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APEC PROJECT PROPOSAL

Facesheet

	Name of Committee/Working Group: Transportation Working Group: Maritime Experts Group

	Title of Project:  Facilitation of International Shipping Project – 

                            Competition Policy Related to Liner Shipping

	Proposing APEC Economy:   Canada

	Co-sponsoring APEC Economies:  New Zealand, 2nd co-sponsor to be determined.

	Project number:
	

	(Tick ( one)
[X]   Project seeking APEC funding   [     ] Progress Report [     ]   Evaluation Report

	(Tick ( one if applicable)  [   ]  Operational Account [X]  TILF Special Account [   ] APEC Support Fund

(Tick (  if applicable)        [   ]    QAF attached        [X]  QAF not applicable             [   ]    QAF attached

	Financial Information
	Total cost of proposal  (US$):  $ 130,000
	Amount being sought from APEC funding (US$):   $ 130,000


	Type of Project:  [  ] seminar/symposium    [  ]  short-term training course    [X]  survey or analysis and research  [ ]  database/website        [  ]   others  (Please specify)

	Project start date:  October 1, 2007
	Project end date: November 30, 2008

	Brief Description of Project -- its purpose and the principal activities (including when and where): 

The purpose of this study is to develop guidelines for APEC member economies to address the anti-competitive aspects of non-ratemaking agreements among Liner Shipping companies. The principal activity is a consultant study that would identify and categorize the various kinds of non-ratemaking agreements that currently exist on APEC trade routes and assess their importance to APEC trade and the pros and cons to carriers, shippers and other stakeholders.  It will then assess the anti-competitive aspects of such agreements and propose guidelines to deal with them.

	Project Overseer: Name, Title and Organization: 

                 Doug O’Keefe, Chief, International Marine Policy, Transport Canada
                Jerry Rysanek, Director International Marine Policy Transport Canada

	Postal address:

330 Sparks Street, 

Place de Ville, Tower “C”, 25th Floor

Ottawa, Ontario K1A 0N5 

Canada
	Tel: (613) 991-6526

Fax: (613) 998-1845

Email: okeefed@tc.gc.ca & rysanej@tc.gc.ca    

	Signature of Project Overseer:

(Separate written confirmation acceptable for email submission)         Date:

	Signature of Committee Chair/WG Lead Shepherd:
(Not applicable to Progress Report and Evaluation Report)

(Separate written confirmation acceptable for email submission)
     Date:


Details of the Project Proposal
A.
Project Design

Project Objectives

1. Describe briefly how this project directly responds to the priorities set by APEC Leaders and Ministers and/ or the vision of the host economy. Please make reference to the relevant parts of APEC documents. 

The main objective of this proposal is to lay the foundation for the development of guidelines for APEC member economies to address the anti-competitive aspects of non-ratemaking agreements among liner shipping companies. Non-ratemaking agreements in liner shipping include various arrangements for revenue, operational and resource/capacity sharing (containerships, terminals marketing and customer services) that could have efficiency benefits by maximizing resource utilization and could expand trade by extending the global reach of the maritime transport. Such agreements may also have negative aspects if they restrain the growth of liner shipping capacity and in turn raise costs. The proposed guidelines would foster competition among liner shipping companies operating in the APEC region by adopting a common policy among APEC member economies that would promote the positive aspects of non-rate making agreements and, at the same time, regulate anti-competitive behaviour of liner shipping to the benefit of shippers and consumers in the APEC region.

Response to APEC Leaders and Ministers priorities:

This project has strong linkages to the goal of free and open trade and investment in the Asia-Pacific adopted within the November 1994 APEC Economic Leaders Bogor Declaration and the principles set out in the Osaka Action Agenda for achieving that goal. The project also responds to the 1996 Manila Declaration’s Six Themes of greater market access in goods; enhanced market access in services; an open investment regime; reduced business costs; an open and efficient infrastructure sector; and strengthened economic and technical cooperation. Specifically, the proposed guidelines would support the expansion of market access in goods and services and reduce business costs relating to the transport of finished products by fostering competition. The guidelines would also encourage the operational efficiency aspects of non-ratemaking agreements in liner shipping which will also contribute to the lowering of business costs, better utilization of port infrastructure and economic cooperation, especially for developing economies, through the harmonization of liner shipping policy.

These principles were reiterated by the APEC Economic Leaders in their Busan Declaration of November 2005, and their Santiago Declaration in 2004, particularly with respect to trade facilitation, where the Leaders agreed to continue their work to reduce business transaction costs by cutting red tape, embracing automation, harmonizing standards and eliminating unnecessary barriers to trade.

The project also reflects the priorities stated by the Transportation Ministers at their third meeting in Lima, Peru in 2002, for member economies: 

· to eliminate barriers to a more competitive transportation-operating environment across all modes; 

· to promote economic and technical cooperation especially for developing economies to assist them in achieving the Bogor Goals. 

At their 4th meeting in Bali, Indonesia, the Transportation Ministers reiterated among their priorities for the future were the implementation of the Bogor Goals on free and open trade and investment and harnessing best practices, such as those that would be included in the proposed guidelines, to facilitate trade.

2. Describe the key objectives of the project – usually no more than three
The project’s objective is to conduct a study on Liner Shipping that would, in general terms:   

a) identify all types of non rate-making agreements, both commercial and operational, that currently exist in APEC trade routes;

b) analyze the agreements to establish the pro and cons of each type of agreement from the carriers’ and shippers’ viewpoints;

c) determine if there are anti-competitive aspects to each type of agreement, and if so, should that type of agreement be allowed by APEC Member Economies; and

d) develop a coordinated set of guidelines to deal with anti-competitive agreements that will be allowed, (different types of agreements may require a different set of guidelines).

3. Assessment. With reference to each objective in paragraph 2), provide the current status and expected end-of-project target, so that the success of the project can be measured over the short and medium term. The targets should be quantitative but if this is not possible then a precise description of the change aimed at should be given.Where appropriate, sex-disaggregated data should be used for assessment in order to detect any differential impact of the project on men and women.
Current Status:

A number of the advanced economies have legislation that deals with the anti-competitive aspects of liner shipping conferences (i.e., ratemaking agreements) and there has be a continuing erosion of the influence of these shipping conferences in major markets. However, few, if any, member economies have legislation addressing the possible anti-competitive aspects of non-ratemaking agreements. 

An OECD-Maritime Transport Committee study on Competition Policy in Liner Shipping (DSTI/DOT(2002)2) concluded with regard to non-ratemaking agreements that “Carriers should be able to pursue operational and/or capacity agreements with other carriers as long as these do not confer undue market power to the parties involved.” Such agreements are likely to dominate the industry in the future as liner shipping conferences continue to decline. However, there have been few if any studies of these agreements and their anti-competitive aspects and little in the way of international legislation to regulate such agreements.  
Expected End-of-project Target:

The consultant study will deliver a preliminary set of guidelines for addressing the anti-competitive aspects of the non-ratemaking agreements in liner shipping. The Maritime Experts Group would develop from these preliminary guidelines a common policy approach that would best reflect the concerns of the APEC member economies. The expected end-of-project target would be a common policy and set of guidelines for liner shipping for APEC member economies.

4. Explain who the intended beneficiaries of this project are.

The main beneficiary groups of this project will be governments and maritime policy administrators; shipowners, particularly liner shipping companies; port agencies and enterprises; importers and exporters (i.e. shippers) in APEC Economies.

5. Describe precisely the expected project outputs. Describe how these outputs will benefit the targeted beneficiaries.

The common policy and set of guidelines for liner shipping for APEC member economies would benefit:

· governments and maritime policy administrators by providing the required policy research and the policy framework upon which to develop or amend shipping legislation;  
· shipowners, particularly liner shipping companies by promoting harmonized shipping policy among APEC economies which would reduce compliance costs and recognize the efficiency benefits of certain commercial and operational arrangements that would be accepted in APEC economies;

· port agencies and enterprises by promoting shipping policy that recognize those operational arrangements that maximize the utilization of port facility capacity; 

· importers and exporters (i.e. shippers) by promoting shipping policy that recognizes the competitive aspects of non-ratemaking agreements in liner shipping and minimizes the non-competitive aspects. 
· APEC Economies as harmonization of liner shipping policy in accordance with a set of agreed principles would minimize the possibility of disagreement between APEC member economies and result in lower shipping costs across the region.

6. For applications under the TILF Special Account: Describe briefly how this project will contribute to the APEC Trade and Investment Liberalization and Facilitation (e.g. relevance to specific parts of the Osaka Action Agenda).

This project is a follow-up to the “Facilitation of International Shipping Project” which proposed a set of policy items that would lead to the development of a Common APEC approach to shipping policy including Policy item 2 that: “APEC member economies develop a set of agreed guidelines for the regulation of liner shipping markets.” This project responds to the general principles of Comprehensiveness, Transparency, Flexibility, Cooperation as described in the Osaka Action Agenda in much the same way as the overall Facilitation of International Shipping Project does. The objectives and purpose of this project are embraced in the Osaka Action Agenda under Part Two, Section B, “Economic and Technical Cooperation in Specific Areas” Section 6 entitled “Transportation Common Policy Concepts” and in the associated Action Program for Transportation. 

With 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 specific Common Policy priorities appropriate to this project include: 

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

· 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.”

Linkages

7. Which other APEC fora have been consulted about this project and what were the results?

The APEC TPT-WG Expert Group on Land Transportation and the Intermodal Experts Group will be consulted on the project’s methodology and any findings that might have an impact on the sea-land interface including inland intermodal transportation. 

8. Active Participation Describe how the intended beneficiaries among APEC stakeholders – APEC fora, governments, private sector and civil society, men/women- will participate in the planning, implementation and evaluation of the project.  

Industry views were sought during the development of the project proposal for the “Facilitation of International Shipping Project”. As this follow up proposal seeks to study the operational and capacity agreements that form an integral part of the liner shipping industry’s service structure in the APEC region, it is essential that the consultant liaise with liner shipping operators to determine the frequency and nature of these agreements. It is also important that the consultant liaise with the government agencies of APEC economies responsible for maritime transport and competition policy to determine the impacts of such agreements on the member economies and seek their views on the practicality of possible regulatory practices.

9. Project influence Describe how this project might contribute to any current or completed projects or activities in APEC or elsewhere. Why is APEC the most appropriate institution to fund the project?

As previously stated this project is a follow-up to the “Facilitation of International Shipping Project” and specifically addresses Policy item 2 that: “APEC member economies develop a set of agreed guidelines for the regulation of liner shipping markets.” The project is intended to deliver concrete guidelines that would build on the common policy objectives of the previous project and lead the way toward the implementation of this policy.
Methodology

10. Describe the project’s methodology. Break down the project implementation into discrete functional steps over time with the associated outputs clearly specified. Identify the principal risks involved in each step if any, and explain how they will be managed. Risks may include major delays and failures, expected cooperation not materializing, etc.
The work to be undertaken under this study will consist of three major stages:

Stage 1:  Information gathering

During this stage the consultant will (a) gather information on non-rate making agreements that exist within the APEC region (b) develop a meaningful taxonomy of the type of agreements that exist and (c) make an indicative assessment of the prevalence of each type of agreement.  The consultant would also assemble information on how each type of agreement is treated (if at all) in the legislation and regulation in an agreed cross-section of APEC economies.

Stage 2:  Evaluation

During this stage, the consultant will make an assessment of the present and likely future significance of each type of agreement for (a) competition in the liner shipping industry, including the ease of entry into the industry or into specific trade routes (b) the economic efficiency of the liner shipping operations (c) the availability and adequacy of liner shipping services and (d) the stability of liner shipping freight rates.

As far as reasonably possible, the assessment could draw on both theoretical considerations and empirical evidence.   The analysis should include an assessment of the likely distribution of cost and benefits between carriers, shippers and other stakeholders.

Stage 3:  Policy recommendations  

On the basis of the assessment undertaken in Stage 2, develop general guidelines on the extent if any of desirable regulatory control of such activities.  If current policies identified in Stage 1 diverge significantly from these guidelines, make recommendations on a staged approach for harmonization of regulatory practice that reflects the diverse circumstances of APEC economies.

As Stages 2 and 3 of this methodology are clearly dependent on the successful completion of Stage 1, the project will proceed in two phases. The first phase will consist of the information gathering stage above while phase two will consist of evaluation and policy recommendations.

11. Which APEC member economies will participate in each component of this project and what contributions are they expected to make?  

The project sponsor (Canada) in consultation with the co-sponsors (China, New Zealand) will develop detail terms of reference for the consultant study and provide oversight of the project as it proceeds. The consultant will liaise with all APEC member economies that indicate their interest in the formulation of the policy foundations for the proposed guidelines.

Dissemination of Project Output

12. Please include a plan for the publication and dissemination of the results of the project, including:

a.  
the nature of the target audience: Maritime policy administrators within APEC, Maritime policy divisions of UNCTAD, ESCAP, EU, Shipping lines.

b.  
the form and content: Two reports will be produced – one report on the background research and one report containing the evaluation and guidelines.

c.  
format (e.g. hard copies, floppy discs, internet uploading): The reports will be printed, available on the TPT-WG website and on CD as requested.

d.  
number of copies for the publication:  A hard copy and CD of the final reports will be circulated to the Heads of Transportation Working Groups Delegations.

e.
a publicity plan for:

i) briefing the general or specialist media about key components of the project:

Dissemination of the reports on the TPT-WG web site will ensure maximum accessibility. Member economies will be expected to respond to media enquires as necessary. 

ii) the promotion of sales or other dissemination of the final product:

Following publication of the reports, TPT-WG members will be encouraged to communicate the results of the project as a part of existing shipping, trade and policy conferences and benefit from associated media coverage. 

f.
  a budget for publication and dissemination, to form part of the itemized budget.

Gender Concerns

13. Many projects have the potential to affect men and women differently because of their different roles and positions in many societies.  What steps does this project take to ensure that it benefits both groups and in particular does not disadvantage women?  (Common responses include: using gender analysis to design project methodologies and inputs (e.g. surveys); including women in the planning, management, allocation of resources and implementation of a project; taking steps to ensure equitable participation by men and women; making special efforts to disseminate project results to women; and using sex-disaggregated data for project assessment.) 

The consultant hired for this project will be expected to demonstrate that it is an equal opportunity employer with regard to hiring practices relating to gender. 

14. Show how the objectives of the project provide benefits for women.  APEC Ministers have indicated (Framework for the Integration of Women in APEC) that benefits might include: increasing the involvement of women in the economy and economic institutions; integrating women into the global economy; strengthening small and medium sized enterprises; and reducing gender inequalities, including through education and training. 

The objectives of the project provide indirect benefits for women by strengthening the growth in the member economies. Women will also be able to participate equitably in the development and implementation of the project as part of the consulting team. 

Budget

15. Please attach an itemized budget for the project in the format at Annex A1.  Where appropriate, provide details of the project’s budget that are allocated to activities that address the specific needs of women. The budget should illustrate the assumptions adopted (e.g. unit costs) for the computations. Remember to include all self-funding and to consult the list of eligible expenses in the Guidebook to APEC Projects. Advice on budget formulation, including acceptable unit costs, can be sought from the APEC Secretariat. 
Please see Annex A1.
16. A timetable for the drawdown of APEC funding requested for the project, including details of any advance payment or instalment payment requested and justifications for such requests.

	Drawdown of APEC Funds
	Timetable
	Payment (US$)

	Stage 1:  Information gathering
	March 31, 2008
	US$68,250

	Stage 2:  Evaluation
	July 31, 2008
	US$30,625

	Stage 3: Policy recommendations 
	November 30, 2008
	US$30,625


Annex A1

APEC Project

Itemized Budget for Financial Year 2007-08*
This project is:

(
a seminar, symposium or short-term training course

X
a survey or analysis and research project

(
neither the above but involves the provision of equipment

	Items
	No. of Units
	Unit Rate
	Phase I APEC Funding (USD)
	Phase II APEC     Funding (USD) Contingent on Phase I 
	Phase III

Self Financing (USD

	Direct Labor
	
	
	
	
	

	Speaker’s Honorarium (government officials ineligible)
	(no. of speakers)
	
	
	
	

	- Translator’s Fees
	(no. of pages)
	
	
	
	

	- Short-term clerical and secretarial staff remuneration
	(no. of hours)
	
	
	
	

	- Consultant (including Researcher) Fees
	875 hours


	US$80.00
	US$28,000
	US$42,000
	

	- Consultant’s Secretary Cost
	500 hours
	US$20.00
	US$4,000
	US$8,000
	

	Travel (Speakers/Experts/ Researchers)
	
	
	
	
	

	- Per Diem (incl. accommodation and “additional payment”)
	Two people

sixteen days
	
	US$20,000
	US$5,000
	

	- Airfare
	Two people two trips
	
	US$15,000
	US$5,000
	

	Travel (Active participants/ participants/trainees)

(only from travel-eligible economies)
	
	
	
	
	

	- Per Diem (incl. accommodation and “additional payment”) (active participants)
	(no. of persons and days)
	
	
	
	

	- Airfare (restricted economy class)
	(no. of persons and trips)
	
	
	
	

	Other items
	
	
	
	
	

	Publication of report (including distribution)
	50 copies
	US$25.00
	US$1,250
	US$1,250
	

	Equipment / Materials (describe briefly what is required and why)
	(no. and type of equipment)
	
	
	
	

	Photocopying
	(no. of copies)
	Included in consultants fees
	
	
	

	Communications (Phone/ Fax/ Mail/ Courier)
	
	Included in consultants fees
	
	
	

	Hosting (pl. briefly describe, e.g., conference room rental, stationery)


	(units as appropriate)

(no. of days for rental)
	
	
	
	

	Total
	
	
	US$68,250
	US$61,250
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