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Chapter 1

1.1. Introduction

Kenya Shippers Council (KSC) is a private membership organization whose mission is to
enhance logistical competitivenesdsast Africa through the provision of relevant and proficient
research based advocacy and vaaukled advice to cargo owners. Through its advocacy
initiatives, KSC provides a platform to articulate the concerns of shippers and cargo owners as
pertains toheir interaction with logistics service providers and government regulatory agencies.

High transport costs in the East African regi
ability to effectively compete with the rest of the world. The cost olparting export goods is

60 Z/0 percent higher than the United States and Europe and 30 percent higher than Southern
Africa. This is estimated to reduce economic growth by one percent annually, especially in
landlocked Burundi, Rwanda and Uganda, whose development depends omsatansits in

neighbouring Kenya and Tanzania.

In order to address key transport and logistics challenges in the region, both businesses and
policy makers need to have a full understanding of the bottlenecks that exist on the transport and
logistics chainn the region. This can only be done through a major analysis of the logistics
processes and links in the East African transport system in the form of an annual logistics
performance index.

1.2 Purpose of the Logistics Performance Index (LPI)

Torankthergi on’ s performance against a set of spec
comparative analysis with economies in Africa and Asia.

1.3 Objectives of the LPI study
To provide a benchmark for East Africa transport and logistics costs by proposing a suitable

logistics performance index against the following major indicators:
1.4 Expected Output
A report on logistics performance indéxEast Africa.
1.5 Methodology of the Study
The study methodology involved reviewing of various studies in the field of Isgigtlin EAC

and other countriesike China, Canada, andfrican countries. Thetudy wasalso carried out in
Nairobi, Mombasa, Busia, MalapbBanzaniag Uganda and Rwanda



1.6 Outline of the Study

This report is designed to provide a logistic perfarceaindex in East Africa. The existing logistics
and the indicators are examined in the following chapgtrdy comprisesf 6 chapters;

Chapter 1 introduces the study giving the main purpose of the study and methodology used to
collect the data.

Chapter 2 discussesriefly the logistics situation in Easfrica for both theports andhe

corridors.

Chapter 3 providesthe summary of thkey logisticsindicators avarious levelof thelogistic
systensin EAC.

Chapter 4 list the various challengeencounterelly cargo owners along the logistigstens.
Chapter 5 benchmarks the performance of the EAC logistic systems with those of other regions
globally.

Chapter 6 recommends whateed to be done® enhance thperformance of the logistics

sysems in the EAC.



Chapter 2

2.0Logistics Situation in East Africa

In East Africa logistics is a key growth impetus and if well addressed can raise the standard of
living greatly. This is because logistics has direct effect on aadleverysector of the

economy. Currently the situation of logistics has major challenges in ¢¢éinesdequate and

poor infrastructures of the portailway, roads angipelines. Other constraints affecting

logistics in EAC include limited use of ICT to process tradeudwnts by all trade facilitating
agencies. This lead to manual processing of shecus negating the effect of ICT usage by one

or two trade facilitating organizations mainly the ports and revenue authorities. The table below
shows the ranking of logistics ffermance in the EAC countries as compared to 155 countries
globally.

Table: Ranking of EAC Countries in Logistics Performance

EAC Overall | Customs | Infrastructures| International | Logistics quality | Tracking Timeliness
Countries Raking shipments andcompetence | andtracing

Burundi N/A N/A N/A N/A N/A N/A N/A
Kenya 99 103 113 75 122 69 113
Rwanda | 151 153 150 67 152 149 154
Tanzania | 95 74 83 85 105 103 80
Uganda 66 44 89 60 76 114 60

Source: Connecting to Compet2010- Trade Logistics in th&lobal Economy

2.1 Northern Corridor

The Northern Corridor anchored by the port of Mombasa in Kenya, and the Central Corridor,
anchored by thport of Dar es Salaam in Tanzania, are principal and crucial transport routes for
national, regional animternationatrade of the five East African Community (EAC) countries,
namely; Burundi, Kenya, RwandBanzania and Uganda (see Figure 1). Due to inadequate
physical infrastructure and inefficiency, theseridors are characterized by long transit times

and high cos Freight costs per km are more than 50 perogghter than the USA and Europe

and for the landlocked countries; transport costs can be as high as 75 gittoenalue of

exports. Modernization of transport infrastructure and removal otaxdhbarrers along these
corridors is critical for trade expansion and economic growth, which are key to the success of
regionaintegration as well as creation of wealth and poverty alleviation in the individual countries.
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The Northern Corridorouteshown abwe is a multtmodal transport corridor, combining surface
modes otransportation, which include road, rail, waterways, and pipé€line corridor extend
from theport of Mombasa to markets in Kenydganda Rwanda and Burundi as well as
southern Suah, farts of eastern Democratic Republic of Congo (DRC),pants of orthern
Tanzania. It also linkthe East African Community (EAC) tstateson its periphery: South
SudanDRC and Bhtiopia. It is strategic becaustthe importance of the Port Mombasad

the region

2.1.1Port of Mombasa

The volume of containers handed at the port of Mombasa climbed by 12.4 per cent to 695,600
20-foot equivalent container units (TEU) in 2010 compared to the 618,816 in 2009.




PORT PERFORMANCE: 200671 2010

2006 2007 2008 2009 2010
| MPORTS (60006 D
Containerized Cargo 2,970 3,761 3,959 4,086 4.591
Conventional Cargo 1,129 1,105 1,020 1,349 1,397
Dry Bulk 2,344 2,722 2,891 4,641 3,827
Liquid Bulk 5,403 5,474 5,441 6,431 6,386
TOTAL 11,846 13,062 13,311 16,507 16,201
of which Transit In 3,473 4,042 4,471 4,612 5,004
EXPORTS (60006)
Containerized Cargo 1,625 1,934 1,996 1,952 2,218
Conventional Cargo 185 168 299 269 192
Dry Bulk 313 205 200 62 70
Liquid Bulk 132 167 190 167 95
TOTAL 2,255 2,474 2,685 2,450 2,575
of which Transit Out 335 381 404 368 377
TOTAL IMPORTS & EXPORTS 14,101 15,536 15,996 18,957 18,776
Transshipment (° 318 426 419 105 158
TOTAL THROUGHPUT ('000' 14,419 15,962 16,415 19,062 18,934
Container Traffic (TEU) 479,355 585,367 615,733 618,816 695,600
Total Vessel Calls (No.) 1,857 1,811 1,686 1,748 1,579

Source:KPA, Annual Report, 2010

The overall hroughputat the port of Mombasaegistered a marginal decline of 0.7 per cent in
2010 to record 18.93 million tons from 19.06 million tons in 2009. The decline was mainly
attributed to reduction in religklated mports as a result of improved food production.

Imports declined by 1.9 per cent to 16.20 million tons, while exports and transhipment grew by
5.1 per cent and 50.4 per cent respectively.

1KPA, Annual Report 2010, August 2011.



VESSEL PERFORMANCE AT MOMBASA CONTAINER
TERMINAL: 2010

NO OF TOTAL PERFORMANCE/ 24HR

SHIPS MOVES TEU GROSS NET
January 29 25,110 33,729 374.1 396.3
February 22 22,354 29,750 402.1 419.2
March 24 24,178 32,393 395.5 416.0
April 26 22,049 30,363 302.7 320.2
May 23 20,688 27,203 305.2 326.9
June 26 22,706 30,173 309.2 321.9
July 30 26,385 35,252 305.8 324.7
August 20 23,161 29,949 303.8 332.5
September 23 20,327 26,287 307.7 320.1
October 20 23,145 29,857 327.3 342.2
November 19 20,688 27,203 305.2 326.9
December 23 21,080 27,814 357.9 382.8
TOTAL/AVERAGE 285 271,871 362,332 330.0 349.5

The Mombasa port productivity improved, with the average container dwell time declining to 5.7 days
in 2010 from 6.0 days in 2009. Ship tuound time, however, increased to 4.0 days fedrdays

due to the ongoing rehabilitation of berths1Band the increased number of bigger container vessels
served at the terminal

In 2010 there were about 285 vessels which called at the port of Mombasaiphheisng for
berthing inMombasa wasbout three to four days. Crane productivity at the specialized
terminal is about 10 moves/ craheur, with berthproductivity of 15 moves/berthour. Berth
productivity at the conventional terminal is not much different than that at the specialized
terminal, at 1314 moves/ bertmour. The reasons for the low productivity indicated by
Mombasa lines are yard congestion, traffic jam inside the terminal, equipment breakdown,
shortage of equipment, lack of modern Terminal Operating System (TOS) and ldivatioro

2.1.2RoadsNetwork on Northern Corridor
The trunk road network of the Northern Corridor main #xig stretches from Mombasa to Bujumbura via
Malaba isl, 970km and to Goma is 1,846 km.

In Kenya, vehicles licensed for transit cannotga@womestic cargo and must use prescribed
transit routes. This has the effect of many return trips being empty. Similarly in Tanzania, the
Revenue Authority licenses trucks for transit or domestic.



2.1.3Rails System on Northern Corridor.

The railwaynetwork Northern Corridor is in Kenya and Uganda is under concession to Rift Valley
Railways. h Kenya thenetwork comprisesf a total track length 1920 km which runs from Kenya's

Indian Ocean port of Mombasa to Malaba. From the main line, there are lmasdb bther areas in

Kenya namely: Voi Taveta Line; Nairob+ Nanyuki Line; Gilgil—- Nyahururu Line; Nakure

Kisumu Line; Kisumu- Butere Line; and Leeru— Kitale Line. The railwayetwork in Uganda has a

total track length of 771km made up of theld@Kampala main line, the Tororo StatieRakwach

Station; Jinja Statictinja Pier; Kampala Statieialukolongo Workshop and Kampala StatiBort

Bel | branch |ines. RVR' s system comprises a to
431 km n Uganda), from Port of Mombasa in Kenya to Tororo in Uganda (refer to Figure 1).

The system has 219 locomotives (175 in Kenya and 44 in Uganda) and approximately 7500

wagons and three water ferries (approx. 6000 wagons and one ferry in Kenya and 1at&3 wag

and two ferries in Uganda). TVRconcessi on system included abo
and URC’s railway networks respectively.

Figure 1: Kenyai Uganda railway network
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Source: ADB, RVR Project, 2011

The railway network comprises of the mhie from Kenya to Uganda, which runs from Mombasa
through Nairobi, Nakuru, Eldoret, Malaba, Jinja, and Kampala to Kasese in western Uganda (a
distance of approximately 1660 km). A branch line runs from Nakuru to Kisumu on Lake Victoria
(217 km), from whee there is a wagon ferry link with Jinja and Port Bell in Kampala. Along the
railway line, there are various station buildings, maintenance sheds, workshops, depots, stores and
warehouses / goods sheds and the marine facilities.
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The five railway linestat make up Uganda’s rakrMawhay syst em,

(Kenya Border) line and the short KampaPRort Bell and recently started Malabtbale-Soroti
line remain officially operational. RVR is slowly building network to North and plans to expend
Northern Line from Soroti to Lira.

Reliability of the rail for cargo transportation and passengers is limited due to poor performance. Over
the years the rail has experiencettinuous budget constraints and the deterioration of its
infrastructure, locomtives, rolling stock, plants and equipment, the performance is not very
efficient and the number of accidents is still high. With regard to accfdénatsk

defects, wagon defects, mechanical failure of wagons, staff ancearer, train handling, faulty
equipment, and the narrow gauge are the causes of accidents te&targly high in number,

for examplein derailments and capsizing.

At the port of Mombasa, there is a dedicated line to each block train; the first line loading for
Embakasi and theecond line loading for Kampala (these are two regular block trains).
Kenya Ports Authority has-23 rail mounted gantry cranes (RMG) in the port's container
terminal in order to serve the rail bound containers for Embakasi, Kisumu and Uganda.

Presentlythe transit time from Mombasa to Tororo (Ugajmas expectetb be 5 days and to
Kampala it is 6 daywith the introduction of the block trainslowever, in reality the transit time
is 1520 days to Tororo and 220 days to Kampaldrhis is due to delayshich occurat transit
points in Malabaaused by
* Insufficient locomotives attached to the transit point station.
* Incomplete or not properly issuedstoms documents, not timely presentation of
Customs documentatiand no simplified tariff between Kengad Uganda.
* Expired transit bonds by the time the cargo reaches the transit point.
» The limited number of Customs officers who serve both the rail and road transport.
* The diversion of wagons at Nakuru to Malaba, instead of Kisumu, due to the operating of
87-Class locomotives and the related additional Customs charges of $0.66 per wagon.

2.1.4Inland Waterways Services

In addition to the overall rail network, URC offers marine freight services across Lake Victoria.
Wagon ferries are used via the ports ofaland Port Bell to link Uganda Mombaa through
Kisumu Port and Dar es Salaam through Mwanza Port. Ferry distances are:

1. Port Bel- Kisumu (244 Km)

2. Port Bell- Mwanza (320 Km)

The marine vessels are purely cargo. The maximum capacity of each feagy is 880 tonnes

i.e. 22 wagons loaded 40Mt each. However these wagon ferries are not enough to handle the
present cargo traffic. Inland waterway transport operations are presently limited due to low
investment in vessels

Most of the vessels whialsed to ply Lake Victoria have either broken down or dispoged
There iscurrently only one operational ferry service on Lake Victoria, offered by Tanzania and
focused on Mwanza port and movements of goods in the Central Corridor. The Ugandan

2 WFP, Rail Transport Assessment
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governmehowns threeail ferries which would operate from Port Bell outside Kampala. One of
the ferries has been decommissioned and two are still waiting to be refurbished and are non
operationalThe Kenyan government owns one ferry which is also currenthoperational, the
MV Uhuru. It was expected to begin operations again in 2010.

On Lake Tanganyika, with the exception of a few new constructions, the shipping fleet is very
old and antiquated while the ports, particularly Bujumbura, are reasonably walbpled and
have invested in infrastructural upgrades

The effective performance of the raiferry route viaMwanza isheavily influenced by:

e The performance of Tanzanian Rail ways Corpo
e Tanzanian customs of @laamjaad s at Mwanza and D
e The efficiency of Tanzania Harbours Authori

Rwanda has no rail system but quantities of imported material does transit Kenya
and Uganda with Rift Valley Railways from Mombasa and across Tanzania from the Port of
Dar-esSalaam by raito the Inland Dry Port of Isaka.

2.1.5 KenyaPipeline

The Kenya pipeline started operation in 1978. The success of the Monaidasabi pipeline

system, coupled with the need to enhance supply of petroleum products to Western Kenya and
the neighbouring coungs, KPC constructed the Western Kenya Pipeline Extension (WKPE)
which runs from Nairobi to Nakuru, Eldoret and Kisumithe WKPC was commissioned in

March 1994. Total length of the Pipeline network:896 Kms with section length as follows;
MombasaNairobi (Line-1) 450 kms  Nairobt Eldoret (Linell) 325 kms Sinenddfisumu
(Line-111) 121 kms. The pipeline diameter range frori4 inches

KPC safely and efficiently transport Motor Spirit Premium (MSP), Motor Spirit Regular (MSR),
Automotive Gas Oil (&0), Jet Al and llluminating Kerosene (IK)The Company plays a

critical role in fostering development and growth in the region by ensuring sufficient and reliable
supply of petroleum product®part from the domestic market, Kenya, the pipeline system
serves the neighbouring countries of Uganda, Rwanda, Eastern Democratic Republic of Congo,
Northern Tanzania, Burundi and Southern Sudan.

The current pipeline system has experienced capacity constraints, which has led to oil marketers
uplifting their prodets at Mombasa/Nairobi using the more costly road and rail options. Based

on an aHinclusive pipeline tariff of 4.5 KSh (US$0.06) per cubic médéometer, a maximum

product loss ratio of 0.25% (as reported by KPC and confirmed by shippers), and a KPC
operating profit margin averaging 45% in 2006 and 2007, the estimate of its operating cost is 3
KSh (US$ 0.04) per tonrA€m.

12



2.2 The Central Corridor

The Central Corridor connects the Port of Dar es Salaam to markets in Tanzania, Burundi,
Rwand, Uganda and the Democratic Republic of Congo (DRC). It also links the East Africa
Community (EAC) to a major regional port for overseas trade and connects the EAC partner

states and DRC for intna@gional trade and personal mobility

Central Corridor
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2.2.1Port of Dar es Salaam

The port is strategically placed to semet only the East and Central African countries but also
the Middle and Far East, Europe, Australia and America. The majotdeked countries served

by the port are; Mawi, Zambia, Democratic Republic of Congo, Rwanda, Burundi and Uganda.

These countries arconnected to the port throutyo railway systems (TRL1.0 metre gauge
and TAZARA- 1.067 metres gauge), road network and TAZAMA pipeline to Zambia

Total traffic through the port was 8.1 million tons in 2009. Container traffic in TEUs has been

increasing at 12.3 percent per annum since 2000 and reached 354 thousand TEUs in

2009. The container terminal at the Port of Dar es SalaanmvZ28@90 in concessioid Tanania

International Container Services Company (TICTS), with Hutchnson HP as majority

13



shareholder. Immediately after condgessit realized a considerabl@provement in handling
and dwell times.

The contaner terminal, however, has fra2005 been constmed by space limitations and
increasedtraffic through the port led toongestion that caused deteriorationport
performance indicators. It is now usirgpntainer freight stations (ICDs) to move domestic
import cargo out of the port for allearane procedures and alleviate the congestioneat th
Container Terminal and at tigate.

About 40 percent of the cargo through the port is transit trafiisignificant pe of business.

The port is on®f the major outlets for the copper belt handlingax of copper, cobalt and

other minerals and import of equipment, parts and supplies for the mines, especially in the DRC
and Zambia. The corridor passes through areas of very high agricultural potential and output,
with potential for major expansion.

2.2.2Road Network on Central Corridor

The Central Corridor was originally a combination of paved and gravel road links. The Central
Corridor Road Project, which is nearing completion, has involvelabilitation (517 km),
construction %27 km) and routia maintenance (200 km). There are now seven fixed and three
mobile weighbridges on the route, as well as customs and police checkpoints. All of these affect
the flow of traffic on the route.

2.2.3Railway System on the Central Corridor

Two railway systemsperate in Tanzania. The Tanzania Railway Corporation (TRC) is a state
owned enterprise that runs one of the Tanzani
length of the network is 2,600 kilometres ; the central line that runs from Dar es Salaam t

Tabora with two branches; one to Kigoma in the west along lake Tanganyika, hence providing
freight cargo transportation to the west of the country as well as théoleletl countries of

Burundi, Rwanda and eastern part of Peoples Democratic RepuBlangb. The second branch

runs from Tabora to Mwanza port on Lake Victoria, also providing transportation services to

north and norttwestern part of the country including landlocked Uganda. The other line runs

from Ruvu northward to Korogwe and then braeskto Tanga port on the Indian ocean, another

branch northwest to Moshi and connecting to Kenya railway system

14



The second railway system is the Tanzardambia Railway Authority (TAZARA). This is a

two country joint railway system. TAZARA links the paf Dar es Salaam with Zambia and
handling freight cargo for the countries of Malawi, Zambia, Zimbabwe and Democratic Republic
of Congo.

The system consists of about 2,600km of 1,000mm gauge track, generally light 30kg/m rail with
15-ton axle loads. Theondition of the equipment fleet of 109 locomotives and 1,670 wagons is
uncertain because of cash flow problems since it was given in concession. Due to the poor track
conditions, speed restrictions of between 13 km/hr and 20 km/hr are imposed on mang.secti
Train turnaround time between Dar es Salaam and Mwanza or Kigoma has typically been 18
days, not the scheduled 10 days

Figure:The Railway System on the Central Corridor
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2.2.4TAZAM Pipeline

Tanzania Zambia (Tazama) Pipelinasited is jointly owned by the Govement of the
Republic of Zambig67%) and the Government of the United Republic of Tanzanian (33%).
pumpscrude oil and currently operates the Ndola Fuel Terminal on behalf of the Zambian
GovernmentThe Pipelinguns from Dar es salaam to Ndola into the Indeni Refinery over a
distance of 1708ilometre.

Performance of both Northern and Central Corridor

15



How the EAC corridotftogisticsperform is veryimportant forthe developmenof the economies
in the region. In the next chapter a summary ofltiggsticsperformanceof the ports, roads, rail
and waterways irterms of time, cost angomplexityis given

Chapter 3

3.2Summary of Key Indicators in Northern Corridor

3.2.1 Indicators of time zto Port of Mombasa

e Time taken to i|From Duration
container from major ports of loading | Shanghai Approx.28 days
the world Singapore Approx 20 days
Hong Kong Approx. 26 days
Guangzhou Approx. 26days
Jebel Ali (Dubai) Approx. 32 days
Rotterdam Approx. 35 days
Durban
Alexandria Approx. 32 days
Yokohama Approx. 28 days
Santos (Brazil) Approx. 36 days
New York
Ships’ arrival a Average 4 days
* Vessel turnarou 5 days
e Port dwell t 1 me| Imports 7 days
release) Export 4 days
Transshipment 14 days
Empty Containers 2 days
0 Average moves pdrour 25
o Time for customs 8 hours
procedures within the
port (verification and
scanning, customs pape
works etc.)
Exit procedures
o0 Transfer to CFSs for 2 days
domestic cargo
o CFS dwell time 9 days

(Customs procedures ali

CFSs, r&narshalling)

16



Tot al Il nl and tr

(road/rail/air) to various destinations i
East Afric&vhile identifying the
various points on the corridor where
much time is spent;

o By Road Mombasa Nairobi 2 days
Nairobi—Namanga 1 day
Clearance at border 2 days
(Namanga)
Mombasa Malaba
Clearance at border 2
Malaba/Busia
Mombasa- Kampala 10 days
Clearance at border 1 day
Katuna/Gatuna
Mombasa Kigali 12 days
Clearance at border 2
Mombasa- Bujumbura | 14 days

weighbridges, Mariakani 2 hours

Athi River 3 hours
Gilgil 4 hour
Webuye 4 hours

police checks

1-5 hours Mombasa
Uganda borders

resting points, 4 -6 hours
rail wagon capacity, 7,500
cargo waiting time at the Rail transport 51 days
port for;
rail transport Road transport to:
Road transport, Kampala 14
Kigali 12
Bujumbura 51
Goma 51
cold storage space for g Jomo Kenyatta Inter.Airpor| 24,223.66 sq. ft
cargo etc. Moi Inter. Airport 25 sq. ft
Eldoret Airpot 2099.2 sq. ft

Cold storage space:

17



The cold storage space is availahiehreeairports atlomoKenyatta Internationairport
24,223 .66squaregfeet Moi Internatonal Airport with 25 sq.ft and Eldorétirport with 2,099.2

sq.ft.

3.2.2Indicators of cost

. Tot al
Costs to Mombasa

delated prdceduresinaludirty éacilitation costs

Ocean Freight From | 20ft 40Ft Container
Container | In US$
in US$
e Cost of
a 20ft and 40ft Shanghai 500 600
container Hong Kong 1,190 2,300
Taipei 1,350 2,700
Singapore 1,000 2,000
UK 1,200 2,400
Alexandria/Damietta 1,000 1,750
in Egypt
Japan 700 1,000
Container Cleaning 10 15
Internaional Ship US$6 per bill of lading
and Security
(ISPS)
Porzand Domestic— Import 90 135
terminaltelated Transit- Import 72 110
charges Empty Container 20 30
Exports—Domestic 45 68
Export- Transit 35 55
Out of Gauge Containg 180 270
(Export/ Import
Verification, scanning, | 75 110
inspection, stripping or
stuffing

o Total cost for trade document procedures

0 Import declaration form | o 0 2.25% CIF value
0 Cettificate of origin 0 0 2.3
0 Certificate of Conformity | Route A 0.475% of FOB value subject to

minimum of USD 180

Route B 0.425% of FOB value subjett a
minimum of USD 180
Route C 0.25% of FOB value subject to

minimum of USD 135




0 Bill of lading 0 0 $20

0 Phsytasanitary certificate | o 0 S0.70 per kg.100

0 Customs bonds o] Transit goods | Adequate to coverustoms duty
due if goods do not exit

o Inlandtransport cost (road/rail per ton/km)

Operating Cost per | Difference in % Difference in %
Tonnekm (US$) compared to pipeling compared to rail
Road 0.113 264% 167%
Ralil 0.068 158% 100%
Pipeline 0.043 100% 63%
Route Km Ave/ton/km Average Roag Road Transport
Transport Cos| as percentageof
In US$| Total Transport
Costs
Mombasa- Nairobi 430 0.129 1,300 14%
Mombasa Kampala | 1,170 0.145 3,400 23%
Mombasa Kigali 1,700 0.094 6,500 34%
MombasaGoma 1,880 0.094 9,500 37%
MombasaBujumbura | 2,000 0.090 8,000 37%
Mombasa Juba 1,750 0.149 9,800 35%

To transport a 2fbnne container from Mombasa to Nairobi costs $1,300 while a similar container
from Mombasa to Kampala and Kigali costs $3,400 and $6,500 respectively.mbrg ithan double
the $ 1,200 one would incur to ship the same grods United Kingdonto Mombasa.

3.2.3 Indicators of complexity and risk factors

e Tot al number of documents per trade transac
Dar -esSalaam Mombasa
10 13

o Number of signatures per
trade transaction

o0 Number of agencies that | 4—-5 depending on the type | 4 -5 depending on the type of

have the authority to inspec of consignment consignment
goods
0 Number of times Once since there is joint
consignments are typically inspection
inspected
o Percentage of containers 100 percent

electronically scanned
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o Percentage of containers
physically inspected

40 percent

0 Level of customs inspection

Depends on the consignment
and whether importers are
registered under AEO

 Safety

0 Lossegesulting from 5%
damage or pilferage as
percentage of value

o of container load

o No. of truck accidents 91

Cargo train accidents/derailmen

o Air cargo accidents??

Number of Accident on Northern Corridor Route Involving various typeghitiesbetween thgears 2009

2011

2009 2010 2011 Total
Type of Vehicles
trailer 20 18 14 52
lorry 16 16 7 39
Other motorists 67 64 38 169
motorcycle 8 6 6 20

Source: Kenya Police Traffic Department

There is lgh numberof fatal caes amonghe trailers andorries.
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3.3 Summary of the Key Indicators Central Corridor

3.3.1Indicators of time Dar-esSalaam

s Time taken to i|From Duration

container from major ports of loading | Shanghai Approx.28 days

the world Singapore Approx 20 days
Hong Kong Approx. 26 days
Guangzhou Approx. 26days
Jebel Ali (Dubai) Approx. 32 days
Rotterdam Approx. 35 days
Durban
Alexandria Approx. 32 days
Yokohama Approx. 28 days
Sanbs (Brazil) Approx. 36 days
New York

Vessel waiting before berthing 3 days
e Port dwell ti mes 12 days
release)
3 days
* Vessel turnaroun|
o Average moves per hour 24.7
o Time for customs 4 days
procedures withithe port
(verification and scanning,
customs paper works etc.
Exit procedures
o Transfer to CFSs for 48 hours

domestic cargo
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o CFS dwell time (Customs
procedures at CFSs,
reZznarshalling)

8 days

Total Inland transport time (road/rail/atg
various destinations in East Afrigehile
identifying the various points on the
corridor where much time is spent

0 Road Transit Time From Transit Time: 4 Days
Dar— Chalinze 5 hours
Chalinze— Dumila 12 hours
Dumila- Isaka 120hours
Isaka—Mutukula 72 hours

o weighbridges, National Stadium 1- hrs
Weighbridge
MikeseWeigh Bridge 2
Njuki and Misigiri 1
Weighbridge(Singida),
Pandambili and Nala 3
Weighbridge (Dodoma)
Mwendakulima and 4
Ushirombo Weighbridge
(Shinyanga
Nyakanazi and Nyakahurg 2
Weighbridge (Kagera).
KibahaWeigh Bridge 3 hour

(coast)

o police checks 8hrs 41 minutes

0 resting points, 9 hours

o rail wagon capacity, Inadequate

0 cargo waiting time at the | Rail transport 40 days hours
port for:

o rail transport, Road transport to

Kampala

19 days
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0 road tansport,

Kigali

26 days

Bujumbura

55 days

0 cold storage space for air
cargo etc.

3.3.2Indicatorsof cost

e Tot al elaed prédceduresinaludirt éacilitation costs
Costs
Ocean Freight From | 20ft Container | 40Ft
in US$ Container
in US$
e Cost of
a 20ft and 40ft Shanghai 500 600
container Hong Kong 1,150 2,300
Taipei 1,350 2,700
Singapore 1,000 2,000
UK 1,200 2,400
Alexardria/Damietta | 1,000 1,750
in Egypt
Durban
Japan 700 1,000
Container Cleaning 10 15

International Ship
and Security

US$6 per bill of lading

(ISPS)

PorZand DomesticLocal 90 135

terminaltelated containers

charges Import Transit 80 120
containers
FCL for Customs 160 320
Examination
Extra Movement (e.g| 10 20
Shifting for
Inspection)
Stripping/Stuffing 70 140
Empty Container 20 30
Exports—Domestic 45 68
Export- Transit 35 55
Out of Gauge 180 270
Container (Export/
Import

23



0 0 0
0 Institution Issuing o Documents 0 Fee Charged
0 Tanzania Revenue Authority 0 C17Single None
Administrative Document
(Sad)
0 0 0
0 0 0
0 0 0

o0 Bordercontrol costZor transit cargo

0 0 0
0 Institution Issuing o Documents 0 Fee Charged
o EAC Revenue Authorities 0 C17 Single O none
Administrative Document
(Sad
0 0 0
0 0 0

0 Inland transport cost (road/rail per ton/km)

Road Dar-es—Salaam- Kampala (1802 km) 20ft 40ft
Truck Charges US$2,300 or | US$4,8000r
1.28 per km $2.66 per km
Rail 20ft 40ft

Dar-esSalaam- Mwanza

Mwanza— Port Bell

Port Bell- Kampala

3.3.3 Indicator®f complexity and risk factors
e Tot al number ofansdcbooument s per trade t

Dar -esSalaam Mombasa

10 13
0 Number of signatures pe
trade transaction

o Number of agencies tha] 5 5
have the authority to
inspect goods

o0 Number of times 3 3
consignments are




typically inspected

o0 Percentage of container!
electronically sanned

100 percent

100 percent

o Percentage of container] 40 % 50 %
physically inspected
0 Level of customs High High
inspection
e Safety
0 Losses resulting from
damage or pilferage as
percentage of value
o of container load
o No. of truck accidents
Cago train accidents/derailmen| Medium High

o Air cargo accidents??

N/A

* Frequency of vessel calls at port
o No. of new calls by liners 5 calls
o Cost of fuel
o No. of taxes per freight
motor vehicle??
e Perception of shippers on:

0 Sea feight times

o0 Inland transport freight
times

very lucrative and attractboth
experienced an d
inexperienced transport operatc
into the industry.

operational efficiency is quite
low

0 Air transport freight
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times

o0 Road conditions

poor state of somroad segments
found viable if only it is uggraded.

constant maintenance, rehabilitatio
and upgrading is required in many
road segments.

o Railway facilities

Inadequate capacity and lack o
resources due to low investmen

Inadequate capacity andkaof
resources due to low investmen

port dwell times

Slight improvement but maily is
due to lack facilities at the port

and inefficiency

Slight improvement but maily is
due to lack facilities at the port
and inefficiency

Chapter 4

4.0Challenges and Implication Affecting Logistics in EAC

The Northern Corridor, anchored by the port of Mombasa in Kenya, and the Central Corridor,
anchored by the port of Dar es Salaam in Tanzania, are the principal transport routes for national,
regional, andnternational trade of the five East African Community (EAC) countridarundi,

Kenya, Rwanda, Tanzania, and Uganda. Because of inadequate physical infrastructure and
inefficiency, these corridors are characterized by long transit times and high costt €ostg

per km are more than 50 percent higher than costs in the United States and Europe, and for the
landlocked countries, transport costs can be as high as 75 percent of the value of exports.

The EAC region, like many others classified as developinfter from problems arising from

inefficient transport systems. Both physical and nonphysical barriers to trade are the main causes of
high transport and transaction costs. Physical barriers include congestion at ports, poor rail
infrastructure, police a blocks, poorly maintained roads, traffic jams, weighbridge stations and
border infrastructure. Non physical barriers include trade transactions, customs clearance, licenses,
visas and immigration restrictions.

4.1 Inadequate legal Framewaakd Institutiomal Capacity

East Africa Community is a common market according to the EAC Protocobmmmon

Market The EAC Partner States continue to operate as individual states when it comes to
clearing of cargo and movement along the corridor rotites.is becausthe legal framework

and institutions to operate as a single market has not been put inIplaténe legal framework

and institutions are in place movement of cargo would be easy and fast since there would be no
need forborders and customs checks efhcauses delays. Most of the common policies to
manage trade facilitation have not bedfectedand this is affecting logistics performance in the
EAC.
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1. Inadequate human capacity

A majorl area that has been neglected is skills training faygrk abng the logistics chaiboth
public and privée sector. The trainingkills requirements range fropolicy makers, trade
facilitation agenciesand security anagmmigration agencies. Business community also
contribute to delays due to laof informationand knowledge in logistics and supply chain.

2. Inadequate Investment

Investment in infrastructure like the ports, redlads waterwayand airports has not kept up with
thegrowth of the economida the region. This has contributed to congestadthe ports ancon

the road highways. The raviay and waterways transportation have almost glided to a halt due
to lack of investment in the sector.

4.1 Inadequate Capacity at the ports in EAC.

The main ports of EAC at Dar es Salaamnd Mombas#ack adeqate capacity to handle tigeowing

cargo Vessels reporting to the two ports have to waft @ays before berthingThis challenge
expounded by congestion at the ports which lead to high cargo dwell ticaegof of7- 12 days.
Transferring cargo to CH8rtherincreases the cargo dwell time and costs in form demurrage charged
for storage. The CFS haveinadequate capacity to handle different types of cargo arel dne
cases where containers carrying dangeoaugo arenot well separated from thettwer containers
carrying general cargoThis createshances of cargo contamination.

4.2 Inadequate and Poorly Maintained Infrastructure.

The road highways along the various trade corridor routes are in good conditions though there are a
number of sea@ins requiring continuous maintenance especially on Northern corridor route. The
main challenge with the road transport is the delay caused by too oaahlglocks. In Kenya delays

from Mombasa to Malaba can take a total of 6 hours per vehicle acctodfd§M survey on

National None Tariff Barriers carried out in December 2011. The other challenge with road
transportation is theveighbridges delayalong theNorthern especialland Central CorridorsThe

total delays from Mombasa to Malaba can taketal of 11 hours or more. Robbery along the
highway is rampant of cargo, the truck spare parts and batteries. The corruption level is also very
high.

4.3 Inadequate Capacity of theRailway Transport

The Railway transport is the second most importaatle of transport after road and critical for long
distance freight along the main transport corridors in both Tanzania and Kenya. ). Due to poor
conditions of tracks and ageing rolling stock and locomotives, tonnage freight volumes and passenger
numbers hve continued to fall every year (from 60% of port cargo inAb& and 80s to 7%
currently). The shortage of adequate rolling stock and cargo handling equipment is due to poor

3 KAM, survey on nntb, 2011
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maintenance and neneplacement of aged wagons and equipment. More than 6€9¢ @éet is
nonoperational. Most of the remaining fleet is old and requires frequent maintenance.

There has not been sufficient funding for proper maintenance and the network and rolling stock
not received any external financial assistance for mangsyéance the limited resources and
subsequent operational constraints.

With the poor performance and falling service levels of the railway transport system, the road
transport has taken a large proportion of the freight and passenger services inrthe regi

3. Inadequate Capacity of the Road Transportation

4.4 Inadequate adaptation and integration of the of ICT
technologyin EAC

The EAC and COMESA countries have different levels of automation and priorities and issues in
terms of ICT application for tradedifitation. The ports and revenaithorities are way ahead in ICT
adaptatiorfor tradefacilitation. However other agencies which also must clear goods such as plant
protection bureau aftandards veterinasgervices, port health and others @oelinkedup throughthe

ICT. Most of these agencies do not have ICT system due to lack of in house ICT capacity. This causes
delays in clearing cargo since the business community has to present their documentation manually to
specific agency (s) to approve/rejethere is need therefore to develop human capacity to assist
various trade facilitation agencies to develop their own ICT system which would eventually be linked
with the national single window.

The other icthallenge idack offull integrationof thelCT systemsat EACregional level Currently

the revenue authorities are linkedh Revenue Authorities Digital Data Exchange (RADDEX) is

an electronic link that connects Kenya Revenue Authority (KRA) computers to those of Uganda
Revenue Authority (URAaNd Tanzania Revenue AuthoritRADDEX electronically transmits

the Customs Declaration (Single Administrative Document) to the other countries. This ensures
quick confirmation of goods from Kenya / Tanzania/Uganda and vice versa, and those transiting
through these countries. The system also generates advance information which is used for pre
arrival declarations resulting in reduction of border clearance tiR&BDEX eliminates re

input of data by the customs clearance agents at the border, reducpagsiality of clerical
error.RADDEX enables the revenue authorities to exchange customs information and is the first
crossborder trade innovation of its kind in the East and Central African region.

The full potential of RADDEX to expedite border presig and reduce opportunities to avoid
proper declaration of goods i s not yiertpubte’i ng
data rather than use the new technology. Reportedly, border agents fear that progress in
processing information will elimate the need for their services. Low usage is also attributable

to sparse internet access, which is required to use RADDEX.
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Implication of the Challenges

Thelogistics challenges in EAC region has contributed to high cost of transport and doing
busiress and has led to un competitiveness of the region as compared to other parts of the
world. Due to high costs of logistics in EA@anufacturing industries have moved out of the
region to other competitive areas. If the logistics challenges arelah@ssed, the growth of the
economies will be affected; employment creation and poverty reduction will continue to be
unattainable.
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Chapter 5
5.0 Benchmarking with SelectedRegions inthe World

5.1 Northern America- Port of Prince Rupert

Prince Rupert i1s the second | argest internat:.
gateway to the North American Midwest. It offers shippers unparalleled reliability, speed and

efficiency in moving their products.

PrinceRupert is North America’s closest port

days closer than Los Angeles. Wi th Nort
handle the largest container ships and provides safe, sheltered andtedficess from
international shipping lanes.

One of the largest transcontinental railways and a major transcontinental highway connect the

Port of Prince Rupert to the rest of North America, providing superior, congésteand high
speed access to NbrAmerican Midwest markets.

THE SHORTEST AND FASTEST ROUTE BETWEEN ASIA
AND THE NORTH AMERIC AN MIDWEST

Port of Prince Rupert - shortest route to China
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Prince Rupert's sheltered harbour is the deepestee natural harbouin North America, and
the 3rd deepest natural harbour in the witi8ituated at 54North, the harbour is the
northwestern most port in North America linked to the continesitisay network. Located on
the Great Circle Routbetween eastern Asia and western North America, the port is the first
inbound and last outbound port of call t@rgo ships

Shortest Land-Sea Route

Prince Rupert links Asia to North America at the strategic entry point of the shortest existing
land/sea route. At 54forth, the Port of Prince Rupert is North America's closest port to key
Asian markets.

Situated 436 miles/36 houssiling time closer to Shanghai than Vancouver and over 1,000
miles/68 hours closer than Los Angeles, the Port's strategic location puts shippers closer to their
markets, meanings that ocean carriers can turn around faster and benefit from fastantesnsit t
between Asian and North American markets. This translates into an express route with efficient
connections to the three NAFTA countries, saving you time and money.

ThePortfacilities include a 21.5 hectare statiethe-art 500,000 TEU intermodal canher
terminal, modern and higthroughput grain and coal terminals, and a new cruise ship terminal.

The performance of the Fairview Container Terminal has been impressive since its 2007
opening, positi on-elogtydntainer operatiRas fhe gatewagto key g h
Asian and North American markets.

By 2020, the Port of Prince Rupert’s goal i
handling capacity:
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The C$170 million Phase 1 of the Fairview Container Terminal was completed in
September 2007, providing 500,000 TEUs of container handling capacity.

The planned C$650 million Phase 2 of the Fairview Container Terminal will add 1.5
million TEUs of container handling capacity by 2014.

A second container terminal is plannedtoinsrea t he port’ s containert
by another two million TEUs by 2020.

Ridley Island Industrial Park has more than 400 hectares with deep water access available

for future development.

> > > >

5.1.2. Rail

CanadiarNational (CN)i s Nor t h A tramscantmentalgail wetwbrly that crosses the
continent eastvest and norttsouth, serving ports on the Atlantic, Pacific and Gulf coasts while
linking customers to all three NAFTA nations.

Fast and Efficient Rail Access

CN Rail operates the largest raédtwork in Canada and the only transcontinental network
covering the entire North American continent. This international rail line follows the
uncongested Northwest Transportation Corridor through the lowest rail grade in the Canadian
Rockies and on to s¢ of North America via Chicago. With 17,821 romtdes, it is the only

railway on the continent to serve ports on the Atlantic, the Pacific and the Gulf Coasiner

load from Prince Rpert to Chicago takesdhys or 97 hourdoor to door delivery.

CN is connected, efficient and diverse, employing more than 21,000 people in Canada and the
United States and operating in eight Canadian provinces and 16 U.S. states. The railway has
more than 20,000 routailes of track and earned C$8.4 billion in revemu2008.

CN generates revenues from the movement of a diversified and balanced portfolio of goods
including petroleum and chemicals, grain and fertilizers, coal, metals and minerals, forest
products, intermodal and automotive. CN has one of the besitmgeratios in this industry and
is committed to moving more freight, more quickly and more efficiently.

CN Warehousing and Distribution Services

CN provide more thaB0 facilitiesstrategically located on its network across Canada and US.
The CN Rdroad has more tha860 acress part of the distribution network and ote3 million
square feet of warehouse space.
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Trans load services offered include:
1 Product transfer, storage and truck delivery, inspection, scaling, sampling/grading and
repackagig
1 Loading and unloading overseas containers (container stuffing astdftiag for export
goods)
Inventory management services
Timely distribution and JIT delivery
Vehicle processing (handling, storage,-gedivery services) and distribution

= =4 =

To provde a high capacity, congestion free connection between Prince Rupert, the rest of
Canada and the U.S. Midwest, CN has made significant investments in its Northern Corridor rail
line, and plans to invest further:

A CN has completed C$669 million in improvents to its Northern Corridor rail line,
acquisition of rolling stock and locomotives to efficiently accommodate the capacity
of Phase 1 of the Fairview Container Terminal.

A CN will continue investing heavily in its Western Canadian network to support the
Pacific Gateway.

CN has recently invested C$34 million forland intermodatfans loadacilities along its
Northern Corridor line to ensure efficient connectivity with North American transportation
networks. In 2007, CN completed a C$20 million fopgstducts intermodal facility in Prince
George and a C$14 million grdirans loadacility in Alberta.

Container from Shanghai to Chicago takes 19 days door to door.
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5.2 China - Port of Shanghai-

The Port of Shanghai, located in the vicinity of Sjtaai, comprises a deaga port and a river
port.

Deep

Ve
\.'Jam Port
SourceMan. Xu

In 2010, Shanghai port overtook Singapore port to become the world's busiest container port.
Shanghai's port handled 29.05 million TEUs, whereas Singapore port was a half million TEU's
behind.
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The Port of Shanghai also owns 5143 units of céa@udling equipmefit. The port connects the
eastwesttraffic route, i.e., the Yangtze River, and the nathth traffic route, i.e., the sea
coast. Shanghai port has 16 international shipping lines connecting with 500 foreign ports in
more than 200 countries.

4

® Source: World port source
® Source: Asia trade bu
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Advantageous Geographical Location
Port of Shanghai is situated at the middle of the 18,000km-long Chinese coastline,

where the Yangtse River, known as oO0the Gol den
leading port in the T -shaped waterway network composed by the Yangtse River and
the coastine,and i s al so Chinads | argest comprehensi v

most important gateways for foreign trade.

It is faced towards the northern and southern coastal seas of China and the oceans of
the world, and is linked with the Yangtse River and the inland waterways of Yangtse
River Valley region such as Jiangsu, Zhejiang and Anhui provinces etc. Expressway and
state-level highways lead the Port to the national highway network to all regions of the
country.

Therefore, the Port enjoys an advantageousgeographical location, favorable natural
conditions, vast economically developed hinterlands, and complete inland distribution
infrastructure and facilities.

The annual import and export trade through Shanghai, in terms of value, accounts for a
quarterof Chinads total foreign trade. The Portads
29.069 million TEUs, ranking it the largest container port in the world.

Frequent Liner Services

Container liner services from the Port of Shanghai cover all major ports around the
world. More than 2,000 container ships depart from the Port every month, en route to
North America, Europe, the Mediterranean, Persian Gulf, Red Sea, Black Sea, Africa,
Australia, Southeast Asia, Northeast Asia, and other regions.

Maersk Evora berthed at Yangshan Port at the end of July,2011 making it the No. 150
vessel of more 100,000 tonnage calling at Yangshan

Statistics shows that, in the first half year of 2011, Yangshan operated 150 super mega
vessels, which surpassing the ptal figure of the year 2010 Among total, 80% are from
Maersk Lines, CMA CGM and MSC. One third of the total are newly deployed vessels.
Especially in May, 11 vessels made maiden call in Yangshan, including the biggest
China Shipping Jupiter with 14,100 TEUs.

Currently, other port -related services unit includes six main categories, namely, pilotage,
towage, tally, agency and port information technology service.
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Donghai Bridge is standg in the northern part of Hangzhou Bay and linking the -aesger
port with the mainland. The length of this bridge is 31.3 kilometres and 31.5 meters wide, with
six highway lanes. The annual navigakdg@acity under the bridge over5 million TEU.

Chapter 6

6.1 Recommendation and Conclusion.

Include a performance indicator as part of monitoring tool
Review relevant legal framework

Establishment/Enhancement of logistics Institutions

Develop aCorruption Index in Logistics

Develop human capacity in dustics

Implement and integrate ICT sytem in trade facilitation
Investment in specific logistics sectors per year
Increasénfrastructure budgets for development and maintenance.
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