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The Economy Status Report for the APEC region forms the second phase of the Roadmap for the transport sector setting out to describe the necessary work to achieve the Bogor Goals of trade liberalization. The first phase, the Industry Status Report, was completed and submitted to the TPT-WG 27 in May 2006. 

Background

At the 4th APEC Transportation Ministerial meeting held in Bali 2004, Ministers tasked the APEC Transportation Working Group (TPT-WG) with developing a roadmap consistent with APEC principles, to be reported to Ministers six months before (our) next meeting, describing the remaining work required for reaching the Bogor Goals of trade liberalization and facilitation as well as economic and technical assistance in all modes of transportation.

A Taskforce comprising Australia, Singapore and Brunei Darussalam was established to develop the Roadmap on behalf of TPT-WG.  The Transportation Working Group agreed that the analysis should consist of a three stage process:

I. Industry Report;

II. Report of Economies;

III. Set of recommendations for future directions.

This report is the product of Stage II of this process, which was meant to identify progress towards and remaining barriers to the Bogor Goals from economies’ perspective. The report is based on economies’ responses to surveys circulated to the twenty-one APEC economies. (The survey is attached in Annex A.)

Executive Summary

In the economy survey, economies were asked to identify the progress towards the Bogor Goals and the remaining barriers to trade and other emerging trends that might either help or hinder work towards trade liberalization. 

The responses received indicated that that there has been gradual liberalization of the transport sectors in and among APEC member economies. Common liberalization measures adopted by member economies include liberalization of air services, relaxation of regulatory regimes, corporatization/privatization of previously state-owned infrastructure like ports and container terminals, and relaxation of ownership rules on transport-related companies and infrastructure. There has also been progress in the harmonization of standards and the development of safety and security regulations among economies.

Key trends in transportation identified by economies include the rapid growth in international traffic, upsizing of vessels for maritime and air transport, and increased use of technology to facilitate efficient, safe and secure transport. The September 11 attack and subsequent terrorist attacks which have targeted public transportations have also given rise to a greater focus on transportation security. Other key trends identified include increasing concerns on environmental sustainability and the consolidation of service providers. These trends will provide opportunity for further growth and development while also requiring ingenuity and close cooperation between governments and industry in meeting the challenges and ensuring a balance between regulation and trade facilitation. Another key emerging trend is the shortage of skilled labor. This trend is seen across all transport sectors, and is particularly apparent in the maritime sector. With the expansion of aviation and maritime fleet size, the effect of this shortage of skilled manpower will be exacerbated in the future 

Progress of liberalization measures in transport sector

Maritime Sector

In the maritime sector, some progress has been made towards the Bogor goals. Several economies have privatized their national shipping lines and other maritime infrastructure and services. In Australia, the national shipping line, Australian National Line, has been privatized, and some ports in other APEC economies have also been corporatised or privatized.
 In Brunei Darussalam, a more liberal maritime policy has increased the number of new shipping services operating to Muara port, and the privatization of the Muara Container Terminal has increased productivity and efficiency in container handling. Canada’s ports are also largely controlled by private entities and do not discriminate in allowing access to international cargoes or port facilities or in access to investment or business opportunities in maritime auxiliary and intermodal services. In Singapore, port services such as tug services, bunkering and ship chandlering have also been further liberalized. 

Economies have taken steps to relax their regulatory regimes and eliminate restrictions in the maritime services. Chinese Taipei, for example, has allowed foreign shipping operators to establish branches in Chinese Taipei, and has relaxed foreign capital requirements for shipping agencies and ocean freight forwarders. In Japan, rules on nationality requirements with regards to Japanese flag ships have been relaxed. Furthermore, Japan has abolished her supply-demand adjustments restrictions with the corresponding licensing system changed to a permission system. In Singapore, which already has no restrictions on foreign participation for the provision of port services, has also committed to removing limitations on foreign access and participation in international freight transportation, maritime/shipping agency services and shipping brokerage services under the World Trade Organization (WTO) General Agreement on Trade in Services (GATS). Canada too has implemented changes to its Shipping Conferences Exemption Act, 1987 to encourage competition by enhancing the freedom of individual conference lines and shippers to enter into confidential service contracts.

Aviation Sector

In the aviation sector, progress has been made in the liberalization of air services with the establishment of the Multilateral Agreement on the Liberalization of International Air Transport (MALIAT), whose members includes APEC member economies Singapore, Brunei Darussalam, the United States of America, New Zealand and Chile.
 Economies such as Singapore and Brunei have continued to adopt a liberal aviation policy. Bilateral air agreements between APEC economies are contributing to a gradual improvement in air links and increased air traffic within the region. Australia highlighted that her open skies agreement with New Zealand has sparked strong growth in air traffic between the two economies, while Canada has also concluded bilateral air services arrangements with several APEC economies, like Australia, China, Singapore and the United States. Progress has also been made in the de-regulation of domestic aviation industry. Australia reported the removal of restrictions of entry to domestic trunk routes by domestic airlines (though cabotage rules remained in place), while Japan has abolished its supply-demand adjustment restrictions in the aviation sector.  

Land Transport Sector

Progress in the liberalization in the land transportation sector has been observed in the areas of road transport and rail services. Privatization of domestic land transportation concerns is continuing. In Australia, the rail industry has shifted from being almost exclusively operated by government-owned organizations to one which consisted mostly of privately owned companies. 

De-regulation of the domestic land transportation sector is also continuing apace. Japan has abolished the supply-demand adjustment restrictions to promote competitive market in the passenger bus and taxi sectors. In the rail sector of Japan, supply-demand adjustments restrictions have also been changed from a license system to a permission system. In addition, APEC economies have gradually begun to allow foreign competition into their domestic land transport industry. For instance, Australia has permitted entry of foreign suppliers to the interstate road freight, bus, coach and car rental services sectors. Chinese Taipei also opened her passenger car rental and trucking services sectors to foreign investments.  In Singapore, the vehicle inspection industry has been opened to foreign operations. Singapore’s taxi services sector has also been liberalized with the introduction of a new Taxi Operator License framework. 

Progress of Harmonization of Standards in Transport Sector

The lack of harmonized standards being a key impediment to trade in vehicles/transportation of goods across land borders, progress towards harmonizing vehicle standards can be considered as one of the measures of progress towards the liberalization of trade among APEC economies. In this respect, Mexico reported strong linkages between her various FTAs to land transport, such as the implementation of the Land Transportation Standards Subcommittee under NAFTA, as well as the exchange of information on land transportation issues under the FTA between Mexico, Venezuela and Colombia. Australia reported her efforts to harmonize and standardize her vehicle standards domestically, as well as contribute to international regimes such as the UN/ECE 1958 Agreement to develop common technical standards for vehicles and mutual recognition of certification approvals. Singapore reported her measures to facilitate greater trade via land transport between neighbors by simplifying requirements for the issuance of permits to foreign-registered vehicles. Malaysia has also introduced a standard on the transportation of dangerous goods based on the UN recommendations in 2000. Canada also actively participates in the coordination and harmonization of international maritime law and policy at bodies such as the International Maritime Organization and the UN Commission on International Trade Law. Currently, the APEC Vehicle Standards Harmonization Group is working towards the 1958 Agreement where economies use the ECE regulations as a starting point for vehicle safety standards. For vehicle-manufacturing economies, there was a push to recognize a set of core safety standards for motorcycles. A decision is expected to be made at the TPT-WG 28 meeting in Vancouver.

Emerging Trends and Potential Implications

Up-sizing 

‘Up-sizing’ was identified by several countries as one of the common trends in the transportation industry. In both the maritime and aviation industries, the size of vessels in service/airplanes has grown considerably. With larger vessels, economies of scale for ship owners will arise leading to more competitive freight costs; and larger planes are expected to provide lower operating costs and alleviate slot restrictions at certain airports. However, these trends constitute challenges for infrastructure to accommodate increasing capacity and maintenance to ports/airports. Singapore states that the growth in size of container ships could result in the change in shipping routes and/or additional requirements for port capacity. Canada also expresses similar concerns. 

In Canada, the trend towards larger container ships means fewer ports will attract direct international services and feeder services to smaller ports will become the norm. This can be expected to result in pressure to liberalize domestic transportation regimes. Some APEC economies are facing the challenge of trying to build the necessary infrastructure in time - China reported that the insufficient infrastructure, such as land and space at airport, could not satisfy market demand and poses a challenge for the government in allocating resources. Japan reported similar difficulties - the pace of development of major metropolitan international airports in Japan has not been sufficient to accommodate the requests from the airlines to increase the number of flights or to start new flights and as a result, may erode the international competitiveness of Japanese airports. 

Increased use of Technology

The increased use of technology in transportation is perhaps one of the key trends in the transportation industry today. In particular, electronically processed information is starting to replace paper-based information management systems.

The effect of applying new technology to facilitating trade is probably most obvious in the air transport sector. The internet has made the pricing of air tickets more transparent, allowing consumers to easily compare price quotes, and thus ensuring that prices remain a key strategic competition tool for airlines. The traveling public can now readily identify with booking air tickets on the internet or checking the delivery date of the package that they are expected to send or receive. This technology has also allowed airlines, most notably low cost carriers (LCCs) to gain a competitive advantage by using direct customer contact to sell their services. The availability of secure purchasing on the internet has provided a number of novel ways by which potential customers can examine their travel options. By cutting out travel agents, LCCs do not have to pay commission and in many cases, an electronic ticket is issued, which means the airline can save on administration charges. The use of the internet to book airline tickets is not confined to LCCs. Legacy carriers and now also some travel agents are making extensive use of the internet. 

Technology has already changed the processes which governments use to administer their transportation policies. For instance, in the area of land transport, Mexico’s Motor Carrier Safety Data exchange enables the electronic exchange of information and searches for information on commercial motor vehicles, commercial motor vehicle drivers, motor carrier operations and authorizations. China, meanwhile, has built a maritime portal to provide economy-wide port related services to all carriers and its agencies. Users can access different port applications via a single window and execute on-line payment, and as a result, reduced significant amount of paperwork for port authorities and carriers. Separately, Japan is moving towards the ‘e-Airport’ initiative which includes ‘e-Check-in’ which is an expedited identification process with the use of biometric technology. 

Technology will also have a significant impact on how safe transportation will be in the future. Japan is developing and promoting ASV (Advanced Safety Vehicle) that features highly intelligent electronic functions to enhance safety levels, as well as working on the implementation of next-generation air navigation systems using new technologies such as aeronautical satellite systems and data link systems.

Technology is also feeding into the drive to enhance the security of trade. Work being done on intelligent transport systems (ITS) and security devices such as Radio Frequency Identification Devices (RFID) tags will allow commercial users of these services to realize productivity gains, even while meeting the security and safety requirements of various governments. 

With technological advances, integrated transport is now an important part of modern business practice and has also resulted in service providers offering services across the modes. 

Increasing Focus on Security

Aviation security has been a major focus of transportation security policy following the terrorist attacks of September 11, 2001. In the aftermath of these attacks, several economies have tightened the security of their aviation sector. The United States, for example, passed the Aviation and Transportation Security Act and created the Transportation Security Administration (TSA), mandating a federalized workforce of security screeners to inspect airline passengers and their baggage.
 Canada has also implemented new initiatives in 2001 to purchase advanced explosives detection systems and related electronic security capabilities, and has deployed airport security inspectors across Canada to strengthen regulatory capacity for responding to security threats.

The July 2005 bombing of trains in London and the bombings of commuter trains and subway trains in Madrid and Moscow in 2004 highlighted the vulnerability of passenger rail systems to terrorist attacks. The passenger volume and number of access points make it impractical to subject all rail passengers to the type of screening airline passengers undergo. Nevertheless, steps such as vulnerability assessments and emergency planning have to be taken to reduce the risks and consequences of an attack.

With terrorists constantly targeting transportation systems (Madrid, London, and now Mumbai), other modes of transport like land (trucks, cars) and sea (ships, sea ports) transport are also not spared from the risk of being targeted. Brunei, for example, has reported attacks on truck drivers engaged in border crossing. As such, APEC economies are increasingly conscious that trade will only be safeguarded if we manage to secure our transportation environment. Many APEC economies have put in place security measures at entry points such as airports, sea ports and border crossings. However, economies voiced concern about balancing security with the importance of maintaining the flow of trade. 

Industry Consolidation

A worldwide trend occurring in the shipping and aviation sectors is the consolidation of service providers. Australia observed that given companies’ focus on cost cutting and rationalization to increase profits; economies of scale were being increasingly sought by many companies. This trend is likely to give rise to the policy challenge of trying to promote effective competition in an environment of increasing consolidation. In the maritime industry, for instance, the consolidation of shipping lines is continuing apace. In Australia, the acquisition of Patrick Corporation by rival transport company Toll Holdings has created a dominating freight and logistics company and Maersk’s takeover of P&O Shipping has formed the largest container operator in the world. In 2002, Air China consolidated with China National Aviation Corporation and China Southwest Airlines and subsequently in 2004 absorbed Zhejiang Airline as well. Brunei noted that in the maritime industry, these consolidated entities were likely to make further demands for port services and charges to be more competitive. 

Increasing Fuel Prices

In the aviation sector, a key trend identified was the continuing rise in fuel prices. Chinese Taipei mentioned that due to the continuing rise in fuel prices, air carriers might have their operations focused on their main market and suspend flights on lower payload routes. Down the line, there is a high probability that the design of new aircrafts may emphasize fuel-saving functions. Another important trend economies identified within the aviation sector was the emergence of low cost carriers. Australia and Brunei observed that this could increase and spread the benefits of tourism flows; whilst introducing considerable competition to the existing legacy carriers. The emergence of Open Skies Blocs e.g. EU-US, or India-US, fuelled by economic development in the APEC Region, will strengthen and expand the air travel sector. 

Increasing Environmental Concerns

Economies noted the increasing global concerns about the impact of transportation processes on the environment. Australia highlighted that in the maritime sector, there were increasingly stringent environmental requirements, relating to ballast water management, oil and hazardous substance spills, emissions and dredging. Similarly, in land transportation, Brunei raised the concern about carbon monoxide and other emissions from motor vehicles. These environmental concerns give rise to the policy challenge of having to come up with not just safe and efficient, but environmentally sustainable transportation infrastructure and processes.

Human Resource Shortage

One trend that is common to all transport sectors is the forecast of skills shortages. The problem, however, is especially pressing for the maritime sector. Many countries are facing difficulties recruiting suitable personnel with seagoing qualifications and experience at a senior level in the future into operational and policy positions. The availability of suitably qualified and experienced seagoing personnel has also declined. One of the main problems is the increased age profile of the existing maritime workforce, which indicates that a large proportion is due to retire in the next 5-10 years. At this rate, if the size of the world trading fleet increases significantly over the next few years, the industry could be confronted with an increasingly serious manpower problem.

The aviation sector is also facing shortage of skilled manpower. The Centre for Asia Pacific Aviation (CAPA) reported that shortage of skilled workers, in particular pilots and maintenance engineers, is beginning to bite with some Asia Pacific airlines scaling back their expansion plans and things are likely to worsen in the future.
 

The looming training crisis is also increasing the pressure on governments to change the regulatory environment to make it easier to train and retain personnel. It is therefore necessary for governments and industry to work together to find solutions to make careers in the aviation and maritime transport sector a more attractive option. 

Proposals for advancing trade liberalization in transport services

Further Liberalization

In order to achieve the Bogor Goals, economies should continue their efforts to liberalize their transportation sectors. Further liberalization in APEC could be encouraged by confidence building through development of supporting structure for a more liberalized global industry such as competition guidelines and safety oversight. Canada suggested that further liberalization would be helped by encouraging public and private partnerships in the provision of transportation infrastructure. Through public and private partnerships, the skills and assets of each sector are shared in developing new services or facility. The public sector benefits from the reduction in manpower requirements as well as the ingenuity provided by the private sector. Meanwhile, the private sector gets decision rights to the implementation of the project and sometimes even subsidies. Overall, greater cost-effectiveness and efficiency in transportation services and facility can be expected from the partnership.

Harmonization of standards

Working towards the adoption of international regulations worldwide and the establishment of mutual recognition capabilities should be a priority for APEC economies. Most economies identify the harmonization of standards as one of the major initiatives that could significantly advance trade liberalization. The lack of harmonization of standards and inadequate sharing of information between countries has been identified by economies as a barrier to trade. 

There has already been some progress in this respect. In the vehicle sector the most important strategy for standardization is found in the multilateral process under the UN/ECE 1958 Agreement. This is a long term approach and the benefits will be realized as more economies accede to that agreement or adopt other approaches that utilize the agreement’s provisions relating to development of common technical standards for vehicles and mutual recognition of certification approvals. APEC economies that have acceded to the agreement include Australia, Japan, Korea, Malaysia, New Zealand and Russia and Thailand. However, differing technical standards for vehicles and a lack of mutual recognition arrangements for vehicle certification continue to hamper optimal trade arrangements, despite efforts conducted through the working group under the UN/ECE. Other regional groupings have been working on this issue as well. In 1998, ASEAN agreed to mutually recognize commercial vehicle inspection standards for vehicles carrying goods or in the public service. Going forward, other areas that would benefit from harmonization may include technical and safety standards, hazardous material handling standards, environmental quality standards, freight security standards, etc. Mexico suggested harmonization of vehicle weights and dimensions. Such harmonization of standards would address technical trade barriers and lower compliance costs. It will also make the international business environment more transparent and less complicated to navigate. 

Several economies suggested that education and information-sharing on best practices and recent developments in APEC economies would be beneficial in moving forward the process of harmonizing regulatory standards in vehicle inspection, safety and security. This could be done both through disseminating information about the relevant international conventions and progress made on implementing those, as well as having international training courses, symposium or conferences that will enable member Economies to understand the policies of others and other international transport trends. 
Human Resource Development

Human resource development in the transportation industry is an area requiring urgent attention.  The transport industry generally is facing a potentially serious skills shortage problem. This is exacerbated by the long time lag caused by the training period required to produce the requisite skilled worker in the aviation or maritime industry. Planning ahead to meet these human resource constraints is thus crucial. 

There is a continuing demand for training to be conducted for current personnel to increase their awareness of safety and security issues. These training can be in terms of logistics and multimodal transports, supply management chain, ISPS Code, ICAO regulations and WTO regulations on transport service liberation.

Annex A

Roadmap for the APEC Transportation Working Group to Reach the Bogor Goals – Stage II, Economy Survey

The APEC Transportation Working Group (TPT-WG) has been tasked with developing a roadmap describing the remaining work required for reaching the Bogor Goals of trade liberalisation and facilitation in all modes of transport.

We intend to provide a wide-ranging analysis for the future direction of the transportation area in APEC, focusing on how we reach the Bogor Goals, recognising the different needs and time frames for developing and developed economies. The Transportation Working Group has agreed that the analysis should consist of a three stage process:

I. Industry Report Card (surveys are being circulated with a response date of 30th  November  2005)
II. Survey from Economies and Expert Groups
III. Set of recommendations for future directions.
The purpose of Stage II is to learn what transport issues from the trade liberalisation perspective, governments consider most pressing in the APEC region. Through this consultation process we hope to identify in which areas transport might act as a barrier or facilitator to trade, international needs and trends in the transport sector and areas of cooperation and/or capacity building that could address barriers to trade. 

Please give as many examples as possible within each mode of transport, e.g. aviation, maritime and land, in addition to any examples touching intermodal transport issues. It is sufficient to give up to five examples for each question. It is not necessary to give up to five examples for each mode.

We are looking for concise answers to the questions, or possibly key words. Longer narrative answers are also welcome if required or appropriate. Please also feel free to make additional comments if considered relevant.

Please return the questionnaire to Linda Rasmussen, Australian Government Department of Transport and Regional Services, GPO Box 594, Canberra 2601 ACT, Australia or Linda.Rasmussen@dotars.gov.au by 10 December 2005.

Economy Survey

1. What liberalisation measures in the transport sector have increased or improved facilitation of trade since the Bogor Goals were agreed to in 1994? Please specify up to five examples across the aviation, maritime, land and intermodal transport modes.

2. What factors in the transport sector act as a barrier to trade, e.g. regulation, infrastructure, industry organisation, technology or policy? Please give up to five examples across the aviation, maritime, land and intermodal transport modes.

3. Identify emerging international transport trends and their potential implications for trade, including technological innovations. Please specify up to five examples across the aviation, maritime, land and intermodal transport modes.

4. Identify up to five areas of cooperation and/or capacity building that could address barriers to trade, as they relate to aviation, maritime, land and intermodal transport.

� http://www.blis.canberra.edu.au/chinacentre/news/documents/PrivatizationNanjing.pdf


� MALIAT Official website, http://www.maliat.govt.nz/


� Transportation Security: Issues for the 109th Congress, http://fpc.state.gov/documents/organization/68824.pdf


� Transport Canada Press Release October 11 2001, http://www.tc.gc.ca/mediaroom/releases/nat/2001/01_H126e.htm


� Australian Maritime Safety Authority http://www.amsa.gov.au/Publications/Shipping/Maritime_skills_availability_study.pdf


� http://www.newkerala.com/news3.php?action=fullnews&id=18447


� Federal Highway Association, http://www.fhwa.dot.gov/ppp/061705wkshp.htm
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