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1 Introduction

1.1 Project Objectives

The specific purpose of this project is to identify maritime policy alternatives that promote the development of efficient international shipping.  In doing so, it was intended to further the broad objectives determined by the APEC Transportation Ministers in 1997 to undertake work “aimed at promoting an efficient, safe and competitive operating environment for maritime transport”. 

The aim is therefore to facilitate the harmonisation and transparency of transport policies and national regulations.  The project will determine maritime policies that have facilitated the provision of efficient international shipping services and have contributed to trade growth.  

The project was designed to:

· study the impact of maritime policy reforms on international shipping services among APEC economies; and

· develop policy alternatives towards international shipping liberalisation which facilitate the development of international shipping.

The identification of effective maritime policies will provide benefits to APEC maritime administrators who will be able to assess the potential impact of policy reforms on international shipping services and trade, with greater confidence.  Shipping companies may also utilise the information revealed in the analysis to assess the impact of regulatory changes and policy reforms on their operations.  The outcomes of this project will provide a foundation for future co-operation among APEC economies on international maritime trade issues.

1.2 Project Structure

The research program for the project falls into two distinct phases

· Phase 1: ‘Study of the Impact of Maritime Policy Reform’

· Phase 2: ‘Policy Alternatives towards International Shipping Liberalisation’
1.2.1 Phase 1: ‘Study of the Impact of Maritime Policy Reform’

Phase 1 focused on a review of recent changes in international shipping services and maritime policy reforms in the Asia Pacific for at least the last 10 years, making use of existing information on APEC maritime policies and international shipping services gained from the recent ‘Transparency Exercise Questionnaire’ undertaken in TPT-WG by Japan and information gained during the extended maritime services negotiations at the end of the last GATS Uruguay Round.

The objective of this phase was to determine when, and where, maritime policy reforms can be identified with associated improvements in the efficiency of international shipping services.  
1.2.2 Phase 2:‘Policy Alternatives towards International Shipping Liberalisation’

The second phase of the project centred on case studies of economies whose maritime policy reforms have resulted in improving access to safe and efficient international shipping services. 

Five member economies agreed to take part in the Case Study program: Chinese Taipei; Japan; New Zealand; Thailand; and the USA.  The case study economies were selected to provide a good cross-section of APEC economies along several different dimensions: the nature of maritime industry development policies; strength of the national maritime sector; stage of economic development; and geographical context.

All four of the above dimensions may have an influence on both the acceptability and the effectiveness of particular policies.  The Transparency Exercise Questionnaire made it clear that there are considerable differences between APEC economies in both policy history and current practice.  The objective of the project is to develop policy alternatives for the future liberalisation of international shipping in the APEC region and to provide a foundation for future co-operation among APEC economies on international maritime trade issues. Therefore it is important that its hypotheses be tested, and that the alternatives be framed, in conditions that reflect the diversity that characterises these economies.  

The case studies were conducted using a matrix approach.  This is illustrated in concept in Table 1 below.  The idea was to establish a matrix that ensures that, as far as possible, each identified policy element is covered wherever possible in at least two, and possibly three, Case Study economies.
  In each case, the policy element was wherever possible relevant to the policy history or current practice of the economy.  At the same time, each Case Study embraced several maritime policy elements, ensuring that a reasonable level of efficiency is maintained in the gathering of information.

1.3 Structure of This Report

This report documents the policy alternatives developed as a result of the research program. Part 1, the main body of the report, contains our documentation of the Case Study.  It sets out a proposal for the development by APEC of a set of agreed principles for maritime policy, and an action plan intended to build the foundations for the practical implementation of these principles.

Table 1: Illustrative Matrix Structure
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2 Policy Alternatives

2.1 Nature of the Policy Alternatives

It is clear from the general description of policy development and the case studies of individual economies that APEC member economies have made very significant progress in maritime liberalisation over the last decade:

· Cargo reservation measures have been very significantly reduced and in many cases completely abandoned

· Privatisation and commercialisation of government shipping operations have led to improved operating efficiency and reduced distortions in the shipping market

· Liberalisation of the provision of port services and the encouragement of private investment in port facilities have enhanced productivity and accelerated port development

· Formal discrimination between the vessels of different economies in the terms and conditions of access to port services has been virtually eliminated

· Restrictions in foreign participation in the provision in freight forwarding and inland haulage have been relaxed in many economies 

· Greater flexibility in the requirements for vessel registration has created conditions in which national shipowners can achieve cost reductions without resorting to flagging out

· The regime for the regulation of liner shipping services has been streamlined and modernised in a number of economies.

These advances have already contributed significantly to the facilitation of international shipping, and as a consequence, to the encouragement of international trade and the further development of APEC economies.  The policy alternatives presented of this report therefore do not represent a radical departure from the current direction of shipping policy in the APEC economies.  Rather, they focus on consolidating and building on the gains that have already been made, and extending them to those economies and areas of maritime transport in which the full potential for liberalisation have not as yet been realised.

The mechanism that we is suggested to achieve this objective is the adoption of an agreed framework for future policy development, and the articulation of a set of common principles for shipping policy within the APEC region.

3 DEVELOPMENT OF A FRAMEWORK FOR SHIPPING POLICY 

3.1 A Common Approach to Shipping Policy

The international nature of the shipping industry implies that the shipping policy regimes of individual APEC member economies necessarily impact on all other members. 

In early chapters of this report we have documented the substantive differences in shipping policy across APEC member economies. These differences can detract significantly from efficiency and/or add to the cost of providing shipping services.  It should be acknowledged, however, that the extent of this problem varies significantly across policy areas: in areas such as coastal shipping the impact may be limited; in other areas, notably competition policy relating to liner shipping, and cargo preference, the impact may be substantial. 

Moreover, reciprocity is often important in providing the foundations for liberalisation initiatives that facilitate international shipping.  The incentive for individual economies to implement liberalisation measures – particularly market access measures - is likely to be greatly enhanced where there is some assurance that other economies are committed to similar measures.  

Given the potential for increased costs and efficiency losses as a result of incompatible shipping policies, and given the potential efficiency gains from promoting further liberalisation, it is desirable for APEC member economies to coordinate and harmonise certain aspects of their shipping policies. However, it is important that the level of detail at which agreement on common principles is made is appropriate.  On the one hand, too little detail will reduce the agreement to broad generalisations that, while useful as a statement of the values and basic direction, are not sufficiently specific to ensure either effective coordination or substantial reciprocity.  On the other hand, too much detail will inhibit the ability of economies to respond effectively to the threats and opportunities that continually emerge in a rapidly changing maritime environment. Additionally, too much detail will allow too little flexibility to craft policies that are in harmony with particular circumstances, business practices and the cultural values of individual economies.

3.2 APEC Osaka Action Agenda

Any agreement on common principles of shipping policy must clearly be consistent with the broad aims of APEC, and more specifically with the program set out in the Osaka Action Agenda.

APEC’s objective in the service sector is the achievement of ‘free and open trade and investment in the Asia-Pacific region by: 

1. progressively reducing restrictions on market access for trade in services; and 

2. progressively providing for inter-alia most favoured nation (MFN) treatment and national treatment for trade in services.’ 
 

The Guidelines contained within the Osaka Action Agenda suggest that each APEC member economy will: 

1. contribute positively to the WTO negotiations on trade in services;

2. expand commitments under the General Agreement on Trade in Services (GATS) on market access and national treatment and eliminate MFN exemptions where appropriate; and 

3. consider undertaking further actions to facilitate supply of services. 

With specific reference to Transportation, the Osaka Action Agenda states that:

The ability of a transportation system to efficiently handle the movement of people and goods is critical in order to maximize economic productivity, facilitate trade and contribute to the mobility of people. APEC economies will therefore seek to develop an efficient, safe and integrated regional transportation system. The development of the transportation sector should promote equitable economic development to help people of all APEC economies share the benefits of economic growth. 

The Agenda suggests that APEC economies will focus on: 

· facilitating the harmonization, coordination and transparency of transport policies, regulations, procedures and standards; 

· promoting timely rational investment in the transport infrastructure; 

· encouraging the efficient use of existing infrastructure through the application of appropriate trade and transport facilitation techniques; 

· promoting transport system safety and security; promoting, on the basis of fair and equitable access to markets, a more competitive transportation operating environment and cooperating to address institutional constraints which affect the provision of transportation services; and 

· facilitating the improvement of productivity, skills and efficiency of labour and management in the transport industry.

3.3 Liberalisation, Security and National Maritime Aspirations

Effective pursuit of the Osaka Action Agenda requires substantial liberalisation not only of shipping itself but also of maritime auxiliary activities.  It is vital that the common principles of shipping policy embody a firm commitment to the process of liberalisation.

However, it is also essential that the common principles are sufficiently flexible to accommodate broader national policy considerations that may impact on the expression of this commitment.  During the course of the case study work on this project, two specific considerations that need to be accommodated became evident: national security considerations, and the aspirations of developing countries to develop a significant maritime capacity.

3.3.1 National Security

National security considerations impact on commercial shipping policies in many economies, but the impact is most profound and clearly evident in the case of the United States.  The term used for the program under which operating subsidies are provided to commercial shipping operators — the Maritime Security Program — provides a clear link between the desire of the U.S. to preserve a national shipping capability and considerations of national security. Earlier chapters of this report make clear the strong link between the maintenance of a strong cabotage regime and defence needs.

The common principles of shipping policy need to acknowledge the legitimacy of an economy’s desire to maintain a certain level of maritime capability for security reasons, and recognize that this may, in some cases, require support measures for shipping that result in some degree of distortion in shipping markets.

3.3.2 Aspirations of Developing Economies

Some developing economies in the APEC region — including, amongst the case study economies, Thailand — have clear national aspirations to develop a significant shipping capability.  

The common principles of shipping policy must recognise the legitimacy of developing economy aspirations, and acknowledge that the fulfilment of these aspirations may require some degree of government support, at least in the short term.  In our view this acceptance is necessary to give effect to the commitment of the Osaka Action Agenda that ‘the development of the transportation sector should promote equitable economic development to help people of all APEC economies share the benefits of economic growth.’

Historically, neo-classical economics tends to associate comparative advantage with the relative abundance of certain immutable factors of production (land, labour and capital). But recent developments, and in particular the work of Professor Michael Porter, have focused on competitive rather comparative advantage, and particularly on the building and sustaining of that advantage.  Porter stresses that the most significant factors are created rather than inherited. In the Porter model, basic factors (natural resources, climate, size of labour force etc) are less important than advanced factors (communications infrastructure, highly educated labour force).  

Aspiring newcomers to the international shipping market face the historical reality that a range of countries (both developed and developing) have built up comparative/competitive advantage in the provision of shipping services.   In many cases, the development of this advantage has involved a significant degree of past government involvement or support.   Developing economies  aspiring to build the capacity to compete on equal terms with established shipping powers may need to provide some degree of support for their shipping industries in order to build a sustainable comparative/competitive advantage.  

One of the challenges for APEC shipping policy is to ensure that the means by which this support is delivered are such that any short-run negative impact on the efficiency of the international shipping system is minimised.  This is most likely to be achieved if support measures are direct, transparent, and  of limited duration. 

Framework for Common Principles to Shipping Policy

[image: image7.wmf]The common principles of shipping policy should be anchored in a clear framework that encapsulates the values on which the common principles are founded.  

3.4 Common Principles of Shipping Policy – the OECD Model

The most obvious precedent for the adoption of a set of common principles of shipping policy is given by the OECD.  The OECD principles were first developed in 1987, and were subsequently reaffirmed and extended in January 2001
.  

· .Principle 1 affirms OECD countries’ commitment to promoting and safeguarding competitive shipping markets. We have proposed that APEC member economies commit themselves to the general principle of liberalised shipping markets in the proposed General Framework;

· 
Principles 2-7 are concerned to define appropriate OECD member responses to various forms of pressure from non-member countries, as well as the availability and use of countervailing powers and the equitable treatment of member countries’ shipping;

· 
Principle 8 reaffirms OECD member countries’ commitment to a ‘free and fair competitive environment’ in the dry and liquid bulk trades;

· 
Principle 9 recognises the role of government in giving effect to international obligations and notes the desirability of harmonising government supervisory powers on an OECD-wide basis.

· 
Principles 10-12 deal with the role of government and competition policy in liner shipping. Principle 10 stresses the desirability that member governments give adequate consideration to the impact of liner shipping policy on other OECD member countries. Principle 11 recommends that government involvement in liner shipping should be directed towards the maintenance of a balance between the interests of shippers and shipowners. Principle 12 relates to the avoidance of conflict (and the resolution of issues where conflict breaks out) over the application of competition policy in shipping.

· 
Principle 13 is concerned with the protection of the role of non-conference shipping in liberalised shipping markets.

These 13 principles comprised the original agreement, and were re-affirmed without amendment in January 2001.  The following three principles, first adopted in the 2001 Declaration, recognise the increasing integration of international transport and extend the principles to maritime auxiliary and multimodal services.

· Principle 14 is concerned with the desirability of non-discriminatory treatment with respect to access to and use of maritime auxiliary services (broadly defined as those services which a vessel may use in port). Principle 14 is similar to our recommendations relating to port services.

· Principle 15 affirms that international multimodal transport involving a sea-leg is an integral part of the transport chain and requires OECD member countries to pursue non-discriminatory policies as regards access to and the use of such services. Principle 15 affirms the desirability of providing a free and fair competitive environment.

· Principle 16 affirms the importance placed on conforming to international rules and standards relating to the safety of ships and their crews and the prevention of pollution in the marine environment.  Whilst Principle 16 is concerned with issues that go beyond this study, we note the importance of conforming to international rules and standards.

The OECD Common Principles were first developed in the 1980s, a decade in which there were serious threats to liberalised shipping markets, including the development of national shipping lines, relatively widespread subsidisation of shipping, as well as unilateral, bilateral and multilateral cargo reservation. As a consequence, they appear defensive in nature, emphasising the need for a common OECD stance against protectionist pressures. In particular, the Common Principles emphasise the need for consultation and cooperative action by OECD member countries in response to perceived threats to the free operation of shipping markets. 

APEC members have the opportunity to develop a common approach to shipping policy, not only including mechanisms to ensure the continued existence of liberal shipping markets within APEC- since we cannot be sure that the present impetus to liberalisation will continue in the future -  but also actively encouraging further reductions in barriers to trade in shipping services within the APEC community. 

4 Common Principles for APEC

4.1 Development of a Common APEC Approach to Shipping Policy

In order to clarify the implications of the policy framework articulated in Section 3.4, and to provide a clear shared understanding of the type of measures that will be pursued by APEC economies in the future, it is highly desirable for APEC member economies to adopt an agreed set of principles relating to shipping policy.  The level of specificity should be similar to that adopted by the OECD.  This will allow the principles to be used as a yardstick, either collectively by APEC or individually by APEC member economies, when formulating or implementing shipping policy, without unduly constraining the ability of individual members to tailor specific measures to their specific legal, political economic and social environments.

4.2 Competition Policy Relating to Liner Shipping

While shipping conferences and other forms of cooperative and/or collusive activity are generally considered to be anti-competitive, they survive because many governments, including those of a majority of APEC member economies, exempt them from the provisions of their competition policy regimes. 

Significant differences exist regarding the application of competition policy to liner shipping within APEC member economies. While most developed economies exempt shipping conferences - defined broadly to include discussion agreements – from the application of competition policy, some developing Asian countries have not sought to regulate liner shipping.

Harmonisation of liner shipping policies could lead to significant gains. Other things being equal, the greater the degree of harmonisation, the lower the cost of providing shipping services. Moreover, harmonisation of liner shipping policy in accordance with a set of agreed principles would minimise the possibility of disagreement between APEC member economies.

4.3 [image: image8.wmf]Government Ownership of Shipping

In many APEC economies, State-owned lines were privatised in the late 1980s and 1990s.  Privatisation has increased productive efficiency where government-owned lines were chronically unprofitable, either because of intrinsic cost penalties or because the level of government commitment to a line’s development was insufficient to support the operation of a modern fleet of adequate scale. 

Where operations on a viable scale using sophisticated tonnage were established under government ownership, the economic benefits of privatisation are less clear. However, the experience of Yangming suggests that the gains from privatisation may be significant if the privatised line is freed from obligations to purchase vessels domestically and has greater freedom to set crew size and conditions. 

Where Governments do not wish to relinquish ownership of shipping lines, corporatisation provides a strategy than can, if properly implemented, yield many of the benefits of privatisation by forcing lines to adopt financial and operating disciplines similar to those that prevail in the private sector.

[image: image9.wmf]In either case, however, the discipline of competition is necessary in order to ensure that the potential benefits are in fact realised.

4.4 Cargo Preference (Cargo Reservation)

The core of shipping liberalism lies in a shipper’s right to choose a carrier. Cargo reservation measures directly and seriously constrain this right, and can be expected to have a range of negative impacts on the economic efficiency of international shipping services.  

Fortunately, cargo reservation measures have been significantly reduced in recent times.  Cargo reservation has a minimal impact on intra-OECD trade, and with the winding back of cargo reservation policies in a number of APEC member economies, the negative impacts appear to be confined to a relatively small number of developing countries. Those economies have the potential to benefit from encouraging open access to their shipping markets.

The main area of cargo preference that awaits liberalisation relates to the shipment of government cargo.  Preferential access to government cargo is still widespread, and may in some instances have a material impact on competition.  Agreement to abolish such preferences is desirable, although because of the relatively small volumes involved the economic benefits are likely to be small.

[image: image10.wmf]
4.5 Restrictions Applying to Specific Trades

Restricting the carriage of cargo between two economies to the vessels of one or both of the economies concerned and/or requiring vessels trading between economies to operate via third countries, are profoundly distorting impediments to free trade in shipping services, encouraging technical inefficiency, and more importantly, tending to stifle service innovation.  

[image: image11.wmf]Fortunately, restrictions of this type have been greatly reduced over the last two decades.  The common shipping principles should ensure preservation of the gains from the removal of such restrictions, and incorporate a commitment to the removal of those restrictions that still remain.

. 

4.6 Coastal Shipping (Cabotage)
Cabotage remains the norm amongst APEC member economies. However, cabotage arrangements fall within the scope of this brief only in so far as they impact on the efficiency of international shipping movements.  This will be the case mainly where such restrictions raise the cost of feeder legs for international cargo.

[image: image12.wmf]There has been some liberalisation of cabotage by APEC member economies over the last decade, with several economies allowing international vessels to carry feeder cargoes on coastal routes. 

The opening of feeder trades to competition from foreign shipping should enhance economic efficiency through the integration of domestic and international services, by increasing competition and by introducing increased scope for service innovation.
4.7 Access to Port Facilities

Discriminatory port access provisions are inherently contrary to the founding principles of APEC, and will almost always have a negative impact — though often a rather limited impact—on economic efficiency.   Fortunately, conditions of access and port charges that openly discriminate between vessels of different flags appear to have virtually disappeared within APEC.

Economic inefficiencies may also arise from inappropriate, albeit non-discriminatory, port charges.  There has been a general move within APEC towards more soundly based pricing for port services, although there still appear to be examples of taxation measures masquerading as port charges.  Port charges that are not set on the basis of the cost of providing port services can inhibit the flow of maritime trade as well as distorting resource allocation within the economy in which the port is located.  Previous work such as the ESCAP Model Port Tariff project has shown that it is possible to develop a set of general port pricing guidelines that ensure that the most important distortions are removed, while leaving sufficient flexibility for individual economies to adapt pricing structures to their economic, commercial and social needs.

[image: image13.wmf]
4.8 Land-Based Ancillary Services

Restrictions placed on entry to land-based ancillary activities (e.g. licensing of stevedores, laws prohibiting foreign carriers from owning domestic transport enterprises) clearly detract from economic efficiency.  

Relaxing limitations on participation in land-based ancillary activities may enhance economic efficiency in several ways.

· Relaxing such limitations through deregulation and/or privatisation will force incumbent operators to improve their performance, leading to reductions in cost. 

· The greater responsiveness of liberalised industries to customer needs may be even more important than the reduction in operating costs and lifting of internal efficiency. Liberalisation increases the incentive for service providers to adapt to the rapidly changing demands of an increasingly intermodal industry, and increases access to capital and expertise that provides the capacity to do so.  

Much progress has been made in these areas over the last decade.  However, formal and informal obstacles to full participation in these markets appear to remain in many economies.  As the emphasis on sophisticated supply chain management increases over the next decade, these aspects of shipping operations will assume increasing importance.

[image: image14.wmf]The implementation of this Policy Item may require action from other APEC forums.

4.9 Port Management

There is widespread agreement that the restructuring of the port industry that has taken place within APEC member economies has generated significant economic benefits.  Liberalisation and encouragement of private sector participation in ports has often yielded important savings through increased efficiency.  These initiatives have also played a very important part in ensuring that adequate capital was available to develop high quality port facilities needed to serve the rapidly growing trade of APEC member economies.  It is difficult to see how this demand could have been met without the contribution of private capital, including overseas contributions.
[image: image15.wmf]Commercialisation, privatisation and the introduction of competition within and between ports has led to improved port performance in most APEC member economies over the last decade.  However, this task is not yet complete.  Port operations have substantially greater natural protection from competition than ocean shipping, and the importance of pro-actively promoting competition is correspondingly greater.    

4.10 Subsidies to National Flag Vessels

Subsidies to national flag operators distort competition in shipping markets. They encourage rent-seeking behaviour and impact negatively on the efficiency of international shipping services not only as a result of changes in ownership and consequential changes in market structure, but also as a result of changes in the pattern of maritime trade.   

In so far as subsidies and concessions lead to the replacement of unsubsidised by subsidised carriers, or by carriers domiciled in different countries, subsidisation may reduce the efficiency with which shipping services are performed. In particular, replacing existing, efficient shipping with subsidised services may lead to a loss of technical efficiency.  Moreover, lines entering a trade or trades wholly or primarily as a result of subsidisation may be less experienced and hence less efficient than the lines they replace.  Finally, if subsidies are linked to the operation of vessels on specific routes, subsidies can lead to distortions in maritime trading patterns.

[image: image16.wmf]However, although subsidisation inevitably involves short-run efficiency losses, and may also lead to a reduction in long-run efficiency, it is clear that a number of APEC economies regarded the maintenance or development of a maritime capability as a matter of national importance.  Moreover, in some cases it is unlikely that this can be achieved without some form of support from government, at least in the short term.  Where this is the case, direct and transparent measures, such as tax relief or payments from government that are fixed on an ex ante basis, are preferable to measures that constrain user choice or imply an unconditional commitment to compensate for losses incurred. 

5 AN ACTION AGENDA FOR THE MARITIME INITIATIVE

5.1 Action Item 1: Adoption of General Framework for Maritime Policy

The adoption of a general framework for maritime policy comprises the first step towards the development of a set of agreed principles.  Policy Item 1 of this report set out a proposal for a five-point proposal for such a framework.  As the first step of the action plan, it would be desirable fort APEC economies to study and refine this proposal, with a view to developing a recommendation for approval by APEC ministers. 

5.2 Action Item 2: Adoption of Common Principles

Policy Items 2 through to 10 of this report are intended to provide a comprehensive agenda for agreement on common principles for maritime policy.  These recommendations flow from the general framework, but interpret the framework in the context of specific policy issues.   The second step of the action plan involves the review and refinement of these recommendations, with a view to developing a set of Common Principles of Maritime Policy for approval by APEC ministers.

The content of many of the policy items in this report is straightforward, and what would need to be done to implement them is readily apparent.  Others, however, need to be supported by further research before they could be effectively implemented.  Three items in particular fall into this category.

· The development of common port pricing principles

· The harmonisation of liner shipping regulation

· The identification of appropriate support measures for national flag shipping.

Since the first of these clearly falls within the purview of the Port Experts Group, it will not be discussed further here.  The other two are discussed below.

5.3 Action Item 3: Study on Harmonisation of Liner Shipping Regulation

Although differences in arrangements for the regulation of liner shipping have been dealt with to some extent in the current study, it is well beyond the scope of this project to undertake a comprehensive review of the practice of different APEC economies in this area.. 

An essential prerequisite to harmonisation of liner shipping regulation is an understanding not only of current practice, but also of the attitudes and experience that underlie that practice, including the broader context of general competition legislation.  A detailed appraisal of the costs, benefits and practicality of harmonising specific aspects of the regulation is also highly desirable.  

We therefore suggest the commissioning of a further study that would:

· Comprehensively document current practice in APEC economies with respect to the regulation of liner shipping;

· Identify those areas in which harmonisation of regulatory practice would be both desirable and practical; and

· Develop a detailed strategy for achieving this objective.

5.4 Action Item 4: Study on Support and Promotional Measures

One of the key challenges facing APEC in the area of maritime policy is reconciling the commitment to free and open competition in the provision of maritime services with the desire of some economies to develop and maintain national shipping capabilities. 

Policy Item 10 indicates, on the basis of basic economic principles, the type of support measures that are most compatible with free trade principles and economic efficiency.  However, in order to assist APEC economies — and in particular the developing economies — in making judicious decisions on whether, how and to what extent to provide support for the national maritime industry, we suggest that a study by undertaken to:

· assess those measures that have in practice appeared to have been most effective in encouraging the development of the national fleet;

· assess the likely economic consequences of each support measure;

· review the compatibility of different measures with the trade liberalisation objectives of APEC as well as the principles of the General Agreement of Trade in Services, and

·  develop, on the basis of this analysis,  recommendations on preferred support measures for the consideration of those economies committed to supporting national fleet development.

5.5 Action Item 5: Deepening Understanding

During the course of the current project, it became apparent that, notwithstanding the important work that has been undertaken within the Maritime Initiative and elsewhere, there is considerable room for improvement in understanding between APEC economies. It is still the case that the maritime objectives and policies of one economy, and the practical means by which these policies are implemented, .are often only partly appreciated by the officials of another.  This limitation has the potential to generate friction between member economies, as well as restricting the capacity of APEC economies to achieve the OAA objective of ‘facilitating the harmonization, coordination and transparency of transport policies, regulations, procedures and standards’.

We therefore suggest the development within APEC of a concerted program designed to deepen understanding in these matters, which may include:

· the expansion and further development of government-to-government staff secondment schemes;

· the development of systematic means of communication of developments in maritime policy in each economy, possibly via the APEC website;

· sponsoring of regional workshops on specific aspects of maritime policy; and

· collaboration with other international organisations with similar interests (e.g. UN ESCAP) in compiling and disseminating information on maritime policies and practices.
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Policy Item 10


APEC member economies undertake:


To pursue, in the long term, the target of free competition between unsubsidised shipping lines on a commercial basis


To ensure that all support measures that are provided for national flag are direct, aimed at reducing the cost of shipping, and limited to the minimum necessary to achieve the desired national goals.























Policy Item 9:


APEC member economies undertake:


To continue the process of port restructuring, including commercialisation and the privatisation of port service provision


To develop and strengthen structures to promote intra- and inter-port competition.


To encourage further the involvement of the private sector in the provision of port facilities


Wherever private sector investment opportunities exist, to allocate development rights by a clear and transparent process


Not to discriminate between domestic companies and companies that are nationals of other APEC economies in the allocation of development rights, or in the awarding of contracts for the provision of port services.
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Policy Item 8:


APEC member economies undertake:


to refrain from introducing any new laws or regulations that would have the effect of limiting competition in auxiliary maritime activities


to develop a timetable for the elimination of any laws or regulations that have such an effect


to strive actively to reduce and ultimately eliminate restrictions on competition in land-based activities that arise from agreements, limitations, or bans implemented by private sector participants, including both companies and unions.


























Policy Item 7:


APEC member economies:


Aagree formally that all port charges and terms of access to ports should not discriminate between vessels on the basis of nationality 


Rremove immediately any remaining prices or terms of access which do not conform to this agreement and


Ddevelop and progressively implement a set of common principles for the pricing of port services.





























Policy Item 6:


APEC member economies undertake to remove the restrictions preventing vessels engaged in international trades from carrying feeder cargo on coastal routes and/or international carriers from operating specialist feeder vessels in domestic trades.


























Policy Item 5:


APEC member economies undertake:


to refrain from introducing any new laws or regulations that would have the effect of limiting competition in the carriage of goods between two economies to the shipping lines of those two economies 


to develop a timetable for the elimination of any laws or regulations that have such an effect


to strive actively to reduce and ultimately eliminate restrictions of the carriage of goods between two economies that arise from agreements, limitations, or bans implemented by private sector participants, including both companies and unions.





Policy Item 4:


APEC member economies undertake:


To refrain from the introduction of any new cargo preference measures


To develop a timetable for the removal of any general residual measures of cargo preference, whether unilateral, bilateral or multilateral, that still exist


to develop a timetable for the elimination of cargo  preference for the carriage of Government and related cargoes.


























Policy Item 3:


APEC member economies undertake:


To ensure that any international shipping operations retained under Government ownership are corporatised and operated in accordance with commercial principles


To refrain from providing preferential access to routes, cargoes or contracts to Government-owned lines, and to adopt a timetable for the removal of such preferences where they currently exist


To assess the benefits of privatising any shipping lines currently owned by Government


To foster competition in all shipping markets





Policy Item 2:


APEC member economies develop a set of agreed guidelines for the regulation of liner shipping markets.





























Policy Item 1:


APEC consider adopting a general framework for the development of future maritime policy.  This framework would incorporate the following six guidelines:


That the special character of shipping as an international activity  creates a need for the coordination and harmonisation of shipping polices


That free and fair competition is the most effective means of ensuring the provision of the adequate and economic maritime services required by international trade


That there is a need to maintain an equitable balance of interest between shipper and shipowners, bearing in mind the long term interest of consumers;


That there should be no discrimination between the citizens and businesses of APEC economies in access to cargoes or port facilities, or in access to investment or business opportunities in maritime auxiliary and intermodal services


That particular economies may need to provide some measure of support to their national shipping industries, either for national security reasons or in order to build a national maritime capability


That any such support should be delivered by mechanisms that minimise any adverse consequence for the efficiency and flexibility of international maritime transport.



























































� It may be desirable to make an exception to this where a particularly innovative and productive policy direction is identified.


� APEC, The Osaka Action Agenda: Implementation of the Bogor Declaration.


� OECD, Recommendation of the Council concerning Common Principles of Shipping Policy for Member Countries, C(2000)124/FINAL, 8 January 2001.
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