




UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT 

THE WAY TO THE OCEAN 

Technical report by the UNCTAD secretariat 

UNITED NATIONS 
New York and Geneva, 2013



ii

NOTE 

The designations employed and the presentation of the material in this publication do not 
imply the expression of any opinion whatsoever on the part of the Secretariat of the United 
Nations concerning the legal status of any country, territory, city or area, or of its authorities, 
or concerning the delineation of its frontiers or boundaries. 

UNCTAD/DTL/TLB/2012/1 

@ Copyright United Nations 2013 
All rights reserved 















3

Figure 2. Gross domestic product per capita (US$) 1970–2011 
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less than fully loaded and trade remains unable to take advantage of other transport systems such as 
inland waterways or rail transport.16

Trade imbalances are also a factor for higher transport costs. LLDCs often import more than they 
export. Imports tend to be governed by a need because the number, quality and price of the goods 
cannot be found locally. Whereas exports, which are often raw materials, are invariably driven by 
competitive factors of production and trade, including product quality, compliance with standards and 
delivery price in destination markets. In terms of flows, such a difference in factors for trade means 
that for small LLDC economies, imports price elasticity is lower that of exports, favouring the 
stability or constant increase of inflows as opposed to highly variable and lower outflows volumes. 
Furthermore, the differences in the type of goods to be carried, import largely being containerized 
whereas exports often needing open trucks or wagons, make transport much less efficient due to 
possible empty returns. 

Trade imbalances can mean export freight rates are half the cost of imports. As a result the cost of 
returning empty containers to their origin is frequently charged to importer. Should the container be 
exported with cargo the additional revenue is usually taken as profit. This is why, for example, to 
transport a container from Goma (Democratic Republic of the Congo) to Mombasa (Kenya) a shipper 
would pay US$2,000 for export and US$4,000 for import.17 In an ideal situation where trade is 
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shipping compared to rail or road carriage, reasons for even higher land transports costs in transit 
countries have been attributed to roadblocks, congestion and poor road and rail infrastructure.20

In recent years the World Bank series of Doing Business reports have ranked over 180 countries, 
including 38 LLDCs, on the ease of doing business based on 10 categories: starting a business; 
dealing with construction permits; employing workers; registering property; obtaining credit; 
protecting investors; paying taxes; trading across borders; enforcing contracts and closing a business. 
Landlocked countries ranked lower than coastal countries in seven of these categories suggesting that 
many of the challenges they face could be ameliorated through better national policies. 

The speed, predictability, continuity and assured sequence of trade operations are of major concern 
for importers and exporters. It has been estimated that one extra day of delay can cost as much as the 
equivalent to an ad valorem tariff of 0.6 to 2.3 per cent of the value of goods.21 Companies can also 
lose business due to the poor quality of services such as volatile arrival times, damaged cargo or 
inadequate knowledge of transport procedures by either freight forwarders, transport operators and/or 
customs officials in LLDCs and/or transit countries. As much as 50 per cent of cargo dwell time for 
goods in Cameroon has been associated with the low capacity of clearing and forwarding agents.22

Buyers of goods need to hedge against the consequences of not having cargo delivered in a timely 
manner by using alternative transport modes, even if more expensive, or by increasing inventories. In 
Bangladesh garment producers routinely ship 10 per cent of their production by air to meet schedules. 
In the case of many LLDCs, consignees often sell their goods upon arrival. This means that importers 
are entirely dependent on the efficiency of the transport process. In addition, goods are usually paid 
for when the shipment leaves the port of export and thus long transport times mean long periods of 
tied-up capital. The opportunity costs mean less capital moving in the economy and less enterprise. It 
has been estimated that in developing countries inventory can reach as much as one year of expected 
sales.23 The money spent in purchasing goods could be better used by investing in the local economy. 
One study has estimated the cost of additional inventory for developing countries as 2 per cent of 
GDP.24

Additionally, reductions in costs for transport operators are not always passed on to the users of those 
services due to market imperfections. Port dwell times can be extremely unpredictable and measuring 
average times can be misleading, causing importers to hold unnecessarily high levels of inventory. It 
has therefore been suggested that the relevant measure for the shipper is not the average dwell time 
but the 95th or 99th percentile, that is, how long it usually takes once cases falling outside the 
standard bell curve are excluded. It is reliability rather than average time that is key.25 In order to 
guarantee certain processing standards, systemic change is required. Small efficiency improvements 
will lower the average but will not provide assurance to shippers of a predictable maximum time 
against which to balance their inventory requirements. 

The World Bank’s Logistics Performance Index (LPI) ranks countries on the categories of time, cost 
and reliability of import and export supply chains, infrastructure quality, performance of core 
services, and the friendliness of trade clearance procedures. The results showed that time and cost for 
both importing and exporting are far higher for landlocked countries than their coastal neighbours. 
Moreover, this difference is amplified in poorer parts of the world. For example, European coastal 

                                                  
20 Abdi H-N (2004). The influence of rural logistics and rural transport costs on farm income and poverty in 
Kenya: the case of Kisumu and Nyandarua districts, Kenya. Report for the World Bank. Available at 
http://siteresources.worldbank.org/INTTLF/Resources/Kenya_Rural_Logitcis (accessed 15 March 2013). 
21 Hummels DL and  Schaur G (2012). Time as a trade barrier. National Bureau of Economic Research working 
paper No. 17758. Cambridge, MA. 
22 Guichet Unique du Commerce Extérieur (Cameroun) (2004). 
23 Guasch JL and Kogan J (2001). Inventories in developing countries: levels and determinants, a red flag on 
competitiveness and growth. Research policy paper 2552. World Bank. Washington DC. 
24 Guasch and Kogan (see reference 23). 
25 Arvis et al (see reference 17). 
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countries achieved an LPI score of 3.68 compared with 3.58 for landlocked countries, whereas 
African coastal countries scored 2.46 against 2.39 for landlocked countries.26

Some African ports charge up to ten times more for services than the ports of developed countries. At 
the port of Mombasa demurrage is charged at US$40 per day per container. For warehouses at the 
port US$200 is charged per container when exiting. Shipping lines routinely charge US$1,000–
US$2,000 deposit that is forfeited if goods are not collected within a specified period of time and 
there is also an extra charge should the container return from the LLDC empty.27

A review of the transit overheads of Togo and Burkina Faso showed that freight forwarders fees 
represent 15 per cent of total costs, and for other African countries this share can be as high as 30 per 
cent. These costs result from the complexity of operations, the high costs of intervention and the 
multiple border clearances. Therefore, it is imperative that these processes are simplified in order to 
reduce the costs of these services. 

III. TRADE CORRIDORS IN EAST AFRICA 

A. Landlocked developing countries in Africa 

Africa is comprised of 54 countries, 16 of which are landlocked: Botswana, Burkina Faso, Burundi, 
the Central African Republic, Chad, Ethiopia, Lesotho, Malawi, Mali, the Niger, Rwanda, South 
Sudan,28 Swaziland, Uganda, Zambia and Zimbabwe. LLDCs in Africa face additional challenges not 
experienced in other parts of the world. Most of the sixteen LLDCs in Africa are also included among 
the world’s LDCs, and their coastal neighbours often possess lower quality transport infrastructure 
because they are also developing countries. 

African LLDCs need to develop their export markets but they face numerous obstacles. In addition to 
transport costs, logistics costs have a significant influence due to issues such as connectivity to 
shipping lanes and quality of the business environment, both of which tend to be poorer in LLDCs. 
Table 1 shows the results from the 2012 UNCTAD Liner Shipping Connectivity Index. Djibouti, 
being strategically located on major shipping routes and having benefited from investment by the 
global terminal operator DP World, is clearly placed highest of the East African countries. Due to 
conflict and political instability, Somalia and Eritrea rank very low. Kenya and the United Republic of 
Tanzania both have significant ports but their capacity constraints have resulted in congestion and 
long ship waiting times. The ports of Mombasa and Dar es Salaam are both operating at far above 
their design capacity. Traffic increases forecast on the Northern and Central Corridors, are estimated 
at 11 per cent annually to 2015 and 7 per cent per year thereafter, putting additional pressure on 
existing infrastructure.29

Table 1. UNCTAD Liner Shipping Connectivity Index for East African countries 

Country 2012 Ranking 
Djibouti 67 
Kenya 86 
United Republic of Tanzania 87 
Somalia 132 
Eritrea 136 

Source: UNCTADstat. 

                                                  
26
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In the World Bank Doing Business report ratings (see II.B), of the 180 rated countries, East African 
landlocked countries were ranked low: Uganda (111), Ethiopia (116), Rwanda (139) and Burundi 
(177).31 
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controls in 922 kilometres between the port of Mombasa in Kenya and the border with Uganda.36 The 
remedy adopted in many cases to build trust between the public and private sectors has been through 
ever more stringent security checks that have formalized costs but in some cases produced greater 
delays. 

B. The port of Dar es Salaam and the Central Corridor 

1. Port 

The port of Dar es Salaam evolved from a small fishing village and trading centre to become the 
United Republic of Tanzania’s main port. Although the country has other ports, such as Tanga in the 
north, close to the border with Kenya, and in Lake Victoria to the west, around 95 per cent of the 
country’s international trade passes through Dar es Salaam. Dar es Salaam is also the main transit port 
for Burundi and Rwanda as well as a viable alternative for landlocked Uganda, Malawi, Zambia and 
the eastern part of the Democratic Republic of Congo. The port container terminal is operated under 
concession by the Tanzania International Container Services Company, in which global terminal 
operator Hutchison Port Holdings holds a majority of share. 

In 2011 the port handled over 9 million tons including container throughput of 432,859 TEU. The 
main imports are vehicles, cement, fertilizer, cotton, iron and steel, foodstuffs, machinery and oil, 
while dominant exports are sisal, tea, cotton, oilseed, oil cake, timber, cashew nuts, tobacco, copper 
and coffee. 

Imports at the port of Dar es Salaam account for 82 per cent of the total port throughput. Around 40 
per cent of throughput is liquid bulk, 31 per cent containers, 19 per cent dry bulk and 10 per cent 
general cargo. Approximately 85 per cent of exports were containerized and 40 per cent of total traffic 
is transit traffic for other countries, however this is split into two corridors. The Central Corridor, 
heading west, which takes 36 per cent of the transit traffic, while 64 per cent goes on the Dar es 
Salaam Corridor south towards Zambia. As such, Zambia dominates the transit traffic at the port, 
accounting for 44 per cent, with 20 per cent for the Democratic Republic of the Congo, 11 per cent for 
Burundi, 9 per cent for Rwanda, 4 per cent for Malawi and 1 per cent for Uganda. 

One of the major issues facing the port of Dar es Salaam in recent years has been congestion, one 
indicator of which is a high berth occupancy rate. In 2001 the average berth occupancy rate at the port 
container terminal was 43.5 per cent and in 2008 this figure had doubled to 87.3 per cent. The general 
cargo terminal experienced an increase in its berth occupancy rate from 33.4 per cent to 47.2 per cent
over the same period. In 2011 the average berth occupancy rates were 83 per cent at the container 
terminal and 43.3 per cent at the general cargo terminal. 

A study on container import dwell times conducted by Tanzania Port Authority showed that domestic 
goods spent on average 26.6 days in port in 2001 against 8 in 2011.37 While this bodes well for 
domestic cargo, the situation for cargo destined to its landlocked neighbours has moved in the 
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3. Road 

The road corridor stretches from the port of Dar es Salaam inland through the United Republic of 
Tanzania, where it splits to enter Burundi at Kobero/Kabanga and Rwanda at Rusumo. The corridors 
continue to Bujumbura in Burundi and Goma in Rwanda. Investment in the road network has already 
been forthcoming, through the Central Corridor Road Project, which provided funding for the 
rehabilitation of 517 kilometres, construction of 527 kilometres and maintenance on a further 200 
kilometres. However, an assessment conducted in 2010 found that 189 kilometres of the corridor 
require capacity upgrades even on a scenario without traffic growth. It was found that 732 kilometres 
of the corridor needed rehabilitation and 774 kilometres required upgrading from gravel to paved 
surface. 41

A recent study has compared costs and times for different options on the Central Corridor.42 As an 
indicative example, importing to Mwanza costs US$2,875 and takes 411 hours by rail, compared to 
US$2,629 and 362 hours by road. Exporting by rail from Mwanza costs US$3,481 and takes 517 
hours versus US$3,028 and 396 hours by road. 

In 1999 an inland container depot (ICD) was built at Isaka to serve western regions of the United 
Republic of Tanzania and the landlocked countries of Burundi and Rwanda, acting as an interchange 
between the rail line from Dar es Salaam and the road links to the Rwandan capital, Kigali and 
Bujumbura in Burundi. However, since the decline of rail infrastructure and thus traffic on this route, 
the site is no longer in use. A proposal is being developed to revive the Isaka ICD and a feasibility 
study has been funded by the World Bank. 

In the United Republic of Tanzania, trucks are adapted to carry extra fuel tanks to ensure that there is 
enough fuel on board to drive to the border of their landlocked neighbours and return home without 
refuelling, a distance of around 2,500 kilometres. This means importers are not only paying to 
transport the cost of their goods but, if the truck returns with cargo, they are also paying the fuel costs 
for exporters to get their goods to market. If the truck returns empty, the importer is paying to 
transport fuel inland instead of by a dedicated national fuel distribution system. While the price of fuel 
may be cheaper at coastal cities, this practice of self fuel transportation is inefficient compared to the 
economies of scale national fuel distribution networks involving dedicated tanker trucks or pipelines 
can offer. The practice also reinforces the high price of inland fuel though low demand. Truck owners 
cite the actual or perceived poor fuel quality at inland locations as the main reason, plus a reluctance 
to entrust fuel money to the driver. Better national fuel distribution and payment systems could help 
reduce transport costs. 

4. Inland container depots and customs clearance 
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Transit along the Central Corridor was initially governed by bilateral agreements between the United 
Republic of Tanzania and the landlocked countries utilizing the corridor. However, in 2006 a 
multilateral agreement was signed by the United Republic of Tanzania, Uganda, Rwanda, Burundi 
and the Democratic Republic of the Congo, including the establishment of the Central Corridor 
Transit Transportation Facilitation Agency. The goals of this agency are to support planning for 
infrastructure development, improve efficiency for users, work to harmonize procedures and also to 
promote the corridor. 

C. The port of Mombasa and the Northern Corridor 

1. Port 

The port of Mombasa has had a rich history as a strategic trading post for many centuries. It links the 
vast African interior through the fertile Rift Valley to other civilisations across the ocean. Today the 
port of Mombasa is Kenya’s second largest city and main gateway to international markets. It 
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The entrance channel will also be dredged and the turning basin widened to accommodate vessels up 
to 4,600 TEU. 

In 2011, the port of Mombasa handled 19.6 million tons of cargo, which included total containerized 
traffic of around 770,000 TEU, in addition to general cargo, dry bulk and liquid bulk. The port’s 
throughput has been growing at a rate of 8.8 per cent between the years of 2002 and 2009 and 12.5 
per cent in 2011. Throughput at Mombasa is weighted heavily in favour of imports, which represent 
87 per cent. Imports are divided into 39 per cent liquid bulk, 28 per cent dry bulk and 25 per cent 
containers, with 8 per cent general cargo making up the rest. Looking at general cargo, the main 
imports (greater than 10 per cent) are iron and steel, and cereals and grains, while the major exports 
are tea, coffee and soda ash. The major dry bulk imports are maize, clinker and wheat, while the vast 
majority of liquid bulk imports are the category of petroleum, oil and lubricants.49 Of this throughput, 
4.98 million tons was transit cargo, 80 per cent for Uganda, with small amounts spread between other 
countries – Burundi, the Democratic Republic of the Congo, Rwanda, Somalia, Sudan and the United 
Republic of Tanzania. 

2. Rail 

The port is served by a railway line that runs from the port of Mombasa to Kasese in Uganda. The rail 
line is narrow gauge (one metre), compatible with the Tanzanian railway. The rail line runs from 
Mombasa to Nairobi, then to Nakuru where the line is split, with a spur running to Kisumu on the 
shores of Lake Victoria. The main line continues to cross the border at Malaba and then on to 
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roadway.52 It found that 1,339 kilometres of the corridor require capacity upgrades even on a scenario 
without traffic growth; 864 kilometres of the corridor was in need of rehabilitation and 319 kilometres 
required upgrading from gravel to paved surface. 

A recent study has compared costs and times for different options on the Northern Corridor.53

Importing goods to Nairobi costs US$1,867 and takes 316 hours by rail, compared to US$2,315 and 
396 hours by road. Importing goods to Kampala costs US$2,991 and takes 462 hours by rail, versus 
US$3,019 and 323 hours by road. Transport of exports is more expensive than for imports and takes 
longer in all cases, except from Nairobi by road due to the reduction of 168 hours in the ICD that 
occurs when importing. Rail to Mombasa from Nairobi costs US$2,242 and takes 412 hours versus 
US$2,315 and 324 hours by road, while Kampala costs US$3,228 and takes 555 hours by rail against 
US$3,405 and 395 hours by road. The study also reconfirmed that the greatest proportion of total time 
for both import and export cargo along the Northern Corridor was spent at the port. 

4. Inland container depots and customs clearance 
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D. The port of Djibouti and the Djibouti–Ethiopia Corridor 

1. Port 

Djibouti is situated on the Horn of Africa at the intersection of the Red Sea and the Gulf of Aden 
through which 12 miles of open water separate it from Yemen, in the Middle East. The port has 
served as a vital trade link between Africa and Asia for millennia. With the opening of the Suez 
Canal, it is located along the major East–West shipping lane and only at three days sailing time from 
Dubai, a major trans-shipment port in the region. In 2009, the port of Djibouti, now operated by DP 
World, opened a new facility called the Dorelah Container Terminal, which is separated from the old 
port by approximately 11 kilometres by road or 3 kilometres by sea. The new facility is four times 
larger than the previous facility with a capacity to handle 1.5 million TEU annually and includes a 
1,000-metre berth, six quay cranes and has a water depth of 18 metres, which can accommodate the 
world’s largest container vessels. In 2010 the estimated port throughput was around 600,000 TEU. 
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of Djibouti by truck where they may wait up to nine days for an available container before being 
exported.62 The result is that full trucks compete with empty container trucks for road space (along 
918 kilometres) thereby increasing congestion (both on the roads and within the port), pollution and 
costs. The main reason cited for this practice is the demurrage charges levied by the shipping lines 
upon containers. These are charges by container owners (sometimes the shipping line) for not being 
able to use their containers for other cargo. To avoid these charges importers return their containers 
swiftly to the port rather than wait for any prospective return cargo. Better use of ICDs could help to 
reduce this problem. 
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expect to transport 1.5 million tons annually.66 Economic analysis of road and rail costs, which cater 
for the assumption that 80 per cent of trucks return empty from Addis Ababa to Djibouti, reveal that 
transportation by truck costs US$42.8 per ton. Estimates of rail cost per ton range from US$35.6 to 
US$15.3 after a complete upgrade.67 The upgraded railway will still be narrow gauge (1,000 
millimetre) and thus restrict cargo volumes that can be carried as well as compatibly with other 
railway systems. 

Plans have since been announced to build a new national rail network based on standard gauge (1,435 
millimetre), encompassing some 5,000 kilometres of track which would also join in the north to Port 
Sudan, thus reducing the dependence on the port of Djibouti.68 In the south a rail connection to the 
Kenyan port of Lamu is also planned. The Ethiopian government has been involved in negotiations 
with the governments of China and India to obtain loans and engineering expertise for the numerous 
projects that will make up the envisaged network.69

3. Road 

The Ethiopian road transport network accounts for 90–95 per cent of interurban freight and passenger 
movements.70 The Ethiopian Government has given a high priority to road infrastructure 
development. For example, in 2005 government expenditure for roads was 11.2 per cent, compared to 
4.8 per cent for health and 4.5 per cent for water and sanitation.71 During the period 1991 to 2009, 
almost 29,000 kilometres of new roads were constructed, bringing the total network to around 46,000 
kilometres. This is expected to grow to 136,000 kilometres by 2015 under an ambitious five-year road 
building plan.72

In late 2011, a US$743 million road development loan financed by the African Development Bank 
was signed to improve links with neighbouring Kenya.73 The Mombasa–Nairobi–Addis Ababa Road 
Corridor Project is one such project financed by the Bank which aims to rehabilitate 198 kilometres of
bituminous road from Hawassa to Ageremariam (including the construction of bridges, execution of 
drainage structures, and road side amenities) on the Ethiopian side to the border of Kenya.74

4. Inland container depots and customs clearance 

Unlike the Northern and Central Corridors discussed above, the Djibouti–Ethiopia corridor does not 
have a corridor institutional body. The governments of Ethiopia and Djibouti have signed bilateral 
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Until recently, Ethiopian cargo was cleared directly at the port of Djibouti by Ethiopian customs, 
requiring no further inspections afterwards. While the absence of road blocks en route is 
advantageous, a potential downside for shippers is that customs fees must be paid when the cargo 
clears the port rather than when it arrives at the final destination.76 Added inconvenience and cost 
arise from the need to travel to the port to solve any issues, such as paying fees rather than face losing 
the cargo altogether.77 However, this situation is undergoing a transition due to the development of 
ICDs by the Ethiopian Government. 

In recent years Ethiopia has established two new dry ports, one at Semera near Djibouti (550 
kilometres to the east of Addis Ababa) to cater for cargo moving to the north of the country, which 
opened in 2009, and another at Mojo (73 kilometres east of Addis Ababa) for cargo moving to the 
south and west, which opened in 2008. A feasibility study recommended that the country needs 
additional facilities to deal with its containerized imports and new dry ports are being planned at Dire 
Dawa, Jijiga, Bahir Dar, and Woreta. Both dry ports were financed by the Ethiopian government, 
through Ethiopian Dry Ports Enterprise, a public company established in 2007 to develop and manage 
the dry ports. The dry port at Mojo was built with a capacity of 28,280 containers, but is in the process 
of being expanded to a capacity of 110,373 containers annually. In 2009, it handled 9,568 
containers.78
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documents are accepted, a hard copy is still required in many cases. This practice needs to be 
improved. Partial implementation of a common customs bond has been implemented, but must be 
adopted completely.80
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A. Reliance and cooperation 

One of the major disadvantages LLDCs face is that they are dependent on the transport networks of 
neighbouring transit countries and have very little influence over the transit transport mode, route, 
price or management. In order to control the operation of a system it usually helps to own it. In the 
business sector companies attempt to control their suppliers of goods or services through ownership. 
Ownership, however, is not a means to achieve other goals (for example, to improve trade 








