Zaire Transport/Trade Study C FY90

ASil Regional ASEAN-Reg. Transp. Networks A FY89

Bangladesh Transport Sector Review C FY91

China Provincial Transport A FY89
Urban Transport Sector A FY89
Shanghai Port Study A FY89
Railway Sect. Investm. Priorities C FY90
Coal Transport Study C FY91
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TABLE 4
Page 2

ReSl& 22u3= Working Titlo Status

India Transport for liport A M9
Transport Strategy Paper A FY89

Indonesia Transport Overview & Issues A FY89
Highway Maintenance A FY89
Trade Facilitation A PY89

Pacific Islands Transport Review C PY90

Papua NG Transport/Rural Infrastructure C PY91.

Philippines Rural Roads Maintenance A FY89

Sri Lanka Transport Sector Study C FY90

DME3 Regional Maritime Sector Envirom. Assessm. A FY89

Hungary Infrastructure Reviews
Transport Sector A FY89

Morocco Urban Transport Enterprises A FY89

Pakistan Transport Sector Strategy A FY89

Poland Transport Constraints A FY89

Tunesia Transport Sector Strategy A FY89

Yugoslavia Developing Transport Markets C FY90

LAC Regional East Coast Shipping C FY90

Argentina Transport Sector Enterprises A FY89

Brazil Highway Subsector Strategy A FY89

Mexico Transport/Structural Change A FY89
Lazaro Cardenas Corridor Study A FY89
Transport Sector Strategy Update C PY90



- 61 -

.

Case 1

prematuue Hughway Secor Lending that Seam to Pay Off
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Case 2

Highway Secto Lending that is Payg Off
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Case 3

Beyond Sectr Lending: Back to Ivetment Lending
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Case 5

Transport Sector A4justmet Lending to Elevate the Dialoge
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Case 7

Multi-moda Trnspw ProetGecco/AdjuMct Oprtion
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