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I.  Background Information
Participating Economies

1.
The Maritime Initiative held its thirteenth meeting on Monday the 16th and Tuesday the 17th of August, during the TPT-WG 24. The meeting was attended by 15 economies including Australia, Brunei Darussalam, Canada, China, Indonesia, Japan, Korea, Mexico, New Zealand, Philippines, Russia, Singapore, Thailand, Chinese Taipei, and the United States of America.
2.      Mr. Shuji Takahara of Japan, serving as the chair, opened the meeting and welcomed all participants and thanked them for their attendance.

II.  Explanation of the result of the 4th Ministerial Meeting
3.      Regarding to maritime related topics at the 4th Ministerial Meeting on 26th – 29th July in Bali, Indonesia, Mr. Pitak Silpaprasit, the representative from the Port Authority of Thailand made a presentation on which Mr. Surajit Phetyim, Deputy Director General of the Port Authority of Thailand, had made at the Minister-Industry symposium during the session. MI members were encouraged to proceed towards further liberalization on the maritime transport services.

III. TILF Special Account Project “Facilitation of International Shipping Project”

4.      The Chairman indicated that this project was supervised by Australia and consists of 3 volumes of report. Of the three volumes of report Volume 1 “Impact of Maritime Policy Reform” and Volume 2 “Case studies” were finalized intersessionally prior to the 20th TPT-WG, however, Volume 3 “Policy Alternatives towards International Shipping Liberalization” is still in a position of a working paper. In order to progress its discussion, MI adopted the working schedule in the 11th MI.
5.     The Chairman invited discussion on Case Studies pursuant to Volume 2, and in this regard, Thailand provided a summary of its laws and programs of interest to MI members as follows:

6.     At present, the Port Authority of Thailand (PAT) is responsible for two main international ports of the country, i.e., Bangkok Port and Laem Chabang Port, and also 3 regional ports. With regard to port privatization, the final model for privatization has not been agreed yet. PAT is now engaging a consulting firm to conduct a feasibility study on the establishment of subsidiaries aimed at rationalizing business-related operations, increasing revenues as well as identifying alternatives to relieve pension burden of PAT.
7.     The identified four subsidiaries consist of Regional Port Company, Dredging Pilotage and Towage Company, Assets and Properties Management Company and Logistics Service Providing Company. Each subsidiary will be responsible for a specialized business function that will further increase revenue and enhance overall business capacity of the PAT.
8.     It is expected that the study could be accomplished by 2004 and will then be submitted to the Cabinet for approval. PAT has a policy to increase the participation of private sector to take part in the port activities, for instance, all terminals in Basin I and II at Laem Chabang Port are operated by private terminal operators, and this will be done in the same way in Basin III.
9.     The cargo preference measure is clearly indicated in the Mercantile Marine Promotion Act, B.E.2521 which requires that imported government cargoes are to be carried by Thai vessels if they are available in designated trade routes. Its current objective is mainly to ensure national and economic security and public well-being, particularly in transporting strategic goods. Some government cargoes can be allowed to be carried on Non-Thai vessels on a case by case basis. After the tragic incident of 9/11 in the U.S, it is still necessary to retain this measure, at least until there is a clear proof that the terrorist attacks fade away.
10.     The Thai Maritime Navigation Company (TMN), which is the only government owned national flag carrier, is now under a new privatization scheme which requires a restructuring plan to improve its capabilities and its competitiveness in the first place. The company will be gradually privatized as its capabilities improve to a satisfactory level and its competitiveness is regained.

11.     Like other developing countries, Thailand has introduced support measures with a view to building the maritime capability of its commercial fleet. Those measures are primarily intended to relieve cost burden of Thai maritime transport operators. Nevertheless, the Thai commercial fleet is still not competitive comparing to those of developed countries as the measures can only relieve a very small part of the operators’ total costs.
12.     Finally, the future directions for Thailand’s maritime transport development were highlighted. In the competitive environment, there is an urgent need to strengthen the national maritime capability as well as the capability of seafarers. It is also aimed to develop and upgrade efficient transport logistics, multimodal transport and maritime-related industries. By doing so, private participation and involvement are invited as a means to stimulate efficiency and high performance. After regaining the country’s competitiveness, Thailand will manage to meet her commitments under GATS/WTO and AFAS. More emphasis will be placed on maritime security while maintaining transport and trade facilitation. 

13.     The Chairman thanked Thailand for its presentation and for responding several question raised by MI members. He then turned to on-going work on Volume 3, specifically Policy Items 1-10.    

14.     The Chairman recalled that MI members considered and adopted at previous meeting in Beijing the Policy Items: 3,5,8,9, and to remove Policy Item 6. The MI members also had agreed to adopt the proposal to introduce a preamble to make it clear that proposed Common Principles to Shipping Policy, should be consistent with existing multilateral obligations and any modifications adopted in the future to these obligations. However, Policy Items: 2,4,7 and 10 were left for consideration at this meeting and following full debate the MI members adopted these items with certain amendments. In addition the MI adopted the preamble as set out in the annex and with that the MI completed its work on the key recommendations arising from Volume 3.

15.     As a result the MI agreed to undertake further work and Policy Item 2 to develop guidelines relating to liner shipping on the basis of the proposal submitted by Canada. Canadian delegation agreed to coordinate the formulation of the Terms of Reference and invited other members of MI to assist in this task by sending their views, intersessionally, to the Canadian delegation and the chairman. The MI expects to finalize the Terms of Reference for this project at its next session.

16.     MI members also discussed the studies on “harmonization of liner shipping” and “support and promotional measures”. These further studies were suggested in Volume 3 in order to facilitate the discussion of Policy Item 2 and 10. The MI members agreed that the first study will be dealt with as part of future work on Policy Item 2. As regards the second study the MI members agreed not to pursue it at this time in the absence of any specific proposals to advance it.    

17.     The MI members noted that further work may be required on other Policy Items, in particular items 8 and 9, to clarify the intent beyond specific principles. The MI will discuss these issues at the next meeting.  

18.     Thailand expressed their concern on the last bullet of Policy Item 9 and informed the members that a port was regarded as the gateway to the country which might affect national and economic security. In operating a port, one must be a Thai company and seek permission from the Ministry of Transport. Likewise, for the allocation of development rights for a port, it is stipulated in a Thai law relating to port business that the applying company must be either a Thai company with at least 51% of Thai equity or a foreign company with a joint venture with Thai company(ies). In this regard, Thailand would like propose a modification by adding “unless it is intended for national security reasons” to the end of the statement of the last bullet under Policy Item 9. This concern has been addressed in the preamble as set out in the annex.

IV.  WTO negotiations on Maritime Transport
19.     Japan explained the current situation of the negotiations on Maritime Transport Services (MTS) in the WTO as follows. 

20.     As of July 31 2004, 46 members submitted their Initial Offer, of these 46, at least 24 offered commitments in MTS. At the last Special Session of the CTS in June 2004, the chair reported that, as a result of bilateral consultations with members who had not tabled an initial offer yet, several members had expressed their willingness to submit initial offers by the end of July, and some others had pointed out problems in drafting offers, such as lack of capability, or difficulty in domestic coordination among stakeholders.
21.     Since the unsatisfactory result of the 5th Ministerial Conference held in Cancun, agreement of framework of the negotiation had been expected sooner, in order to encourage overall negotiations. The General Council held in Geneva from 27th - 31st July, agreed to adopt a framework of negotiation field. With regard to the service sector including maritime transport, the Council agreed as follows.

 The 6th Ministerial Conference will be held in December 2005 in Hong Kong 

 Revised offers should be tabled by May 2005

 Adoption of recommendations agreed by the Special Session of CTS on 2nd July

22.    As for the service negotiation, the Special Session will be held in both September and November in this year. Japan also urged active participation of Members, who did not submit yet Initial Offers on the MTS.
23.    MI members pointed out that, at present, there are two references on the classification of MTS i.e. CPC (Central Product Classification) and “Model Schedule”, and that the former is the official references of WTO but it is not always relevant to the reality in business practices, while the latter is more relevant but the number of sub-sectors are limited. Therefore, it was proposed that the MI should explore the possibility of developing the definitions of more activities in the same manner as those in the “Model Schedule”.    

24.     In response to this proposal, Japan explained that the topics currently under debate by the Maritime Friends would include consideration of convening ad hoc Seminar on Liberalization of Maritime and Related Services within the scope of WTO. The following suggestions and remarks were considered by the MI Member Economies;

 The basic instrument of the Seminar should be the matrix table as already prepared by Japan.   

 The Seminar should be designed in a non-prejudice basis as to the potential conclusions (i.e. to favor or not to favor further liberalization).

 The contents of the Seminar should accomplished the following two objectives; 

- To elaborate on the “pros and cons” of the “further multilateral liberalization”  

- To elaborate on the potential approaches towards said liberalization

25.    The Chair called for more comments on this topic intersessionally and stated that Japan would collect the MI’s comments and proposal to convey to the next Maritime Friends meeting in Geneva. 

V.  Consideration on the recommendation from the other project group       

    (FAL FORM USAGE)

26.    The Chair introduced this item as follows.

In the Steering Committee of “More Competitive Transportation Industry” in the 21st Transport Working Group, “Efficiency in the Facilitation of International Seaborne Trade Project” was reported and approved. In this connection, the Steering Committee recommended MI to address “consideration of recommendations concerning Adoption of FAL Form Usage”, in accordance with this report. He also pointed out that most MI members have ratified the IMO FAL Convention and further guidance from the Steering Committee is needed before the MI initiates any work on this item.

VI.  Cooperation on Technical Issues

27.     Following a full change of views among MI members, the Chairman noted that no proposal or request for technical cooperation has been submitted and therefore invited all members to review their needs and advise the MI group at the next meeting accordingly.

VII.  Presentation by the Thai Shipowners’ Association
28.     Mr. Kovit Kuvananda, Advisor of the Thai Shipowners’ Association (TSA), gave its perspective on the Maritime Situation in Thailand. The MI members much appreciated the presentation of the TSA.
.

VIII.  Recommendations
 The MI recommends the Steering Committee note the progress of the group, in particular:

 The MI completed its work on “Facilitation of International Shipping” and key recommendations arising from Volume 3 of that Report. Specifically the MI adopted all Policy Items 1-9 including a Preamble as set out in the annex.

 The MI intends to pursue further work, intersessionally, and at its next meeting on Policy Item 2 (Liner Shipping).

 The request of the MI for further guidance on item V above.

ANNEX 1

Preamble

 APEC member economies

 Recognizing the need to foster competition in shipping markets and,

 Recalling their objectives to foster harmonization of shipping policies in the APEC region;

have adopted the following set of common shipping policy principles to encourage free and competitive access to international liner shipping markets, maritime auxiliary and intermodal services.

These principles are not intended to modify or impact on any existing bilateral or multilateral agreements and treaties. In addition, these principles are subject to any national law or regulation on maritime security that take precedence over the application of these principles.   

Policy Item 1: Framework for Common Principles to Shipping Policy

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.

Policy Item 2: Liner Shipping

 APEC member economies develop a set of guidelines relating to liner shipping.

Policy Item 3: Government Ownership of Shipping

APEC member economies undertake:

 To ensure that any international shipping operations retained under Government ownership are commercialized 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.

Policy Item 4: Cargo Preference
APEC member economies undertake:

 To endeavour to refrain from the introduction of any new cargo preference measures in the commercial market.

 To develop a timetable for the removal of any general existing cargo preference measures in the commercial market.

Policy Item 5: Restrictions Applying to Specific Trades

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 6 : Access to Port Facilities

APEC member economies:

 Agree formally that all port charges and terms of access to ports should not discriminate between vessels on the basis of nationality.
 Remove immediately any remaining prices or terms of access which do not conform to these principles.

Policy Item 7 : Land-Based Ancillary Services

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 8 : Port Management

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.

Policy Item 9 : Subsidies to National Flag Vessels

APEC member economies undertake:

 To promote 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.

2

