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Foreword

his Independent Evaluation Group (IEG) study evaluates the per-
formance of the World Bank’s support for the transport sector during
the period 1995-2005. The findings are intended to feed into the revi-
sion of the Bank’s transport strategy. The analysis is based on a portfolio of 642
projects involving transport, of which 284 have closed and been evaluated by
IEG. In addition, the report draws on staff and stakeholder interviews, an ex-
tensive literature survey, and a review of sector analytical and advisory work.

The report coincides with a period when Bank
commitments for transport infrastructure are
growing and when the transport sector faces es-
calating demands to address emerging issues of
an increasingly global nature. Transport experts
worldwide face a growth phenomenon fuelled
by expanding human and vehicle populations
and led by intensified demand for the movement
of goods. This movement is stimulated by glob-
alization and trade liberalization. People’s travel
needs are also expanding rapidly, as rising in-
comes lead to a desire for greater mobility.

The challenge for development is to support this
huge growth, but at the same time to ameliorate
the negative socioenvironmental impacts of trans-
port. The sector must also look for new oppor-
tunities for more sustainable solutions than in
the past. Overlaying the general scenario of eco-
nomic growth is a second phenomenon of rapid
urbanization, congestion, pollution, and resource

overuse. All these elements exacerbate the neg-
ative impacts of transport investments. Troubling
issues include environmental damage, energy
efficiency, and implications for climate change,
traffic congestion, and transport safety. There
are also questions relating to affordability and
the logistical challenges of effective multimodal
transportation.

Historically, the Bank’s transport sector activities
have been well managed and effective. Past efforts
have focused heavily on intercity highway con-
struction and rehabilitation. The Bank has made
important progress in encouraging private sector
contracting, especially of maintenance activities.
In contrast, there has been more modest success
with institution building and ensuring infra-
structure sustainability.

Past successes notwithstanding, the time has
come to reassess priorities and develop a revised
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agenda that better meets emerging challenges.
The evolving transport paradigm will require pro-
grammatic, cross-cutting, and multisectoral ap-
proaches. In this regard, the recent merging of the
Infrastructure and the Environmentally and So-
cially Sustainable Development Networks in the

Viesd

Bank presents opportunities for getting the most
from linkages across these areas. This new para-
digm should enable the transport sector to bet-
ter contribute to the sustainability of Bank efforts
to improve the welfare of the people in developing
countries.

T

Vinod Thomas
Director-General
Evaluation



Executive Summary

hroughout the past decade transport projects have played a pivotal role
in the support of economic development and poverty alleviation. This
evaluation assesses the Bank’s activities in transport during the period

1995-2005 as well as its preparedness to meet emerging challenges. It con-
cludes that past performance has been well managed and effective, especially
for intercity highway construction and rehabilitation, that the Bank’s ap-
proach to transport contributed to private sector development particularly
though private contracting of maintenance, that project outcome ratings have
shown a steady improvement since the early 1990s, and that key elements of
the current strategy—sustainability, private sector involvement, and urban strat-

egy—remain relevant today.

However, the evaluation also concludes that trans-
port must now focus more attention on con-
fronting cross-cutting issues such as traffic
congestion, environmental damages, safety, effi-
ciency, and affordability.

This focus will necessitate more innovative, multi-
sectoral approaches to resolve these complex
and urgent country and global concerns. The
Bank may have to reconsider its priorities to fully
address these challenging social, political, and
environmental issues and shift resources to en-
suring efficient multimodal transport, improved
rural linkages, and better urban transport.

Over the next 35 years 2.5 billion people will be
added to the current world population of 6.3 bil-

lion. In developing countries, much of this growth
will be urban; the number of cities exceeding 1 mil-
lion inhabitants is well on track to surge from
268 in 2000 to 358 by 2015. This expansion, cou-
pled with continuing globalization and trade lib-
eralization, is expected to accelerate significantly
the demand for the transportation of both peo-
ple and goods.

The motor industry, for example, may have reached
maturity in the developed markets of North Amer-
ica, Europe, and Japan, but globally it is poised for
huge expansions, led by the motorization of China
and India. Within a few years, China will replace
Japan as the second-largest national market after
the United States; over the next 20 years, more cars
may be built than in the 110-year history of the
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industry. Similar growth is expected in the aviation
and maritime industries; only railway expansion is
likely to be at a slower rate.

Although such vibrant growth may appear wel-
come, the scenario has a darker side as well.
Today’s concerns about high fuel prices will in-
evitably be magnified. Road transport already ac-
counts for nearly a quarter of the man-made gases
contributing to climate change. Pollution, noise,
ugliness, and wasted time from traffic conges-
tion also impose substantial societal costs. Marine
oil pollution, crowded skies, and security issues
also add to an increasingly dismal global transport
outlook.

In developing countries the problems of con-
gestion and pollution are further compounded by
poor road safety, which has led the World Health
Organization to declare road safety an interna-
tional public health issue. Just over a century
after the first motor vehicle-related traffic death
in 1896, 1.2 million people are killed on the roads
annually and 50 million more injured. More than
85 percent of these victims are from developing
countries.

Public transport offers clear advantages for re-
ducing congestion and pollution and for increasing
safety. But progress has often been disappointing,
because private vehicle users rarely pay the true
costs they impose on society, thus encouraging
urban sprawl. At the same time, decentralized
cities with lower population densities and long trip
distances increase the cost of providing public
transport. The urban poor, usually residing on city
peripheries, tend to become marginalized by a lack
of accessibility. Meanwhile, the rapid growth of
megacities is raising concern about worsening
air quality, the adverse effects of which fall dis-
proportionately on the poor.

The Bank's Response

Transport accounts for nearly 6 percent of global
gross domestic product. It is thus no surprise
that the Bank has provided more than $30 billion,
or well over 15 percent of its total lending com-
mitments, in support of transport projects during
the past decade. In the past 5 years there has

been a scaling up of transport investment as the
link between poverty reduction and transport
has become better understood. It is therefore
timely that the Bank is now updating its strategic
approach to the sector to address some of the
more menacing impacts of global transport ex-
pansion and can take into account this evaluation,
which includes an assessment of the Bank’s readi-
ness to meet such emerging challenges.

The World Bank’s current transport strategy is
influenced by three key documents. The World
Development Report: Infrastructure for Devel-
opment, published in 1994, promotes an ex-
panded role for competitive markets in transport.
Sustainable Transport (World Bank 1996) focuses
on the need for transport systems to be com-
prehensively sustained—economically, environ-
mentally, and socially. Finally, Cities on the Move
(World Bank 2002a) focuses on the urban aspects
of transport. The three elements—sustainability,
private sector involvement, and urban strategy—
all remain relevant today but require adjustment
and a different approach to meet the challenges
of the coming decade.

Private Sector Involvement Below
Expectations

Optimism was high in the early 1990s that the
private sector could assume a large part of the
responsibility for funding both transport infra-
structure and services. However, market expec-
tations with respect to infrastructure turned out
to be far too ambitious. After a dramatic decline
during the financial instability of the late 1990s,
when private sector transport projects in devel-
oping countries were seen as too long term and
risky, confidence returned in 2005 (see figure
ES.1). Nevertheless, despite a few early highly
publicized failures, important progress was made
internationally, and successful private concessions
were effected in all modes of transport.

Although the outcome of such private invest-
ment in developing countries has been largely pos-
itive, transport concessions are still most common
in middle-income countries, such as Argentina,
Brazil, China, Mexico, South Africa, and Turkey. In
these countries the volumes of traffic, especially
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Figure ES.1: Private Sector Investment in the Transport Sector
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Source: World Bank data.

for toll roads, are more attractive and there is
sufficient public sector capacity to engage with the
private sector. The Bank has nevertheless con-
tinued to encourage private investment even in
lower-income countries; it realized that one suc-
cessful project can still have a huge impact on such
economies.

Port concessions in developing countries have
generally been successful, as in India, the Re-
public of Korea, Mauritius, and Poland. Railway
concessions in general, however, have been
less satisfactory because governments intervene
more often on pricing and labor issues. A Bank-
supported railway concession in Tanzania, for ex-
ample, had overly restrictive bid conditions and
failed to attract private sector interest. Recently,
security has also become an important issue at
ports, airports, and border crossings.

Bank projects featuring private sector conces-
sions have not grown substantially during the
past decade but have seen modest growth in the
International Finance Corporation (IFC). Clients
generally turn to the Bank Group either for ad-
vice or when an investment is perceived as risky.
In recent years, knowledge of how to set up toll-
road concessions has matured, and the Bank is
now able to offer services such as reimbursable
technical assistance and partial risk guarantees.
Where the Bank has supported or facilitated con-

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Year

cessions, they have usually been rated satisfactory
or better, for example, roads in China, railways in
Brazil, and ports such as Dar-es-Salaam in Tanza-
nia and Port Louis in Mauritius.

For the foreseeable future, however, the public
sector will continue to be the major owner and
operator of basic transport infrastructure. This is
true especially as the sector is dominated by
roads, which have public good characteristics.
The Bank increased its commitments for public
sector transport projects once it realized that suf-
ficient private sector investment would not be
forthcoming. Evidence from Latin America has
shown that a reduction in infrastructure invest-
ment (including transport) is associated with eco-
nomic growth and that the gap in infrastructure
expenditure relative to East Asia is widening.

The Bank’s most important contribution to in-
volving the private sector has been not in outright
privatization, but through the many road pro-
grams in which it has encouraged private con-
tracting. Also influential has been the abolition of
departmental construction and maintenance and
its insistence on competitive bidding for con-
tracts. It has also had some success in encourag-
ing the establishment of commercially run road
agencies and the creation of road funds to bring
greater stability into financing recurrent road ex-
penditures, especially in Africa.
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For railways, many governments are not prepared
to agree to long-term concessions, such as in Mo-
rocco and Romania. The Bank nevertheless has
been able to help improve accountability and
transparency in financing arrangements, includ-
ing openness about subsidization arrangements
for noneconomic services and a greater willing-
ness to divest noncore business components.

Although sustainability has improved, at least as
reflected in Independent Evaluation Group (IEG)
ratings at completion, the current reality is an
understatement of what is required for truly sus-
tainable transport infrastructure. This is because
maintenance tends to have a lower priority for
cash-strapped governments, despite good inten-
tions, and because many countries are politically
unstable—civil unrest can quickly undo all the
good work that has gone before.

Mixed Institutional Progress

Effective governance and capacity building are
integral to ensuring sustainability. The transport
sector is certainly not immune from corrupt prac-
tices, especially in large construction projects.
Although the sector’s adherence to Bank guide-
lines for procurement and competitive tendering
partially constrains the scope for corruption, the
sector has until now lacked an explicit anticor-
ruption strategy.

The Bank has generally had a mixed performance
in helping to strengthen client institutions, with
mostly modest results in low-income countries (es-
pecially in Africa) but better results in middle-
income countries. In this regard, most road agen-
cies and some railway reorganizations ranging
from Ghana to Cote d’'Ivoire have demonstrated
greater effectiveness following Bank-supported
technical assistance, but in some other countries
the results have been less favorable.

Training, however, has often been aimed at as-
sisting the immediate project and thus is less
likely to have any broader or sustained impact.
Often, the timing of training interventions has
not been synchronized with the organizational
changes needed to improve public sector per-
formance. Institutional change takes time, and the

duration of the project intervention is relatively
short. Institutional objectives therefore need to
be more realistic and should be pursued incre-
mentally through a continuing support program
that extends beyond the transport sector itself.

Good Project Performance, Lagging
Monitoring and Evaluation Efforts

IEG transport project ratings have shown steady
improvement since the early 1990s. Good bal-
anced portfolio performance has also been
achieved among other things in large countries
such as Brazil and China and in several smaller
countries, including Latvia, Lao People’s Democratic
Republic, Morocco, Nicaragua, Peru, and Senegal.
The rate of improvement overall, however, is less
favorable when the largest borrowers are excluded,
the concentration of transport commitments in
China and India alone has increased from 31 per-
cent to 40 percent of all transport lending over the
past decade.

The good economic rates of return and outcome
ratings are noteworthy, but the sector has lagged
in developing practical performance indicators for
the sector. Progress with monitoring and evalua-
tion is also frequently hampered by a lack of base-
line information.

Performance Difficult to Sustain

The volume of commitments is 40 percent higher
today than it was in 2000. Greater productivity in
the financial sense has been achieved, partly be-
cause of the large contingent of similar intercity
highway projects and the availability of tools for
rapid appraisal. Other factors have been the move
toward programmatic lending and increased proj-
ect size. But if transport is to effectively address
the emerging issues, the question of staff skills
needs attention.

There is evidence from staff interviews and Qual-
ity Assurance Group reviews that transport proj-
ects are particularly affected by perverse incentives
against staff undertaking highly beneficial yet
complex projects with valid safeguard damages
related to major resettlement, environmental is-
sues, and the presence of multiple stakeholders.
In addition, there has been a relative neglect of



knowledge dissemination and sector research,
the latter being significantly lower than would be
expected from a sector with such a large project
portfolio.

Because the Bank provides just 2 percent of total
infrastructure spending in developing countries,
it needs to try, wherever possible, to make a dif-
ference by demonstrating new approaches. Typ-
ically this will involve a significant increase in time
and effort, which may mean greater selectivity of
new projects. Although valuable analytical and
advisory assistance has been carried out in several
countries, the effort is spread rather thin, and
awareness of this high-quality work is often not
shared as widely as is warranted. More focus on
such work is clearly required as an input into fu-
ture Country Assistance Strategies (CASs).

Urban Transport, Rural Roads,

and Multimodal Transport

Increasingly Relevant

The composition of the transport portfolio (in
which roads account for nearly 80 percent of
Bank transport commitments) is a cause for
concern, if the sector is to remain relevant. High-
ways will continue to be important, and the level
of support should be customized by Region and
country, but other transport modes and themes
are growing in both importance and relevance. It
will be essential to see transport opportunities
with a multimodal setting of integrated urban
and rural concerns.

Multimodal projects aimed at removing internal
as well as cross-border trade barriers can signifi-
cantly reduce freight costs. They can help im-
prove the affordability of consumer goods and raw
materials for the productive sectors. Linked to this,
more projects of a logistical nature involving rail
and container terminals should be anticipated. The
relevance and impact of multimodal approaches
is likely to increase.

There are also likely payoffs to projects address-
ing complex urban issues, including congestion,
safety, and pollution; projects such as the air qual-
ity management projects in Mexico City and Dhaka
and the assistance to China in developing insti-
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tutions for sustainable urban transport will in-
creasingly be needed. But the number of such
projects financed by the Bank in recent years has
fallen slightly rather than increasing, as one would
expect. A major constraint is lengthy preparation
time, and the lack of support and incentives for
staff to get involved in more intricate projects is
another factor. The Bank’s current restrictions
on subsovereign lending are also affecting de-
mand for urban transport projects.

Issues of greater rural linkages, rural productiv-
ity, and environmental management are likely to
be of growing importance for poverty alleviation.
Recently an indicator was developed to measure
accessibility (important for the Millennium De-
velopment Goals, addressing freedom from
hunger and better health). There now can be a
much more informed debate about the relative
priority of transport improvements when prepar-
ing CASs.

Emerging Challenges

The Bank’s existing transport strategy, with its
focus on sustainability, urban transport, and the en-
couragement of greater private sector involve-
ment, remains broadly valid. But clean, affordable,
and safe transport are important challenges for the
coming decade. Transport has a crucial role in
helping resolve the nexus of issues associated
with energy, land use, urbanization, and climate
change.

Affordability concerns not only the rural and ur-
ban poor, but also freight economy aimed at im-
proving competitiveness and stronger economic
growth. This clearly cuts across all transport modes
and services. Greater emphasis on safety also can
be strongly justified. It is predicted that by 2020
road accidents will become the third-largest con-
tributor to the global burden of mortality and in-
jury. Bank-financed projects have until recently
rarely addressed road safety holistically. A revised
approach involving comprehensive multisector
projects covering education, police, health, pub-
lic works, and other departments is under devel-
opment. Pedestrians and nonmotorized transport
users have been found to be especially vulnerable
in developing urban areas.
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Especially in the larger cities, air quality is a seri-
ous concern as the number of motor vehicles
continues to grow rapidly, worsening the volume
of emissions. Increased support to urban trans-
port will provide opportunities to explore re-
ducing long-term energy demand through traffic
management, traffic pricing, limits on the use of
private automobiles, and greater support for mass
transit systems and public transport in general.
The Bank may make increased use of funding
sources such as the Global Environment Facility,
the United Nations Environment Program, and car-
bon finance initiatives in future years to tackle
some of these important developments.

Yet this evaluation shows that past Bank experience,
with its relatively narrow, albeit successful, pri-
mary focus on roads, will be insufficient to provide
for the Bank’s future response to these emerging
challenges. Transport is developing into a complex
multisectorial business that will require expertise
from many different disciplines. The pace of change
is also accelerating, and the next generation of
projects is expected to have a much more urban
focus. Although the demand for highways will re-
main the core business, it is anticipated that the
Bank’s clients will increasingly seek support for
more complex projects and that this will gradually
lead to a significant redeployment of resources
and a reexamination of priorities. This can be en-
hanced by the recent merging of the Infrastructure
and the Environmentally and Socially Sustainable
Development Networks. The new priorities will
require greater focus and innovation to ensure
continued Bank relevance. A systematic evalua-
tion of the recent experience with multidonor
programmatic lending initiatives such as Sector-
Wide Approaches (SWAps) is expected. In Africa an
evaluation of the outcome of the unique Sub-
Saharan African Transport Policy Program (SSATP)
will also be important to refining future strategy.

Overall, the sector is at a crossroads, where it has
a good window of opportunity to attain a higher
level of relevance and offer a better level of sup-
port to its clients.

Recommendations to Bank Management

e Ensure that the focus of the Bank’s transport
operations goes beyond intercity highways
and gives more attention to issues of growing
urgency, including air pollution, traffic con-
gestion, safety, affordability, and trade. This
could entail a trade-off between a portion of tra-
ditional highway business and the newer, more
complex challenges.

* Prepare a Bank Group transport strategy with
a sixfold emphasis: (i) greater attention to air
and water pollution and realizing environmental
gains; (ii) achieving greater synergies across
relevant sectors—building on the merging of
the Bank’s Environmentally and Socially Sus-
tainable Development and Infrastructure Net-
works; (iii) enhancing knowledge sharing and
analytical and advisory services and their con-
tribution to country strategies; (iv) continuing
to support private sector participation through
close coordination among the Bank, IFC, and
the Multilateral Investment Guarantee Agencys;
(v) increasing attention to governance and cor-
ruption issues; and (vi) redeploying staff and
budget resources accordingly.

¢ Build up the sector’s monitoring and evaluation
efforts and align them with the new strategy, in-
cluding through (i) the development over the
next year of relevant intermediate indicators ap-
plicable to the broad range of projects; (ii) the
launch of an enhanced program of rigorous
impact evaluations for selected programs; (iii)
a comprehensive self-evaluation of the experi-
ence with SWAps within 3 years; and (iv) an in-
dependent evaluation of the SSATP program
within 2 years.



Management Response to
IEG Recommendations

anagement expresses its appreciation to the Independent Evaluation
Group (IEG) for the constructive suggestions put forward in this eval-
uation. Management notes that in general the review is compre-
hensive and presents a well-balanced, thoughtful, and fair picture of sector

achievements.

Introduction

Management notes the overall positive findings
from the review. Among the review’s important
contributions are (a) the appropriate priority and
prominence given to safety and environmental is-
sues; (b) its observation that although the current
Bank sector strategy foundations remain valid
today, they require a measure of adjustment toward
a more sector-interlinked approach, an evolution
that the recent network integration process should
make easier to implement; and (c) its set of rec-
ommendations, notably on the need to redeploy
staffand budget resources in a way commensurate
to the challenges at hand.

Management agrees with the thrust of these
recommendations and actually feels that the re-
view might have gone further. This analysis pro-
vides the basis to be even more explicit about the
future perspectives for the transport business,
while at the same time fleshing out recommen-
dations more specifically—examples are given
below. Management’s specific responses are noted
in the Management Action Record. The com-
ments set out here should not be taken as de-

tracting from the overall appreciation manage-
ment has for the quality and completeness of
the IEG review.

Management Comments

Management would first like to note that the IEG
review is timely, as it provides the backdrop for
the transport strategy update under preparation
(the current strategy dates to 1996). These gen-
eral comments cover a variety of issues where
management thinks the IEG review might have
gone further in strengthening the analysis or cov-
erage and providing more specificity in recom-
mendations, while again acknowledging the
overall quality of the review.

Transport at the Core of the Energy, Ur-
banization, and Climate Change Agendas
and Other Multisector Linkages. The review
rightly highlights the central role of transport in
the nexus of issues associated with energy use,
land use, urbanization, and climate change. The
review, however, might have further developed
the theme of the transport interface with other
sectors and thematic areas, such as gender, social
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inclusion, and health. It might have shown in par-
ticular how much the Bank’s transport work is ac-
tually already moving more into a multisector
business.

Fiscal Space. Although it is briefly mentioned,
management believes that the review might have
further addressed the issue of fiscal space. Fiscal
space issues tend to disproportionately affect
the transport sector in many countries. There
are important questions around fiscal space and
the problem of undermaintenance of transport-
related assets and, ultimately, the potential for
foregone competitiveness, sustainable growth,
and poverty reduction.

Greater Differentiation across Review
Periods. The review could have been more ex-
plicit in differentiating across time periods, based
on the level of corporate attention given to the sec-
tor. Especially during the middle years of the re-
view period, there were mixed corporate signals
on the overall importance of infrastructure, in-
cluding transport, for the Bank Group’s work,
up to the adoption in 2003 of the Infrastructure
Action Plan (World Bank 2003a). Rebuilding skills
and strengthening the lending pipeline under
the Action Plan took some time, especially in Eu-
rope and Central Asia.

Client Perspective. The review is understand-
ably organized around sector accountability within
the World Bank Group. It may have been useful
in the review to put a greater emphasis on un-

derstanding the client demand side of the busi-
ness. In particular, management believes that it
needs to give great weight in strategy development
to what client countries perceive as the key issues
and what they say they need from the Bank within
their transport sector.

Governance and Anticorruption. Manage-
ment thinks the review could have acknowledged
more strongly the lead role taken by transport to
mainstream and innovate on matters of anticor-
ruption. The anticorruption frameworks set up for
transport projects in the Bank’s East Asia and Pa-
cific Region, for instance, were groundbreaking ef-
forts in this area.

Conclusions

Notwithstanding the comments above, manage-
ment finds this review to be a very useful overview
of the Bank’s performance in the transport sector.
It has served as a reference document for the on-
going strategy update and will continue to do so
during strategy implementation. It reinforces man-
agement’s views of the importance of further link-
ing the Bank’s transport work with other relevant
sectors. That interlinkage is key to leveraging the
transport sector’s contribution to helping coun-
tries achieve their Millennium Development Goals.
Strong support from the Bank on transport and
its interlinkages can help enhance global pro-
ductivity as part of partner countries’ strategies to
increase growth and reduce poverty. Manage-
ment’s responses to IEG’s specific recommenda-
tions are given in the Management Action Record.



Management Action Record

MANAGEMENT RESPONSE TO IEG RECOMMENDATIONS

IEG recommendation

Management response

1. Ensure that the focus of the Bank's transport
operations goes beyond intercity highways and gives
more attention to issues of growing urgency, includ-
ing air pollution, traffic congestion, safety, afford-
ability, and trade. This could entail a trade-off between
a portion of the traditional highway business and
newer, more complex challenges.

Management agrees with the recommendation and its implication, which is at the core
of the transport strategy update now being finalized under the title Safe, Clean, and
Affordable Transport for Development. This implies specific enhancements to sector
activities to promote increased road safety and appropriate policy response to linkages
among transport, energy efficiency, vehicle emissions, short-term public health impacts,
and long-term greenhouse gas outcomes, and to overcome physical or service quality
transport bottlenecks to regional and international trade in goods and services. How-
ever, this evolution, already under way, should not be at the expense of support for
high-return and in-demand highway operations.

2. Prepare a Bank Group transport strategy with a six-
fold emphasis:

(i) Paying greater attention to air and water pollution
and realizing environmental gains

(ii) Achieving greater synergies across relevant sec-
tors—building on the merging of the Bank’s Environ-
mentally and Socially Sustainable Development and
Infrastructure Networks

(iii) Enhancing knowledge sharing and analytical and
advisory services and their contribution to country
strategies

(iv) Continuing to support private sector participation
through close coordination among the Bank, the Inter-
national Finance Corporation (IFC), and the Multilat-
eral Investment Guarantee Agency (MIGA)

(v) Increasing attention to governance and corruption
issues

(vi) Redeploying staff and budget resources accordingly.

Management agrees with the recommendation and will address it as follows:

(i) The Transport Strategy Update will spell out the necessity to widen the application
of key environmental issues and mainstream them into the lending portfolio.

(ii) The sector will continue to strengthen coordination between transport profession-
als and other Bank Group units in all relevant areas such as urban planning, rural
development, energy, gender, health and education, private sector participation, trade,
and transport facilitation.

(iii) The Transport Sector Board will encourage concentration of resources to obtain max-
imum impact by a series of Transport Flagship Reports designed to provide policy and
practical guidance while maintaining operational application for development effec-
tiveness. Also, to provide better support to countries preparing poverty-reduction
strategies and Bank country teams preparing Country Assistance Strategies based
on those strategies, the Transport Sector Board will lead the preparation of specific
guidelines on how to address transport sector issues in public expenditure reviews.
And to help scale up urban transport operations, the Transport Sector Board will lead
the production of operational guidelines on how to implement the vision spelled out
in Cities on the Move.

(iv) The update to the sector strategy will reconfirm the continuation of the ongoing
collaboration both within Bank teams and with IFC and MIGA units to make the most
of each entity’s advantage in mobilizing the appropriate private sector skills and
resources in support of sustainable transport development operations.

(v) Special attention will be given to working across infrastructure sectors to reduce
corruption risk in Bank-financed projects, while supporting wider country initiatives to
reduce corruption in the transport sector as a whole, and to producing sector-based
operational guidelines to enhance project resilience to corruption.

(vi) The Environmentally and Socially Sustainable Development Network will lead a
strategic staffing and budget review for transport to make the most of network inte-
gration, taking into account the skills mix needed under the updated strategy and
reflecting operational demand.

(Table continues on next page)
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Management Action Record

(continued)

IEG recommendation

Management response

3. Build up the sector’s monitoring and evaluation
efforts and align them with the new strategy, includ-
ing through:

(i) The development over the next year of relevant
intermediate indicators applicable to the broad range
of projects

(i) The launch of an enhanced program of rigorous
impact evaluations for selected programs

(iii) A comprehensive self-evaluation of the experience
with Sectorwide Approaches (SWAps) within three
years

(iv) An independent overview of the Sub-Saharan
Africa Transport Policy (SSATP) program within two
years.

Management agrees with this recommendation, as progress and accountability in trans-
port and development require more effort to improve measurement of the performance
of transport systems, of the results of Bank-financed transport projects, and of the impact
of alternative transport palicies.

Specifically:

(i) The transport anchor is leading the development of transport results indicators, both
at the sector and project level; these will be implemented acrass projects and subsectors.

(ii) As part of the Development Impact Evaluation Initiative, in collaboration with the
Development Economics Department, the transport sector will pilot impact evaluations
of selected rural transport operations.

(iii) Management agrees and will plan accordingly, because increasing Bank transport
lending made through programmatic approaches is one of the proposed priorities of
the updated transport strategy.

(iv) Management agrees and will plan accordingly in coordination with SSATP donors
and partners.

Management will consider all of its agreed actions complete after the discussion by
Executive Directors of the transport strategy update, the launching of the pilot rural
transport impact evaluations, and the self-evaluation of SWAps. The SSATP program
is a partnership, so management’s commitment is to encourage and support partners
to undertake the recommended action. Management will report on implementation
results in the context of the sectoral component of the planned regular operational results
reports.
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Chairperson’s Summary:

Committee on Development

Effectiveness (CODE)

n February 14, 2007, the Committee on Development Effectiveness

(CODE) met to discuss A Decade of Action in Transport: An Evalu-

ation of World Bank Assistance to the Transport Sector, 1995-2005,
prepared by the Independent Evaluation Group (IEG), and the draft man-
agement response. A statement of the external advisory panel on the IEG re-
port was circulated as a background document.

Summary of the Evaluation Report
Transport projects have accounted for more than
$30 billion of the International Bank for Recon-
struction and Development/International Devel-
opment Association’s commitments during the
past 10 years, with a further $1.9 billion commit-
ment by the International Finance Corporation
(IFC). IEG provided the following recommenda-
tions to Bank management:

* Expand focus of operations beyond intercity
highways and rural roads.

* Prepare a Bank Group transport strategy with
a sixfold emphasis: environmental impact, syn-
ergies across sectors, knowledge sharing and
analysis, private sector role, governance, and
redeploying staff and budget resources.

¢ Build up the sector’s monitoring and evaluation
efforts.

Summary of Draft Management Response
Management agreed with the thrust of IEG rec-
ommendations. Management also felt that the re-
view might have gone even further in some areas
such as the interface with other sectors and the-
matic areas, such as gender, social inclusion, and
health; fiscal space; greater differentiation across
review periods; and client perspective. Many of
these issues are at the core of the update of the
transport strategy that is being finalized under
the title Safe, Clean, and Affordable Transport for
Development.

Overall Conclusions. The Committee mem-
bers commended IEG for a “very useful, timely,
and comprehensive evaluation” [words taken from
the Executive Directors’ written statements|. The
Committee also commended the transport sector
staff for their hard work, and also for the high
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efficacy and developmental relevance of their
efforts. Members appreciated staff comments
on Regional experience in Latin American and
the Caribbean and Africa. There was broad en-
dorsement of the key findings of the review and
management’s proposed actions, including: (1)
expanding work beyond traditional intercity road
construction to address emerging needs; (2) re-
iterating the need for having an integrated Bank
Group (including IFC and the Multilateral Invest-
ment Guarantee Agency [MIGA]) transport strat-
egy with a sixfold emphasis; and (3) reaffirming
stronger monitoring and evaluation. Several speak-
ers also reiterated the importance of listening to
clients and taking into account regional approaches.
The private sector role elicited a wide range of
views. Some speakers would have liked the review
to have covered in more detail the effect of the
merger of the infrastructure and private sector de-
velopment sectors in the mid-1990s that had im-
portant implications for the present.

Next Steps. The IEG findings and CODE dis-
cussion are intended to feed into the ongoing
revision of the Bank’s transport strategy under the
title Safe, Clean, and Affordable Transport for
Development. Management has proposed to
discuss the directions of the transport sector
strategy in the upcoming Sector Strategy Imple-
mentation Update.

The following main issues were raised during the
meeting.

Report Issues. The Committee welcomed the
timely IEG review of the experience in the trans-
port sector in terms of helping the preparation of
the sector strategy update and also in light of the
imminent discussion on World Bank Group strat-
egy and resources. Given the satisfactory per-
formance of transport projects in the last decade,
a member wondered why more investments had
not been made in this sector. He also felt that the
IEG report should have focused on lessons
learned from the merger of the infrastructure
and private sector development sectors, particu-
larly the impact on the infrastructure portfolio.

Focus of Operations. Members endorsed IEG’s
recommendation to expand the focus of opera-

tions beyond intercity road construction and to
give more attention to “emerging needs,” includ-
ing increased sophistication of demands in de-
veloping countries. There is a need to broaden the
core business into different types of transport,
including city subway systems, light railways, and
airports to respond to the specific needs of mainly
middle-income countries. However, members also
noted the continued need for traditional high-
ways and road infrastructure, especially in low-
income countries in Africa. Speakers expressed a
diversity of views on whether the primary focus of
Bank work should be on the economic rate of re-
turn of projects, the cost-effectiveness of the trans-
port mode, or the social dimension of transport
projects (for example, the impact on health or gen-
der). Management noted that economically
meaningful transport projects can also provide
social benefits and opportunities to disadvan-
taged segments of the population. IEG also em-
phasized the importance of road safety, because
the cost of road accidents is a beavy burden on
developing countries.

Country Focus. The importance of listening to
the clients was noted, while considering that so-
lutions suitable for middle-income countries with
existing transport infrastructure may not be as ap-
plicable to low-income countries with weaker ca-
pacities and regulatory frameworks. A member
emphasized the need for an integrated country
approach before adopting different transport
modes; transport is a national development issue
with multisectoral dimensions. In this regard,
members stressed the importance of being con-
sistent with varied Regional and country needs.
Management said that countries’ demands will
be supported depending on the level of transport
development and specific needs at the local and
Regional level. However, the same policy prin-
ciples and ways of assessing economic and so-
cial viability will be followed.

Proposed Strategy

Even though the key elements of the current
transport strategy (sustainability, private sector
development, and urban transport) remain rele-
vant, members generally endorsed IEG’s Bank
Group transport strategy proposal for a sixfold em-
phasis and made the following specific comments:
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* Environmental impact—The current trans-
port projects are more complex because of
environmental impact, including pollution and
energy, but their costs are higher.

* Synergies across sectors—Cross-cutting issues
such as traffic congestion, road safety, afford-
ability, and urban and rural development should
be taken into account in project design.

* Knowledge sharing and analysis—The Bank
should promote more analytical work, research,
and dissemination and document lessons
learned from projects. The public sector has a
role to play in knowledge sharing, including on
safety and environmental and strategic inte-
gration of transport modes.

* Governance—The Bank needs to assist its
clients in strengthening institutional capacity, in-
cluding the use of country systems in transport
projects. In this vein, one member stressed the
importance of national systems’ budgeting for
maintenance of transport infrastructure. Fiscal
space and political economy should be consid-
ered in the design of the transport system (for
example, roads, railways, and subways).

* Role of private sector—There is considerable
scope for increased private sector involvement
in the transport sector. However, the public sec-
tor can play different roles, from investor of
transportation infrastructure to regulator. Also,
consortia or public-private partnerships can
play different roles in approaching social util-
ity, externalities, or market failure. Manage-
ment clarified that transport infrastructure
investment is predominantly supported by the
public sector while transport services are gen-
erally provided by the private sector.

* Redeploying staff and budget resources—Ap-
propriate resources, staff skills, and incentives
should be in place to address the challenges of
implementing the new sector strategy. Sug-
gestions were made on implementation issues
such as the need for assessing available and
needed resources, hiring of local consultants
or academics, and deepening the decentral-
ization of transport sector work.

World Bank Group Strategy. Speakers stressed
the need for having an integrated Bank Group-

wide transport sector strategy capitalizing fully on
the synergies and competencies of different units
within the Bank, IFC, and MIGA. They felt the Bank
should play a lead role assisting countries in the
improvement of the transport sector, including ad-
visory services and technical assistance, while as-
suring country ownership. The potential conflict
of interests for the Bank Group, which offers ad-
vice to the authorities on transportation plan-
ning, but at the same time is also an investor in
transport infrastructure, was raised. Members
also stressed the importance of greater coordi-
nation with international partners in the design,
cofinancing, and supervision of projects. Man-
agement noted that the Bank bas a role to play
in the improvement of project design, includ-
ing issues such as safety or the environment.
Management has also considered partnerships
with other international financial institutions
and donors.

Monitoring and Evaluation Efforts. Mem-
bers concurred with IEG’s recommendation to
strengthen monitoring and evaluation, including
addressing more decisively poverty indicators,
for example, access and affordability; and the de-
velopment of more indicators, for example, to
assess the development impact of improved trans-
port infrastructure and services and a compre-
hensive self-evaluation of programmatic lending
approaches. This will also entail building moni-
toring and evaluation capacity in the Bank and its
clients.

Challenges Ahead

Some members commented on the trade-offs for
refocusing the Bank’s assistance toward the new
challenges identified by IEG. The importance of
considering the impact of climate change and
natural disasters on transport infrastructure was
also noted. Management indicated that the new
strategy will address trade-offs of infrastructure
with social perspective, private sector engage-
ment, environmentally sustainable projects, and
urban development, which are not separate is-
sues of the overall transport policy.

Jiayi Zou, Chairperson
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Statement of the External
Advisory Panel

he members of the external advisory panel appreciate the effort of the

Independent Evaluation Group in preparing this report. Not surpris-

ingly, the report emphasizes that the transport sector is one of the most
important sectors serving national and international development, account-
ing for 5 percent to 6 percent of global gross domestic product (GDP). No sin-
gle United Nations entity deals solely with transport because of its supportive
role to all sectors, so the Bank has assumed a crucial responsibility toward its
member states and has largely met their expectations.

Over the past decade, well over 15 percent of
Bank lending has been allocated to 642 transport
projects or projects, with transport elements ex-
ceeding $30 billion in total lending. Bank com-
mitments for transport and transport-related
projects rank third in importance after the law, jus-
tice, and public administration sector and the so-
cial sector.

The report provides a wealth of concise global in-
formation, well-chosen examples, and useful case
studies, thereby providing firsthand background
for understanding the Bank’s operations and the
effort and views of its transport sector staff. The
findings are transparently provided, conclusions are
well documented, and the recommendations are
soundly formulated. The report, therefore, pro-
vides a solid foundation for Bank management to
develop and adopt new strategies and measures
aimed at achieving present and future global ob-

jectives. It is also of a great value to beneficiary and
donor countries and other stakeholders.

It is regrettable that this is the first evaluation of
the transport sector operations since the Bank
evaluation group was founded in 1973. It would
be appropriate to introduce an intermediate, less-
extensive 5-year follow-up evaluation that can,
together with the individual evaluations of proj-
ects, complement the decade-based studies en-
abling monitoring of Bank operational trends and
outcomes versus the Bank’s medium- and long-
term strategies.

The evaluation adopts a well-structured method-
ology of successive, interactive, and carefully de-
signed and implemented steps. These cover a
literature review, an analysis of the previously
mentioned 642 projects, solicitation of special
thematic studies on road maintenance and road
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funds, a global overview of public-private part-
nerships (PPPs) in transport, a review of a special
transport policy programme in Africa, and infor-
mation extracted from existing impact studies in
Brazil and Morocco and a multilateral study in
Ghana. In addition, interviews were conducted
with Bank transport staff and with stakeholders
(government officials, transport service providers,
and interested parties), and detailed country case
studies were undertaken in Brazil, India, and
Tanzania. Therefore, an admirable geographical
balance between developing countries and con-
tinents has been achieved. Furthermore, the
deliberations and viewpoints of the external ad-
visory panel that arose during the progress of
the evaluation have been duly reflected in the
report.

The report concludes with recommendations de-
rived logically from the findings and the results of
the analysis. The panel supports these recom-
mendations. In addition, however, we would like
to emphasize important issues of particular con-
cern. Some of these are already dealt with in the
report; others are complementary.

* The failure of some projects to fulfill their
objectives and to achieve their institutional and
financial targets during the planned time period
is discouraging and should be avoided. Realis-
tic and attainable project objectives are neces-
sary, regardless of country or Bank aspirations.

* The report shows that monitoring and evalua-
tion are rated “least satisfactory” among the
subobjectives, in the analyses of the outcomes
of the objectives. The panel therefore believes
that it is of vital importance for the Bank and the
transport sector staff to adopt appropriate strate-
gies and to investigate better methods, indica-
tors, and tools (for example, log-frames and
target performance indicators) that are suit-
able for undertaking “results-based” monitoring
and evaluation of projects. These should be
defined during the project preparation phase.

* Bank technical assistance is often unsustainable
in recipient countries; therefore, the related
strategies need to be reassessed and improved.

Country-driven ownership is important to at-
tain and is preferable to the imposition and en-
forcement of “pre-agreement conditions.”

In some cases hired foreign consultants and
Bank staff are unaware of country conditions,
national obligations, and needs. Consequently,
Bank missions can recommend actions or proj-
ects that do not respond to local concerns,
priorities, or immediate requirements. If de-
cision makers of the recipient country are un-
aware of such shortcomings, poorly conceived
projects can get started and move forward,
wasting time and resources. Bank manage-
ment should carefully consider the selection of
mission team members. Local consultants and
academic transport specialists from the re-
cipient country should be professionally con-
tracted, not simply interviewed, as is the
current practice.

Similarly, Bank training sometimes neglects
local context, needs, capabilities, and realities.
It should fully exploit local transport education
expertise in the recipient country wherever
available. If that is not possible, expertise from
neighboring countries or those experiencing
similar conditions should be utilized. Thus,
the provision of realistic initiation, planning, de-
sign, and implementation of training would
be ensured.

The panel strongly supports the reported find-
ings on encouraging the Bank to go for riskier
multi-institutional and/or multisectoral projects
in developing countries, including road safety,
urban transport, and rural transport projects:

(a) More than 3,000 deaths result daily from
road accidents. Low- and middle-income
countries account for 85 percent of such
deaths and 90 percent of injuries (1 per-
cent to 2 percent of GDP), and Bank proj-
ects with road safety components show
mixed results to date, with outcomes often
unsustainable. Hence, we call for a more
thorough assessment of these projects,
analyzing shortcomings, investigating the
best methodology, and adopting a new



strategy, including the more cohesive multi-
disciplinary approach mentioned in the
report.

(b) Given that the number of cities with a
population of more than 1 million in de-
veloping countries is expected to increase
from 268 to 358 between 2000 and 2015,
we encourage more urban transport proj-
ects with a strong emphasis on the allevi-
ation of the causes of the transport
problem rather than just combating the
symptoms, as has been the case in many
previous projects. City governance under
conditions of urban sprawl might be ad-
dressed to improve institutions and re-
form regulations; loans can be used to
leverage these changes.

(c) Many citizens of developing countries are
rural poor, often with low or almost no ac-
cess to transport; transport of agricultural
products to markets is extremely difficult.
Poverty alleviation, a key objective of the
development agenda, can only be achieved
if rural poverty is reduced, transport being
an important catalyst. We therefore back
more emphasis on sustainable rural trans-
port projects.

* With the reported massive lending for intercity

highways infrastructure in the past decade (73
percent of Bank commitments to transport)
and in appreciation of the report’s clear rec-
ommendation to shift the focus of transport op-
erations toward environmental and safety
concerns, the panel supports more lending in
the next decade for projects that tackle global
warming and rising energy costs (for exam-
ple, land use/transport planning, restraining car
use and reducing distance traveled, encour-
aging modal shifts to environmentally friendly
modes, and so forth). This is in addition to in-
cluding environmental concern in all projects;
capabilities and obligations of developing coun-
tries should not be ignored.

In several places the report refers to nonmo-
torized transport (NMT), pointing out its im-

STATEMENT OF THE EXTERNAL ADVISORY PANEL

portance to the poor in urban and rural areas
of developing countries and its considerable
share of total daily movements. It also em-
phasizes the inferior conditions of NMT facil-
ities in many countries and the few Bank-related
projects. We appreciate this finding and urge
that the Bank fund more NMT projects, point-
ing out the problem of lack of sponsors to fi-
nance “outside the government budget”
because of the lack of or very low revenue-
generation nature of such projects. However,
pedestrians and cyclists are also taxpayers. The
Bank and its clients should identify new sup-
portive instruments and develop more sus-
tainable NMT strategies, capitalizing on its
environmentally friendly nature and its sound
economic and health effects on individuals
and families, compared with the motorized
modes. Support of concerned international
agencies (for example, Global Environment
Facility, the United Nations Environment Pro-
gramme, and so forth) should be sought.

* We clearly back the report’s strategic call for ad-

equate staffing of the transport sector; the
panel certainly supports including more mem-
bers with long experience as well as young
professionals. This ensures a smooth transi-
tion of experience, sustainable quality (inno-
vation) and quantity of projects, and knowledge
dissemination to clients’ staff during imple-
mentation of projects; lack of the latter is a
shortcoming of inadequate staffing indicated in
the transport sector staff interviews.

It is disappointing for the panel and the world
transport community, particularly but not lim-
ited to researchers, to see few publications
and research done on Bank project outcomes,
data, and knowledge-base. Compared with the
huge extent of Bank lending and the number
of projects in the past decade, the share of
transport sector research papers, reports, and
publications is just 4.3 percent of the Bank
total. It is self-evident that the world will expect
much more in the coming decade.

* A country-specific approach to projects is im-

portant, because not all conditions prevail and

XXX
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not all rules are applicable in all countries. This
is vital for success and for reaching practical re-
sults. For example, metros should only be ap-
plicable for megacities, all-weather rural roads
only in countries with variable climates, and in-
stallation of certain types of information tech-
nology services linked to country technological
capabilities only to ensure sustainability (main-
tenance and/or upgrade). History; size; pre-
vailing circumstances and problems; past and
expected future development stages; economic,
social, and political obligations; the level and na-
ture of bureaucracy; current applied regula-
tions; and institutional performance and the
national culture of the public administration all
dictate this approach.

* We strongly support the Bank’s approach to en-

couraging private participation and removing
obstacles to achieve successful PPPs in the
transport sector in developing countries and
transition economies. This is particularly im-
portant for roads and road maintenance, ports,
and airports. It can also be applied in some el-
ements of railways (train operations, track, and
maintenance) and particularly encouraged in in-
land navigation, urban public transport, and
some traffic management projects. The lessons
of the success of road funds and previous global
experience with PPPs in transport are excel-
lently discussed and analyzed in the report and
very much appreciated by the panel. We urge
member countries and Bank staff to benefit
from the useful lessons presented, taking the
local context of each country into account with
emphases on the required prerequisites for
the success of PPPs.

¢ Asreported, when road infrastructure is poorly

maintained, the public pays heavily through
higher vehicle-operating costs, accidents, loss
of travel time, and reduced accessibility to
jobs, among other results. However, decision
makers in developing countries do not neces-
sarily think in terms of long-term economic
benefits. They are rather often engaged in

emergency financing, and the governments
frequently lack liquidity for other urgent ser-
vices. The Bank certainly realizes this fact, and
we encourage new endeavors to promote par-
ticipation of the private sector in maintaining
roads and other transport assets. This simi-
larly applies to the operation and maintenance
of urban public transport.

The fight against corruption is also very im-
portant. We admire the Bank’s continuous ef-
fort and invite even greater accomplishments
in this respect in the future.

The panel supports sustaining previous at-
tempts to achieve a balanced allocation of
Bank lending by mode, country, and Region,
thereby serving the balanced development
cause.

The panel acknowledges the Bank’s effort to
cooperate with other international funding
agencies, as reported, and calls for making
such connections closer and more pragmatic
and widening them, moreover, to include re-
gional agencies and transport professional
institutions.

Finally, we add to the existing report recom-
mendations directed to Bank management a
further two-tier recommendation directed to
beneficiary countries—they should benefit
from the report contents and findings and also
upgrade the know-how and communication
skills of their executive and technical staff for
better utilization of the capabilities and knowl-
edge of the Bank’s missions. This will encour-
age negotiating sound and successful projects
with attainable objectives and sustainable out-
comes. Local universities’ transport academics
and the World Bank Institute have a key joint
role to play.

We acknowledge that we have been associated
with this valuable study and appreciate learning
much from our participation.
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Study Rationale, Objectives,
and Organization

ransport is crucial for economic growth and trade, which are highly de-

pendent on the conveyance of both people and goods. Virtually no pro-

duction can take place unless inputs such as raw materials, labor, and
fuel can be moved from different locations; neither can manufactured prod-
ucts be delivered to consumers, nor a wide variety of services carried out.

Transport is estimated to make a contribution of
between 5 percent and 6 percent of gross do-
mestic product (GDP).! It is therefore not sur-
prising that transport projects have accounted
for as much as $30 billion of the International
Bank for Reconstruction and Development’s/
International Development Association’s (IBRD/
IDA)commitments during the past 10 years, with
a further $1.9 billion committed by the Interna-
tional Finance Corporation (IFC).?

Role and Nature of Transport

Reductions in transport costs enable specialization
and economies of scale; they can also stimulate
trade and production and help to extend markets.
Similarly, improvements in urban transport have
been shown to enhance urban labor market effi-
ciency and enable changes in the scale and form
of urban agglomerations. All these linkages have
been confirmed by extensive empirical evidence
and show a positive correlation between transport
investment and economic outputs.’?

But transport is entering a different paradigm.
The solutions that were successful in the past may

no longer be so applicable
in the future as the world
becomes more complex
with sometimes compet-
ing forces. Those forces
come from rapidly expand-
ing and urbanizing popula-
tions, trade globalization,
new technologies, and more integrated approaches
to resolving intricate, multisector problems.

The Bank Group
committed nearly
$32 billion for transport
projects during
1996-2000.

The products and markets of the transport in-

dustry are complex and diverse, and each trans-

port mode has distinctive characteristics. The

main modes are road transport, maritime and in-

land waterway transport, aviation, mass transit

systems, railways, and a va-

riety of informal means. Transport services and
Most modes provide for infrastructure are

both freight and passenger ,
8 PaSSENS complex and diverse.
conveyance. A basic dis-

tinction is drawn between

transport services rendered directly to the users
and transport infrastructure used by transport ser-
vice providers. Many transport services found in



Transport provides a bigh
level of indirect support
to poverty reduction.

Some facets of transport
distinguish it from the
other infrastructure
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both industrial and developing countries are pri-
vately owned and operated, but privately owned
infrastructure is significantly less common. The
roles of and interrelationships between the pub-
lic and private sectors in transport and the sus-
tainability of transport systems and infrastructure
are pivotal to successful development.

Transport requirements also vary with the density
of population (urban and rural), the distribution
of wealth among a country’s inhabitants, and the
need to facilitate more efficient movements across
international boundaries. In the city and the rural
village alike, the basic problems are accessibility
and affordability. In both cases the poor are often
neglected because they cannot pay for services,
so governments with scarce resources have to
make difficult choices.

The effects of transport
on poverty reduction are
not well understood, but
growing evidence links
transport investment to
the improved well-being of the poor.* Research in
rural Bangladesh, China, India, and Indonesia, for
example, has shown that the greatest returns for
agricultural productivity and poverty reduction
often result from investments in roads. In Mo-
rocco, socioeconomic surveys have demonstrated
that the provision of all-weather roads has im-
proved the quality of education, because improved
access makes it possible to recruit and retain qual-
ified teachers. Transport provides poor people
with the ability to participate better in development
opportunities. Improved rural roads, in particular,
enhance access to markets, jobs, schools, social ser-
vices, and health facilities. Currently some 1.2 bil-
lion of the world’s poor lack access to an
all-weather road.

Improvements in accessi-
bility for the urban poor
have similarly been shown
to have a marked effect
on their access to job op-
portunities and on the
quality of life of low-income city residents. It is pre-
dicted that in a few years half of the developing

sectors.

world’s population will live in cities that as yet do
not have transport systems that can cope with
the expected influx of people.

Many transport sector issues are shared with the
other economic infrastructure sectors, such as
energy and water. But transport, and especially
transport infrastructure, has a number of distin-
guishing features that bear directly on the relative
roles of government and the private sector in
their development and management. Notable dif-
ferences include the following:

* At both national and local levels, transport
infrastructure interrelates closely with land
use and has a large impact on the physical
structuring of the overall economy and its
inclusiveness. These are areas of preeminent
government responsibility that usually require
proactive planning, in addition to appropriate
pricing and taxation policies.

e Transport activity, especially in roads, has sig-
nificant negative external effects (particularly
congestion, air and noise pollution, and acci-
dents), which have proved much more difficult
to reflect directly in pricing structures than
externalities generated in other sectors. This
means that government interventions are often
needed to improve resource allocation.

e Transport infrastructures tend to have partic-
ularly long lives if efficiently maintained, so
the economic priority of investing in them de-
pends to a great extent on uncertain predic-
tions of demand in the far future, and capital
charges often account for a higher share of
the overall costs of service delivery than for the
other infrastructure sectors. This means that
government absorption of some risks may be
necessary to realize investments that are con-
ducive to a desirable physical structuring of the
country’s territory and economy.

e Transport services are also nonstorable and
are highly time and route specific. For these rea-
sons, the difficulties of achieving economically
efficient pricing structures require that costs
sometimes be recovered from within the sec-
tor only by use of cross-subsidies and that
some services may need to be subsidized from
outside the sector. The great diversity of trans-



port services, and the need for them nonethe-
less to interlink in manners specific to time and
place, also means that special attention often
has to be given to coordination among enter-
prises and agencies operating in the different
modes.

Evaluation Rationale, Objectives,

and Organization

This evaluation responds to interest from the
Bank’s Board of Executive Directors regarding
both the impact of the private sector on infra-
structure and the role of infrastructure in support
of the Millennium Development Goals (MDGs).
It complements infrastructure reviews already
completed by the Independent Evaluation Group
(IEG) in the water, electric power, urban, and
telecommunication sectors.

The pillars of the current Bank transport strategy
define the four main areas that are the primary
focus for this evaluation:

* The extent to which client countries have de-
veloped competitive markets in transport and
rethought the respective roles of the private
and public sectors in transport supply.

* The extent to which transport projects and
strategies in member countries are sustain-
able. This is meant not just in terms of the
preservation of physical assets and the ability
to address environmental matters, but the
whole supporting edifice of an appropriate
regulatory and policy framework, sound gov-
ernance, and an adequate institutional capac-
ity, including an appropriate organizational
structure and sufficiently trained personnel.

* The degree to which transport assistance has
been able to contribute to poverty reduction
in both rural and urban contexts.

¢ Fourth, based on lessons learned and taking
into account the availability and adequacy of
resources in the sector, an assessment of
the readiness of the Bank transport network to
respond to the emerging global challenges it
has identified.

The review has eight chapters. Chapter 2 dis-
cusses global trends, Bank strategy, and sector

STUDY RATIONALE, OBJECTIVES, AND ORGANIZATION

outcomes. Chapter 3 ana-
lyzes the transport portfolio,
including performance by
mode and by Region. It con-
cludes with a discussion of
Regional donor cooperation and an assessment
of nonlending assistance. Chapter 4 is devoted to
the Bank’s role in promoting private sector par-
ticipation in transport, and chapter 5 focuses on
sustainability, institutional development, and en-
vironmental protection. Chapter 6 reviews the
contribution of transport to poverty reduction,
and chapter 7 examines process, resource, and
performance issues pertaining to the transport
network. The final chapter presents the main
findings, lessons, and challenges this sector is
likely to face in the future, as well as the study’s
recommendations.

Evaluation Method

This study is the first major and comprehensive
IEG evaluation of the transport sector; in the past
only subsectors such as urban transport, railways,
and ports have been reviewed. The period covered
by the review is July 1995 to
June 2006. During this time
there were 642 projects with
transport components in the
portfolio. Of these, 335 have
closed and 284° have been
evaluated by IEG. This ex-
tensive customized database covering all transport
modes provided the foundation for an analysis of
how the projects performed, their outcomes, and
what lessons have been learned.

sector.

A number of instruments were used to conduct
this review (further details are in appendix A):

* Literature review: Covering published docu-
ments on transport issues relating to devel-
oping countries, complemented by a review of
Bank nonlending transport activities

* Portfolio review: 642 projects examined

* Analysis of existing evaluations: 57 Country
Assistance Evaluations (CAESs); 254 reviews of
Implementation Completion Reports (ICRs);
74 Project Performance Assessment Reports

Transport services are
not storable and are
time and route specific.

This study is the first
comprebensive IEG
review of the transport
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(PPARSs) covering 41 countries, of which 20
were specifically selected during the study de-
sign for inclusion to ensure a balanced geo-
graphic and modal coverage

* Special thematic studies: Road maintenance

and road funds, a global overview of public-
private sector balance in transport, and a review
of a special transport program in Africa. Infor-
mation was also extracted from existing impact
studies in Brazil and Morocco and a multilat-
eral study in Ghana.

* Stakeholder interviews and Bank staff inter-

views: One-third of the Bank’s transport net-
work staff—representative of both headquarters
and country offices—was interviewed. Stake-
holders interviewed included government of-
ficials, providers of transport services, and
interested parties, such as consultants, user
groups, and academics.

Country case studies: In-depth analysis of
transport activities and stakeholder opinions
in Brazil, India, and Tanzania.









Global Trends, Bank Strategy,

and Sector Outcomes

lobalization, and especially international trade liberalization, has
greatly stimulated investment in the transport sector. East Asian

economies in particular have been growing at over 7 percent annu-
ally for the past 15 years. Accompanying this growth has been a commensu-
rate increase in the demand for transport infrastructure and services.

Global Transport: Trends and Issues
Global competition has intensified the need for
efficiency in transport and logistics systems in
the delivery chain, from the point of manufacture
to delivery to the customer. The challenge for
transport providers is to meet future capacity
needs and further develop technology to achieve
greater efficiency and lower costs. As oil prices
have risen, transport has increasingly become
the biggest cost factor in the final amount the con-
sumers pay.

International Coordination

Because transport is supportive rather than directly
productive, it is inevitably integrated into the
strategic frameworks of other sectors. This is why,
unlike in many other sectors, there is no single
United Nations (UN) entity responsible for pro-
moting and coordinating transport issues, al-
though there are some valuable international
initiatives that have established cross-cutting global
strategies on specific transport-related subjects.
Good pioneering efforts include studies by the
United Nations Conference on Trade and Devel-

opment on international Eﬁ‘icient transport is

transport problems fac-
ing landlocked countries,
the report on prevention
of road traffic injuries by
the World Health Organization (WHO), the Global
Facilitation Partnership for Transportation and
Trade, and the International Civil Aviation Orga-
nization (ICAO) on air safety and security.!

vital for trade
globalization.

Transport features indirectly in many other strate-
gic areas, including air pollution and HIV/AIDS pre-
vention. Predictably, it is

an important component 7rgn. sport is an
in both rural and urban
development programs.

Poverty Reduction

The UN Millennium Declaration, the cornerstone
of the world’s current development agenda, does
not specifically feature transport in its 2015
MDGs—goals that include freedom from hunger,
universal primary education, gender equality, re-
duced child mortality, improved maternal health,

enabling element for
achieving the MDGs.
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Privately run transport

control of disease, and environmental sustain-
ability. Transport does, however, provide acces-
sibility both for rural villagers and urban slum
dwellers and is a vital enabling element of achiev-
ing many of the MDGs.

The absence of adequate transport can ensure that
the poorest people remain in poverty. This is a crit-
ical issue when half the world’s population lives
on less than two dollars a day and a fifth survives
on a dollar a day or less.

Transport Efficiency

According to studies undertaken by the UN Con-
ference on Trade and Development (USAID 2001),
11.5 percent of the total value of imports to Africa
is related to transport costs. The equivalent per-
centage for Asia is 7.2 percent and North Amer-
ica, 6.7 percent. On the export side, for many
countries in Sub-Saharan Africa, at least 20 percent
of the export costs are directly attributable to
transport. For landlocked countries such as Malawi,
the figure can be as high as 55 percent.

This very seriously weakens the terms of trade for
such countries. Transport inefficiencies can also
exacerbate the impact of distance. For instance,
it can cost three times more and take five times
longer to move a container
500 kilometers (km) inland

services are widespread in China than it does in the
and usual[y successful. United States. Economies of
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scale are becoming increas-
ingly important and have resulted in the estab-
lishment of huge transport hubs, where high
productivity can reduce costs dramatically.

Private Sector Involvement

Privately run transport services are widespread and
usually successful. Optimism was high in the early
1990s that the private sector could also assume
a much larger part of the responsibility for trans-
port infrastructure. But market expectations, es-
pecially in developing countries, turned out to be
far too ambitious, and after a dramatic decline in
the late 1990s recovery only became evident in
2005. Nevertheless, despite a few highly publicized
failures, successful private concessions have been
established in all modes of transport.

In developing countries transport concessions
are most common in middle-income countries,
such as Argentina, Brazil, China, Mexico, South
Africa, and Turkey. In these countries the volumes
of traffic, particularly for toll roads, are more at-
tractive and there is sufficient public sector capacity
to engage with potential private sector conces-
sionaires. Despite this progress, for the foresee-
able future, the public sector will undoubtedly
remain the largest owner and operator of basic
transport infrastructure, partly because the trans-
port sector—especially roads—manifests public
good characteristics and partly because of grow-
ing concerns about safety and security issues.

Infrastructure Sustainability

Alack of capacity to preserve infrastructure assets
after construction is a problem confined mostly to
developing countries. Inadequate maintenance
budgets in the face of widespread poverty, as well
as lack of skills and political instability, have all con-
tributed to concerns about the adequacy of asset
preservation, especially in the more fragile coun-
tries. Positive results have been achieved through
introducing a degree of management autonomy,
better assurance of funding, greater public partici-
pation and more involvement by the private sector.

Transport Sector Growth

In the transport sector, the motor industry has
reached maturity in the markets of North Amer-
ica, Europe, and Japan. Globally, however, it is
poised for huge expansion with the motorization
of China and India. Within a few years China will
replace Japan as the second-largest national mar-
ket after the United States, and over the next
20 years more cars may be built than in the entire
110-year history of the industry (Economist 2005).

Similar expansion is expected in the aviation and
maritime industries; only in railways is growth
likely to be slower. Especially in the developing
world, urban growth is surging, and the number
of cities with more than 1 million inhabitants is on
track to increase from 268 in 2000 to 358 by 2015
(UN Habitat 2001). Although some recent ad-
vances in technology, such as telecommuting;
electronic pricing; and improved vehicle, fuel,
and engine efficiency may to some extent impinge
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on likely future scenarios for the industrial coun-
tries, for most of the world’s inhabitants, such de-
velopments may have only peripheral relevance in
the short to medium term.

Environmental Issues

We now live in a global community. Not only
poverty, but air pollution, transmission of dis-
eases (including HIV/AIDS), and safety and security
all have important transport aspects. Reducing the
negative impacts of transport activities needs an
integrated international approach involving mul-
tiple sectors. If the transport challenges for the
next decade are to be met, then environmental
issues and sustainable development must be more
prominent in the design of future transport proj-
ects. For cities in developing countries, some
experts (Gwilliam 2005) are calling for more imag-
inatively designed public transport projects that
will be more creative in the structuring of pas-
senger fares, better complement land use policies
that assist the poor, and combat traffic congestion
through the supply of cost-effective solutions
such as bus rapid transit systems, parking strate-
gies, and road pricing schemes.

Foundations and Relevance of the Bank's
Current Transport Strategy

The existing Bank transport strategy has evolved
from the accumulation of considerable experience
over a long period.? The only formal sector strat-
egy paper produced by the Bank on transport,
however, is Sustainable Transport: Sector Review
and Lessons of Experience (World Bank 1996, and
as updated in Sector Strategy Implementation Up-
dates [SSIUs]). Three widely distributed reports,
however, have played a role in shaping the current
Bank strategy: the World Development Report: In-
[frastructure for Development (World Bank 1994b),
Sustainable Transport: Priorities for Policy Re-
Jorm (World Bank 1996), and Cities on the Move
(World Bank 2002a). A fourth report on safe, clean,
and affordable transport for development is in the
consultation stage. It is intended that this document
provide a formal basis for an update of the Bank’s
1996 strategy paper for the period 2007-15.

The essence of the latest thinking is that virtually
all the arguments that formed the basis of previ-

ous documents remain
valid, but today several is-
sues need much greater
emphasis—a view this eval-
uation confirms. Finally, an
infrastructure action plan
from 2003 is also important and relevant because
it launched a scale-up of Bank infrastructure in-
vestment, including transport. Each of these doc-
uments is now briefly considered.

World Development Report 1994

In the early 1990s there was growing support for
the notion of greater participation by the private
sector in the provision of infrastructure. This
stance was encouraged by arguments questioning
infrastructure’s inherent natural monopoly struc-
tures. For example, the theory of contestable
markets was influential in airline deregulation.
Gomez-Ibanez and Meyer (1993) reported that pri-
vatization in transport on balance seemed to have
been more beneficial than not but was not a
panacea. The privatization solution, among other
things, depended on the competitiveness of the
markets served and the extent to which efficiency
gains could be realized.

The Bank’s 1994 World De-
velopment Report (WDR)
was the seminal document
propelling the Bank toward
the greater use of the
private sector in infra-
structure. It concluded that many devel-
oping countries would benefit through
economic growth and poverty reduction if
incentives to providers were clarified and
strengthened. This could be achieved by giving
management more autonomy and focusing ac-
countability on service to customers; by structur-
ing the sectors and relevant regulation in a manner
to promote effective competition; and by giving
users and other stakeholders more voice and re-
sponsibility in planning and

regulatory arrangements.  Private sector

involvement varies in
intensity from one
sector for the direct provi- country to anothber.

Increased reliance would
be placed on the private

The motor industry is
poised for strong growth,
which beightens environ-
mental concerns.

The 1994 WDR propelled
the Bank toward greater
use of the private sector
in infrastructure.
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substantial changes in
government’s role. the role of government

sion of infrastructure and services (including trans-
port). Services would benefit from the positive ex-
periences in a number of countries in the industrial
and developing world alike. Governments would
concentrate on creating and maintaining legal
and regulatory frameworks to attract private
providers. At the same time, they would safeguard
the interests of the poor, improve environmental
conditions, and coordinate cross-sector interac-
tions. In urging consideration of increased re-
liance on private sector providers, the WDR also
recognized that private involvement would in-
evitably grow at substantially different rates in dif-
ferent countries. Those rates depend on private
capacities, the ability of government to provide an
appropriate regulatory framework, the perfor-
mance of public sector providers, and political
consensus in favor of private provision.

Sustainable Transport

The ideas in the WDR were expanded on in the con-
text of the Bank’s 1996 Sustainable Transport
paper, which found that the dominance of the pub-
lic sector in the operation of transport services had
in some cases resulted in adverse effects. Those in-
cluded high costs, lack of flexibility in service pro-
vision, and assets not being properly maintained.

Sustainable Transport To redress these shortcom-

encourage d ings the report advocated
the Bank to encourage

substantial changes in

in transport, reducing its function as a sup-
plier but increasing its function as a regu-
lator. It recognized that governments need to
create a proper institutional framework for com-
petition, set economically efficient charges for the
use of publicly owned transport infrastructure,
and increase community participation in decision
making. The theme of “sustainability” was com-
prehensive and intended to include economic, fi-
nancial, environmental, and social sustainability.

Cities on the Move Cities on the Move
focused attention on
transport modes in

A few years later, a Bank
urban transport strategy re-
view entitled Cities on the
urban areas. Move (2002a) concentrated

on the social exclusion aspects associated with
urban inaccessibility. Its objectives were to de-
velop a better understanding of urban
transport problems and to articulate a
strategic framework that could be applied
in developing countries. The report recognized
that urban growth increases transport costs:
“Economies of agglomeration generate the growth
of cities. As cities grow and become richer, vehi-
cle ownership and use grow more rapidly than the
available road space, resulting in increased con-
gestion and traffic-generated air pollution.”

The report also observed that the number of
megacities—cities with more than 10 million in-
habitants—is expected to double within a gen-
eration. It recognized that increased use of private
vehicles in cities is contributing to falling demand
for public transport and a subsequent decline in
service levels. Sprawling conurbations have made
the journey to work excessively long and costly
for many of the poorest people, while pedestri-
ans and nonmotorized transport continue to be
inadequately served. The paper concluded that
transport provision can play an important role in
social safety nets.

Changes in Poverty-Reduction Strategies
During the mid-1990s, the prevailing view inside
the Bank was that the rapid growth in the volume
of private infrastructure investments would con-
tinue unabated. At that time there was also in-
creasing concern about the Bank’s public image,
following potentially damaging opposition by sec-
tions of civil society to a handful of large but high-
profile infrastructure schemes. This undoubtedly
accelerated a strategic shift in the Bank’s focus,
from infrastructure to the public administration
and the social sectors (figure 2.1).3

The shift also reflected a growing view that there
should be a more direct focus on poverty reduc-
tion, given the neglect of the social areas dis-
cussed in the context of the IDA Replenishment
Agreements and of the Highly Indebted Poor
Countries Initiative. Spending on infrastructure
was further dampened by the Asian financial cri-
sis, which had a global knock-on effect for many
developing countries. From 1998 to 2002 the
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Figure 2.1: Trends in IBRD/IDA Lending by Major Sector Groups, 1991-2004
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Bank cut back its infrastructure lending from $9
billion to about $5 billion per year; at 30 percent
of total Bank lending this was an all-time low.

Year

= === Industry and trade
= = |nformation and communication technology
= === Agriculture

ture spending. Itlaunched - A combination of
factors, including greater

an infrastructure action
plan to reassess and ac-

Transport lending by IBRD and IDA peaked in  celerate its infrastructure @ttention to poverty
fiscal 1997 at an annual average of almost $4.0 bil-  lending program. This plan 7ed. u(;tion’ reduced

lion before falling off sharply to $1.7 billion by fis-  included anticipating client attention on transport

cal 2000.

By 2002 it had become clear that the reduction of
infrastructure lending was a cause for concern.
There was general concurrence that for devel-
oping countries total infrastructure investment
should be in the region of 5.5 percent of GDE, but
it was reported that only 3.5 percent was actually
being realized. Representatives of some large de-
veloping countries expressed dismay that invest-
ments in intercity highways in particular were
lagging behind. Private sector investment in in-
frastructure had peaked globally at about $110 bil-
lion in the late 1990s before declining to around
$58 billion in 2002. At the same time, there was
recognition of the links among infrastructure ser-
vice provision, increased economic growth, and
the reduction of poverty as expressed in a num-
ber of contexts, including the MDGs.

The World Bank Group acknowledged that re-
versing this trend required scaling-up infrastruc-

demand for infrastructure,
rebuilding the knowledge
base, and creating new [late 1990s.

lines of business and in-

struments to meet emerging client needs. Figure
2.1 shows how transport commitments by IBRD/
IDA fluctuated immediately before and during
the study period and illustrates the trends de-
scribed in this section.

By the end of fiscal 2004 transport commitments
at $3.7 billion had returned almost to the nomi-
nal level experienced in fiscal 1997. Roads and
highways continued to dominate the new portfolio.

Update of Sector Priorities

The Bank’s Transport Sector Board is currently
updating sector priorities for the period 2007-15
in a draft document. This draft recognizes that
the world’s thinking on economic development
has moved on and that initiatives such as the

and infrastructure in the
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infrastructure was

Recognizing MDGs are now central to the
development debate. While the
Jundamental pillars of the

linked to grOWtb and Bank transport strategy
poverty reduction, the remain valid, the draft calls

attention back to the
transport sector in tional trade, the environ-

Bank sh l'ft ed its Jor additional empbasis

on issues related to pov-
erty reduction, interna-

2002. ment (especially in cities),
and safety.

In four of the MDG goals, health and environ-
mental sustainability are crucial issues. In these
areas transport can contribute strongly by reducing
road traffic accidents, controlling vehicle emis-
sions, and taking measures to restrict the trans-
mission of disease where transport has a role.

Making transport more affordable is a major chal-
lenge; not only can high transport costs discour-
age trade and economic growth, but they can
also reinforce the economic and social exclusion
of the poorest people, both in the rural and urban
contexts. Although these policy issues are not
new, until recently they have not been accorded
top priority or applied in a sufficiently meaning-
ful number of projects.

This review thus looks for evidence as to how
these issues have been addressed during the past
10 years and suggests how the

Increased Bank can learn from its experi-

involvement ence in changing its strategic
emphasis. Recently the Bank

of the private sector
in transport improves
accountability and
efficiency, but the
extent of investment
bas been
disappointing.

Environmentally and Socially
Sustainable Development Net-
work (ESSD) was combined
with the Infrastructure Net-
work. The purpose of consoli-
dating these two networks is to
mainstream environmental is-
sues, improve synergies, better
integrate core operations, and
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strengthen the focus on sustainability. Some of the
lessons of experience described in this evaluation
may assist the deliberations emanating from this
new alignment.

Sector Qutcomes

Encouraging Competitive Markets/Assisting in
Balancing the Roles of the Public and Private
Sectors

At the broadest level there is little doubt that the
WDR was correct in noting that increased in-
volvement of the private sector in transport would
improve accountability and efficiency. That claim
has proved to be substantially correct in most
Bank projects evaluated. Despite a few failures, ac-
cording to the extensive background paper pre-
pared on this matter, the vast majority of project
outcomes worldwide have also been positive. Ef-
ficiency and service indicators have typically shown
sustained improvement following the introduction
of private participation, while many projects have
helped establish the regulatory frameworks nec-
essary to safeguard the public from the abuse of
monopoly power and to ensure compliance with
safety and other issues of public concern.

However, the extent of investment by the private
sector in transport infrastructure has been dis-
appointing. In the early 1990s there were expec-
tations that the private sector would play a
substantial role in the provision of such infra-
structure. Indeed, investment in developing coun-
tries did show early growth, but it peaked in 1997
at $18.4 billion (figure 2.2).

In 2002 it then collapsed to $2.9 billion as better
opportunities for scarce funds were perceived
during a period of financial instability. Financial re-
turns on transport projects were seen as being
very long term and therefore risky. Confidence has
been restored just recently, with $16.2 billion
committed in 2005. The Bank erred in reducing
commitments to transport infrastructure so se-
verely in the late 1990s, despite the warnings in
the Sustainable Transport paper that filling the
gap through private sector funding was unlikely
to succeed.

Increased private sector involvement in transport
infrastructure concessions has had positive effects
on both technical and allocative efficiency. Here
the Bank has played a modest role in supporting
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Figure 2.2: Private Sector Investment in Transport Projects in Developing Countries,

1990-2005
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toll-road concessions; it has played a more sub-  services that are not fi- The Bank bas bhad
stantial role in railway restructuring in Latin Amer-  nancially viable but that
ica (especially Brazil) and in support of railways are deemed to be in the ]
transitioning from command to market economies ~ public interest and that Sreater private sector
in Eastern Europe and Central Asia. The Bank they do not interfere in jnwvolvement in roads.

successes encouraging

Group has also given substantial support to pri-
vatization of ports and waterways projects and
more recently to aviation projects.

Helping Clients Achieve Sustainable
Management of the Sector

The Bank’s main contribution to the road sub-
sector has been through the encouragement of
private sector involvement in road and mainte-
nance management. It has had some success in
improving road department accountability, often
by establishing road agencies and road funds and
contracting out to the private sector—not only
construction and rehabilitation, but also routine
maintenance, design, and general supervision.
Transparently competitive tendering of works
against performance-based specifications has
been a significant step forward.

For the other transport subsectors, sustainability
has been less of an issue, because after the in-
troduction of private sector business principles
and appropriate financial models, far fewer prob-
lems have ensued. This situation assumes that gov-
ernments meet their obligations for subsidizing

labor issues.

For urban transport there has been growing recog-
nition of the need for integrated efforts between
public sector officials responsible for road infra-
structure, traffic flow, and parking regulations
and the increasing number of private bus com-
panies, with interdependent performance targets
jointly set. A key issue is whether the Bank has sup-
ported enough projects of this nature.

Supporting Transport Projects Contributing

to Poverty Reduction

Many transport projects indirectly support
poverty reduction, but the linkages are frequently
difficult to measure. The most important con-
tribution of increased private participation in
reducing poverty is through its effect on the ef-
ficiency and costs of transport and consequently
on the competitiveness of other sectors and on
general economic growth.

Such effects often have a Many transportprojects

stronger distributive dimen-
sion in the transport sector

indirectly support
than in other infrastructure  poverty reduction.
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sectors because of transport’s special role in the
geographical spread of development. In the lit-
erature review, however, no substantial evidence
of serious negative impacts on poor people re-
sulting from transport privatization actions has
emerged.

The distributional impact of transport projects is
relatively underresearched, but there is evidence
from, for example, the rural road impact study in
Morocco (appendix B) that village road improve-
ments can significantly affect school enrollment
and attendance. Similar evidence shows that clin-

ics, nutrition programs, and

Under Bank leadersbip even credit extension depend
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an indicator of rural
accessibility has been

on transport in one way or
another, aside from the ob-
vious direct benefits from im-
established. proved access to produce
markets and from new em-
ployment opportunities in road construction and
maintenance. Because transport provides acces-
sibility for both rural villagers and urban slum
dwellers, it is recognized as vital to achieving many
of the MDGs.

Considerable international attention and funding
have been made available toward the achieve-
ment of these goals, but one problem has been the
unavailability of suitable indicators to measure
progress. Under Bank leadership the first indica-
tor has now been established for rural accessibil-
ity “Sustainable access to rural transport” measures
the number of people who live within a 2-km
walk of an all-season road. When other compan-
ion indicators are developed in the near future, it
will be possible to better quantify progress in
poverty reduction internationally because of im-
proved transport infrastructure and services. More
impact studies on the effects of improved acces-
sibility would, however, be beneficial.

A further area that could be improved is the
achievement of substantive and lasting capacity
building. During the past decade, results have
been patchy in this area because the traditional
sector approach often appears to be inadequate
for tackling a problem that can cut across several

sectors. Recent moves to introduce program-
matic, multidonor approaches may yield better
results.

Responding to Global Transport Sector
Challenges

These have been identified as safety, reductions
in vehicle emissions, and improvements in trans-
port affordability. Every day around the world,
more than 3,000 people die from road traffic in-
juries, with low- and middle-income countries
accounting for nearly 85 percent of the deaths and
90 percent of the injuries. Although the number
of deaths in industrial countries is declining, the
figure for developing countries is increasing rap-
idly; by 2020 it is predicted that road traffic injuries
will be the third leading contributor to the global
health burden.

WHO and the World Bank have jointly produced
a World Report on Road Traffic Injury Prevention
(WHO 2004). It suggests that such injuries are a
growing public health issue, disproportionately
affecting vulnerable groups of road users in de-
veloping countries. Road traffic injuries cost low-
income and middle-income countries nearly 2
percent of their GDP—often more than the total
development aid received by these countries.
Sector-wide efforts to reduce the incidence of
such injuries have for the most part been frag-
mentary and relatively ineffective. Completed
Bank projects with road safety components have
had mixed results, and the outcomes have not al-
ways been sustainable.

The direction now is toward a more cohesive ap-
proach whereby the problem would be tackled on
a multidisciplinary and cross-sectoral basis. A sim-
ilar course of action is being followed by the avi-
ation sector with the ICAO, based on concerns
about deteriorating safety and security standards
in some developing countries.

Road transport alone accounts for nearly a quar-
ter of the man-made gases said to accelerate climate
change. Public transport offers clear advantages for
reducing congestion and pollution, as well as for
increasing safety. Progress, however, has often
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been disappointing. Private vehicle users rarely
pay the true costs they impose on society, and
this encourages urban sprawl. At the same time,
decentralized cities with lower population densi-
ties and long trip distances increase the cost of
providing public transport. The urban poor, who
usually reside on city peripheries, are often mar-
ginalized by the lack of accessibility. The Bank has
led some initiatives and prepared both general
and specific guidelines in this area, but much more
remains to be done.

Policies to ameliorate the problem of poor air
quality are gradually being implemented in the in-
dustrial world, and some pioneering work has
been done in developing countries, especially
Brazil and Mexico, and in some Asian cities. The
Bank has been at the forefront of this activity
and produced a report entitled Reducing Air Pol-
lution from Urban Transport (World Bank 2004a)
aimed at national and local policy makers in-
volved in air quality management. Implement-
ing these ideas is still work in progress, especially

in poorer countries where politicians are more
concerned with pressing basic needs.

Progress on affordability Road transport accounts

has been more substantive.
The delivery of transport

efficient with greater in-
volvement of the private
sector, but this has not al-
ways resulted in savings passed on to the poor.
Much more attention needs to be given to ap-
propriate pro-poor subsidization policies and the
relationship between land use and transport costs.
Globalization and rising fuel prices have rein-
forced the pressures of market forces on transport
providers to ensure they are as efficient as pos-
sible. However, as demographic and factor costs
continue to rise, further innovation and experi-
mentation will become necessary. The Bank is a
player but could become a real change agent in
this arena.

change.

for nearly a quarter of
services and infrastructure  £he man-made gases
has generally become more - contributing to climate



Chapter 3: Evaluation Highlights

Transport lending commitments have fluctuated considerably dur-
ing the review period. Roads dominate the portfolio.

India and China account for 42 percent of all transport commitments.
Average project size has increased over the past 10 years.

Project outcome ratings have steadily improved over the past decade.
Transport sector-wide approaches and program-based approaches
will need to be evaluated more systematically when initial projects
have been completed.

Greater donor cooperation looks promising despite coordination
issues.

Nonlending assistance and knowledge dissemination have been
given insufficient attention.



Bank Support to the
Transport Sector

otal IBRD/IDA transport commitments fluctuated considerably over the
past decade (figure 3.1). At their highest volume, just under $4.0 bil-
lion in fiscal 1997, they constituted 21 percent of all Bank lending. At
their lowest point, $1.7 billion in fiscal 2000, they were just 12 percent. But

the average for annual commitments for transport, at 15 percent, was one of

the highest shares of sector lending during the decade.

Trends in Bank Lending to Transport
These fluctuations reflect the relative weight at-
tached to infrastructure in the Country Assistance
Strategies (CASs), mirroring the strategic think-
ing at the time. The low point in 2000 came from
a greater emphasis on the social and public ad-
ministration sectors, while the recent peak in
2004 was a result of the increased priority ac-
corded to infrastructure investment in general. In
fiscal 2005 the upward trend dipped, because of
constraints in IDA lending in Africa and post-
poned activities in East Asia. However, the upward
trend has resumed; based on the value of projects
in the pipeline, it is expected to stabilize at around
$3.5 billion per annum.

During the past decade an average of 84 percent
of commitments for transport were prepared
under the Transport Sector Board, with the re-
maining 16 percent prepared as part of projects
in other sectors such as urban or agriculture. In
these latter cases, transport was typically a minor
component. On average, some 26 transport proj-

ects were completed annu-  7The majority of projects

ally. Meanwhile, the aver-
age transport project size

were prepared under the

has shown an upward purview of the Transport

trend, from $100 million in  Sector Board.
1995 to $150 million in 2005

(figure 3.2). The Bank’s

Public-Private Infrastructure (PPI) database for
developing countries shows that the concentra-
tion of transport lending to the larger borrowers—
such as Argentina, Brazil, China, India, and, more
recently, Indonesia and Mexico—has contributed
to the increasing average project size because
these borrowers have the capacity to manage
very large investment programs.

Most of the countries receiving the largest share
of transport lending are in the middle-income
group; the seven top coun-
tries in the period 2001-05
also featured in the pre-
ceding 5-year period, with

Lending bhas increasingly
concentrated on a few

some slight differences in middle-income borrowers.
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Figure 3.1: Trends in IBRD/IDA Commitments for Transport, Fiscal 1995-2005
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Source: World Bank data.

Figure 3.2: Trends in Average Project Size, Transport Sector Projects versus

All Other Projects, Fiscal 1995-2005
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ranking order (table 3.1). India recently displaced
China as the largest borrower, while Brazil is
ranked third, Indonesia fourth, and Argentina
fifth. These five countries currently account for 54
percent of all transport lending.
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The concentration of transport commitments in
China and India has increased from 31 percent to
40 percent of all transport lending over the past
decade. An analysis of all nontransport Bank com-
mitments for the same period (appendix A, table
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Table 3.1: IBRD/IDA Commitments for Transport ($ billions): Share of Top 5 and Top

10 Countries, Fiscal 1995-2000 and Fiscal 2001-06

Commitments Commitments

for Share for Share

fiscal of total fiscal of total
Country 1995-2000 (%) Country 2001-06 (%)
China 42 24 India 42 25
Brazil 1.7 10 China 23 14
India 1.3 7 Brazil 1.1 7
Russian Federation 1.2 7 Indonesia 0.6 5
Argentina 1.1 6 Argentina 0.5 3
Indonesia 0.6 3 Vietnam 0.5 3
Mexico 0.6 3 Mexico 0.4 3
Bangladesh 0.5 3 Colombia 04 2
Vietnam 04 2 Congo, Democratic Republic of 0.3 2
Poland 0.4 2 Egypt, Arab Republic of 0.3 2
Total (all other countries) 59 33 Total (all other countries) 6.2 34
Total 17.9 100 Total 16.8 100
Share of top 5 countries 54 54
Share of top 10 countries 67 66

Source: World Bank data.

A.1) shows that the focus on India and China is less
marked and has fallen from 17 percent of all com-
mitments in fiscal 1996-2000 to 11 percent in fis-
cal 2001-05. This means that the transport share of
the India and China portfolios has been growing at
a time when their overall portfolios have been di-
minishing. In both cases this was driven by high-level
national government perceptions that aspects of
their development vision were being hampered
by insufficient transport infrastructure investment.

Bank transport commitments for the top 10 bor-
rowers have shown a marginal decrease over the
decade, from 67 to 66 percent (table 3.1), while
there has been a larger decrease in nontransport
commitments, 59 percent to 53 percent (appen-
dix A, table A.1). This means that overall the trans-
port sector is gradually increasing its share of
Bank lending to middle-income countries. While
this helps address concerns about the dwindling
demand overall for Bank loans from this group of
countries, it raises questions as to whether the bal-
ance between middle- and lower-income countries
is appropriate.

Twenty percent of transport commitments are to
upper-middle or high-income! countries, 42 per-
cent are to lower-middle-income countries, and the
remaining 38 percent are to low-income countries
(less than $825 per capita), mostly financed
through IDA credits. IBRD

project outcomes are sim- In India and China, the

ilar to those of IDA, buton ¢} gre of lending for
transport bas grown in

average the sustainability
of IBRD projects is supe-

rior (77 versus 68 percent). @ diminishing portfolio.

Although the IDA share has
been variable, in recent years it has accounted
for roughly one-third of transport commitments.

Final disbursements in aggregate are nearly always
lower than commitments, because in only a few
projects are all commitments actually used. This
can be because of changing needs and circum-
stances or because of exogenous factors affecting
the projects. During fiscal 1995-2005, about 83
percent of Middle East and North Africa Bank Re-
gion commitments were disbursed, compared
with 80 percent for East Asia and the Pacific, 78
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percent for Africa, 77 percent in South Asia, 60 per-
cent in Europe and Central Asia, and only 55 per-
cent for Latin America and the Caribbean.

The reasons for the lower levels of disbursement
in the latter two Regions include the cancellation,
scaling down, or curtailment of large projects in
countries such as Brazil, Colombia, Mexico, the
Russian Federation, and Turkey because of finan-
cial crises, changing circumstances, or, occasion-
ally, noncompliance with Bank requirements. IEG
background research indicates that transport proj-
ects are more vulnerable to postponement when
financial crises occur because the short-term im-
pacts are less visible and the repercussions more
politically manageable than for cutbacks in health,
education, and social spending.

Overall Project Performance

IEG ratings of the overall project outcome of
Transport Sector Board projects show that the
performance has been consistently better in com-
parison to nontransport projects (table 3.2). In the
most recent period, fiscal 2004-06, satisfactory
outcomes have been achieved at a level 10 per-
centage points higher than for all other Bank-

supported projects; sustainability is likely in 7 per-
cent more projects. However, the percentage of
projects with an institutional impact of substantial
or better that formerly exceeded the percentage
for all Bank-supported projects is now about the
same, in part reflecting a trend toward less chal-
lenging transport projects (see chapter 7).

An issue sometimes raised by clients or Bank staff
is that, although transport projects have been
performing better than projects in other sectors,
projects in the transport sector are relatively nar-
rowly focused. In other words, roads predominate
in the portfolio. There is also some evidence from
the Quality Assurance Group (QAG) and from
the results of the staff interviews that multifaceted
urban projects are sometimes avoided when
preparation time is lengthy—because of the need
to attend to many safeguard issues, multiple stake-
holders, and major environmental issues, thus
increasing the risk of failure.

Progress in institutional development has been at-
tributable at least in part to greater private sector
involvement and a more commercial approach
to road management (see chapters 4 and 5).

Table 3.2: IEG Ratings of Overall Project Outcome, Institutional Development, and Sustainability

by Exit Year, Fiscal 1992-2006 (Transport Sector Board projects versus all other Sector Boards)

Fiscal Fiscal Fiscal Fiscal Fiscal
IEG Rating Board 1992-94 1995-97  1998-2000  2001-03 200406

QOutcome: Transport All projects 69 78 84 86 89
Moderately satisfactory Excluding large

or better (%) borrowers? 71 70 82 74 88

All other 64 67 68 72 79

Institutional Transport All projects 25 37 63 68 57
development: Excluding large

Substantial or better (%) borrowers? 27 33 57 66 50

All other 30 32 37 45 57

Sustainability:’ Transport All projects 46 58] 70 74 78
Likely or better (%) Excluding large

borrowers? 47 43 66 71 71

All other 44 47 54 64 71

Source: World Bank data. See also figures in appendix A.
a. Argentina, Brazil, China, and India.
b. Resilience to risks of future net benefit flows.
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Although sustainability ratings have shown steady
improvement, they are likely overstated for coun-
tries with weak capacity. This is the category most
frequently downgraded in subsequent PPARs,?
where the assessments are usually made 2—4 years
after project closure. Overall, table 3.2 shows in
all categories lower ratings if the four largest
clients are excluded; this is generally because
such countries have substantial institutional ca-
pacity compared with many poorer countries.

Modal Comparisons

The most striking aspect of table 3.3 and figure
A4 in appendix A, showing the modal distribution
of Bank commitments, is the predominance of the
road sector. For fiscal 2001-06 the percentage
shares for railways (eight), aviation (three) and
ports (three) are relatively small. Urban trans-
port is mostly classified under “general trans-
port.” A deeper analysis shows, however, that if
urban roads and streets are added from the gen-
eral to the roads category, then the percentage
share of transport commitments that are road
related rises to almost 80 percent of the portfo-
lio. Meanwhile, the shares for railway and port
projects have slightly decreased, and those for avi-
ation and general transport have slightly increased.

Roads
In virtually all countries, roads and highways are
the predominant form of land transport, fre-

BANK SUPPORT TO THE TRANSPORT SECTOR

quently carrying more than
80 percent of passenger
kilometers and a significant
percentage of freight ton-
kilometers.? Not surpris-
ingly, a correspondingly
large number of the trans-
port projects supported by
the Bank are also road proj-
ects (rural, urban, and in-

IEG ratings for transport
projects bhave normally

been better than for
other projects but are
less satisfactory when
the top four borrowers
are excluded.

tercity), and in general the physical objectives of
these projects are implemented successfully.

Of the 97 Transport Sector Board road projects
with specific physical upgrading and rehabilita-
tion objectives completed and evaluated, 79
percent have been rated

moderately successful or The transport sector is
relatively narrowly
focused because roads
predominate; projects
with a long preparation
time are sometimes

better on outcome (see
table 3.4). These results
were fairly equally distrib-
uted through the various
regions. IEG’s records
show that on average an
economic rate of return
(ERR) of 29 percent was
achieved during the past
10 years; sound supervision practices and advice
from the Bank were often indicated in both ICRs
and PPARs as important reasons for the positive

avoided.

outcomes.

Table 3.3: IBRD/IDA Commitments for Transport ($ billions): Distribution

by Transport Mode, Fiscal 1995-2000 and Fiscal 2001-06

IBRD/IDA IBRD/IDA
commitments commitments

fiscal fiscal
Transport mode 19962000 (%) 2001-06 (%)
Roads 13.0 73 11.9 73
Railways 15 9 1.3
Ports 12 6 05
Aviation 0.1 0 05
General transport 2.2 12 2.2 13
Total® 179 100 16.3 100

Source: World Bank data.

Note: "Multimodal” projects have been redistributed among the appropriate modes.

a. Totals may not add up exactly as a result of rounding.
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Table 3.4: Transport Sector Board Projects, Fiscal 1995-2006: Analysis of

Performance by Physical Infrastructure Objectives

No. of No. of

closed objectives Rated

projects rated moderately

with physical moderately satisfactory
objectives satisfactory or better

Subobjective rated by IEG or better (%)
Roads and highways (greenfield) 14 11 78
Roads and highways (upgrading and rehabilitation) 51 40 78
Rural roads (local) 15 12 80
Urban roads 17 14 82
Aviation (public) 3 2 67
Ports and inland waterways 13 10 71
Railways 14 11 78
All physical infrastructure 127 100 79

Source: World Bank data.

Most road-upgrading Examples of good practice
projects achieve their

in road projects, whereby
sound design and construc-
pby sical goals. tion lead to positive ERRSs,
stand out in many countries,
including Armenia, China, Lao People’s Democratic
Republic, Latvia, Nicaragua, and Peru. In Peru sig-
nificant improvements were made to rural ac-
cessibility, and transport tariffs for freight declined
by between 9 percent and 15 percent. In Nicaragua
the project’s success was in part due to success-
ful donor coordination.

A variety of mechanisms Cases do exist of outright

bas been introduced to
improve maintenance.
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failure or very serious de-
lays, but these are mainly
in countries that have ex-
perienced political instability such as Guinea-
Bissau, Haiti, Niger, and the Republic of Yemen.
In the north of the Republic of Yemen the 157-km
Harud-to-Huth road took more than 10 years to
complete because of a combination of factors
ranging from damage caused by flash floods, to
slope instability problems, to civil disturbances that
eventually resulted in military protection being
given to contractors to finish their work.

As far back as 1988, the Bank estimated that road
infrastructure with a value of $45 billion had been
lost because of inadequate maintenance in the 85

developing countries reviewed (World Bank 1988).
Having to rehabilitate paved roads too frequently
because of neglect could conservatively be more
than three times as expensive for the road au-
thorities (based on undiscounted costs) as main-
taining them on a regular basis.*

Despite the Bank’s emphasis on adequate and
timely road maintenance, this objective was seldom
satisfactorily accomplished. The limited funds al-
located to roads were often wasted through inef-
ficient work methods and too much spending on
new construction at the expense of the mainte-
nance budget. As a result, a high proportion of the
roads in developing countries remained in poor
condition.

In response, the Bank in 1995 supported a new
approach. By that time, governments in many
countries were beginning to improve the services
and efficiency of infrastructure by private sector
participation in road operations. This included
maintenance by contract, competitive tendering,
and improvements in management and ac-
countability through the establishment of road
agencies, funds, and boards.

At the same time, scarcity of government tax rev-
enues encouraged some countries to seek alter-
native financing mechanisms, such as toll con-



cessions and surcharges on fuel costs. In cases
where roads were carrying traffic volumes in ex-
cess of 10,000 vehicles per day, those roads were
potential candidates to be tolled to generate rev-
enue. This approach has developed significantly
over the decade, and the Bank has often played
the role of facilitating the right environment. IFC
has made commitments to only two toll roads dur-
ing fiscal 2001-05 (see chapter 4).

Through urban road projects the Bank has also be-
come involved with issues related to traffic con-
gestion, traffic management, and externality costs.
The pressure for additional road space is relentless,
with the pool of motor vehicles worldwide grow-
ing by 3 percent annually. Concerns increasingly
center on exhaust emissions, continued reliance
on fossil fuels, and a worsening road accident rate.

Railways

For nearly a century railways worldwide were at the
forefront of technology in passenger and freight
transport. But from the early 1930s their primacy
began to erode, with increasing competition from
other modes of transport. Rail technology has not
kept pace with competing transport technolo-
gies, but for the conveyance of bulk commodities
and the transport of goods in containers over long
distances, the mode remains competitive. For so-
cial or environmental reasons, many countries
continue to operate uneconomic rail services that
are dependent on subsidization, while others have
not invested sufficiently to replace aging infra-
structure, or have allowed the buildup of a rela-
tively large and unproductive labor force.

This situation is exacerbated in many developing
countries, especially in Africa, where railways were
originally constructed to carry mineral exports
from the interior to the coast and where volumes
of general freight are often insufficient to maintain
a viable service. Passenger traffic has to some ex-
tent shifted away from the railways, but in some de-
veloping countries, such as India, this mode
remains important for the mass movement of low-
income passengers. Indian Railways tariff policies
that overcharged freight to subsidize passenger
travel caused a loss of freight traffic to road trans-
port. However, the organization currently is un-
dergoing a major transformation.

BANK SUPPORT TO THE TRANSPORT SECTOR

Over the years the Bank has had mixed experiences
with railways. In 1993 an IEG review of lessons and
practices from railway projects showed that only
about half of the 40 projects completed between
1985 and 1992 were considered satisfactory (IEG
1993b). Principal reasons for the shortcomings
were insufficient authority of railway management
over rates; the lack of a commercial approach to
the transport market; re-

sistance to change by rail- Railways remain

way management, labor
unions, and government in-
stitutions; inefficient op-

competitive for

transporting bulk goods,

erations; and the Bank’'s but mamny countries still

reluctance to penalize fail- subsidize uneconomic

ure to comply with loan
covenants. Traffic in almost

had been expected to grow
to some degree; yet in practice freight traffic de-
clined in more than half of these railway systems.

This rather sobering analysis led to greater selec-
tivity in railway projects whereby the potential
borrowers had to demonstrate their commitment
to a change process® and more thorough prepara-
tory work had to be undertaken. There was also
growing interest in railway concessions following
the accomplishments in Argentina in the early
1990s and later in Brazil, in which the Bank was
involved. Although the Bank has supported a
number of railway privati-

zations, the preference in Limited success with
some parts of the world (es- yz7 /10 ay projects led to
increased selectivity in
ways. In such cases Bank the 1990s and better

pecially Asia) is to continue
to support state-owned rail-

policy permits assistance to results.

achieve more efficient and

effective operations of the public rail companies,
while encouraging opportunities for private sec-
tor participation and the privatization of noncore
businesses, where feasible.

In the countries of Eastern Europe and the Com-
monwealth of Independent States that are mak-
ing the transition from command to market
economies, there has been a major contraction in
the rail market. This was caused by the restruc-
turing of extractive and heavy industries at the

operations, especially
all the projects evaluated passenger services.
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Bank willingness to
fund retrenchment tunities for workers who now
costs bas belped have to make a new livelihood.
improve the success of
rail concessions. the way in this respect when

same time that the privatization and subsequent
growth of road transport was occurring. In the
Russian Federation, which has by far the biggest
railway system, there has been extensive re-
thinking of the country’s future railway needs, sup-
ported by the Bank and other international
financial institutions.

Fourteen Transport Sector Board railway projects
approved during fiscal 1996-2005 have been
closed and rated by IEG. The overall percentage
of projects with a moderately satisfactory rating
or better on outcome is 78 percent. This was a sig-
nificant improvement over the earlier assessment,
following the tightening of railway appraisal pro-
cedures and improved support through the de-
velopment of a railway toolkit. If the seven railway
projects falling under other sector boards are
added, the percentage with a positive outcome rat-
ing is still 71 percent.

Most success has been achieved in the Latin Amer-
ica and the Caribbean Region, primarily in Brazil,
and in East Asia and Pacific; in fairness, however,
scrutiny of some of the projects in Asia shows
rather less demanding development objectives
(more focus on physical infrastructure and rolling
stock than on restructuring). An attempt at re-
structuring the railway in Indonesia was unsatis-
factory, mainly because of a change in government
priority after the Asian financial crisis. The Africa
Region also showed improved performance with
satisfactory projects in Cote d’Ivoire (where the
need for operating and capital subsidies was elim-
inated), Malawi, and Zambia. Reasons for some of
the less successful projects were mainly lack of
government commitment and inadequate prepa-
ration (as in Tanzania).

A major reason for the success of concessions
(see chapter 4) has been the Bank’s willingness
to fund retrenchment costs and
programs to improve oppor-

A project for the Polish Rail-
ways commencing in 2001 led

some 37,000 railway employees were redeployed.
This may be considered as best practice for rail-
way labor restructuring. Zambia is a good exam-
ple of a similar program in Africa.

Ports and Inland Waterways

The number of ports and inland waterway proj-
ects approved by IBRD/IDA has fallen slightly over
the past decade, but IFC commitments have in-
creased. Thirty projects involving ports, harbor op-
erations, and water transport and representing
nearly one-quarter of the IFC transport portfolio
by value were recorded during the study period
(see appendix D). IBRD/IDA has focused largely
on establishing appropriate regulatory frame-
works, helping secure transaction advisors (to
assist with the process of transferring operations
to the private sector), or advising on trade and fa-
cilitation projects.

Thirteen completed and evaluated projects relate
to ports and waterways. Successful outcomes are
evident in 77 percent of these projects. Best prac-
tice, on the basis of an outcome rating of highly
satisfactory in a PPAR, was found in Mauritius,
where the country’s trade competitiveness was
greatly enhanced through increased capacity, ef-
ficiency, and productivity.

Recently there has also been growth in the num-
ber of inland waterway projects in the active port-
folio, especially in China, and a major trade and
facilitation initiative has been undertaken in south-
east Europe. The ICR Review confirms satisfactory
progress on streamlining border crossing points,
with substantial savings in truck waiting time and
in the productivity of customs officials and other
border activities.

Aviation

While completed aviation projects are relatively
few in number, the extent of active projects has
shown an upswing in the past 3 years. This rising
interest in aviation is in part driven by increasing
concerns regarding safety and security.

For example, the Board recently approved the first
regional air transport safety and security project



for West and Central Africa. All six Regions now in-
clude aviation projects in their portfolio and are
advised by a dedicated aviation specialist. IFC,
having made no commitments for airports and
airlines between fiscal 1990 and fiscal 2000, has
supported seven projects in the past 5 years,
committing $147 million. Aviation projects ac-
count for 26 percent of Multilateral Investment
Guarantee Agency (MIGA) exposure.

Regional Lending Trends

Figure 3.3 shows that the East Asia and Pacific,
South Asia, and Africa Regions have been the most
active of the Regions. The East Asia and Pacific
economy has grown by more than 7 percent an-
nually for the past 15 years, driven by the dramatic
growth of China, Malaysia, Thailand, and Vietnam.
Countries such as Cambodia and Lao PDR, however,
remain relatively poor. The increasing affordability
of motor vehicles in the high-growth nations is
straining existing transport capacity. Cities account
for 70 percent of the Region’s GDP growth, and this
trend is likely to continue. Decentralization has
brought new challenges in formerly centralized
economies such as Indonesia and the Philippines.
China remains the dominant borrower in the
East Asia and Pacific Region, with a Bank portfolio
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that is almost 80 percent The Bank Group is
becoming more involved
The South Asia Region has in the aviation sector.

IBRD financed.

had average annual growth

rates of nearly 6 percent. The public sector re-
mains dominant in roads and urban passenger
transport. Treating the Region as a whole, how-
ever, obscures major intraregional differences in
institutional capacity, such as between India and
Bangladesh.

Africa has until recently
been another growth area
for transport commitments
because the Bank realized
that excessive transport
costs continue to be a
hindrance to the Region’s
development (the Region
currently contributes less than 2 percent to total
world trade). The recent leveling off of commit-
ments is attributable, according to Bank man-
agement, to IDA constraints to funding in the
Region. Ethnic unrest and civil war have also
sometimes made it difficult for the Bank to pro-
vide effective support, but a strategy is in place to

Figure 3.3: Trends in IBRD/IDA Commitments for Transport by Region
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move quickly when the situation in a country im-
proves, as in Angola and Liberia.

Until recently Europe and Central Asia experi-
enced only modest growth in transport commit-
ments, but IEG verified that more projects are now
in the pipeline. Here the emphasis has been on
the transition to market economies after the col-
lapse of the Council for Mutual Economic Assis-
tance and the breakup of the former Soviet Union.

The Middle East and North Africa Region, mean-
while, despite highly unstable geopolitical con-
ditions, has also seen a modest upturn in com-
mitments in support of strategies for accelerating
growth and employment. Yet the Region has lost
global market share in many export sectors, and
non-oil exports represent just 1 percent of the
world share. Although a number of factors have
contributed to this situation, improved transport
infrastructure will be needed to reverse this
position.

Only the Latin America and the Caribbean Re-
gion has seen a significant decline in commit-
ments, primarily because of fiscal space constraints
in several countries. The Bank Group’s response
in the transport sector has been to encourage
efficiency through greater private sector partici-

pation. The Region clearly needs to invest much
more in transport infrastructure, however, where
investment has halved since 1985 and the gap
with East Asia and Pacific is widening.

IFC’s transport portfolio is heavily focused on
Latin America and the Caribbean, which accounts
for 67 percent of transport commitments, com-
pared with 37 percent for other Regions. This
pattern of concentration in Latin America and
the Caribbean reflects good progress toward pri-
vatized infrastructure and transport services. Latin
America and the Caribbean also has a strong in-
stitutional and regulatory framework to support
private investment in the sector.

Regional Outcomes

If IEG performance ratings for outcome are com-
pared over the review period, the Middle East
and North Africa, Latin America and the Caribbean,
and East Asia and Pacific stand out (figure 3.4).
Only South Asia is lagging slightly. Sustainability
is most often rated likely in the Middle East and
North Africa, South Asia, and Latin America and
the Caribbean; Africa has the worst performance.
Institutional development impact has been most
substantial in Latin America and the Caribbean and
South Asia and least substantial in the Middle
East and North Africa.

Figure 3.4: IEG Ratings for Outcome, Sustainability, and Institutional Development
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The overriding conclusion from staff and stake-
holder discussions on the Regional portfolios,
however, is that a customized approach to trans-
port investment in each Region is essential.

Regional and Donor Cooperation

The Bank works in close cooperation with other
multilateral development institutions.® All such
institutions see the advantages of working to-
gether both formally and informally. But as the Joint
Evaluation of the Road Program in Ghana found,
there are often practical difficulties that have to be
overcome. The most notable example of this is the
need to clearly identify project contributions to na-
tional development objectives such as poverty re-
duction through a well-functioning monitoring
and evaluation system; there is also a need for
greater focus on institutional capacity building.

Donors sometimes have priorities that are not
necessarily “owned” by the client country. Prob-
lems also stem from different donor procedures
for implementation, monitoring, accounting, and
reporting (appendix B). The willingness to har-
monize these approaches deserves further ex-
ploration but will involve working through a series
of complex issues. An area of cooperation that has
attracted significant interest in recent years has
been the Sub-Saharan Africa Transport Policy Pro-
gram (SSATP) (see box 3.1).

In the past few years sector-wide approaches
(SWAps) and program-based approaches’ have
been introduced, whereby specific investments or
activities are developed in a country-led sector pro-
gram within a common multidonor development
framework. These programmatic approaches
show promise for enhanced development support
in transport and related sectors, but their out-
comes need to be fully evaluated over the next few
years. The advantages of pursuing SWAp arrange-
ments are stronger country ownership and lead-
ership, greater flexibility, better policy dialogue and
transparency between the partners and stake-
holders, greater focus on results in a programmatic
framework, economies of scale, and probably a
better approach to capacity building.

Some difficulties with SWAps encountered to date
in other sectors include problems in adapting
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donor policies and proce-
dures to SWAp require-
ments, donors with agendas
specific to their own poli-
cies and mandates (it is

Donor coordination is

important and
sometimes excellent,
but many practical

often easy to reach agree- - gifgieylties still bave to

ment on overarching de-
velopment objectives; the
difficulties arise in the de-
tails), and donors that find they can no longer
meet their original commitment or disbursement
targets. In all cases the importance of strong and
continuing leadership of such programs was
stressed. Transport sector SWAps have com-
menced in Brazil, China (Fujian), Mexico, Poland,
and Vietnam but as yet have not been completed
and evaluated.

be overcome.

Nonlending Assistance

Knowledge Management

In 1996 the Bank made a commitment to become
a global knowledge bank. To this end, it substan-
tially upgraded its information management sys-
tems, initiated a wide variety of new activities for
the aggregation and sharing of knowledge, and
aimed to foster a more open, knowledge-sharing
culture within its staff. This section looks at how
well the transport sector has responded to this
challenge.

An IEG evaluation on sharing - 31, ltidonor
knowledge (IEG 2003) con-

cluded that, overall, the Bank programmatic

had made more progress in a@pproaches show

establishing the architecture promise.

to support its knowledge ini-

tiative than in creating the governance arrange-
ments and work processes to carry it out. The
assessment went on to say that the Bank needs to
move deliberately to embed knowledge sharing in
its core operational processes. It can do this by pro-
viding more direct support to task teams and
more knowledge capacity enhancement for clients.

An analysis of transport sec- The transport sector bhas

tor reports was undertaken
for this evaluation cover-
ing research papers, sector

a low number of
knowledge products

reports, publications, and relative to other sectors.
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Box 3.1: Sub-Saharan Africa Transport Policy Program

The SSATP was launched in 1987 as a joint initiative of the Bank
and the United Nations Economic Commission for Africa with the
support of the donor community. It responded to the need for ac-
celerated improvement of transport sector performance in Africa.
The work program comprised a Road Management Initiative; Rural
Travel and Transport Project; urban transport, railway management,
trade and transport, and human resources and institutional de-
velopment. The last component, however, did not attract funding.
The program is managed by the Bank on behalf of the stakehold-
ers. Currently there are 31 active member countries.

Inthe late 1990s some donors reduced their budget allocations,
expressing concern aboutthe program’s relevance, the degree of
accountability of program management, and the extent of involve-
ment of recipient partner countries. This led in 2001 to a strategic
review conducted by the Netherlands Economic Institute. The re-
view found that the program had become fragmented, with vari-
ous components being managed independently. Consequently, it
did not fully reflect the donors’ objectives to use SSATP as a plat-
form for integrating poverty-reduction issues; nor did it meet the
needs of member countries, which viewed the program as top down
and supply driven.

Despite these criticisms, none of the stakeholders wanted the
program discontinued because there was unanimous agreement
that it was an important platform for knowledge sharing, exchange
of good practice ideas, and networking. It also had the potential
to do much more. The Bank, for its part, acknowledged that it was
hampered because the program manager was only part time and
because frequent changes in program staff led to discontinuity in
coordination.

Sources: NEI 2001a, 2001b; World Bank 2003b, 2005e.

Since the review, however, there has been a considerable ef-
fort to upgrade governance and management of the program,
through improved transparency, accountability, and responsiveness.
The program agenda is back in the hands of the stakeholders and
partners, and its focus is primarily on the contributory role of trans-
portin Africa’s development, connecting with the aims of the New
Partnership for Africa’s Development. The Bank has installed a full-
time program manager as well as other specialist expertise and has
been active in supporting the long-term development plan for
2004-07, supported by a budget of $26 million.

A full independent evaluation is scheduled for 2007, although
itis not clear what outcomes would be measured, because the plan
focuses mainly on outputs. But nearly 75 percent of the Africa Re-
gion staff interviewed by IEG responded positively to the Bank’s con-
tinued involvement in the improved SSATP. They referred especially
to the solid progress of the Road Maintenance Initiative and to the
27 member countries operating road funds—most of which have
secured independently audited “ring-fenced” income sources—
and to the progress with railway concessions. Others mentioned
the heightened awareness of strategic planning, and all spoke of
dissemination (there are nearly 400 SSATP publications).

Not everyone was supportive, however. Critics were uncon-
vinced that the program was cost effective, observed that the
meetings were cumbersome, and noted that there is little appar-
ent connection between planning and implementation activities.
Itis too soon for IEG to assess whether the revitalized SSATP is a
success.
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newsletters produced between 1995 and 2005.8
Table 3.5 shows that there were 437 documents
during this period covering transport sector is-
sues.” In comparison with the Bank as a whole for
the same period, this represents just 4 percent of
all Bank knowledge documents—a rather low
percentage for a sector that accounts for 15 per-
cent to 20 percent of Bank lending. Moreover, as
the transport sector is highly heterogeneous, in-
volving multiple modes and themes, it might have
been expected to have had a greater share of an-
alytical output. The lack of a global program to co-
ordinate, finance, and support transport research

for developing countries is a factor; other sectors
such as health and agriculture are not disadvan-
taged in this way. Industrial countries currently
conduct most existing transport research, and
comparatively little is directed at developing coun-
tries. Although the Bank’s role is not to fill this gap,
it can and does show leadership and does act as
a catalyst for research to be carried out when ap-
propriate. Table 3.5 shows no journal articles and
relatively few publications.

Prior to this evaluation, there had not been a de-
tailed review of the Bank’s literature for the trans-
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Table 3.5: Count of Research Papers, Sector Reports,

Publications, and Notes/Newsletters: Transport Sector
versus Other Sectors, 1995-2005

Transport
All Transport sector share
sectors sector (%)
All working papers 5,599 226 4.0
Sector reports 756 42 5.6
Publications 1,689 40 24
Newsletters/notes 1,908 129 6.8
Journal articles 25 0 0.0
Total 9,977 437 43

Source: World Bank data. Also see appendix G.

port sector. Reports that focused primarily on
transport were also poorly represented among
those sampled for the annual “Quality of Eco-
nomic and Sector Work” assessments'® conducted
by QAG between 1998 and 2002, although those
documents that were included received satisfac-
tory ratings overall.!!

Knowledge Products

Africa is a major recipient of knowledge prod-
ucts (table 3.6); the Region’s widespread poverty
accounts for the large number of Poverty Reduc-
tion Strategy Papers (PRSPs). Europe and Central
Asia ranks second and has experienced demand
for the most Public Expenditure Reviews.

An analysis of 87 CAS Reports for the period fis-
cal 1994-2005 shows that while 79 provided rat-

ings for infrastructure, only 18 mentioned trans-
port specifically. The most frequently mentioned
transport issues raised in the CAS documents (ap-
pendix A, table A.3 has a full list) are fairly predict-
able and include the elimination of transport
bottlenecks, the need for in-

stitutional reform and capac- The lowest awareness

ity building, and inadequate of transport issues
includes urban, social,
risk-management, and

financing for road mainte-
nance. More noteworthy are
the topics mentioned less fre-

quently. For example, much environmental

less is said about urban trans- concerns.
port planning and transport-

related aspects of the environment, social issues,
road safety, risk management, knowledge dis-
semination, and measuring project progress and
performance.

Table 3.6: Economic and Sector Work Strategy Documents by Region, 1995-2005

East Asia Europe and Latin American Middle East
and Central and the and South
Documents  Africa Pacific Asia Caribbean North Africa Asia Total
CEM 10 13 19 19 7 9 77
PER 19 1 22 13 2 5 72
PRSP 25 5 9 4 1 3 47
CAS 50 21 42 37 12 11 173
Total 104 50 92 73 22 28 369

Source: World Bank data.

Note: CAS = Country Assistance Strategy; CEM = Country Economic Memorandum; PRSP = Poverty Reduction Strategy Paper; PER = Public Expenditure Review.
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Many of the CASs for the top 15 borrowing coun-
tries rated infrastructure as high, but only Brazil
and Ghana mentioned transport specifically. In the
Brazilian case, the issues are transport decen-
tralization, rehabilitation of state and federal paved
roads, privatization of rail freight, urban trans-
port, bottlenecks, and multimodal transport. In
Ghana inadequate roads are seen as a bottleneck
to agricultural marketing; the need to improve fi-
nancial management in the sector is also dis-
cussed. In general the issues raised as priorities
in the update of sector strategies are also rarely
raised in the context of transport, which is in-
dicative that an integrated approach involving
the transport sector is not “top of mind.”

Analytical and Advisory Assistance Including
Events and Technical Papers Prepared by
Operational Staff

In terms of analytical and advisory assistance
(AAA) support, the sector has witnessed a sharp
decline in economic and sector work (ESW) from
35 in fiscal 2005 to 19 in fiscal 2006. Technical as-
sistance initiatives also declined from 17 in fiscal
2005 to 9 in fiscal 2006. Though the quantity rel-
ative to many other sectors is small, there have
nevertheless been some significant papers, pre-
sentations, analyses, and workshops by Bank
transport staff and outside experts. Several of the
peer-reviewed papers and publications are rec-
ognized as having made an important contribu-
tion to transport development knowledge.
Examples are papers on road funds, railway re-
form, reduction of vehicle air pollution, trans-
port decentralization, and road safety.

In [EG’s view, two main factors emerge from this
work. One is that the poorer countries are much
less well covered than the

Pioneering work has yiddie-income countries;
been undertaken in theotheris that more work
Brazil in support of

transport privatization lenges in the future. Some

is needed in the areas that
will present major chal-

initiatives. specific examples follow.

In India, the more important AAA work covers
presentations on railway restructuring experi-

ences, road financing and rural roads, urban trans-
port strategy, and a comparison of strategic road
planning approaches between India and China. A
report entitled India’s Transport Sector: The Chal-
lenges Abead (World Bank 2002¢) has probably had
the most impact, because it was prepared on the
basis of extensive consultations with senior cen-
tral and state government officials, private insti-
tutions, and many experts. Judging by the extent
of consultation, it is likely that the analysis and rec-
ommendations are shared by the majority of the
participants. Many of the road and port propos-
als have been carried out, although the move to-
ward rail reform is only now commencing.

In Latin America and the Caribbean the Bank has
been particularly active in Brazil, where 11 policy
and analytical reports have been produced since
fiscal 1995. These reports are associated with all
the areas of transport in which the government of
Brazil has promoted privatization initiatives. In-
dications from the Brazilian stakeholders’ survey
show that the Bank has had close and positive dia-
logue with the relevant decision makers. Because
this assistance was backed by large loans, the Bank
also had strong credibility. The studies focused on
the railways, multimodal freight transport, and
urban transport reform. Bus/metro integration
and, in Recife, the establishment of a body that
could coordinate all public transport services are
considered pioneering works in the Region.

In the Russian Federation and Commonwealth of
Independent States countries’ sustainable urban
transport policies and railway restructuring were
among many topics discussed. Some of this work
resulted in papers useful for more general appli-
cation, such as how to implement reforms nec-
essary to deregulate, liberalize, and accelerate
privatization and how to improve urban trans-
port institutional capacity, introduce appropriate
funding mechanisms, and establish fare levels for
public transport. In the Europe and Central Asia
Region generally, the emphasis has been on a
smaller role for government and improvements
in the climate for private participation. Specific pa-
pers were prepared for Poland and Kazakhstan,
among others.



In Africa, the IEG country case study of Tanzania
shows a somewhat different perspective. In the
past 25 years the Bank has not carried out a for-
mal piece of sector work either for the transport
sector as a whole or for individual transport modes.
However, other mechanisms have been used to de-
velop policy options. Some SSATP papers focused
specifically on Tanzania, such as one that analyzed
road sector reforms and another that focused on
nonmotorized transport. In addition, the privati-
zation program (ports and railways) was analyzed
in documents prepared under the Bank’s public
sector program. The SSATP plays an important role
in dissemination in Africa at a strategic level, but
it is independent from the Bank activities.

There are also several papers and guidelines by in-
dividual Bank staff and other transport experts that
the Sector Board recommends for staff guidance.
The more important of these can be accessed from
the transport Web site and have been rigorously
peer reviewed; these Web sites also contain tool-
kits and useful links to other Web sites. All Regions
and a few country offices (including India, Turkey,
and Vietnam) have made an effort to provide trans-
port information on their country Web sites.

The Bank’s transport AAA work, based on com-
ments in the literature, stakeholder feedback,
and IEG judgment, appears in general to be of
good quality, covering both sector and policy sup-
port. However, it tends to focus on the larger
countries such as Argentina, Brazil, China, Mex-
ico, Poland, and the Russian Federation to the
detriment of the smaller ones (exceptions are
Lao PDR and the Pacific islands). In addition, the
technical assistance or policy analysis compo-
nents (according to many of the staff interviewed)
would not have succeeded without being linked
to investments in physical assets, which make
the often painful organizational and policy changes
recommended more palatable to implement (for
example, the development of second-generation
road funds in Sub-Saharan Africa and the urban
transport institutional reforms in Brazil).

The degree of success of Bank-financed technical
assistance studies is mixed, according to clients’
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perceptions of their relevance and value. Some-
times, as in China, the former Yugoslav Republic
of Macedonia, Vietnam, and the Republic of
Yemen, not all the studies were viewed as useful;
they either commenced late or the recommen-
dations were not pursued. Some studies prepared
by consultants were too voluminous and techni-
cal to be easily understood and displayed inade-
quate regard for political and financial feasibility.

In contrast, the Russian Quality ana[yti(;ﬂ[

Federation urban transport

work bas been
study was extended to allow

for additional studies on rail- 7portant to progress

ways and national roads, and - on institutional reform.

further advisory work on

urban transport issues was carried out simulta-
neously using other funds. IFC has also supported
the transport sector with technical assistance and
advisory services delivered by its Trust Funds
(TATF) and Advisory Service Departments. Be-
tween fiscal 1990 and 2005, TATF supported 39
projects with a total cost of $5 million. Typically,
TATF projects were related to privatizations and
feasibility studies on private operation of ports and
shipping, air transport, and cargo facilities.

Training and Dissemination

The sector board has overall responsibility for
transport learning and knowledge management.
It sponsors various events for the purpose of
learning, exchanging information, and supporting
strategy formulation (appendix G); it also main-
tains the Bank’s transport

Web site, which has been The Sector Board
substantially upgraded. An  j¢ ¢#i// developz‘ng

earlier attempt to create a

knowledge asset database a knowledge-

was abandoned:; all informa- dissemination plan.

tion is now filed in the Bank’s

electronic filing system. The sector is still work-
ing toward a formal knowledge-dissemination
plan and a system for capturing all presentations
originating from country offices.

The World Bank Institute (WBI) is the learning arm
of the Bank. WBI aims to help its clients prepare
for the knowledge-based economy by designing
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and delivering courses and seminars, promoting
knowledge networks and communities of practice,
and providing policy and strategic advice. Train-
ing and policy dialogue relating to the transport
sector conducted by WBI over the past 8 years has
been focused heavily on competition and regu-
lation issues. This in part reflects the knowledge

of WBI staff, whose exper-

The transport—related tise is primarily in financial
output of WBI does not modeling, regulation, and
appear to be fu lly institutional arrangements,

aligned with the needs

including how to establish
successful public-private

of transport operations. partnerships (PPPs).
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ineffective knowledge

Twenty-seven WBI transport-related events were
conducted between October 1997 and March
2005. The attendees have primarily been senior
and middle management government officials.
Although these events have been well received,
based on the feedback obtained at the conclusion
of the seminars, only one of the events was sub-
jected to a “level-two” evaluation by the WBI Eval-
uation Group.*?

There is an apparent lack of connection between
the needs of transport operations and the out-
put of WBI. There is also no dedicated program
for transport, and it is unclear whether the WBI
focus countries align with transport sector prior-
ities, because transport in some cases has not fea-
tured strongly in some country strategies. WBI
does not have transport skills outside the narrow
area described above, and there is limited inter-
action between WBI and the Transport Sector

Board. To make up for this
Some country limited coverage, the net-

stakebolders criticize work has developed links

the Bom/efor with some specialist part-
ners promoting particular

areas of training in devel-
dissemination. oping countries.'3

Despite all the publications and presentations
mentioned in this chapter, all three country stake-
holder opinion assessments undertaken as part
of this evaluation contained some degree of crit-
icism about effective knowledge dissemination. In
Brazil only 4 of 18 stakeholder respondents un-

equivocally ranked Bank dissemination highly,
while 3 thought it was ineffective. The remaining
stakeholders thought dissemination was satis-
factory, but with caveats—the biggest of which was
that few documents were available in Portuguese.
Cities on the Move was, however, translated into
Portuguese with the help of the Bank Country Of-
fice and Sao Paulo; thousands of copies were sub-
sequently distributed to Brazilian professionals,
students, universities, and to other lusophone
countries. Most respondents suggested that a
more structured country approach was needed
that involved government, academics, and stake-
holders, taking advantage of local transport events.

In Tanzania the feedback contained the following
comment:

The Bank bas not been effective in dis-
seminating its know-how. Bank experts
are very knowledgeable but meet and share
their experiences with relatively few people.
Stakebolders often do not have ready ac-
cess to publications and newsletters and the
Internet is not accessible by some people.

In the Indian survey, the perceptions on dissem-
ination were much more positive (reflecting the
fact that more activity is taking place there). How-
ever, even here it was said that there was insuffi-
cient priority given to urban and intermodal
transport issues.

The staff interviews in the Bank transport network
also elicited some interesting comments, such
as, “We need to disseminate more effectively, but
we are all too busy to share innovation suc-
cessfully,” “We need less pressure [on task team
leaders]—then we can improve operational
quality and dissemination effectiveness and en-
sure we stay abreast of developments in our

field,” and “We now lack the depth of interna-

tionally renowned experts who have led inno-
vative thinking in the past.”"

These comments suggest that the right balance
between projects and advisory work has not yet
been achieved. Certainly at the Regional level,
management has not yet considered knowledge



sharing as a way of doing business through em-
bedding it in core lending and nonlending
processes. Relatively few CASs contain knowledge-
sharing objectives and strategies, and many staff
members believe that they lack incentives to
make knowledge sharing a routine part of their
work.

IEG believes that regular discussions with clients
to customize their knowledge requirements could
also lead to better opportunities for policy dia-
logue. Such dialogue is also pursued through the
lending projects themselves—but this is not
recorded.

BANK SUPPORT TO THE TRANSPORT SECTOR

Results from the stakeholder  Af @ Regional level,
mandgement bas not

interviews indicate that non-
lending assistance in the

transport sector is of good J et accepted knowledge

quality, but in quantity it is sharing as a way of
doing business.

insufficient, compared with
the rest of the Bank. It needs
to be planned more strategically with better re-
sources and more interaction with both staff and
clients if it is to progress beyond its present sta-
tus. This implies that more effective sharing of re-
sources between networks is necessary. Clearly the
recent merging of the Infrastructure with the
ESSD Network is a positive step in that direction.
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Promoting Private
Sector Involvement

Ithough experience shows that in some circumstances greater use
of the private sector can achieve considerable efficiencies, this is a
complex and sensitive area and client commitment to such changes

is crucial.

The balance between the public and private sec-
tor roles in transport varies by country, depend-
ing on history, culture, sociopolitical circumstances,
and policy choices that may, for example, place a
high premium on national security, including own-
ership of national assets. However, because pri-
vately owned transport services are widespread
and usually successful, the Bank has encouraged
such services, either within a competitive market
or, where the market is more restricted, within the
support of an appropriate regulatory framework.

Government provision of such services has fre-
quently been found deficient in technical and al-
locative efficiency. Privately owned transport
infrastructure, in contrast, is much less common
for a number of reasons, including its monopo-
listic nature, financial returns that are often very
long term (and therefore risky), and the dis-
putable perception that the public good can only
be assured by public ownership.

The levels at which the balance between the pub-
lic and private sectors in transport can be changed
are oversight, execution, and finance. Oversight
generally involves user participation in the plan-

ning and regulatory as- Improvements in the
provision of transport

pects of sector operations.
Execution refers mainly

to how institutions actu- S€rvices require the ”gbt

ally undertake their work, balance of private and
public sector reforms.

including the extent to
which public institutions
subcontract to private en-
terprises and how they do this. Finarnce means the
level at which the private enterprise provides some
or all of the capital financing that would otherwise
have come from the public sector.

At one end of the spectrum are government de-
partments that execute the work with their own
labor forces; at the opposite end are private en-
terprises that fully undertake this responsibility.
In between are many alternative structures for the
assignment of risks and responsibilities at the
management level (see appendix A, table A.5).!

International Trends in Privatization

A detailed review of worldwide experience in
transport privatization was used to provide a
benchmark for best practice in achieving public
and private sector balance. The Bank’s activities
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A DECADE OF ACTION IN TRANSPORT

Early expectations for are assessed against the
the extent of private
sector investment were
overly optimistic. As already noted, in the

benchmark. (See summary
of this work in appendix B.)

early 1990s there were ex-
pectations that the private sector would play a sub-
stantially more significant role in the provision of
transport infrastructure and services. Some of
these expectations, especially regarding infra-
structure, were impractical, and the authors of Sus-
tainable Transport (World Bank 1996), while
supporting an expanded role for the private sec-
tor, were cautious about the extent to which the
private sector could increase its role. The Bank has
a PPI database that tracks infrastructure projects
in developing countries involving private partic-
ipation in funding and risk taking.?

The period fiscal 1995-2005 was very volatile.
Despite early growth, it peaked in 1997 with a total
expected transport investment of $18.4 billion,

then plunged to $2.9 billion

Six middle-income i, 5002. 1n 2005 it recov-

countries account for 80 ered, rising to $16.2 billion.

percent of private sector
transport infrastructure
investment in the India, and Turkey, with avi-
developz’ng world. ation and port projects
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During 2005 significant new
private sector investments
were recorded for Hungary,

strongly featured.

The PPI database does present an optimistic pic-
ture, because it represents commitments rather
than actual disbursements 3 It also excludes follow-
on and locally financed activities, some of which
are funded by the private sector.? Just six countries
(Argentina, Brazil, Chile, China, Malaysia, and Mex-
ico) accounted for nearly 80 percent of total in-
vestment over the decade. Thus, the remaining 20
percent is distributed among all other developing
countries, with many having no significant pri-
vate investment at all. Compilations by the Chilean
Central Bank for the six main Latin American
economies show a similar pattern, relative to the
smaller countries in the Region.

This does not necessarily mean that attracting
private sector investment is less relevant for lower-

income countries. One or two projects can have
a very significant impact, as has been the case in
Cambodia and Mozambique. In the latter coun-
try, the railways and port restructuring project is
also benefiting neighboring states by reducing
Regional transport costs.

There has been important progress in recent years
in the institutional design arrangements in the
Organisation for Economic Co-operation and De-
velopment (OECD) countries. Examples include
the establishment of a highways agency and the
railway reorganization in the United Kingdom,
Australia’s rail privatizations, and the broadening
of responsibilities assigned to the Australian Na-
tional Road Transport Commission, as well as new
methods of bus contracting in Norway and other
European countries. Some of these internationally
recognized successes have since been adapted in
privatization initiatives in developing countries. It
is noteworthy, however, that