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Transportation Sector as a Major Driver of Economic Development in Dubai

1.
Introduction

1.1
Background
Transportation is a pioneering sector, its importance stems from its forward and backward linkages to other sectors. It’s believed that, this sector sets the platform for all sectors’ set up, and supports their taking off. 
The construction of roads, tunnels, bridges, ports, railways, and airways connect neighbor areas and facilitate transportation modes to move smoothly, safely, efficiently, less polluted, quick connections inside the country and outside, and also enforce the development of remote areas through reducing migration between villages, Badia, rural areas in one side, and the big cities in the urban areas on the other side.

On the other hand, the availability of multimodal means of transportation underpin the effectiveness and efficiency of traveling from one place to another to facilitate trade –import and export, agriculture, industry,  tourism, service’s sub-sectors, insurances, banking services, and smoothing any other related aspects of quality of life and socio-economic development.
RTA is the unique player in providing transportation means and modes in Dubai; thereby, it underpins the infrastructure of the Emirates’ economic growth and sustainable development. Every Dirham spent on the construction of transportation means, and on multimodal modes has more than one Dirham impact on the Gross National Product (GDP); the multiplier effect, however, will have a distinguish impact in the momentum of economic development.

1.2
Objectives of the Paper

This paper aims to achieve the followings:

· Pinpoint the magnificent roles that transportation sector plays in the socio-economic status of Dubai. 
· Analyze the relationship between investments in transportation and, the creation of better economic opportunities through paving the base for business and saving peoples’ times, money, and fuel. 

· Highlight the strategic well connection and integration between multimodal transport means; marine, bus, rapid transit, and commuter rail systems to reduce hours wasted in traffic congestion; reduce petrol consumption; and lower pollution levels.

1.3
Methodology
It’s important to bear in mind that, this paper subject covers transportation infrastructure and, its modes: rails network; marine; public buses; and control systems and safety means. In fact, we are talking here about two economic sectors as classified by United Nations’ National Accounts; transportation sector and, public infrastructure construction.
Therefore, the paper will collect macroeconomic data concerning the components of the national economy, as well as specialized information and data concerning investment in transportation sector at the Emirate level and to RTA level: construction of transportation infrastructure and, expenses on modes of transportation (vehicles, systems and, interrelated multimodal means). 

Analyzing information and data will be done through utilizing mathematical economic formulas.

1.4
Scope of the Paper
It’s clear that expenses on transportation sector have a wide range of socio-economic benefits at both emirate and country levels, and also at the international levels.

Thereby, analyzing transportation sector as a pioneer sector that shall act as an engine of development in Dubai’s economy is what the paper looks foreword to.

Dubai’ leaders widely believe that, the economic boom, demographic structure, and the challenges of Dubai Emirate’s strategic plans should compete amongst the most developed world cities and also, sustain bridging the income and development gaps between Dubai and the most developed countries.

This vision leads us to view budget expenditures to this sector, taking into consideration the efficiency in executing RTA’s Projects, as an investment for the future of Dubai and the country as a whole.  
2.

Preface to UAE & Dubai Economy 

Among the six Arab Gulf countries, UAE has a 23.4% of all GCC countries’ GDPs. It’s GDP in 2007was 653.162 b. Dh, that amounted to 177.85 b. US $, whereas the biggest GCC economies is the economy of KSA which amounted to 47.7% (as shown by Table No.(1). 
Table No. (1)

Expected GDPs to Arab Gulf Countries in billion US $

	Country
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	KSA
	348.7
	363
	378.6
	393.7
	411.5
	430
	449.3

	UAE
	163.2
	177.8
	189.2
	200.6
	214.6
	229.6
	245.7

	KUWAIT
	101.9
	105.5
	110.6
	115.6
	122.5
	129.9
	137.7

	QATAR
	52.7
	60.2
	68.7
	76.9
	87.7
	98.2
	108.1

	OMAN
	35.7
	37.8
	40.2
	42.2
	44.7
	47.4
	50.3

	BAHRAIN
	15.8
	16.9
	18
	18.9
	20
	21.2
	22.5

	Total 
	718
	761.2
	805.3
	847.9
	901
	956.3
	1013.6


              Source: IMF, Executive Board Article IV, Public Information Notice, No. 07/125, Oct 9, 2007.
UAE has a population of 4.488 m., the per capita income is 39,628 US $ in 2007, and with an Area of 83600 Km2; the population density is 54 persons /km2. Whereas, the population density in Dubai is 342 person/km2. It’s clear that this figure is too high in Dubai vs. the UAE; which reflects how much transportation infrastructure and modes we need in Dubai.

In 1973, UAE joined the IMF and World Bank, by then the Emirate’s Monetary Council was formed, and on 19th. of May 1973 the Dirham is declared as the national UAE currency, and since 1973 the Dirham has been connected to US $ with a rate adjusted to 3.6725 Dh per one US $ in 1998 (Central Bank of UAE, 2008).

Oil GDP only constitutes 38.0% of the country's GDP in 2007, and the growth is 5.2% in real terms, whereas total investment is amounted to 148 b. Dh. At the level of UAE, there are 4 leading sectors in economic investment; Oil 51.4%, Manufacturing industry 17%, Transportation & Communication 18.3% and, Mortgage sector 14.3%. 
Finally, UNDP ranked UAE at 31st. at the Human Development Index HDI amongst 177 countries in the world for the year 2006, as shown by Table No.2 (UNDP, 2006).
                                               Table No. (2)

                        UAE Macroeconomic Variables for 2006-2007
	Economic Variable
	2006
	2007

	GDP in billion Dirham
	599.231
	653.162

	Oil GDP 
	37.3%
	38%

	GDP Growth @ fixed prices
	11%
	5.2%

	Investment in billion Dirham
	121 
	148.5 

	Transportation & Communication
	20%
	21.7%

	Gov. Expenditures in billion Dirham
	58.21 
	76.2 

	Private Expenditures in billion Dirham
	246.6 
	290.3 

	Inflation Rate (at 2000 prices CPI= 100)
	9.3 %
	11.1 %

	Imports in billion Dirham
	367.46
	486.58

	Employment in million
	2.84 
	3.096

	Dubai Area Km2

UAE  Area Km2
	4114

83600
	4525
83600

	Human Development Index HDI  2006
	31 amongst
	177 countries

	Expenditure Share from Income in 2006
	
	          0.71


         Source: (1) Ministry of Economics, Socio-economic Report 2007.

         (2) UNDP, Human Development Report, UAE 2007/2008, http://hdrstats.undp.org/countries.

         (3) Dubai Statistics Center, Emirate of Dubai, Statistical Yearbooks 2005-2006.
Dubai GDP increases by a roughly 9.5% since 2005, it was 140.2 b. Dh in 2005 and estimated to be 202.5 b. Dh in 2007, with an area of 4525 Km2.  Total investment will be approximated to 7.63 b. Dh, non-Oil GDP is constituting 4.95% only of the economy. The added value of transportation, storage and communication sectors constitute 13% of Dubai GDP plus roughly 3% value added from public infrastructure construction to have a total share of 16% of Dubai GDP (Table No. 3).

Dubai Gross Domestic Product for the years 2006-2007 at current prices.
Table No. (3)

Dubai Gross Domestic Product for the years 2006-2007 at current prices 
[image: image2.emf]Sector in m. Dirhams 2005 2006 2007* 2008*

Non-Oil GDP

132,731 160,266 192.4 225.2

GDP

140,200 168,780 202.5 237.0

Non Financial Sectors

120,872 146,265 175.5 206.2

Agriculture, Live Stock & Fishing

791 992 1.19 1.40

Mining and Quarrrying:

Crude Oil & Natural Gas

7,469 8,514 10.22 12.00

Quarrying

100 116 0.14 0.16

Manufacturing Industries

22,129 26,474 31.77 37.32

Elect., Gas & Water

1,906 2,354 2.82 3.32

Construction

16,462 21,504 25.80 30.32

Wholesale, Retail Trade 

        & Reparing Services

31,287 36,190 43.42 51.02

Restaurants & Hotels

5,047 5,793 6.95 8.17

Transport, Storage&Communication

18,202 21,409 25.69 30.18

Real Estate & Business Services

14,231 19,239 23.08 27.12

Social & Personal Services

3,248 3,680 4.42 5.19

The Financial Sector

13,682 17,265 20.72 24.34

Government Services Sector

8,358 9,177 11.01 12.94

Domestic Services HH

690 767 0.92 1.08

(less) Imputed Bank Services

-3,402 -4,594 -5.51 -6.48

GDP per Capita (Dirham)

106,100 118,692 130,645 141,916

Per Capita (US $= 3.6725 Dh) 28,890 32,319 35,574 38,638

Source: (1) Dubai Statistics Center, Gov. of Dubai, Statistical Yearbooks 2005-2006.

               Central Bank, UAE, Monthly Bulletin Statistics, July 2007.

            (2) www.Statistics@dm.ae

* Estimated in Billion Dh.

Population in million 1.321 1.422 1.55 1.67


3.

Road & Traffic Authority (RTA) in Brief    
RTA has established according to the Law No. 17 of 2005 as an independent governmental authority to tackle the tasks of planning and providing the requirements for transport, roads and traffic in the Dubai Emirate and between other UAE Emirates as well as neighboring countries aiming at providing an effective integrated transport systems that fulfill the Emirate’s vision and vital interests… Article No.(5).  Due to this law, RTA plays the following roles:-

1. Prepare comprehensive strategic plans for transport, roads, and traffic in coordination with concerned parties.
2. Develop policies that maximize benefits from all available modes and means.

3. Approve the privatization of certain services provided.

4. Establish, manage and operate a comprehensive system for transport, roads and traffic to secure the provision of appropriate services in satisfaction of all the needs of the society’s safety and quality.

5. Prepare the regulations and operational and administrative systems related to its work.

6. Prepare necessary studies for determining and applying the levies relating to its sector, including tolls, fees, licensing of vehicles and drivers, and the tariffs of the lines of public transport.

7. Study and develop the legislative issues that fulfill the strategic objectives of the transport system in the Emirate.
8. Licensing the lines of public transport as well as all activities relating to its work.

3.1

RTA Envelops five Specialized Agencies


Following Law No.17 of 2005, the Executive Council Decree No. 8 of 2006 has decided to establish four agencies to fulfill the mission and objectives set forward to RTA. Thereby, Traffic & Road Agency, Public Transport Agency, Rail Agency, and Marine Agency were established to tackle their specialized objectives. In 2008, License Agency birth out due to the widening role of licensing activities.
In accordance with Article No. 8 of the said Law, RTA has the right to have an affiliate independent corporations and companies operating in its fields of work. Therefore, RTA has owned Dubai Taxi Corporation (DTC) as a commercial entity under its management to integrate overall public transport multimodal means. Moreover, RTA has license six private companies to provide Taxi services in Dubai in addition to DTC. 
3.2

RTA Strategic Goals Parallel to Dubai Strategic Plan 

The government of Dubai adopted a set of guideline principles for the various sectors that compromise the Dubai Strategic Plan (DSP). These guidelines were adopted by the RTA when their goals and objectives were being set. The following table represents the clear link between Dubai Strategic Plan Guidelines and RTA’s strategic goals:
	DSP Guidelines
	RTA’s Strategic Goals

	Infrastructure, land and environment: provisioning of world class infrastructure designed to suit the requirements of all users
	Achieving mobility for all user’s of road system, land and marine mass transport

	Security Justice and safety: Maintaining security and stability
	Boosting safety levels of road network, land and sea mass transport systems

	Economic development: Innovation in launching initiatives
	Striking a balance and achieving integration between road systems, land and marine mass transport

	Public Centre Excellence: Excellence in customer service
	Making the means of mass transport by road & sea the favourite choice of commuters

	Preserving the environment with international standards; protection of national identity culture and way of life
	Protecting the environment, preserving nature, public safety and heritage during the carrying out of the business of RTA

	Unique relationship and partnership; excellence in customer service
	Developing guided relations with various categories of customers and strategic partners

	Sound financial performance and effectiveness
	Rationalizing expenditure, maximizing revenues and minimizing risks

	Development of human resources
	Making RTA the first career choice of qualified human resources


At any point in time, there are approximately 140 projects running in parallel within RTA. The total annual budget of the organization exceeds $3.04 Billion in 2009 with approximately 90% allocated to projects of different types such as rail, traffic and roads, public transport (buses) and marine transport. Figure-1 shows the breakdown of the projects budget to the different activities. The majority of the budget (70%) allocated to roads and metro projects where huge infrastructure investments exist.

One of these mega projects is Dubai Metro project, which is budgeted totally at $4.22 billion for Red & Green Lines (phase 1). The Metro system is expected to be partially operational by 2009 and fully operational by 2012. The metro will comprise two lines; one of them will have 75 km of track and 47 stations, 37 aboveground and 10 underground, with trains expected to run every 90 seconds when the project is completed. 

Although the business development projects do not exceed 1% of the projects budget, their impact far outweighs their costs. These business development projects include e-government implementation, Business Process Reengineering, EPMO establishment among others.
	                        Table No. (4)
	

	        Distribution of RTA 2009 Budget by Projects

	  Agency/ Project
	% of Budget

	Rail  (Metro)
	47%

	Traffic & Road 
	22%

	Public Transportation
	18%

	Licensing & Marine
	12%

	Business Development
	1%

	Total (11.2 b. Dirham = US $ 3.04 b. )
	100%
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Figure-1: Distribution of RTA Projects by Budget
4.

RTA Role in providing the Infrastructure to Dubai Economy

Transportation is one of the major sectors in the economy, economists state it as a Derived- Demand sector; which means that the demand for its products or services is not directly endeavored or sake by consumers (users), but it’s needed for other purposes that serve other business, education, health, trade, and so on (Fuller, J., 1999, p3).
Henceforth, it is characterized by its wide interrelated benefits to other economic sectors, in other words; it expands its capabilities to meet the needs of economic growth.
Transportation services are provided at all levels to facilitate welfare, narrow regional wealth or opportunity disparities, support sustained growth, help produce more neighborhoods, facilitate employment access, upgrade land use, link businesses with employees and households, broadening development spirits, enhance recreation, facilitate internal and external trade, and finally enable all economic markets (labor, goods & services, money and, capital market) to match and co-opt to each other. By these linkages, transportation sector acts as an engine of growth to the economy.
Transportation investment has a variety of economic impacts due to the variety of its structure. There is a high degree of economic interdependence between Emirates; investments in one region provide direct and indirect economic stimulus to other regions.  
This interdependence extends far beyond the local transit investment transactions, substantial benefits in Dubai are likely to be matched by other emirates’ investments in the country. 
Strictly speaking, the economic interdependence at the local level indicates that there is a shared interest in promoting economic and social well-being in all areas of the country through investment in public transportation modes, means and, infrastructure.

American highways, roads and public transportation systems contribute to virtually everything of value in US economy and lives; from linking businesses to their suppliers and customers, to bringing jobs, education, health care, recreation and, government services within every American’s reach. Investing in this extensive network has produced enormous economic returns for virtually every person and business in the U.S., Sahipro and Hassett (2005) estimated that American’s surface transportation network produces over $ 4 in direct benefits for each $ 1 in direct costs. The report explores some of the more indirect benefits, including supporting global competitiveness (Shapiro & Hasset, 2005, p1).



The study found that American businesses and people derive nearly $788 b. a year in direct economic benefits from their use of the nation’s highways and transit systems. These benefits involves costs of $ 185 b. a year in taxes, fares, tolls, and other fees to build, operate and maintain the highway and transit networks that generate those returns. Thereby, net economic benefit is $ 603 b. in 2003. It’s also estimated that Private capital investment in public surface transportation over that period (2003) produced an average net return of 17% (Shapiro & Hasset, Op., Cit., 2005, pp 2-4).
Our primary estimations show that RTA’s transportation network supplies (infrastructure and modes) produces around Dh 30 in direct benefits for each Dh 1 cost paid by residents, for the period 2006-2008, as clarified by the attached table.
4.1   Types of Transportation Investment
Basically, transportation encompasses two forms of investment Capital Expansion and Capital Enhancement (Randall Eberts, http://Onlinepubs.trb.org / Onlinepubs/ Millennium, p 2).

Capital Expansion: includes the construction of additional highways segments (new lanes, interstate highway systems, conversions access, widening bridges, and extension of existing roads); rail lines; runways; or additional sea, air, or bus terminal capacity using traditional technology. 

Capital Enhancement: refers to new technologies that can enhance the efficiency of the existing highway system, including intelligent highway systems, congestion pricing, inter-modal freight facilities, geographic systems, and instrument landing systems, to mention a few major innovations.




Whereas, Cambridge Systematics and Economic Development Research Group classify transportation investment into two categories (Cambridge Systematics, Inc and Economic Development Research Group1999, p E-8).

· Capital Investments which comprise of the “Hardware” of the nation’s transportation systems, their vehicles, maintenance facilities, and in the case of rail transit, track, tunnels and other system components. Also it includes new system investment with expenditures of land acquisition and engineering, modernization and replacement of system components, and expansion for additions to existing services.

· Operating Investments which include labor, maintenance, and supplies. It provides direct benefits to the local economy.

In Dubai, we believe that developing transportation infrastructure and systems’ network is our challenge to co-opt with globalized economy and, we look forward to see Dubai as one of the benchmark cities in the world, this aspiration justifies our critical concern in allowancing around 48% & 33% of Dubai government’s budget to RTA for 2008 & 2009 respectively, in order to build and develop the transportation sector.
4.2
The Cost of Transportation Congestion & Improvement
It’s believed that, congestion has a wide impact on the economy; causing more pressure on infrastructure, more idle time is needed to investors and customers that lead to more operations’ expenses, and more total cost, and in severe congestion areas, many investors out-flowed their capital investments outside the country. Thereby, expenditures on investment will decrease at all aspects which will lead to a reduction in public and private consumption expenditures and, in turn, cause a decrease in aggregate demand; which means a slow-down in economic growth and a recession in economic development. This at the end will push the economy into a slow-down and a recession.

On the other hand, congestion has a negative impact on tourism, which leads to a decrease in consumption expenditures and economic slow-down as well. Concerning this situation, the challenge of Dubai decision-makers, in fact, is that we cannot look back observing what is going on, we have to be pro-active and move quickly to set-forth vested plans to underpin the platform to take-off and, respond to the development requirements in order to achieve our peoples’ aspirations among the globalized interactions within the world best practices.
APTA estimated the Congestion waste in USA by 63.1 b. Dollar in 2007, which is amounted to 0.46% of its GDP at current prices (13,807.55 b. US $). 
In Dubai, RTA estimated the congestion waste in Dubai by 4.8 b. Dirham in 2007; which is amounted to 2.37% of its GDP at current prices (202.5 b. Dh).
The National Cooperative Highway Research Program estimated that $ 238.3 b. in 2007 is needed to maintain America’s surface transportation systems, and it would take $ 293 b. to improve them to fully meet the needs of the U.S. growing economy. This will leave a Funding gap of $50.7 b. to maintain the systems and $ 105.3 b. to improve them. By 2017, those gaps will widen to $ 66 b. and 133.9 b. respectively (APTA, Ibid, p4). 

5.
Income Gap between countries: a Comparative Analysis

Infrastructure is a major part of Gross Fixed Capital Formation GFCF of Dubai, as well as many other countries’ economy. GFCF plus inventories constitutes the total investment in the economy. Therefore, any increase in transportation infrastructure expenditures will directly be reflected in the total investments, which in turn, goes directly to the development of the economy. These relations express our interest to portray the income gap of Dubai in comparison to the USA income, and also to other economies. Therefore, increased investment in transportation infrastructure leads to more total investment and more GDP. Thereby, GDP per capita will increase, followed by reducing the gap between Dubai economy and other strong and best practice economies.

To calculate income gap, we have to derive economic growth; the rate at which the Gross Domestic Product GDP changes at constant prices during a certain year in comparison to a base year. The growth formula is as follows:
GDP Growth = Δ Output / Output = (GDPn - GDPn-1) / GDPn-1       ……. (1)
And for a span of years, growth can be driven through the formula:

 GDPn = GDP0 (1 + r )n                                                                     ..…… (2)
Where;  r is the growth rate, GDPn is the GDP for a comparative year and, 
  GDP0 is the GDP for a base year.

To calculate the income gap between countries, the following formula is utilized (Thirlwall, Op. Cit, p18): 

  N    =          ___Log (Y USA / Y Dubai )  _                                                        ...….. (3)
                   Log (1+ r Dubai) – Log (1+ r USA)  
Where; 

r : is the growth rate
Y: Per Capita Income and, N: number of gap years
The table below portrays a comparison between economic growth, income per capita and, number of years needed, citrus-paribus, for a resident of such countries to match the existing per capita income to a benchmark country (USA in our example). 
Table No. (5)

Income per Capita Comparison for Selected Countries for 2007
	No. of Gap Years


	Income

 per Capita 
(US $)
	GDP growth at constant prices
	Country

	--
	44063
	3.5 %
	USA (the Benchmark)

	52
	34264
	4%
	Japan

	19
	40237
	3%
	UK

	16
	27499
	6.5%
	Hong Kong

	6
	39628
	5.2%
	UAE*

	4
	35574
	9.5%
	Dubai

	135
	15480
	4.3%
	KSA

	221
	1740
	2%
	Egypt

	169
	2795
	5.2%
	Jordan

	81
	2022
	7.5%
	China

	97
	762
	9.5%
	India


      

Source:
· International Monetary Fund, World Economic Outlook, www.imf.org/pubs.. 2008.
· Ministry of Economics, Abo Dhabi, Socio-economic Report 2007.
Noting that, this comparison under a basic assumption that the comparative economy’s GDP per capita will remain as it is now, and the relative countries continue to grow at a rate as stated.  

From the calculations shown above, we can realize that there is a big gap between the sample countries taken into analysis; UAE needs 6 years to achieve US per capita, ceteris paribus. Whereas, Dubai needs 5 years only due to its high economic growth. On the other hand, Egypt has the widest gap with the US per capita of 221 years, followed by Jordan and KSA with a gap of 169 and 135 years respectively.

6.
The Effect of Transportation Sector’s Multiplier on the National Economy 

6.1
The Definition of Multiplier

In macroeconomics, the multiplier effect refers to the increase in national income due to a certain increase in spending. This happens due to the fact that, an increase in spending will increase the aggregate demand, and thereby causing a further increase in aggregate output for the economy.
Multiplier’s basic formula expressed by the change in GDP due to a change in initial investment expenses is expressed as follows:

Multiplier = Δ GDP / Δ Investment   ………..  (4)

  Moreover, the simple multiplier in the economy is driven by the following formula;
                               Δ TG     

Δ GDP =             -------------                                                     …   …….. (5)



     1- c 
Where; TG is government spending on Transportation sector, 

             c: the marginal propensity to consume ,   
Also, for a more complicated analysis, economists calculate multiplier through a macroeconomic modeling using behavioral equations taking into consideration the major macro variables of consumption, taxes and, imports to draw the following formula, which can be solved through simultaneous equations;  


       Δ TG     

Δ GDP =           ----------------




     ……….. (6)


 1- c (1- t) + m

Where;   t: tax rate,   
             m: marginal propensity to import

The Multiplier can make the overall economic impacts substantially larger than the direct effects alone. Indirect and induced impacts are represented by the Multiplier.  Capital Investment in public transportation sparks an economic chain reaction that generates business activity, creates jobs, boosts property values and tax earnings, maximizes transportation spending, and gets more people to work.
For our paper purposes, we will derive UAE multiplier via the simple formula no. (4 & 5) using the published data of Statistics Center of Dubai for 2006 & 2007. Henceforth, the Multiplier = 3.82 (105.11/27.5) utilizing formula no. (4), and equals to 3.45 (1/ (1- 0.71)) utilizing formula no. (5), where 0.71 is the expenditure share from income in 2006 used as a proxy to the marginal propensity to consume, that is noted as the acronym (c) in the said formula.
6.2
The Effect of the Multiplier
Therefore, the multiplier is a tool used by governments to re-stimulate national product especially in the periods of recession or economic uncertainty. For example, if RTA expends 10 billion Dirham for its budget, major part of this money goes to contractors who buy raw materials, expend in new machines & equipment, pay wages and salaries to their employees, maintain the used equipment, vehicles, pay rents, and consume for administrative purposes. 
Furthermore, the suppliers also consume part of this money, and pay to their employees, and to other stakeholders. Also, part of RTA expenses goes to their employees, and they pay for rent, consumption of goods and services, and other expenses. This process continues to all who concerned in a series of expenses; which is referred to as the multiplier effect.  

Economists use the multiplier as one of the policies to stimulate GDP through two alternatives, increasing government or investment spending, and reducing government taxes. Taking into consideration, the leakages from income stream through international imports.
6.3
Basic Results and Comparisons

In USA, the Multiplier of investment in public transportation returning up to 6 $ returned in economic and other public benefits for every Dollar invested in this sector; which means that every Dollar spent on public transportation will generate 6 Dollars to US GDP (APTA, 2008, p 6). Whereas in UAE, the multiplier is around 3.63 on the average; which means that every billion Dirham spent in the country by government to any sector of the economy will generate, on the average, 3.63 billion Dirham additions to the GDP. It’s clear that this figure is much less than the USA economic multiplier; this is due to the fact that, developed economies are exercising more effective economies than developing economies. 
Thereby, RTA by expending 15.39 b. Dirham for transportation sector infrastructure and development in 2008 had participated in generating roughly 56.0 b. Dirham in Dubai’s GDP for this year and few years followed (23.6% of the GDP in 2008), ceteris paribus. 

7.
RTA Role in the Transfer of Knowledge, Employment Opportunities and International Cooperation 
7.1
RTA Role in Generating Employment Opportunities  
One of the main advantages of RTA’s employment policies is the diversity of its employees’ recruitment policies. RTA aiming at transferring other countries experiences, best practices, and experts’ knowledge and skills to its cadre through sound recruiting strategy. 

In 2008 RTA includes 5573 employees of which 1988 are locals (35.7%), 3585 are guest workers (64.3%) including Buses’ drivers. Guest workers are distributed among variety of nations; Arabs (18.8%), Indians (19.8%), East Asians (22.3%), Europeans (0.4%), Americans (0.3%) and others (2.7%) of the total employees.

Dubai Statistical Yearbook (2006) shows that total number of employees was 67919, of which RTA has 3614 of them (1167 are locals 32.3%). Thereby, RTA encompasses only 5.3% of Dubai government employees, in comparison to a 48% of the government total budget.
In total, RTA Creates 12,613 job opportunities in Dubai, by introducing Dubai Taxi Corp. drivers of 6700 and 340 employees. 
Table No. (6)

Employment in Local Government Departments
Emirate of Dubai

[image: image4.emf]Department 2005 2006 %

Dubai Municipality 12,623 10,950 16.1

Dubai Police 16,864 18,035 26.6

Civil Aviation 2,571 3,112 4.6

Media Incorporated 1,019 1,079 1.6

Islamic affairs 1,250 1,270 1.9

RTA 2,423 3,614 5.3

Health & Medical Services 8,696 9,540 14.0

Dubai World 11,888 11,888 17.5

Electricity & Water 5,125 5,769 8.5

Others 2,397 2,662 3.9

Total 64,856 67,919 100.0

Source:Dubai Statistics Center, Statistical Yearbook, Dubai, 2006.


7.2
 RTA Role in the Transfer of Knowledge and International Cooperation 

As part of its development process, RTA cooperates with many international and regional companies in two means. First, in executing infrastructure projects which reflect directly the technology and knowledge of international competent experiences. Secondly, Outsourcing, research and studies cooperation; RTA always tries to transfer the advanced knowledge and, the best practices from the world. It focuses keen efforts to benchmark every product or service it provides to Dubai development. Thereby, a wide cooperation with international experts, consulting organizations and companies are taking place through transparent tendering processes.

Table No. (7)

Total Expenses on Outsourcing & Consultancy Services

[image: image5.emf]Activity 2008 2007 2006

Outsourcing Expenses 27.89 12.162 11.211

Professional Fees  93.86 31.228 20.778

Studies & Consultancies 170.55 124.562 39.925

Grand Total 292.3 167.952 71.914


During its work experience, RTA has been cooperating with around 20 professional service companies since it has been established with an amount of 532.2 m. Dh for the years 2006-2008 (144.4 m. US $); for example IBM, ISOFT, Nortel Networks Intl., SSK, Ernst & Young, KPMG, Delliote & Touché, Bovis, EC Harris, SMRT/ KASSAB, Serco, ALSTOM, Systra, HK MTRCL, Parsons, and JD Edward …etc. In addition to a few local and Arab companies. 
8.   Transportation Role in Supporting Socio-economic Sustainability

8.1    A Win-Win Transportation Strategy should exist:
To have a sustainable transportation sector, we should have an available, proper, and effective traffic modes services supplied to customers and, on the other hand, complementary sound policies and regulations that balancing both supply of and, demand for both sides of the formula. This means that, the government has to have an efficient transportation market that fulfills both parties’ interest. In order to have efficient markets, certain requirements should exist:

1. Consumer options; consumers should have adequate options from which to choose,

2. Efficient pricing; prices of products and services have to reflect its production cost, and
3. Neutrality; public policies do not arbitrarily favor one good or group over others.  Therefore, the role of the government is to underpin the existence of the efficient markets in the economy.

RTA shall bear these roles through the government support, and we always try our best to fulfill the requirements that help in sustaining the efficient transportation market and, pave the way that facilitates the infrastructure of economic development.
The interface between transportation investment and economic development has broad ramifications that go beyond transportation’s basic purpose of moving goods and people from one place to another. Whereas there is no doubt that transportation is essential in the operation of a market economy. It’s clear that efficient transportation system can improve the productivity of the economic sectors. Also, transportation has a broader role in shaping development and the environment (Randall Eberts, Op., Cit, p1). 
Clients of public transportation modes experience a win-win situation, they pay a sound portion of taxes in comparison to what they gain through their saving of money and time. In U.S. cities with high quality transit systems, each resident pays about $ 100 per year in taxes to finance the system, but save $ 500 per year in transportation costs (APTA, Op. Cit., 2008, p6).

8.2    The Impact of Transportation Sector in the Economy

Cambridge Systematics and Economic Development Research Group classify transportation investment impact into two perspectives (Cambridge Systematics, Inc and Economic Development Research Group, Op., Cit., 1999, pp1-2):
First: Infusion of significant amounts of capital and operating Dollars into the economy produces a demand for goods and services that has direct, indirect and induced effects, which can be measured in terms of jobs, business sales and income.

The Dollars spent in the construction of the infrastructure, operation and maintenance of transportation spur job creation and other effects because Dollars are spent time and time again in the local economy. These impacts are known as Transfer impacts (Multiplier Effect); the shifting of Dollars from one source and to be used by another.

Second: The implication of transportation system and its users of capital investments directly affecting the economic ramifications. Jobs, business sales and income, represent the Spending-Transportation- Economic Linkages. These linkages have a generative impact, which produces additional net economic growth in the economy.

The economic impact of transit investment and use will vary from region to region, because the structures of regional economies vary. The variability of regional impacts underscores two important points (Cambridge Systematics and Economic Development Research Group, Op., Cit., 1999 pp 10-11):
1st. There is a high degree of economic interdependence between regions and how they serve transit needs and make transit investments. Investment in one region provides direct and indirect economic stimuli to other regions.

2nd. Actually, the interdependence extends far beyond the local and regional transit investment’ transactions. Furthermore, there is a shared interest in promoting economic and social well-being in all areas of the country through investment in public transit.


In the case of Dubai transportation sector, and in addition to the strategic role that RTA plays in developing Dubai transportation, it also aims to support other Emirates to overcome its congestion traffic status, thereby help in transferring both passengers and freight through massive modes and means of infrastructure.

However, investment in public transportation has the following main impacts (www.APTA.com, Op. Cit., 2008, pp3-5):
1. Generate Jobs; in New York it generates 375000 jobs and $ 26 b. in wages. In New Orleans 1661 jobs, in South Florida 6300 jobs from Tri-Rail project. 
In comparison, Dubai RTA in 2008, as a representative to transportation sector, generates 5573 jobs (5.3% of total government jobs) and 875 million Dh (= US $ 238.6 m.) in wages & salaries. In addition to 6700 Taxi drivers, with 210 m. Dh in wages and salaries. Thereby, in total RTA has generating 12,273 jobs, with a total wages and salaries paid of 1085 m. Dirham (= 295.4 m. US $). 
2. Boosts Property Values, and thereby Tax Revenues; when capital investment are made in public transportation, property values near transit stops swell, as do tax revenues. 

3. Puts the brakes on migration out of urban areas and promotes long-term stability. Developers are pouring millions into corporate buildings, sports facilities and entertainment complexes near transit stops.

4. Connect Employees to their Work Forces; a connection of employees from suburb to city, urban to rural areas, emirates centers, and vice-versa, these links save employees’ daily time and money.   
5. Increase the productivity of almost all economic sectors, as introduced by
Randall Eberts; the effect on productivity stimulated in reducing highway congestion or improving pavement condition have a major value added impacts to GDP (Randall Eberts, Op., Cit., pp2-4).

6. Finally, transportation investments have direct effects on the environment and on the quality of life within the area served by its system.

Hence, transportation can be viewed as a stimulant of growth as well as a cost of growth.
9.
Future Prospects     
     RTA looks forward to maximize its impact in future socio-economic development of Dubai; our vision to RTA’s future role is:

· To have a participatory challenge of making transportation investments to derive economic momentum, and stimulate for more growth and integrated socio-economic development.



· To compete in the global marketplace and, crucially participate with other Emirates. RTA investments will enhance multimodal integration and mobility, enabling more efficient movement of both passengers and freight. Furthermore, we need to explore additional investments to make sure that our entire national transport system including transit, airports, highways, railroads, and ports functions as an integrated and interconnected means and modes.

However, transportation is viewed as both a stimulant of growth and a cost of growth; we focus more attention in co-opting with other economic policies to fulfill Dubai economic strategy as well as our country’s strategy. We aim that Dubai will continue to be a model in transportation development. 
· To assist in, and underpin the existence of efficient transportation market and avoiding market distortions through removing subsidizations, reserve the freedom of regulatory policies that give no priority or favor to one good or service over the others, provide consumers with a wide options of modes of proper transportation, and develop prices’ techniques and policies that reflect actual cost of products and services rendered to clients. By this we aim to render some of transportations sector problems through: 
1. Giving incentives to motorists who drive less.

2. Avoid planning bias by focusing on all traffic impacts; socio-economic and environmental.
3. Fair and efficient use of vehicles.

4. Economic neutrality; public policies; laws, taxes, investments ...etc, should not arbitrarily favor one activity or group.

5. Consumers need viable transport and location options, and information about those options.

Finally, we admit that some of our existing policies still favor special cars’ ownership and use as a first priority, therefore we agree that:-
1.  Consumers, in Dubai, often lack viable alternatives to automobile dependent communities.

2.  Also, many laws, tax, planning and funding practices favor automobile travel over other alternatives.

But we are planning to remedy this situation and develop the image of using public transportation modes in the near future. It’s our plan, aspiration and decision.
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	Transportation Impacts

Developing Modal Changes:    Improving walking, cycling, Car sharing….  

    Reducing Highway Travel Times: Shortening ways by well and quick connections and, Improving Travel Behavior.
Reducing Travel Cost: In-vehicle travel time, walk/ wait time, passenger comfort, Fuel cost,   parking cost, and operating cost reduction impact.  

    Decreasing Safety Costs: Congestion effects, quality of service, avoiding vehicle accidents and, maintain better health & environment.
    Reducing Pollution & Emissions: CO, NO, NWHC, PM10…



	Economic Impacts

Reducing Business Operating Cost                                Activating & Facilitating  Business Delivery

Motivating Shipping                                                        Providing On-the Clock Business

Facilitating Travel Services                                             More Access to Employment

Raise Net Income to HH from all operations                   Reducing Vehicle Maintenance & Spare Parts imported

Thereby:

Disposable Income Increases                                          Reduce Migration: Population Stability at Regions
High Employment Mobility & Reliability                     Generating more Taxes to Government

Area Development and Prosperity                                  Reducing Gov. Subsidies and Welfare Payments
Gross National Product Increase                                     Business Profit Increase




HH; House Holds.
	Estimation of Transportation Benefit / Cost Accrued to Public Transportation  

	and Infrastructure :The Socio- Economic Impact 2009

	Benefits / Types of Services Provided
	 Multimodal and
	Infrastructure Supplies

	 
	Means
	Assumptions

	Improving Modal Changes:
	 
	 

	Cycling
	1,200,000
	80%*Pop*1% save*100Dh

	Car Sharing
	45,666,331
	10%*Vehicles*20%*365*5Dh

	 
	 
	 

	Reducing Travel Time:
	 
	 

	Shortening Ways (well quick Connections)
	164,398,791
	10%*Veh*20km*0.9*365*0.2Dh/km

	Improving Travel Behavior
	86,766,028
	10%*Veh*Save*0.19Dh/km*0.5*365*20km

	Enhancing Parking Facilities
	365,330,646
	0.2*Veh*0.8*365*Save2Hrs

	 
	 
	 

	Reducing Travel Cost
	 
	 

	In-Vehicle Travel Time
	222,201,105
	0.9*Veh*25%*1hr*4trips*

	 
	 
	6km*Cost 37Dh/Hr

	Walk /Wait Time
	1,023,596
	0.2*Veh*1.3Passen/trip*20min

	 
	 
	*70%*365*Cost37Dh/Hr

	Fuel Cost Reduction
	218,650,392
	0.2*Veh*0.9*365*Save0.7*

	 
	 
	20km*0.19Dh/km

	Reducing Parking Cost
	410,996,977
	0.2*Veh*0.9*365*Save5/day

	Reducing Operating Cost (Personal Uses)
	799,160,789
	0.5*Veh*Save5/day*0.7*365

	 
	 
	 

	Reducing Congestion Expenses
	4,856,250,000
	PersonTrips/hr*6HrsPeak*15Min/

	 
	 
	Trip*37DhCost*CongesDays

	 
	 
	 

	Reducing Accidents & Safety Cost
	 
	 

	Decrease Vehicles Maintenance
	411,541,984
	Accid%*PubVeh*%Reduction*CostSaved

	 
	 
	 

	Business Benefits
	 
	 

	 
	 
	 

	Facilitating Business Delivery
	1,207,634
	No.BusinessShops*MonthlyServ*Save/V

	Decreasing Business Operating Cost
	15,095,430
	No.BusinessShops*Daily*Save

	Enhance Access to Employees
	70,778
	EmpRequired(EmpGrowth)/year*Save

	Providing on-the Clock Business
	2,415,269
	No.BusinessShops*DiliveryTimes*Save

	Reduce Vehicle's Imported Spare Parts 
	1,488,375,000
	ImportsofVehs&TranspoMach*%Saved

	 
	 
	 

	Business Shops Enhancement (Revalued)
	201,272,400,000
	B.Shops*%ValuIncrease*Value

	 
	 
	 

	Enhance & Improve Area Development(Flats,Villas..)
	106,000,000,000
	500%Increase*No.of ProjDeve

	 
	 
	*AreaPerEachDonom*PriceBases+ 200%

	 
	 
	*No.of Businesses*Area*Price

	Grand Total
	316,362,750,750
	 

	Total Cost Paid by Transportation Customers
	5,305,067,478
	RTA TR-Adv-DisPlates-DriveExamFee06-08

	B / C Estimated Ratio
	59.63
	 

	Source: Dubai Statistics Center, Statistical Yearbook 2006.  and     RTA / Finance Dept., The Financial Data, 2006-2008.
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_1287820144.xls
Sheet1

		Sector in m. Dirhams		2005		2006		2007*		2007		2007		2008*

		Non-Oil GDP		132,731		160,266		192.4						225.2

		GDP		140,200		168,780		202.5		185.0		186.0		237.0

		Non Financial Sectors		120,872		146,265		175.5						206.2

		Agriculture, Live Stock & Fishing		791		992		1.19						1.40

		Mining and Quarrrying:

		Crude Oil & Natural Gas		7,469		8,514		10.22						12.00

		Quarrying		100		116		0.14						0.16

		Manufacturing Industries		22,129		26,474		31.77						37.32

		Elect., Gas & Water		1,906		2,354		2.82						3.32

		Construction		16,462		21,504		25.80						30.32

		Wholesale, Retail Trade

		& Reparing Services		31,287		36,190		43.42						51.02

		Restaurants & Hotels		5,047		5,793		6.95						8.17

		Transport, Storage&Communication		18,202		21,409		25.69						30.18

		Real Estate & Business Services		14,231		19,239		23.08						27.12

		Social & Personal Services		3,248		3,680		4.42						5.19

		The Financial Sector		13,682		17,265		20.72						24.34

		Government Services Sector		8,358		9,177		11.01						12.94

		Domestic Services HH		690		767		0.92						1.08

		(less) Imputed Bank Services		-3,402		-4,594		-5.51						-6.48

		GDP per Capita (Dirham)		106,100		118,692		130,645						141,916

		Per Capita (US $= 3.6725 Dh)		28,890		32,319		35,574						38,638

		Source: (1) Dubai Statistics Center, Gov. of Dubai, Statistical Yearbooks 2005-2006.

		Central Bank, UAE, Monthly Bulletin Statistics, July 2007.

		(2) www.Statistics@dm.ae

		* Estimated in Billion Dh.

		Population in million		1.321		1.422		1.55						1.67
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Sheet1

						Table No. (4)

						Distribution of RTA 2009 Budget by Projects

						Agency/ Project		% of Budget

						Rail  (Metro)		47%

						Traffic & Road		22%

						Public Transportation		18%

						Licensing & Marine		12%

						Business Development		1%

						Total (12.3 b. Dirham = US $ 3.35 b. )		100%
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Sheet1

		Activity		2008		2007		2006

		Outsourcing Expenses		27.89		12.162		11.211

		Professional Fees		93.86		31.228		20.778

		Studies & Consultancies		170.55		124.562		39.925

		Grand Total		292.3		167.952		71.914
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Sheet1

		Department		2005		2006		%

		Dubai Municipality		12,623		10,950		16.1

		Dubai Police		16,864		18,035		26.6

		Civil Aviation		2,571		3,112		4.6

		Media Incorporated		1,019		1,079		1.6

		Islamic affairs		1,250		1,270		1.9

		RTA		2,423		3,614		5.3

		Health & Medical Services		8,696		9,540		14.0

		Dubai World		11,888		11,888		17.5

		Electricity & Water		5,125		5,769		8.5

		Others		2,397		2,662		3.9

		Total		64,856		67,919		100.0

		Source:Dubai Statistics Center, Statistical Yearbook, Dubai, 2006.






