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l. MANDATE

1. Atits sixty-ninth session (6-8 February 2007), thiand Transport Committee considered
the review of the transport situation and emergiegelopment trends (ECE/TRANS/2007/5)
and asked the secretariat to produce a similarewevin 2008. This document reviews the
transport situation in the ECE region in 2007, &l @s some underlying trends and projections.
It has been prepared by the secretariat on thes dsavailable statistical data, as well as
contributions from Belgium, Croatia, Hungary, Genyalreland, Poland, Turkey, Switzerland,
European Investment Bank (EIB), International UniminRailways (UIC) and International
Union of Combined Road-Rail Transport Companie @)

2. The next section of the note describes main ecan@nd transport trends in the ECE
region. The following section discusses obstattethe development of transport as well as
policy and regulatory responses. The concludingi@econcludes. It is followed by tables and
an annex with short summaries of the country cbations submittedContributionsin full are
available at the Transport Division website (http://www.unece.org/trans/welcome.hjml

GE.08-23274
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[I. RECENT ECONOMIC AND TRANSPORT TRENDS

3. Following the global credit tightening in resgento developments in the American
subprime mortgage market, economic growth deceldrat most parts of the ECE region,
averaging close to 3% in 2007. GDP growth ratededaconsiderably across subregions,
reflecting the dynamic catch up in per capita patiity and income levels. The pace of
expansion is expected to slow further in 2008 ishitCE economies (Table 1).

4. Eastern Europe, South-Caucasus and Central (8$%) continued to outperform other
ECE subregions. Despite some deceleration in tbensehalf of the year, growth remained also
strong in new member States of the European Urfids) @nd South-Eastern Europe (SEE).
Output expansion was understandably less dynamihigh-income economies of Western
Europe and North America.

5. The pattern of growth differed across marketd transport modes. In the United States,
the freight transportation services index rose B¢dlin the first 11 months of 2007 while the
passenger transportation index was up by only &.7% Western Europe, CIS and SEE inland
transport services grew broadly in line with macam®mic activity, with a few exceptions.
According to the Commonwealth of Independent Sta{€dS) Statistical Committee
(http://www.cisstat.con)/ inland freight traffic in tonne-km (excludingpglines) grew in CIS
during the first three-quarters of 2007 by about 6%r the same period of 2006. Intercity
passenger transport (excluding private cars) ise@dy 3% over the same time period. Private
automobile transport grew presumably at a fasteepa

6. UIC statistics for the first half of 2007 shawat rail freight traffic, measured by tonne-km,
increased in the EU by some 2% over the correspgngeriod of the preceding year; in
contrast, it jumped by almost 9% in the RussianeFatibn while stagnating in Turkéy.Rail
passenger traffic, measured in passenger-km, isedem the EU by about 1.6% over the same
time period; it fell in the Russian Federation b§% and increased in Turkey by almost 7%.

7. Available national data indicate that road tcaKept increasing in 2007. Passenger road
transport continued to grow in all countries, altgb its growth was weaker in Western Europe
than in CIS and SEE. Road freight transport coriihto hold its dominant share as the principal
transport mode throughout the EU, as well as irfSBE countries. In contrast, rail accounted for
a predominant share of freight transport in CISb{&a2). However, in nine CIS countries
railway labour productivity has remained well beldlhe 1989 level, implying large over-
employment. Productivity in the remaining threeSGiountries (Georgia, Kazakhstan and
Russian Federation) has surpassed the 1989 lev&-B%%. In contrast, railway labour

! For a comprehensive analysis of growth trend20®6 and early part of 2007 in ECE emerging magkenomies
see EBRD, Transition Repopttondon, 2007.

2 The freight and passenger transportation seniiwgises are updated monthly by the Bureau of Trariation
Statistics dttp://www.bts.gov/xml/tsi/src/index.xrml

% CIS went from 64 passenger cars per 1,000 peisdat@90 to 141 in 2003. In 2003, the number of pager cars
per 1,000 persons ranged from 38 in Kyrgyzstan6tb dars per 1,000 inhabitants in the Russian Faderéwhich
has shown the most significant increase, from 609@0 to 161 in 2003).

4 For details, seehttp://www.uic.asso.fr/stats/article.php3?id agi2>.
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productivity in Estonia has more than tripled sifé89 (Figure 1.

8. UIRR statistics show that road-rail intermodadffic continued to increase rapidly in
Europe in 2007, following the 15% jump in 2006 whtreached 2.7 million consignments or
5.4 million twenty-foot equivalent units (TEU). Winh this, international unaccompanied
combined transport continued to concentrate on tthes-Alpine corridors. The pace of
development of intermodal transport has been pdatily fast in new EU member States,
reflecting strong inflows of foreign direct investnt (FDI) from West to East and expanding
trade flows in both directions. Similar trends agup® be imminent in the European part of CIS,
following a significant increase of FDI in manufadhg, including the automotive secforThe
gradual liberalization of the railway market wasamg the underlying factors explaining the
increase in international intermodal transport; aeer, the rail service quality has improved
only 7slightly. In the early months of 2007 only 55%international intermodal trains arrived on
time.

1. TRANSPORT ISSUES AND POLICY RESPONSES

A. Investment and Funding

9. Following its decline to 0.8% of GDP in the 189hvestment in transport infrastructure
averaged 1% of GDP in Western Europe in the figdt of the 2000s. This type of investment
has also increased in EU member States from Celtredpe and candidate countries from
South-Eastern Europe (Croatia, Turkey and The foriiggoslav Republic of Macedonia),
reaching 1.5% of GDP by the mid-2000s. The roadoseaccounted for more than 60% of
inland transport investment in Western Europe dmbiti80% in the new member States and
candidate countrig.

10. The EU structural and cohesion funds for casfting of transport infrastructure projects

have been beneficial to the regions lagging behirmer capita incomes. New member States as
well as candidate countries benefit significantlgni their access to EIB financing and other

forms of EU assistance in their efforts to overcqmast underinvestment in the road, rail and

urban transit infrastructure.

11. Similarly as in the EU area, transport infrasture investment has picked up in CIS since
the early 2000s. The volume of infrastructure itvesit has been especially impressive in
resource-rich economies of the subregion. For el@ngver the period 2000-2006 transport
infrastructure investment accounted for 18% ofdixapital formation, averaging 3% of GDP in
the Russian Federation.The transport infrastructure investment/GDP rigithus three times
higher than in Western Europe and about twice gb bBs in the new EU member States and

® The passenger rail service (South-West Railwaya$ wrivatized at the end of 2000 and the freightiema
(Estonian Railways) in August 2001. In January 200G¥ Government bought back the majority stakestolan
Railways from private investors. Over the peri@2-2006, labour productivity of the Estonian raiiw

sector almost doubled. Annual productivity leveis available at
<http://www.ebrd.com/country/sector/econo/statstek.

® According to Russian Railways, in 2007 “test shimts of Toyota car components have been carriedlong
the Trans-Siberian [line]” kttp://www.eng.rzd.ru/news.html?action=view&nav_id&ti id=2618>.

’ Less than 30 minutes late.

8 For details, sebttp://internationaltransportforum.org/statistiosééstment/invindex.htnand national statistics.

® For details, sebttp://www.gks.ru/wps/portal/english
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candidate countries. Despite these developmeritsancing, it is not likely that the huge gaps
in the levels of infrastructure availability andadjty can be closed in the near term.

12. International financial institutions have comid to play an important role in
infrastructure development in emerging market eouae of the ECE region. In 2007 the World
Bank (IBRD and IDA) lending for the development teinsportation in Central, Eastern and
South-Eastern Europe amounted to $722 million wiiles commitments reached $455 million.
The lending for infrastructure projects by the Egan Bank for Reconstruction and
Development (EBRD) was of comparable magnitude.e &€kpansion of the external lending
mandate of the EIB for the period 2007-2013 haseaaly resulted in signed projects in the
Republic of Moldova (€30 million for the rehabilitan of the trunk road network), Turkey
(€630 million for a new high-speed railway line)adkraine (€200 million for the rehabilitation
of the highway between the capital city of Kyiv anekstern Europe). The Ukrainian project has
been co-financed with the EBRD while the Moldovawjgct has been co-financed with the
EBRB and the World Bank. In addition, a number @Bzemerging market economies have
financed transport infrastructure projects with thie of the loans provided by the Asian
Development Bank and Islamic Development Bank. e¥eless, finance remains scarce
relative to basic infrastructure maintenance andstaction needs in the least-developed
countries of the ECE region that are charactermedifficult operating conditions and limited
borrowing capacity.

13. In CIS and SEE countries, the pace of infrastine reforms has remained slow. According
to the latest EBRD data for both subregions, in72d@ reform of railways advanced in only one
country (Russian Federation) while the reform ie tikad sector advanced in two countries
(Bosnia and Herzegovina, Kazakhstan). Further, mbau of key infrastructure projects have
been initiated or continued in order to overcomgomhbottlenecks or complete missing links.
Some Governments have pursued ambitious PPP mdjeat would help them to modernize
important segments of their transport infrastruetdVhereas such projects are already under
way in Turkey, the legislation governing concessibas been adopted only recently in a number
of CIS and SEE countries. Moreover, the qualityhefse concession laws remains inadequate,
ranging from very low (3 countries) and low (5 ctigs) to medium (7 countriedj. Closing

the infrastructure gap and attracting more privatestment, including FDI, to the transport
sector are likely to remain major policy issue€is and SEE countries.

B. Poverty Reduction and Transportation Development

14. Despite some positive investment trends meetioabove, the provision of efficient
transport services has not been feasible in lowrre ECE economies, where lack of financing
remained a serious barrier to the modernizatiorolusolete infrastructure and fleet. With a
majority of the population still facing limited aess to the labour market, the role of public
transport and also the availability of roads, paitrly rural roads are critical. Transport offers
access to opportunities and thus eventually ihisngportant component of measures aiming at
poverty reduction.

15. Investment in the building and maintenance wflr roads can increase significantly
agricultural productivity and rural wages, faciléathe shift from subsistence farming to
commercial activities and contribute to social depment through improved access to basic

10 For details, see the 2007 EBRD transition indicatbittp://www.ebrd.org/country/sector/econo/statsig.
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education and health serviceés.For example, the rural infrastructure developmanaject in
Armenia, initiated last year with the support of tHS Millennium Challenge Corporation, may
be one of the best practices in how to addressdbrdasues through transport development. The
investment programme aims to improve the living ditons of 75% of the Armenian rural
population with the aid of a $67 million grant &habilitate over 900 km of rural roads.

C. Transit and Trade Facilitation

16. Given the financial constraints on infrastruetinvestment in a number of CIS countries,
the use of existing transport links ought to bdarojed. Priority projects should focus on the
maintenance and upgrading of the existing netwédf®re new investment is embarked on.
However, frozen conflicts continue to impede matgral and regional consultations on
investment planning. Moreover, the recent ECE-ESGARIy on Euro-Asian inland transport
links concludes thaton-physical obstacles to transport development are extensive in a number
of economies in the Caucasus and Central Ksimperfect transport markets contribute to high
transaction costs of international trade in lankiéat countries on the Euro-Asian land bridge.
For instance, most recent estimates of the WorldkBenply that the costs associated with
export and import procedures are up to 5-6 timghdriin Central Asia than in ECE countries
with efficient regulations® Inland transportation accounts for about thresrigus of the cost of
international trade in Central Asian countries.

17. Border-crossing procedures have continued toulngbersome in many parts of the ECE
region. For instance, a fully integrated cross-borsignalling system for rail transport has not
yet been established throughout the EU, where rtfmaa 20 different signalling and speed
control systems are still in use. Despite somgnass, most international passenger and freight
trains still have to stop at border stations tonggalocomotives and drivers. Border-crossing
obstacles are often aggravated by the lack of tsheking agreements and time-consuming train
re-marshalling at borders.

18. Competition-restraining rules have posed amctignificant barrier to the development of
more efficient inland transport in the ECE regi®he previous year’s review noted that lack of
competition hindered efficient provision of railréiees. Restrictions of competition in the road
and inland navigation sectors are also counterftdcts The considerable costs and waiting
times associated with the issuance of visas fdiepsional drivers have also limited competitive
pressures, resulting in higher than necessarydcddins costs and, ultimately, higher consumer
prices. In particular, the expansion of the Schargmne in December 2007 has resulted in the
tightening of the visa regime for professional kudrivers from a number of CIS and SEE
countries. Furthermore, line-ups of trucks waitiogclearance at the external border of the EU
with the Russian Federation have lengthefte@flecting traffic bottlenecks as well as lack of
intergovernmental cooperation.

1 For additional information, seenitp://www.cuts-citee.org/DI-enewsletter1-08.km

2 The study is available ahttp://www.unece.org/trans/main/eatl/in_house_siodif.

13 For details, seehttp://www.doingbusiness.org/ExploreTopics/TradirgdssBorders.

1 Toillustrate: the queue at the Latvian-Russiarder at the Terehova checkpoint reached 1,5@@gr(about
4 waiting days) in December 2007. For more detads European Voic8 January 2008.
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D. Liberalization and privatization

19. International road transport in large partshef ECE region has continued to be adversely
affected by growing protectionism with respect éad permit quotas and also by cumbersome
administrative barriers at border-crossing poimsluding extensive cargo searches, compulsory
convoys and limited opening hours. Moreover, theswand regulations governing transit and
border crossing in a number of low-income ECE cpesthave remained unclear while
changing frequently without notice. Aside from NoAmerica, the only large ECE subregion
that has achieved a high level of liberalizatiotransport services is the European Union.

20. Within the EU, the comparatively liberal regimehe transport sector has been expanded
in 2007 with the complete opening of the rail flgigharket to competition (including cabotage).
Moreover, the EC third railway package providestf@ market opening of the international rail
passenger transport by 2010 (without cabotage).edevw even full-scale liberalization of the
EU rail sector cannot revitalize it unless the asfructure is modernized to achieve
interoperability, a necessary precondition for effee competition. Voluntary agreements of
national authorities have already reduced the uadecertification of railway vehicles in five
EU countries and Switzerland. The European Raiffitrdlanagement System (ERTMS) has
been implemented to date on 1,700 km of linesme iU countries. ERTMS will continue to be
expanded by competent rail authorities in comirgrye

21. So far, the EU countries that opened theirfraight markets to competition (Germany,
Sweden, United Kingdom) experienced stronger efficy gains and lower transport prices than
those with closed markets. The establishment dfregulators has been a major institutional
change both in EU member States and also in semeraEU countries. One of the dilemmas
was the choice between a multi-sectoral reguldtat is responsible for a number of markets
(e.g. energy, water, transport) and independentla&ays for specific activities. Privatization is
another major change in the transport sector teendily dominated by State-owned enterprises
(SOEs). The recent acquisition of MAV Cargo (thendgarian national rail freight operator in
the MAV SOE group) by a consortium of Rail Cargoskia (rail freight operator of the
Austrian national railroad company OBB) and GYSHEke(independent Austrian-Hungarian
railway company, also known &aberbahn) has created the third largest rail freight opmrat

the EU with direct access to CIS and SEE subregialigshese trends are expected to raise the
efficiency of transport services.

E. Road Safety

22. Road safety has continued to be a seriousgmotiiroughout the ECE region, resulting in
more than 140,000 traffic fatalities per year. &oihg improving outcome in preceding years,
the year 2007 saw a pronounced increase in the ewdailpeople killed in road-traffic accidents
in many countries of the region. The data availdbiethe first half of the year show that road
fatalities increased in comparison with the samgogdeof 2006 by more than 10% in the EU,
CIS and SEE subregiofis. The factors underlying this regressive tendenayehyet to be
identified. There are, however, positive exampthed are worth taking note of such as the 2001
commitment of the EU to halve the number of roacidemt victims by 2010. Even though this

5 Data on road traffic injuries in 2007 are not geailable for some ECE countries, including Careth the
United States.
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ambitious target is unlikely to be reached in 20h@, number of fatalities will be significantly
below the 2001 level.

23. Achieving sustainable mobility has become arpartant policy objective in most
countries. Road traffic safety continues to be ohmajor policy concerns throughout the ECE
region. The road-safety performance (measureddffictifatalities per vehicle) is uneven across
the region, ranging from good in North America &ddstern Europe and medium in the new EU
member States and candidate countries to poorSna@tl SEE countries. There seems to be no
easy shortcut to excellent road-safety performance.

24. The introduction of tougher penalties, inclgdia strict demerit point system, in the

summer of 2006 in the Czech Republic was followeéflirst by spectacular reductions in road

traffic deaths. However, the momentum has not Isestained and the preliminary data for 2007
indicate a significant year-on-year increase ialfa¢s. Following a reversal in the positive road-

safety trend in 2007, Russian authorities introduceigher penalties for road traffic infractions

in January 2008. While initial results appear topbemising, it remains to be seen whether the
new incentives improve the behaviour of driverthia longer term.

25. On the regulatory front, a number of road-saitectives were adopted by the European
Commission in 2007: ‘Front protection of vulnerabigers’, ‘Generalization of the use of seat
belts and child restraint systems’, “blind spot”irrar (new trucks). The EU Driving License
(3rd Directive) Legislation adopted on 20 Decen@06 will be in force by 2012, replacing the

110 types of driving licenses in use in EU membates by a single model.

26. The First United Nations Global Road Safety WieeApril 2007 played an important role
in increasing the awareness of road users in numecountries throughout the world. In the
ECE region, according to a survey carried out, ad tpositive effects in 12 countries (in
particular in Belarus, Bulgaria, Latvia, Italy, Rien Federation and Spain) and provided an
opportunity in several countries to set up new oizztional structures on road safety or to
strengthen existing ones.

F. Vehicle Construction

27. Major innovations in vehicle construction dgria007 enhance vehicle safety and fuel
efficiency while reducing harmful emissions. Amotig Intelligent Transport Systems (ITS),
lane departure warning system (LDW) and forwardisioh warning (FCW) systems, also
known as front collision warning systems (CWS), agar end collision warning systems have
been introduced worldwide in cars as the latedirtelogical innovations for crash prevention.
Lack of attention by the driver is identified a® tbause of 91% of driver related accidents. In
North America at the end of 2006 the Governments rajor car industry firms initiated the
"Advanced Crash Avoidance Technology" program (AGA® determine the safety and
feasibility impact of emerging technologies thae antended to assist drivers in avoiding
crashes. These systems include a broad range abitigp from simple audible and visual
warnings, to more advanced tactile and kinesthetinings that alert drivers to situations by
touch or motion, to systems that prepare for ahceagnt by adjusting seatbelts or other safety
equipment, and even those that can take interveaorgrol of a vehicle system, such as
automated braking. Thanks also to the ACAT progtla@se technologies had a greater diffusion
in the North American, Japanese and European nsaskete 2007.

28. Following an agreement between the Europeanrieand vehicle manufacturers, Antilock
Braking Systems (ABS) is now installed in new védsc ABS and Electronic Vehicle Stability
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Control (EVSC) represent some of the major achiemmof the last year in the field of vehicle
safety. The two systems feature an increased isyatilthe vehicle in emergency situation, self
protecting the vehicle occupants and other roadsuskheir regulatory implementation will
make these technologies applicable on a worldwidées

29. The increasing use of low sulphur diesel (0.25%x) and unleaded petrol, which are
being supplied also to the developing countries, fed outstanding effects in reducing harmful
emissions from vehicles. Vehicle manufacturers ested in 2007 the development of fuel
guality standards, needed for further reductioremfissions through more stringent emission
regulations. More advanced emission control tedgiek require that appropriate fuel be
available to consumers. Lack of harmonized fuel liguastandards could hamper the

development of new vehicle technologies to redwstgicle emission. Other possible actions to
improve the energy efficiency of vehicles includm-riving (campaigns and driver training),

intelligent traffic systems to avoid road congestimd fiscal measures for a quicker introduction
of Environmentally Friendly Vehicles (EFVs).

30. The car industry is also developing vehiclemgislternative energies and sources to
power vehicles. This could reduce dependence @il fogls and improve air quality, especially
in urban areasHybrid passenger vehicles production, matching bghls of air pollution
reduction and fuel efficiency, were introduced lre tmost developed markets. While hybrid
engines have demonstrated their effectiveness lnckes up to a certain size, technological
innovation has provided cleaner diesel enginesbfgger vehicles. Diesel vehicles generally
achieve about 30% better fuel economy than compearghsoline-powered cars. The new
generation of diesel engines, unveiled at the eén@006, will emit fewer particulates than
previous models. Other new clean technologies stschydrogen and fuel cells vehicles will
contribute to the reduction of pollutants and @@issions.

F. Congestion and Traffic Management

31. Throughout the ECE region, investment in transnfrastructure picked up since the
early 2000s. Nevertheless, traffic bottlenecksultesy partly from a suboptimal use of the
existing infrastructure, have persisted in somasre

32. In Canada and the United States, traffic camgesn and around major ports has eased
due to supply chain improvements and slower groathcontainer traffic® In contrast,
congestion in major European ports has apparemityeased, reflecting slower capacity
adjustments and robust container traffic levels.

33. Chronic road congestion has persisted in ajJbmamerican urban areas, reflecting the

impact of the comparatively low prices of motor mdds and fuel, as well as secondary factors
such as physical bottlenecks, suboptimal signallieig!’ Road congestion levels in some

European countries have been more manageable dughter costs of automobile travel (steep

registration fees and excise taxes on fuel asageihe increasing use of tolls on motorways and
congestion charges in urban areas) and relativellydeveloped passenger rail networks.

34. A key component of the customer approach t@estion management in Europe centres
on the need to ensure travel time reliability. Asthe United States, non-recurrent congestion

' For additional information, sedxtp://www.scdigest.com/assets/newsViews/07-08-28y2?cid=11985.
" For details, see U.S. Department of Transportatiaiional Strategy to Reduce Congestion on Am&rica
Transportation Network, 2007.
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accounts for 40-60% of all congestion on urban madgs, a significant portion of which is a

result of incidents. European policymakers ackndgte that swift response to incidents is
critical to managing congestion, reducing the omnee of secondary incidents, and focusing on
the needs of roadway network users. Moreover, tleepgnize that reducing speeds under
congested conditions not only improves overall genfince but reduces the likelihood of

primary incidents.

35. Congestion keeps spreading to all parts oE{GE region due to the explosive growth of
car ownership in Central, Eastern and South-Ea&arape as well as the Caucasus and Central
Asia. In many transition economies the expansiormoforization in the first 10 years of
transition equalled or exceeded the 30 year graath observed earlier in Western Europe.
Traffic management in major cities continues toabehallenge. Several large cities in the ECE
region have launched investment programmes to iept@ffic management while a number of
municipalities continued to reform their parking lipes. Other cities that have already
exhausted the potential of traditional managemamne lintroduced congestion charges, following
the lead of London and Stockholm (e.g. Milan inuky 2008). These charges started to change
traffic management and modal split in favour of lpuliransport; however, the share of
motorbikes in urban traffic grew significantly. ithas led to new traffic safety challenges.

H. Global Warming

36. Adverse health effects result from the air ygah generated by transport activity. It is

estimated that about 100,000 deaths a year aredittkambient air pollution in cities in the ECE

region, shortening life expectancy by an averagenaf year. In addition to accounting for the

bulk of ambient air pollution in cities, the tramspsector keeps contributing to climate change.
Although the energy sector has continued to beoresiple for more than one half of man-made
CO, emissions, the transport sector’'s share has a@dino increase, approaching 30% of the
total. The largest part of this amount (almost 85%)e from road vehicles.

37. In the road sector, charges for the use ohstfucture seem to have influenced noticeably
traffic flows. According to the German Federal Mimy of Transport, the heavy goods vehicle
(HGV) tolls on motorways (introduced in 2005) hahwadped to reduce the proportion of empty
long-distance journeys and contributed to the gnooftintermodal transport and sales of cleaner
HGVs!® Similar motorway charges were introduced in Aastf2004), Switzerland (2005),
Czech Republic (2007) and other ECE countries, evbdveral EU member States plan to use
electronic tolls sooR’ Tolls should contribute to the efficiency of roamnagement and might
encourage the modal shift from road to rail. Thieaiveness of infrastructure charges would
greatly depend on the relationship between thecsoand the use of revenues on the one hand,
and on the cross-country interoperability of eleair tolling. Although an interconnection of the
existing electronic tolling systems in European rtdes is technically feasible and some
national authorities discuss cooperation in th&aamternational trucking businesses seem to be
worried by the transaction costs resulting from ldek of harmonization of on-board units and
payment procedures. Non-harmonized regulatory sues can also divert some international
commercial traffic to countries that have not yetraduced electronic tolls, increasing
congestion and environmental pollution along to#lef motorways.

18 Aside from tolls, other relevant factors includked improving service quality of rail transporigih fuel prices,
shortage of competent truck drivers and temporabgislies for the purchase of cleaner HGVs.

9In five EU countries (France, ltaly, Portugal, Bpand Slovenia) electronic motorway tolls are uedoth
heavy vehicles and passenger cars.
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38. In Western Europe and North America, the aahient of a more sustainable mobility in
the medium term requires, inter aliagjor efforts to reduce CG@missions of transport. In the
United States, it will be difficult to amelioratédnronic bottlenecks on the interstate highway
network without addressing the major underlyingtdaci.e. the vast discrepancy between the
price of highway travel and the cost of congestlanWestern Europe, the rapid implementation
of full interoperability in the liberalized rail stor and efficient infrastructure charging in the
road sector present major challenges over the nretiiem.

IV. CONCLUSIONS

39. Strong infrastructure investment is expectedotatinue and boost the economies in many
parts of the UNECE region while improving transpogpacity to serve the growing trade
between Europe and Asia. Land transport links betwEurope and Asia are still characterized
by low competitiveness, strong market concentragiod highly imperfect competition. Market
liberalization and structural reforms need to kensified in CIS and SEE countries in order to
reduce the relatively high costs of trade. Thia reecessary precondition for sustaining the rapid
pace of the income and productivity catch up in im@dincome economies and enabling the
landlocked low-income ECE economies to participatthe globalization process while reaping
benefits of trade.

40. Continued road traffic growth in the ECE regimay aggravate the existing congestion
and global warming. However, in Western Europedhgoing vehicle fleet renewal and relative
price adjustments, reflecting steep increases @ fuices and high excise taxes as well as
charges for the use of transport infrastructureccoompensate partly for the quantity effect. In
SEE, the modernization of transport legislation eegllations, driven by accession negotiations
with the EU, as well as the ongoing improvementirdfastructure should help reduce the
environmental pressures and perhaps contribute decéine in road traffic accidents. In CIS
countries, without the adoption of radical measuvesare likely to witness ever increasing road
congestion problems, particularly in urban areamdestion will increasingly affect other areas
as well with the increase in motorization and tiertsup of domestic production of a new
generation of affordable passenger cars.

41. Following the unexpected reversal of the dowawteend in road traffic injuries in 2007,
the road safety outcome may well improve again 008and following years, provided that
policy priorities are rebalanced in the light ofanevidence and stricter enforcement of traffic
rules adopted. The technology embodied in new lehighould also help reduce the number and
severity of road-traffic accidents.
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Table 1. Real GDP Growth

Annual rates of change, %

Country 2003 2004 2005 2006 2007 2008
Albania 5.7 5.9 5.5 5.0 6.0 6.0
Bosnia and Herzegovina 35 6.1 5.0 6.0 5.8 6.5
Croatia 5.3 4.3 4.3 4.8 5.6 4.7
Macedonia, Former Yugoslav Republic of 2.8 4.1 4.1 3.0 5.0 5.0
Montenegro 2.4 4.2 4.0 6.5 6.0 5.0
Serbia 25 8.4 6.2 5.7 6.0 5.0
Turkey 5.8 8.9 7.4 6.1 51 4.9
SEE 5.4 8.2 6.9 5.9 5.3 5.0
Armenia 14.0 105 14.0 13.3 111 10.0
Azerbaijan 10.5 10.4 24.3 31.0 29.3 23.2
Belarus 7.0 11.4 9.3 9.9 7.8 6.4
Georgia 11.1 5.9 9.6 9.4 11.0 9.0
Kazakhstan 9.3 9.6 9.7 10.7 8.7 7.8
Kyrgyz Republic 7.0 7.0 -0.2 2.7 7.5 7.0
Moldova 6.6 7.4 7.5 4.0 5.0 5.0
Russian Federation 7.3 7.2 6.4 6.7 7.0 6.5
Tajikistan 10.0 10.1 7.3 6.8 7.2 8.2
Turkmenistan 17.1 14.7 9.0 9.0 10.0 10.0
Ukraine 9.6 12.1 2.7 7.1 6.7 5.4
Uzbekistan 4.2 7.7 7.0 7.3 8.8 7.5
CIS 7.9 8.4 6.5 7.6 7.7 7.0
Austria 1.2 2.3 2.0 3.3 3.3 25
Belgium 1.0 2.8 1.4 3.0 2.6 1.9
Finland 1.8 3.7 2.9 5.0 4.3 3.0
France 11 25 1.7 2.1 1.9 2.0
Germany -0.3 11 0.8 3.0 2.4 2.0
Greece 4.9 4.7 3.7 4.3 3.9 3.6
Ireland 4.3 4.3 5.9 5.7 4.6 3.0
Italy 0.0 1.2 0.1 1.9 1.7 1.3
Luxembourg 1.3 3.6 4.0 6.2 5.4 4.2
Netherlands 0.3 2.2 15 3.0 2.6 25
Portugal -0.7 15 0.5 1.3 1.8 1.8
Spain 3.1 3.3 3.6 3.9 3.7 2.7
Slovenia 2.8 4.4 4.1 5.7 5.4 3.8
Euro Area 0.8 2.0 15 2.8 25 2.1
Denmark 0.4 2.1 3.1 35 1.9 15
Sweden 1.7 4.1 2.9 4.7 3.6 2.8
United Kingdom 2.8 33 1.8 2.8 3.1 2.3
EU-16 1.2 2.3 1.6 2.9 2.6 2.2
Bulgaria 5.0 6.7 6.2 6.1 6.0 5.9
Cyprus 1.8 4.2 3.9 3.8 3.8 3.7
Czech Republic 3.6 4.6 6.5 6.4 5.6 4.6
Estonia 7.2 8.3 10.2 11.2 8.0 6.0
Hungary 4.2 4.8 4.2 3.9 2.1 2.7
Latvia 7.2 8.7 10.6 11.9 105 6.2
Lithuania 10.3 7.3 7.6 75 8.0 6.5
Malta -0.3 0.1 3.3 3.3 3.3 2.6
Poland 3.9 5.3 3.6 6.1 6.6 5.3
Romania 5.2 8.5 4.1 7.7 6.3 6.0
Slovakia 4.2 5.4 6.0 8.3 8.8 7.3
EU-11 4.4 5.8 4.8 6.4 6.0 5.1
EU-27 15 2.7 2.0 3.3 3.0 25
Iceland 2.7 7.6 7.2 2.6 2.1 -0.1
Norway 1.0 3.9 2.7 2.8 3.5 3.8
Switzerland -0.2 25 2.4 3.2 2.4 1.6
Israel 2.3 5.2 5.3 5.2 5.1 3.8
Europe-31 15 2.7 2.0 3.3 3.0 25
Canada 1.9 3.1 3.1 2.8 25 2.3
United States 25 3.6 3.1 2.9 19 19
North America 25 3.6 3.1 2.9 2.0 2.0
ECE-52 24 3.6 2.9 3.5 3.0 2.7

Source: IMF World Economic Outlook Database (Oct. 2007) and UNECE calculations.

Note: Subregional and regional aggregates are based on PPP exchange rates.
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Table 2. Inland Freight Transport Performance by Mode
Tonne-km, rates of change, % Modal shares, %

Sub-region 2005 2006 2007 2005 2006 2007

EU-27

All modes 2.4 4.6 " 100.0 100.0 100.0
Rail 0.1 5.2 . 17.6 17.7
Roads 3.0 49 . 76.6 76.7
Inland waterways 1.4 0.0 . 5.9 5.6

EECCA

All modes 29 5.2 6.3 100.0 100.0 100.0
Rail 2.7 5.8 7.1 85.5 85.9 86.5
Roads 7.9 7.3 35 10.5 10.7 10.4
Inland waterways -4.1 -11.7 -4.3 4.1 3.4 3.1

SEE

All modes 6.4 6.8 6.0 100.0 100.0 100.0
Rail 2.2 11.4 5.9 8.0 8.3 8.3
Roads 6.6 6.5 5.4 91.2 91.0 90.4
Inland waterways 30.8 -9.9 80.3 0.9 0.7 1.3

Source: Statistical authorities of Belarus, Kazakhstan, Russian Federation, Ukraine, Turkey,
European Commission, International Transport Forum and UNECE estimates.

Note: EECCA = Azerbaijan, Belarus, Kazakhstan, Russian Federation, Ukraine; SEE = Croatia,
Montenegro, Serbia, Turkey.
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Figure 1. Railway labour productivity, 2006
1989 = 100
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Annex
Annex
SUMMARIES OF COUNTRY REPORTS
Belgium

1. Passenger traffic by all modes of public tramspept growing steadily, reflecting the
impact of investment in extra capacity. Neverthglésaffic congestion and air pollution in cities
remain a serious problem, reflecting the high lefedar ownership and utilization as well as the
gradual switch to diesel-powered vehicles. Ovdralight traffic volumes are up in 2007 and
expected to continue to grow in all modes. Majostables to a rapid growth of transport
services are posed by a number of factors, inctudiad congestion, environmental pressures,
bottlenecks on some heavily-used rail routes, te#dkteroperability in international rail traffic,
low profitability of inland navigation and insuffent integration of transport, environment and
fiscal policies.

2. Authorities strive to improve the modal split §ybsidizing public transit fares, creating a
supportive environment for cycling, enforcing bettead safety regulations, implementing the
EU rules on the liberalization of the use of rafrastructure, and providing fiscal incentives to
stimulate purchases of low-polluting cars. Recafrastructure investment plans aim to improve
the road and inland waterway hinterland connectaimaajor ports. Multi-modal hub and spoke
networks are being created around the inland naweiggorts and the main logistic centres. A
number of rail projects have been selected as Tty projects by the EU.

Croatia

3. Over the first nine months of 2007, freight sport by rail, road and inland waterways
increased by 3.1%, 7.8% and 2%, respectively. Tumalber of coach passengers decreased by
1.4% over the same time period. Inadequate infrestre continued to hinder the development
of transport. In the road sector, the pattern &fstructure investment in recent years favoured
motorways at the expense of State, county and looads whose quality remained
unsatisfactory. A number of sections in the E-roativork have been completed or upgraded in
2007. Poor infrastructure and inadequate rolliglsthave continued to impact negatively the
rail sector's performance. The infrastructure ofrtpoon the Danube and Sava rivers has
remained inadequate for the provision of qualityises.

4. Regulatory developments in 2007 have includedriew Railway Transport Safety Act,
aligned with theacquis communautaire, and partial liberalization of the inland watensaector.
However, transport between national ports (cabgtagmains restricted until the country’s
accession to the EU.

Germany

5.  Projections of the Federal Statistical Officdiaate that freight traffic growth would slow
down from 7.5% in 2007 to 4.9% in 2008. Road anddmades are expected to outperform the
inland navigation sector. In contrast, passengaiffid is to increase only marginally by
1% per annum. It will continue to be dominated gowate car transportation. Obstacles to



ECE/TRANS/2008/4
page 15
Annex

international road traffic persist at the bordetrwswitzerland, where long waiting times result
from the closure of customs facilities during thght. In the rail sector, international traffic
continues to be hindered by lack of interoperabitis well as the absence of a harmonized
homologation procedure for locomotives.

6. The Federal Government is developing a comptenpackage of technical and
regulatory measures to promote environmentallyaftip and resource-saving personal and
freight mobility. A pilot concession project statten May 2007, aiming to pave the way for
public-private partnerships in the constructiorieaferal trunk roads.

Hungary

7.  Freight transport expanded dynamically durirg fibst three-quarters of 2007. Interurban
passenger transport by rail and bus was charagetely a decline in the number of passengers
while passenger-kilometres increased slightly. Timenber of passenger cars kept increasing
over the first three-quarters of 2007 while the bemof new registrations continued to fall.
Road traffic fatalities as well as non-lethal ings$rcontinued to increase in 2007.

8. Both infrastructure investment and regulatorymowation have been used to reduce
obstacles to the development of transport. In regears, the annual transport infrastructure
investment exceeded 1% of GDP. The developmentatbmvays has been financed mainly by
the State budget. The development of rail infrastme has been financed by the State budget
and EU funds. The authorities aim to reverse thgang trend in road-traffic injuries with the
aid of a new demerit point system and stricter exgment.

Ireland

9. Over the 2002-2006 period, road transport ofjeas increased rapidly while freight
became the fastest growing transport sector indesifuel consumption. Rapid growth of
population and employment in recent years resuitethanging modal shares, with car transport
satisfying the bulk of extra demand for passengael.

10. Road transport infrastructure has become ditigndevelopment factor as a result of past
underinvestment and rapid economic growth oveldblel5 years. The Government responded
with a series of strategic initiatives that includassive public spending on roads infrastructure,
amounting to €16 billion over the period 2006-201%.2007 the Government introduced
primary legislation strengthening the positiontod National Roads Authority that is responsible
for the delivery of the national road programme.

Poland

11. In 2006 the volume of cargo (in tonnes) tramgabby all modes increased by 4.1% over
2005 while the corresponding performance (in tokm@-jumped 9.1%. In the rail sector, the
volume of freight transport increased by 8.1% iO&While the performance rose by 7.3%. The
number of passengers transported by rail incredsed.8%, in contrast to the decline
experienced for a number of years. Road freighmspart continued to predominate, accounting
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for over 60% of tonne-kilometres in 2006. The numdifecoach passengers declined in 2006 by
3.9% while the number of private cars continuedrtmw.

12. Infrastructure investment and regulatory messimave been used to reduce obstacles to
the development of transport. For instance, 127dérmew E-roads were built and another
323 km rebuilt in 2007. At the same time, the Nagio Roads Administration started to
implement its road-safety programme.

Switzerland

13. In 2006 rail freight traffic (in tonne-km) of RKE Cargo, the principal operator, grew by
6.5% in Switzerland. BLS, the second largest freigberator registered a 15% increase in
traffic. Trans-Alpine freight transport by rail ireased in 2006 by over 6%, combined transport
by 11%, while the tonnage transported by road stighand the number of trucks fell by 2%.
Over the first 8 months of 2007, Trans-Alpine fadight traffic grew by 3% while combined
transport and road transport expanded more rapidig. number of rail passenger-kilometres
increased by 3% in 2006.

14. The work on major infrastructure projects coméid, resulting, inter align the opening of
the 34 km long Loetschberg tunnel that should §icamtly improve the quality and speed of
Trans-Alpine rail services within the country andtween Switzerland and Italy. Federal
spending on transport amounted to 1.5% of GDP 662Uhe breakdown of federal expenditure
was as follows: public transport — 61.8%; road spant — 36.9%; civil aviation — 1.4%.

Turkey

15. Road has continued to play a dominant roleoitn Ipassenger and freight transportation.
Major obstacles were posed by restrictive quotaseasingly cumbersome and expensive visa
regulations for professional drivers and long wajttimes at borders. Rail traffic continued to be
obstructed by a number of infrastructure shortcgsinCombined transport operations have
developed successfully in a number of ports withtamer depots.

16. Regulatory reforms are under way in the roatioseaiming to improve its efficiency and
safety in line with the Elacquis, international agreements and regulations. Thesegitor has
benefited from large public investment projectst theflect its priority in the Government’s
transport strategy. Combined transport is to beh&ur developed by merging a number of
container terminals into new logistic villages that under construction.



