
6
he primary goal of this study was not to identify new

Next: projects for investment or to provide a regional transport
master plan for improved transportation and logistics net

Proposed Change L works. The problems discussed in this study have been

the subject of discussion at the national and regional levels for a

number of years, and the conclusions derived from the comparative

analysis are consistent with the issues already raised by the private

sector. Rather, our objective has been to develop a mechanism whereby

the best efforts of government, the private sector, and international

experience can be mobilized, and regional stakeholders can use the

mechanism to identify and provide direction for solutions for these

problems. Summary recommendations for consideration at national

and regional levels are presented in Table 6.1. The solutions are im-

portant not only for improving current economic performance and

developing areas where economic development has been lagging,

but also to meet the challenges of the future when rapidly falling

transaction costs and constantly improving logistics will change the

nature of competitive advantage for both developed and developing

countries.

Because many of the solutions involve policy matters and coordina-

tion between countries, an effective and sustainable mechanism by

which such coordination can be achieved is important. One of the

key recommendations of the delegates from the four countries at the

World Bank/Economic and Social Commission for Asia and the Pa-

cific April 1999 Regional Technical Workshop on Transport and Tran-

sit Facilitation (see proceedings of the workshop)' was to establish a

regional technical working committee to examine and promote key

subregional issues. Regional representation is critical because many

of the solutions extend beyond national and bilateral issues. Techni-

cal expertise is critical because of the breadth of activities to be cov-

ered and the interdependent links among issues. This study confirms

1. Proceedings of the workshop can be obtained from the World Bank. Also availabhe

at the Bank's external website http://w-ww.worldbank.org/html/fpd/transport/trfacil/
present.htm.
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TABLE 6.1 NATIONAL ANODREGIONAL0ACTIONS: SHORT TERM AND MEDIIM TO LONG TERM

j 0 0 t; 0f: 00;0000>i00000ANationalt0 00000000S0000f0 l0000(00;:0000; Regional

Short Teim
1. Strengthen the Transport and rade Facdilitation Technical Committees 1. ablish a regional technical workg committee to (a) identify

(mCs) recentlestblshed in Bangladesh, Bhutan,and Nepal that S methoforimproving logisticsfor intrareional and
are aimed at sustaining interaction between thepublk agees and eregionlrde,)set iorities and short-term targetsfor
the prvate sector.ThbeseommiteeOw indude representation fro achithe greatestbes,and (c) develop a forceful and
ministries or dpatmeits of commerce, customs, andtrn t or sustaioabrleo for Improving logistics in the region. The
communication, and private sector representation fomchambers of t cmmittee willindude:
commerce,transportserviceproviders assocations, and trade Government representatives of the relevant trade, transport,
associations. Examine similar institional options for icased and customs agences toprovide the policy and public
effectivedialogueon transport,gis and trade aclitationissues infastructure perspective.
inindiainthepublicandpivatesectors. Private secor representatives from shippers, consignees,

chambers of commercand logistics providers to bring a
private sector and comnmial perspective.
Specialis from other coutries and academia representatives
to provide best practices knowledge of trade facilitation,
supply-chain management, and logistics services, as well as
practical limitations on reforms experined by other regional
ttade blocs.

2. Technical assistance should be provided to assist transport ministries, 2. Regional workshops could be used to share information among
development banks,plannng ministries, freight forwarders, major transport ssionals,shippers and consignees,and forwarders
shippers, and experts in logistics in the techniques fsupply-chain toimpromvesuppl-hain logistics in theregion.Thiswouldbe
analysis.Thelogisticscostmodel developedwodpridkean easy particulalyhelplforimprovingregional andintemational
and adapble tool for training stakeholders. Procedures should be f itra,particulrlyforlandlocked regions.
developed for inorrating supplychain analysis into deisions
regarding investments in transort infrastructure and changes in
procedures for cross-border movement.lo W ops could be used to
inrm transport prfessionals, shippers and tOnsignee and
forwarders of the techniques ued in supply-chain management.

3. Port reform and moderniationforprovedperformanceand 3. Bilateral (and multilateral) dialogue and agreements can
logisticsis a prority for development of the counties' trade in facilitate routing regional cargo through more effiient ports. For
global markets. The meas wlndude: instance routing cargo thrugh more efficent ports on the
* Privatization of port manageentandoeions western coast of the subcontient couldrduce travel time by
* Deditated private terminl operations to ei go handling, aboutr one week fr exports to Europe.
* Facilitating routing cargo though more effiient pots, and
* Better coordination of meentsbetween feeder and mainline

c vessels by poin port pceroae. s the fer vessels
can operate on a fixed scedule. ftd 
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National Regional

4. Improve the physial design of land border crossirgs in high traffic 4. Coordination among relevant countries in effectively inproving
crossings to reduce congestion and delays, with strategic investments the physical design of strategic high-traffic land border crossings
in place of the current practice of ad hoc investments. Support private so that curfent congestion and delays are reduced dramatically.
sector involvement in development of superstructure and operations
at border crossings.

5. Simplificadon of import and export cargo dearance procedures 5. Harmonization and standardization of cross-border cargo
within the countries, induding introduction of Automated Systems dearance procedures across countries.
for Customs Data (or compatible) documentation.

6. Improved communkation systems and adoption of automated 6. Compatibility of automated systems for effective electronic
technology for electronic transfer of information. interchange of information.

7. Eliminate requirements for transshipment of cargo by trucks at 7. Revisions of bilateral transit protocols to fadlitate uninterrupted
border crossirgs and move toward inraeased transit access for movement of transit. Important changes include:
vehicdes from neighboring countries, so that multiple cargo handling * Replacement of the movement of transit cargo in truck
and associated costs and delays are avoided. In addition, introduce: convoys to flexible movement against specified time lImits
* Automatic weighing of vehides at border points with in-bond goods;
* Simplified procedures and risk-assessment strategies to replace * The use of secure seals for rai cars or containers carrying

current cargo inspection practices transit cargo with very few or no inspections of cargo at the
* Round-the-dock dearance of cargoes at high-density interchange border, other than checking seals;

points like Petrapole-Benapole and Gede-Darsana. * The Transports Intemationaux Routiers (TIR) system for the
carriage of goods approved by customs authorities from the
transport of sealed containers using the TIR camet; and

* Common vehicle inspection and licensing procedures for
trucks used to transport cargo across borders.

8. Monitoring/tracking systmes for cargo movement. 8. More effective mechanisms for monitoring the movement of the
cargo, instead of the existing practice of using fixed routes and
truck convoys. These could include:
* Joint checking of cargoes at the origin and destination;
* Electronk data interchange (EDI) between customs fadlities

within the country and across borders;
* Identification numbers, bar codes, or other forns of electronic

identification fortrucks and cargo containers;
The use of a freight operation information system for real-
time monitoring of trains, rail cars, and cargo; and

* Tracking systems for transit cargo carred by trucks.

(Table continues on the following pagej
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-Natial Regional

4. TheTMIs could oversee a review ofthe progsand plansfor 4. A review of the progress and plansfor harmonzation of rail
hamonization of rail nerks to determine te likely impact on networks to determine the lely mpt on regiona trafficilows.
national traffic flws. The review should indude ways to nrodue,expaandimpoe

Other itms On e rail agenda would idkde proposing standards block train operaions and rail-based ICDs to serve landloked
for roling stock such as the onfiguraon of tortaer rail a, the areas scope for private sector opeaions.
identifict system for rai as, and the intucion of airbrakes
and mautomatk couplers forthe frg cars ossing the border
between India and Banglas. Finally the re iew cmmtee wowd
look at inceased pivate sector invovement In unit tan operation
especally proposals for shipping nes and other logitk povders to
operate trains for the mwoement of containers inlan

5. Modem laws and reguatons cover dearer assignment of labilites 5. Harmonization of laws and regulons in the region to enable
for the cariage of cargo, permig tighter inlegratin of intermodal dear assgmet of liabilities for the carrioge of cargo and permit
movements and redudng barriers to entry for potential third-party tighter integration of iermodal movements across national and
logic providers. iternatonal bordersm (here is considerable international

experience and legal prcedence concerning this issue.)

6. Expand e-commerce opportunities more broadly to remote sectrs, 6. New systems are needed for imprwving voie and data transmis-
industries, and regions so that small and medium enterprses can sons between tustoms checkpoints at the border crssings and
market their produts directly to buiesses and makets.iMs would between the chepeoints and central customs offies and
inolve: seaports. initily this could be aco Jplished through a value-
* Acces to assureddala mmuntonsan Interntservices, ad network used by (usoms Ts could be expad to the
* Supportive legiaon to allw financal tranactons over the 1Cs and other border cossings that would act as a center of

tnternet atare both secure and legally biing, effient and ecti communicatis for schedung and
* Iresed privatization of telecommunicat s and Internet serves, coordiing movement with er activkies on the logisis
* Etabli"nment of a publi-priwate partnersip to ensure a dcain. fltimately, it should allow the users to input data

competitive environment for eommere services, and elecronicay throh multiple ports and, eventually, thrgh
* Wraning for small- and medium-scle businesses for effectieue the Internet

and developtent of services.

7. I the long term,syematiay oemeasurestomove toward 7. In the long term, systematkall introduce measures to mnove
offering shWpers doorc-todoor econal just-in-time delivery toward offerig shippers door-to-door economial just-in-time
serve,which is important forthe ounty to gain posion In the delivery service, which is important for the region to gain
global market. positn in the global market

8. Implementadton of a smart card stm for expediting all the
traons assoiated with cros-border movement
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the need for such a forum that is not necessarily * Private sector representatives of the shippers,
a permanent institution, but rather a flexible consignees, chambers of commerce, and lo-
adaptable body that can bring together issues gistics providers to provide a private sector
and suggest options for various stakeholders from and commercial perspective; and
the relevant countries, including the private and
public sectors. * Specialists from international organizations,

academia, and consulting organizations with
The subregion covered by this report has made detailed knowledge of trade facilitation, SUp-
a beginning in establishing regional dialogue. ply chain management, and logistics services
Under SAARC, a subregional grouping with rep- to provide information on best practices, as
resentation from the four relevant countries well as on practical limitations of reforms ex-
(Bangladesh, Bhutan, India, and Nepal) has al- perienced in other regional trade blocs.
ready been established. The private sector in the
subregion (led by the chambers of commerce) The institutional form, mandate, and terms of
has signed a memorandum of understanding. It reference of the regional technical committee
has launched the Emerging East Initiative to pro- would be examined in consultation witlh regional

mote investment and trade in the subregion. The stakeholders as part of a process of discussing
private sector is in the process of formalizing the findings of this report at national workslhops
the institution. To address cross-sectoral issues and a regional conference. This chapter will
on transport, trade facilitation, and logistics, and present preliminary ideas for the range andl scope
to support continual private and public sector of tasks that the regional technical committee
inputs, technical committees (Transport and Trade would address. The committee would review
Facilitation Technical Committees or TTTCs) were ongoing efforts in the region and elsewhere and
formeed in Bangladesh, Bhutan, and Nepal, after develop a time-bound action plan. The commit-
our national consultative workshops in July 1999. tee would coordinate with SAARC and the sub-
These committees consist of key governmental regional quadrangle body, the private sector's
representatives from the ministries of commerce, Emerging East Initiative group, the national
transport, customs, and other agencies, and pri- TTTCs, and other relevant public ancl private
vate sector representatives from the chambers agencies mentioned earlier. The implementation
of commerce, freight forwvarders' associations, of its recommendations would require domestic
shippers' councils, and other organizations. and bilateral initiatives and would be the respon-

sibility of the mTCs in each country.
There is need for a regional public-private fo-
rum to identify methods for improving logistics PRELIMINARY AGENDA
for both intraregional ancd extraregional trade,

set priorities and short-term targets to achieve It is important to point out that, in addition to

the greatest benefits, and develop a forceful and several issues that require regional approaches

sustainable program for improving logistics in and bilateral or multilateral agreements, there

the region. This forum or regional technical com- are some areas that can be more efficiently dealt

mittee wvould have a tripartite representation: with at a national level. There are three agenclas

to be addressed:

* Government representatives from the relevant

trade, transport, and customs agencies to pro- * Coordination of transport sector reform and
vide the policy ancl public infrastructure per- investment, which would be addressed at a

spective; national level through the individual TmfCs,
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* Trade facilitation, which would be addressed for the countries is the improvement of seaports.
at a regional level through the regional tech- Efforts to reform the port sectors in India and
nical committee, and Bangladesh are longstanding but have achieved

relatively little, other than the recent private sec-
* The development of business-to-business tor initiatives on the west coast of India and the

e-commerce at both the national and local private sector Patenga port that is being planned
levels. in Bangladesh. In contrast, East Asia has achieved

rapid gains in port productivity and generated
There would be need for both short- and long substantial investment in port infrastructure and
term improvements. The short-term improve- equipment over the last three decades. The port
ments would address problems related to: sector has been rationalized, customs procedures

have been automated, and the private sector has
* The exchange of goods between East and taken over operations of several ports. Although

Northeast India; container traffic volumes have increased in South
Asia, the time and costs for transferring contain-

* Bhutan and Nepal trade with international mar- ers has not declined substantially. Calcutta and
kets and with regional markets (in the case of Chittagong remain the most inefficient compo-
the latter, many commodities have short shelf nents of the logistics chain, with average vessel
lives); and waiting times of several days and container han-

dling rates of less than six boxes per hour per
* The trade between Bangladesh and neighbor- handling point.

ing countries, including Northeastern Indian
states, and strategic improvements for Port reform is crucial for improved logistics. It
Bangladesh transport and logistics systems to is the subject of several ongoing efforts at port
improve global trade. modernization. A key element is private termi-

nal operations, which would expedite cargo
These would also have significant implications handling. For foreign shipments, improvements
for improved logistics in the individual coun- in the logistics associated with port handling
tries. The long-term improvements would focus and ocean transport is critical because of the
on the region's capacity to meet the logistics re- dominance of the costs and the time associated
quirements for trade in high-value goods. with port handling and ocean transport. A re-

duction in the time for ocean transport would

Coordination of Transport Sector Reform and Investment have a marked impact on total travel time. This
can be accomplished in two ways: by routing

The key areas for attention would be the devel- cargo through more efficient ports and by co-
opment or improvement of seaport and landport ordinating movements between feeder and
facilities to serve the foreign trade of all coun- mainline vessels. The first will become more
tries, including the landlocked ones; the coordi- attractive as the rail container movements to
nation of the investment and maintenance of the the Indian ports on the western coast improve.
transport linkages across borders; and the intro- The second requires improvements in port per-
duction of modern technology for monitoring the formance in order for the feeder vessels to op-
flow of cargo and vehicles across borders. erate on a fixed schedule. This involves the

establishment of dedicated privately operated
A priority area for attention that has direct impli- terminals. The first approach will reduce travel
cations for opportunities in the global markets time by about one week for movements to
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Europe. The second approach will reduce travel is delayed waiting for service to be brought to
time by about three to five days. the site. One of the advantages of creating a

limited number of border crossings is that in-
The road, rail, and inland water transport net- vestment can be concentrated and traffic levels
works require substantial improvements. The will be sufficient to encourage private logistics
current networks have low average travel speeds, service providers to locate offices there. Where
limited hours of operation, and relatively high possible, the private sector should finance the
losses due to poor maintenance. Investment development of the superstructure at the border
needs in network infrastructure include widen- crossing.
ing roadways, constructing dual carriageway
roads, strengthening bridges, deepening and Rail reform is important for the movement of
straightening navigational channels, harmoniz- goods over long distances and in areas not well
ing rail lines, double tracking high-density rail served by the road network. At a national as
corridors, developing better rail terminals, stan- well as a regional level, there would be a need
dardizing rail car technology, installing systems to review the progress and plans for harmoniza-
to more closely monitor the movements of roll- tion of rail networks to determine the likely im-
ing stock, and providing better signaling systems. pact on national and regional traffic flows. At
Improvements in operation should include pro- the national level, the FFFC would be respon-
viding larger-capacity, more powerful, and more sible for the review process, whereas at the re-
reliable transport units, introducing private sec- gional level a regional committee would oversee
tor management; and making greater use of tele- the review process. The review should include
communications and electronic data processing. ways to introduce, expand, and improve block
All of these require careful study and planning train operations and rail-based ICDs to serve land-
at this stage if they are to be effectively imple- locked areas. There wotuld be need to review
mented during this decade. the experience of Nepalese ICDs, including ef-

forts to provide private sector operations and
The physical design of the cross-border facilities prepare recommendations for making the pro-
needs to be dramatically improved. The services cess more efficient, effective, and transparent.
provided at these facilities will depend on the Other items on the agenda wouldCI include pro-
volume of cargo handled, as well as on the trans- posing standards for rolling stock, including the
port modes being served and the protocol gov- configuration of container wagons, the identifi-
erning the cross-border movements. Basic cation system for wagons, and the introduction
operational analysis should be applied to the of air brakes and semiautomatic couplers for the
capacity of processing gates, parking areas, and freight wagons crossing the border between In-
intermediate storage areas to determine the dia and Bangladesh. Finally the review commit-
amount of investment required to avoid conges- tee would look at increased private sector
tion and limit delays. Benapole is an example of involvement in unit train operations, especially
ad hoc planning where there have been signifi- proposals for shipping lines and other logistics
cant investments, but the investments were not providers to operate trains for the movement of
well planned to fill gaps and inadequacies di- containers inland.
rected at the right components. As a result, the
various components of the facility do not work Even as efforts are underway to undo the re-
well together. Many of the other border cross- strictive trade practices of earlier decades, it is
ings have little or no investment, and transport important to look ahead to the fundamental ways



Next: Proposed Change 111

in which trade is changing and to develop strat- These include the simplification of documents,
egies for creating or at least maintaining a com- introduction of ASYCUDA documentation, and
petitive advantage. Two areas in which the region adoption of new technologies, including the
must catch up with the rest of the world are electronic transfer of information using elec-
multimodal transport and the assignment of li- tronic data interchange for administration, com-
ability for carriage of goods. Although the freight merce, and transport protocol. These reforms
transport in all four countries can accommodate need to be applied more consistently at the
intermodal movements, the operations of the seaports and border crossings across the region.
individual modal services are not integrated. The standardization and simplification of docu-
Despite the introduction of the multimodal trans- ments should be coordinated so that the same
port act in India, there has been relatively little documents are used on both sides of a border.
success in offering to shippers and consignees a The procedures should be simplified to increase
door-to-door service that is both efficient and institutional efficiency and to reduce both for-
economical. mal and informal costs.

One of the constraints limiting multimodal trans- Improvements in communications and document
port is the lack of modern laws and regulations transfer are required so that the agencies involved
covering the assignment of liabilities for carriage in monitoring border crossings are informed of
of cargo. Clearer assignment of liabilities per- upcoming movements and have the supporting
mits tighter integration of intermodal movements documentation readily accessible, preferably in
and reduces the barriers to entry for potential electronic form. Efficient exchange of informa-
third-party logistic providers. It also makes rail- tion between shippers and customs officers, and
roads and trucking companies improve their shippers and shipping lines, as well as between
quality of service to limit their exposure due to the customs officers on both sides of a border
loss or damage of cargo. There is a consider- crossing, can significantly reduce the time re-
able body of international experience and legal quired for cargo movements as well as the un-
precedence in this issue. There is little reason certainty associated with these movements. This
for delaying the enactment of these laws and will be especially important for efficient opera-
regulations. tion of the ICDs at the Nepalese border, the major

border crossings between India and Bangladesh,

Regional Trade Facilitation and the seaports handling imports, exports, and
transit cargoes.

The second agenda, regional trade facilitation,
would cover protocols and procedures. In par- The existing bilateral transit protocols are a work
ticular it would focus on the need for: in progress. They have been useful in opening

borders that had been closed and creating op-
- Simplification and standardization of cross- portunities for transit cargo to move from land-

border cargo clearance procedures, and locked areas. They have not, however, provided
efficient mechanisms for handling transit cargo,

* Revision of bilateral transit protocols. but treat them instead like import or export cargo.
The first priority is to end the remaining prohibi-

The cost and time for customs procedures at the tions on cross-border movements of cargo for
land borders have been reduced through ongo- both regional and international trade. The next
ing national efforts to reform customs procedures. is to eliminate the remaining requirements for
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transshipment of cargo between the vehicles at * Common vehicle inspections and licensing
the border. After that, it will he necessary to in- procedures for trtcks used to transport cargo
troduce the various procedures used in different across borders.
trading blocs for the efficient movement of tran-
sit cargo. * Autiomatic weighing of vehicles at border

points.
The elimination of transshipments for road trans-
port is important because the cost and time for * The TIR system for the carriage of goods
transport increases dramatically where cargo must approved by cUstoIIIs atithorities from the
be transferred between the trucks of each coun- transport of sealed containers using the TIR
tnr.2 The shipper incurs the additional cost for carnet.
multiple handlings and is prevented from using
the less costly of the two transport providers for * Simple procedures and risk-assessment strat-
the entire trip. This systemn limits the potential egies to replace current cargo inspection prac-
for backhaul cargoes, thereby increasing the cost tices.
of transport. New bilateral transit protocols should
allow uninterrupted movement of transit goods * Round-tlhe-clock clearance of cargoes at high-
in-bond In particular. the protocols witlh density interchange points such as letrapole-
Banglacdeshi need to be modified to allow trucks Benapole and Gede/Darsana.
from other countries to operate in Bangladesh.
This will not only improve Bangladesh's trade * Development of full rake sidings, night tin-
with its neighbors, but it would also attract tran- loading facilities, and terminal facilities at
sit traffic to use the logistics services in major loading and unloading points.
13angladesh.

These reforms shouldl be accomplished over the
Some of the more important customs reforms next three years. The regional technical commit-
that need to he introduced to facilitate cross- tee woould examine methods for expediting their
border movement of transit traffic, as well as implementation.
reforms related to bilateral trade, include:

There is a need to modify the protocols to offer
* Replacement of the movement of transit cargo more routes and improve border crossings. It is

in truck convoys to flexible movement against impor-tant to identify specific horder crossings
specified time limits. whiere government officials intend to provide

significant infrastructure and a larger customs
* The use of secure seals for wagons or con- presence. These crossings will handle a majority

tainers carrying transit cargo, along with the of the movements by road and rail. It is also
practice of conducting very few or no inspec- important to identify minor border crossings that
tions of cargo at the border, otlher than check- will lhave a lower level of service but will pro-
ing the seals. vide an outlet for areas that have relatively low

volumes of tracle and are far from the major cross-
ings. The selection of rotutes is a more conten-

2. Tie railways and the inland waterways transportation tious issue. Any limitation on routes will create
networks already have protocols for the movement of inefficiencies. The goal should be to give ship-
vehicles and vessels across borders. pers free access to the transport network while
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still keeping them accountable for safely mov- providing a specific service. In the 1970s, with
ing cargo to its destination. Under this system, the advent of multimodal transportation, ship-
the market would decide the most effective route, ping lines and freight forwarders sought to pro-
depending on the type of commodity and the vide door-to-door movement of cargoes.
final destination. However, existing regulations slowed the inte-

gration of transport services and protected the
The mechanism for monitoring the movement less efficient providers of individual logistics ser-
of the cargo would have to be more sophisti- vices. Nevertheless, consolidation did occur. The
cated than the use of fixed routes and truck con- same companies now provide customs clearance
voys. A variety of ways to accomplish this were and forwarding. Forwarding agents are able to
mentioned in the previous paragraph. Other in- contract directly with transport companies and
novations that could be introduced include: form alliances with foreign forwarding agents to

provide door-to-door services. Forwarders also
• Joint checking of cargoes at the origin and sought to provide cargo consolidation. However,

destination; the ports are reluctant to give up this role, and
they frequently require shippers and consignees

* EDI between customs facilities within the to consolidate or deconsolidate their cargo within
country and across borders; the port boundaries.

* Identification numbers, bar codes, or other Modern integrated logistics service providers of-
forms of electronic identification for trucks and fer a full range of logistics services, including
cargo containers; intermediate storage, consolidation, packaging,

inventory control, customs clearance, and cargo
• The use of freight operation information sys- tracking, as well as arranging for basic transport

tem for real-time monitoring of trains, wag- services. In some cases, they will also take re-
ons, and cargo; and sponsibility for the inventories and sales of the

cargoes. The development of these integrated
* Tracking systems for transit cargo carried by services has yet to occur in South Asia. Third-

trucks. party logistics will become more important, both
as trade in high-value goods increases and as

The committee should evaluate the alternatives producers focus on their competitive advantage
and select those that can be implemented in the in research, production, and marketing, and rely
next five years. The committee would also look on others to provide efficient logistics functions.
at the longer-term implementation of a smart card For low-value goods, it will continue to be more
system for expediting all the transactions associ- efficient to negotiate individual services between
ated with cross-border movements. the shippers and suppliers of the services.

The committee would examine current regula- Development of Business-to-Business e-Commerce
tions of the logistics industry and identify ways
to foster greater competition while at the same The third agenda would be the development of
time allowing for vertical integration through the better trade communications. The rapid evolu-
introduction of full-service, third-party logistics tion of telecommunications services and the im-
providers. Logistics services were traditionally portance of those services to trade extends from
provided by a number of different actors, each creating more efficiency on the major trade routes
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to providing service to the more remote, less- against specifications and terms of tendering
developed areas. The unprecedented accessibil- posted by buyers. Most recently, this has ex-
ity provided by the Internet is matched by the panded into Web hosting of auction sites on the
scalability of its services. The first phase of elec- Internet. Within a few years, it is anticipated that
tronic commerce was limited to proprietary sys- this innovation, combined with simplified Web
tems developed by major transport companies hosting and improved Web browsers, will allow
and trading organizations. The second phase uti- small- and medium-scale enterprises to market
lized value-added networks that provided EDI their products directly to customers or, more im-
services developed by customs organizations, portantly, to businesses through the Internet. If
seaports, and other government agencies. The these enterprises are to succeed in this market,
third phase is the ongoing development of they will require access to good-quality data
Internet-based business-to-business transactions communications and Internet services. They will
using Extensible Markup Language (X:ML) mes- also require supporting legislation to allow fi-
saging. It is this latter system that offers the great- nancial transactions over the Internet that are
est opportunities for improvements in trade and both secure and legally binding.
logistics in areas located away from the major
trade routes. These systems facilitate communi- Efforts to expand e-commerce have generally
cation and coordination between importers/ex- begun with the private sector, followed by aca-
porters and foreign markets, and between demic and government attempts to provide
shippers and customs. It also creates opportuni- broader access to this way of doing business. A
ties for more efficient use of the available trans- private-public partnership should be established
port services. This can lead to a reduction in to ensure that a competitive environment is de-
both the cost and time for transport of goods. veloped for providing e-commerce services and

that publicly supported training and promotional
EDI and business-to-business e-commerce are efforts focus on small and medium businesses.
two areas of increasing importance. Immediate Among the strategic partners to be included in
attention should be given to implementing EDI this effort are the telecommunications compa-
services that are accessible to both regional cus- nies, chambers of commerce, and industrial fed-
toms authorities and logistics providers involved erations. Their focus would be to provide
in regional trade. telecommunications access and Internet services

for businesses at a reasonable cost, as well as
Business-to-business e-commerce is a rapidly providing training in the use of e-commerce and
expanding area of trade that makes use of mod- technical assistance for the creation of Web sites
ern communications technologies to broaden the and Internet markets.
market in which buyers and sellers conduct busi-
ness and to reduce the costs of the transactions The potential to improve information services is
in this market. This method of trade began with constrained by two factors. The first is the qual-
large companies that established proprietary com- ity and coverage of telecommunications services
munications and data management networks to in the remote areas of the region. The second is
facilitate the interaction between their produc- the lack of private sector participation in the pro-
tion units and suppliers. In recent years, this ef- vision of these services, especially the Internet.
fort has been expanded to external networks that Government regulation of Internet service pro-
accommodate bidding by multiple suppliers viders prevents competition, thereby maintain-
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ing relatively high prices and low quality of ser- culties in reaching agreements on how to im-
vice. It also raises questions about the security prove the efficiency of the shipment of goods
of transmitted messages. within and beyond a region is that the discus-

sion between the public and private sectors rarely
New systems are needed for improving voice rises above the level of anecdotes. Occasionally
and data transmission between customs check- a detailed analysis will be performed of one com-
points at the border crossings and between the ponent of the supply chain. Supply chain analy-
checkpoints and central customs offices and sea- sis allows public officials, shippers, consignees,
ports. Initially this could be accomplished through and logistics providers to identify major bottle-
a value-added network used by customs. This necks and other inefficiencies in trade logistics
could be expanded to the ICDs and other bor- and to assess the costs and benefits of initiatives
der crossings, which would act as a center of to improve the performance of individual com-
efficient and effective communications for sched- ponents of the supply chain. The analysis pre-
uling and coordinating movements with other sented in this report suggests that improvements
activities on the logistics chain. Ultimately, it in seaports will offer the greatest return on in-
should allow the users to input data electroni- vestment followed by improvements in the cross-
cally through multiple ports and eventually border procedures. However, these findings
through the Internet. apply to specific combinations of cargoes and

routes. The same type of analysis needs to be
performed as part of any effort to increase the

REGIONAL CAPACITY BUILDING efficiency of trade for a specific commodity and
origin/destination pair.

As mentioned earlier, regional stakeholders will
develop the exact structure of the regional com- Technical assistance should be provided to as-
mittee, as well as its mode of working, coordi- sist transport and planning ministries, develop-
nation with existing regional and national entities ment banks, freight forwarders, major shippers,
involved in transport and logistics, and the par- and experts in logistics in the techniques of sup-
ticipation of international agencies. It would be ply chain analysis. Procedures should be devel-
developed as a follow-up to this study and to oped for incorporating supply chain analysis into
subsequent discussions with these stakeholders decisions regarding both investments in trans-
in national workshops and a regional conference. port infrastructure and changes in procedures

for cross-border movements. Workshops could
A separate effort is needed to develop the ca- be used to inform transport professions, ship-
pacity within the public and private sectors to pers and consignees, and forwarders about the
perform supply chain analysis. One of the diffi- techniques used in supply chain management.
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