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I.  ORGANIZATION OF THE SEMINAR

A.  Introduction

The Regional Seminar on Liberalization of Maritime Transport Services under WTO GATS was held
from 11 to 13 February 2002 in Bangkok.  It was organized by the Economic and Social Commission for
Asia and the Pacific (ESCAP).  The project under which the Seminar was organized was funded by the
Government of Japan.

B.  Attendance

The Seminar was attended by 69 participants from Bangladesh; Cambodia; China; Hong Kong,
China; India; Indonesia; Japan; Malaysia; Myanmar; Pakistan; Philippines; Republic of Korea; Russian
Federation; Sri Lanka; Thailand; Turkey; and Viet Nam.  The meeting was also attended by the represen-
tatives from the United Nations Conference on Trade and Development (UNCTAD), the World Trade
Organization (WTO), the Organization for Economic Co-operation and Development (OECD) who acted
as resource persons.

C.  Seminar opening

In his opening statement, Mr. Kim Hak-Su, Executive Secretary of ESCAP stated that over 90 per
cent of international world trade moves by sea, and the maritime transport industry not only provides an
important service to trade, but is an important trade in service for ESCAP member countries.

He observed that countries in the ESCAP region are at different stages of economic development
and the success stories in the maritime sector are not spread uniformly across the region.

He pointed out the importance of assisting countries in integrating effectively into the global economy
on a fair and equitable basis and noted that the transition from a controlled trade regime to an open trade
regime is by no means smooth and free of problems.  Policy decisions on the scope, sequencing, timing
and pace of implementation of policies are as crucial as they are complex.  Following the successful
Ministerial meeting in Doha, negotiations within the World Trade Organization framework on General
Agreement on Trade in Services (GATS) are scheduled to take place within the next few years.  These
negotiations could have a substantial impact on the provision of maritime services and competition within
the sector.

He stated that two divisions of the secretariat namely, Transport, Communications, Tourism and
Infrastructure Development Division (TCTIDD) and the International Trade and Industry Division (ITID),
in close collaboration with WTO and UNCTAD, have been implementing a project to create awareness of
the possible implications of future negotiations on GATS on ESCAP member countries and to promote on
exchange information and experience between countries on their preparation for GATS negotiations.
The project also seeks to identify a network of institutions and focal points to support negotiating
delegations to GATS.

The Executive Secretary concluded that the development of pro-active policies and active participa-
tion in the formulation of multilateral rules of the WTO, compliance with such rules and implementation
require a sound understanding of the WTO architecture, its processes and the implication of further
liberalization.  Being the first forum of its kind where developing and developed countries in the ESCAP
region could come together to discuss liberalization of maritime transport, the seminar would be a catalyst
to better networking and a continuation of discussion between countries beyond this seminar.  A copy of his
statement is attached as Annex I.
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Mr. Takashi Saito, Minister and Permanent Representative to ESCAP, the Japanese Embassy in
Thailand delivered an opening statement on behalf of the Government of Japan.  He stated that the
development of Maritime Transport has contributed much to the expansion of world trade, and any
restriction or barrier would block the healthy development of maritime transport and world trade.

He added that the seminar provided a very good opportunity to understand the benefits of liberaliza-
tion of maritime transport services and how WTO can contribute to the issue fairly and effectively.
In closing, he hoped that the understanding of participants will become deeper and the participation in
the liberalization process will become more positive.  A copy of his statement is attached as Annex II.

D.  Seminar programme

The detailed programme was circulated amongst participants and is attached as Annex III.

II.  PROCEEDINGS OF THE SEMINAR

The programme of the seminar covered the following topics:

A.  Opening session

(a) Introduction to the ESCAP activities in the transport sector (ESCAP secretariat)

The presentation explained the geographic scope of ESCAP, the structure of the secretariat and
ESCAP’s role in the transport sector.  Following the road map adopted at the Ministerial Conference on
Infrastructure held in November 2001, the presentation dealt with the Asian Highway and Trans Asian
Railway and the forecasts of container throughput and investment requirements from the policy planning
models developed by ESCAP.

(b) Introduction to ESCAP initiatives in trade policy (ESCAP secretariat)

The presentation explained the technical assistance and capacity building initiatives undertaken by
ESCAP in trade policy in accordance with its thematic focus of managing globalization.  ESCAP secre-
tariat assists member countries in their efforts to integrate into the international trading system in collabo-
ration with World Trade Organization (WTO), United Nations Conference on Trade and Development
(UNCTAD), International Trade Centre UNCTAD/WTO (ITC), United Nations Development Programme
(UNDP), United Nations Industrial Development Organization (UNIDO), and World Intellectual Property
Organization (WIPO) at the global level as well as Asian Development Bank (ADB), Association of
South-East Asian Nations (ASEAN), The South Asian Association for Regional Cooperation (SAARC),
Economic Cooperation Organization (ECO) and Pacific Islands Forum at the regional level.

B.  Presentation of country reports

Bangladesh; Cambodia; China; Hong Kong, China; India; Indonesia; Japan; Malaysia; Myanmar;
Pakistan; Philippines; Republic of Korea; Sri Lanka; Thailand; Turkey; and Viet Nam presented their
country reports and explained the situation in each country with respect to Liberalization of Maritime
Transport Services under WTO GATS.  Country reports are contained in Part II.

C.  Technical presentations

(a) Overview/conceptual framework (ESCAP secretariat)

The presentation examined the recent trends in globalization and the current liberalized environment.
It discussed the need for further deregulation and liberalization, the dilemma faced by countries in
addressing conflicting national interests and the prospect of reconciling the conflicts in the light of the
new impetus through WTO GATS.  Technical presentations are contained in Part III.
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(b) Services trade liberalization: development and regional dimensions
of negotiations (ESCAP secretariat)

The presentation dealt with the role of the service sector in the overall economy of a country, the
development dimension of GATS and the evolving process of liberalization under GATS.  The GATS accept
that developing countries may have different development objectives from developed countries and enables
countries to regulate services in pursuit of policy objectives.  The GATS architecture is however very
complex and its effectiveness as an instrument for trade liberalization remains to be seen.

(c) WTO principles, practices and processes (WTO)

The presentation dealt with the development of WTO, the basic facts and frequently asked questions.
The presentation also examined the main principles and provisions of the GATS including the articles
relating to most favoured nations treatment, domestic regulation, monopolies, specific commitments and
guidelines and procedures for negotiations.

(d) GATS and maritime transport (UNCTAD)

The presentation examined the WTO principles and processes in the context of the global maritime
environment and maritime policy developments, including policy reform.  The presentation dealt with the
three pillars of maritime transport under GATS and its applicability to the vertical integration of liner
shipping companies, international terminal operators, freight forwarding, and agency services.

The presentation also examined the capacity of developing countries to provide maritime transport
services such as ocean transport and anxiliary services, the opportunities to extend into the logistics
services, and the support that countries need to implement national policies.

(e) Consultative process amongst member countries and OECD’s position
on liberalization of maritime transport services (OECD)

The presentation identified that OECD representing 70 per cent of world trade had taken the initiative
of promoting maritime liberalization through its Maritime Transport Committee (MTC).  The OECD
council adopted MTC Common Principles of Shipping Policy in 1986, which were reviewed and updated in
2000 and they have been applied by all members although they are not binding.  They have been given effect
to the following key elements:

– Prevention: do everything possible to prevent restrictive practices from being applied in the
first place

– Dispute Resolution: if restrictive practices come into force use discussions and negotiations
to remove them or ameliorate their effect

– Countervailing Powers: if nothing else works and effects are serious enough, co-ordinated
countervailing action can be taken by the OECD against country concerned

Realizing the importance of non-member countries, MTC has invited broad regional and economic
groups such as the Russian Federation and Newly Independent States/Central and Eastern European
Countries, Dynamic Non-member Economies consisting of Argentina; Brazil; Chile; Hong Kong, China;
Indonesia; Malaysia; Chinese Taipei; Philippines; Thailand; and Singapore; and also individual countries
such as China; Egypt; India; Israel; and South Africa to participate.

(f) WTO and maritime transport (WTO)

The treatment of maritime transport in WTO was explained under the following three topics:

(i) How it works

Participants were provided with an insight into the privileges and practices of scheduling under GATS
and the preparation of offers.  The presentation also dealt with the traditional classification of maritime
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transport services and freight transportation, and the elaboration of the model schedule on four aspects
i.e. international maritime transport, maritime anxiliary services, access to/use of port services and
multimodal transport.  The presentation also dealt with the form and content of an “offer” and the making
of a commitment.

(ii) What it has achieved

In addition to 29 members who originally committed for liberalization, 14 members have joined the
commitments during the period 1995-2002.

(iii) What it may achieve in the future

The Doha Ministerial Declaration laid out the following schedule:

– Submission of initial requests by 30 June 2002
– Submission of initial offers by 31 March 2003
– Conclusion not later than 1 January 2005

D.  Group activity

Four working groups were established to undertake the group activity.  Each group was provided
with one issue to be addressed as follows:

(a) Group I

What are the issues countries need to take into account in the preparation of requests and offers for
commitments in market access and national treatment in the GATS negotiations on maritime transport
in the following areas?

– Blue water services
– Auxiliary services including port services

(b) Group II

How can countries improve the efficiency of national service providers in blue water services, and
auxiliary services including port services in order to be more competitive and optimize the opportunities
that come with liberalization?

(c) Group III

How can ESCAP member countries collaborate in order to prepare and participate more effectively
in GATS negotiations in maritime transport services?

(d) Group IV

What can be done to improve the co-ordination/consultative process between the WTO focal point
ministry, the ministry responsible for maritime transport, industry stakeholders, and academic/research
institutes in order to ensure adequate information flow and to better prepare and participate more
effectively in the GATS negotiations in maritime transport services?

III.  RECOMMENDATIONS AND PARTICIPANTS’ VIEWS

Main recommendations and views arising from the deliberations at the Seminar were as follows:

1. Close cooperation and coordination is necessary among ESCAP members to develop their
viewpoints and facilitate more active participation in GATS negotiations.

2. In order to cope with globalization and its impact on maritime transport, the participants
recognized the importance of each country identifying comparative advantages and weaknesses.
Self-identification and self-help are key to success under globalization.
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3. In order to sustain and encourage self-reliance, ESCAP member countries should have national
focal points of maritime transport services negotiations.   These focal points should co-ordinate
at the country level, at a regional level amongst ESCAP member countries, and with the
countries representative offices (missions) in Geneva.  The ESCAP secretariat should request
member governments to establish focal points.

4. Member countries should encourage their representatives in Geneva who participate in WTO
meetings, to keep the national focal points informed of  outcomes.

5. Countries in the ESCAP region should share with each other, details of their latest maritime
policies.

6. It was also pointed out that there is lack of information, resources, expertise and information
flow on liberalization of maritime services and GATS in the region.  Measures such as
establishing high-powered advisory committees, proper utilization of research facilities,
technical assistance from international organizations, easy access to information, were some
modalities that can be put in place.

7. Workshops and seminars should be organized by the ESCAP secretariat and member countries
in order to increase the flow of latest information.

8. The WTO secretariat should arrange workshops and training programmes to develop capacity
building and negotiation skills of ESCAP member countries.

9. The existing water transport website of ESCAP should be expanded to include the latest
information on WTO and GATS issues in the maritime sector.

10. Research centres, private sector stakeholders, non-government organizations should be
encouraged to have close co-operation, collaboration and networking arrangements.

The recommendations of each of the groups are attached as Annex IV.

IV.  EVALUATION OF THE SEMINAR

An evaluation questionnaire was distributed on the last day of the seminar for completion prior to the
closing session.  Participants were invited to give their views and comments on the seminar, in terms of
issues affecting seminar content and presentation.  The result of this evaluation exercise is attached as
Annex V.

V.  CLOSING SESSION

In his closing statement, the Chief of the Transport, Communications Tourism and Infrastructure
Development Division of ESCAP reviewed the topics covered during the three-day seminar and the
recommendations that had been made by the participants.  He thanked the participants for the considerable
contribution that they had made to the seminar and their keen interest.  He stated that ESCAP’s future
activities in the water transport sector, would respond to the suggestions and recommendations from the
participants made during the sessions.

The participants expressed their appreciation to the Government of Japan for its generous support to
this activity and for the high quality of the deliberations, and the efficient arrangements made by ESCAP,
as well as the hospitality extended to all delegates.
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ANNEX I

WELCOME ADDRESS BY MR. KIM HAK-SU
UNDER-SECRETARY-GENERAL, UNITED NATIONS,

AND EXECUTIVE SECRETARY, ESCAP

Distinguished participants,
Ladies and Gentlemen,

It gives me great pleasure to welcome you all to this Regional Seminar on liberalization of Maritime
Transport Services under WTO GATS.  I am particularly happy to note that this activity, which has been
financed by the Government of Japan, has generated significant interest throughout the ESCAP region.  In
this conference hall today, we have brought together policy makers, academics and industry stakeholders
to deliberate upon important issues relating to liberalization of maritime services under the purview of the
World Trade Organization (WTO), post Doha.

The maritime transport industry contributes greatly to international trade and economic development
in the ESCAP region.  Over 90 per cent of international world trade moves by sea.  The maritime
transport industry provides not only an important service to trade, it is also an important trade in service
for ESCAP member countries.

We are all aware that in some areas of maritime transport this region provides a lead to the rest of
the world.  ESCAP member countries operate more than 40 per cent of the world’s shipping fleet, which
includes nine of the world’s top twenty container shipping operators.  At the same time about 60 per cent of
the world’s seafarers are supplied by countries in the ESCAP region.  Over the past years, the natural sea
routes, which endow our region, have been substantially enhanced through the construction and expansion
of a network of ports.  Particularly in the container sector, Asian ports swept the top five positions in the
world container through put for 2001.

It must, however, be borne in mind that countries in the ESCAP region are at different stages of
economic development and the success stories in the maritime sector are not spread uniformly across the
region.

Since accepting the role of leadership at ESCAP I have been working with the secretariat staff and
member governments to identify areas where ESCAP can have the most tangible impact and determine
ways of focusing our resources where they are most needed.  We have now formulated three overriding
themes: Reducing poverty, Managing globalization, and Emerging social issues.

This workshop falls within the theme of globalization and seeks to assist countries in integrating
effectively into the global economy on a fair and equitable basis.  The transition from a controlled trade
regime to an open trade regime is by no means smooth and free of problems.  Policy decisions on the
scope, sequencing, timing and pace of implementation of policies are as crucial as they are complex.
Following the successful Ministerial meeting in Doha, negotiations within the World Trade Organization
framework on General Agreement on Trade in Services (GATS) are scheduled to take place within the
next few years.  These negotiations could have a substantial impact on the provision of maritime services
and competition within the sector.

With this in mind, two divisions of the secretariat, Transport, Communications, Tourism and Infra-
structure Development Division and International Trade and Industry Division have collaborated in
implementing a project to create awareness of the implication of future negotiation on GATS on ESCAP
member countries and to exchange information and experiences between countries on their preparation for
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GATS negotiations.  The project also seeks to identify a network of institutions/focal points to support
negotiating delegations to GATS.

I am very happy to see that the project has been implemented in close collaboration with WTO and
UNCTAD.  Resource persons from these organizations will provide us with a deeper understanding of the
negotiating processes of the WTO, the implications of further liberalization of the maritime sector, and the
positions being adopted by countries outside the ESCAP region.  OECD will also share with us the position
of OECD countries and their experiences in effective networking and preparation for WTO negotiations.

Ladies and Gentlemen,

The development of proactive policies and active participation in the formulation of multilateral rules
of the WTO, compliance with such rules and implementation require a sound understanding of the WTO
architecture, its processes and the implication of further liberalization.  I hope all of you make use of this
forum to share your diverse experiences and discuss issues of mutual concern.  Being the first forum of its
kind where developing and developed countries in the ESCAP region could come together to discuss
liberalization of maritime transport, I hope the seminar would be a catalyst to better networking and a
continuation of discussion between countries beyond this seminar.

I look forward to the outcome of your deliberations and wish you a rewarding seminar.
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ANNEX II

OPENING STATEMENT BY MR. TAKASHI SAITO
MINISTER OF EMBASSY OF JAPAN IN THAILAND

Dr. Kim Hak-Su,
Distinguished participants,

On behalf of the Government of Japan, I would like to congratulate the Executive Secretary, and his
staff, for successfully organizing this regional seminar.  It is my great honour to be given this opportunity
to say a few words at the opening of the Regional Seminar on Liberalization of Maritime Transport
Services under WTO GATS in ESCAP.

The development of Maritime Transport has contributed much to the expansion of world trade, and
any restriction or barrier block the healthy development of maritime transport and world trade.

For this reason, the Government of Japan has been working to liberalize maritime transport services.
Moreover, the Government of Japan also fully supports the WTO which promotes a liberalization
effectively and aims at free and fair trade and services.

Although the last WTO round of talks did not reach agreement of Maritime Transport Services, the
issue was placed back on the agenda at the ministerial meeting in Doha in November 2001.  As things have
started to move ahead, holding a seminar focused on maritime transport services at this moment is timely
and appropriate.

I wish to acknowledge the ESCAP Secretariat’s outstanding work and effort to coordinate this
significant seminar, with its distinguished presenters.

Finally, I expect that the seminar is a very good opportunity to understand the benefits of liberaliza-
tion of maritime transport services and how WTO can contribute to the issue fairly and effectively.  I hope
that the understanding of participants will become deeper and the participation in the liberalization
process will become more positive.

Thank you.
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ANNEX III

SEMINAR PROGRAMME

Day one: Monday, 11 February 2002

0830-1000 hours Opening session

0830-0900 hours Registration

0900-1000 hours Welcome address
Mr. Kim Hak-Su, Under-Secretary-General, United Nations
and Executive Secretary, ESCAP

Opening statement
Mr. Takashi Saito, Minister and Permanent Representative to ESCAP,
Embassy of Japan, Bangkok

Introduction to ESCAP activities in the transport sector
Mr. Barry Cable, ESCAP secretariat

Introduction to ESCAP initiatives in trade policy
Mr. Ravi Ratnayake, ESCAP secretariat

1000-1030 hours Coffee break

1030-1100 hours Overview/Conceptual framework
Ms. Geetha Karandawala, ESCAP secretariat

1100-1130 Services Trade Liberalization: Development and Regional Dimensions
Ms. Tiziana Bonapace, ESCAP secretariat

Q&A

1130-1215 hours WTO principles, practices and processes
Mr. Pierre Latrille, WTO, Geneva

Q&A

1215-1400 hours Lunch break

1400-1700 hours Country reports

Coffee break

Country reports (continued)
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Day two: Tuesday, 12 February 2002

0900-0945 WTO GATS negotiations in the maritime sector
Mr. Pierre Latrille, WTO, Geneva

Q&A

0945-1200 hours Country reports

Coffee break

Country reports (continued)

1200-1300 hours Lunch break

1300-1345 hours GATS and Maritime Transport
Mr. Peter Faust, UNCTAD, Geneva

Q&A

1345-1630 hours Country reports

Coffee break

Country reports (continued)

1630-1700 hours Consultative process amongst member countries and OECD’s position on
liberalization of maritime transport services.  Mr. Danny Scorpecci,
OECD, Paris

Q&A

Day three: Wednesday, 13 February 2002

0900-1045 hours Group activity

1045-1100 hours Coffee break

1100-1230 hours Reporting back and Discussion
Emerging issues
ESCAP/WTO/UNCTAD

1230-1300 hours Close of seminar
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ANNEX IV

GROUPS’ RECOMMENDATIONS

Group I

Question

What are the issues countries need to take into account in the preparation of requests and offers for
commitments in market access, or offering market access in the maritime transport sector in the
following areas?

– Blue water services
– Auxiliary services including port services

Group response

Issues to take into account:

Request for commitments

(a) Countries need to engage in a consultative process with services stakeholders in order to:

– Identify niche market, regulatory regimes, barrier to market access of other countries

– Consider modes of supply

(b) Determine inventory of supply capacity:

– Size, strength, competitive advantages
– Ownership and management of ships in real terms

(c) Implications: Principle of reciprocity

(d) Need for interaction among LMG

Offer of market access:

Principle of reciprocity

– Existing regulatory regime
– Competitive advantages

Group II

Question

How can countries improve the efficiency of national service providers in blue water services, and
auxiliary services including port services in order to be more competitive?

Group response

Improvement of efficiency of national service providers:

Factors to look into

(a) Blue water services

– National Flag

a. Foreign participation
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b. Bureaucracy
c. Consolidation/mergers
d. Fiscal incentives
e. Lifting cargo reservation
f. Predictability and consistency

– Labour

a. Qualification/standard
b. Competence
c. Labour reform

Each country has to identify their comparative advantages and weaknesses/constraints.

Points to note

– Position of developing countries
– Advantage: Labour supply
– Weakness: Capital, technology, know-how, bureaucracy

(b) Auxiliary services including ports
Countries need to take action and improve in the following areas

– Commercialization
– Adoption of technology
– Capacity building: infrastructure, human resource development (training and qualification

– ILO, STCW)
– Reforms – labour, facilitation processes
– Coordination between ports related agencies
– Coordination between ports themselves

Group III

Question

What are the different ways in which ESCAP member countries can collaborate in order to be better
prepared and participate effectively in the negotiations in WTO GATS (maritime services)?

Group response

– We all thank the ESCAP secretariat for providing us the opportunity to have a group activity.

– We feel that close cooperation and coordination is very necessary among ESCAP members to
develop their viewpoints and facilitate to participate more actively in GATS negotiations.

– ESCAP countries should have a focal point for maritime transport services negotiations.
National focal point should coordinate at country level, among the ESCAP countries and the
Geneva mission.  The ESCAP secretariat should circulate a note for the member countries in
order to determine a focal point.

– The ESCAP countries’ representatives in Geneva for maritime transport services negotiations
should make regular coordination meetings and inform the ESCAP secretariat and focal points
of the outcome.

– The existing web page on maritime transport services, which is available in the ESCAP, should
be regularly updated and latest information should be available to all members of ESCAP.

– Workshops and seminars should be organized by the ESCAP secretariat and the member
countries, in order to increase the flow of the latest information.
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– The WTO secretariat should arrange workshops and training programmes to develop capacity
building and negotiating skills of ESCAP members.

– The latest maritime policies of the ESCAP should be shared by all the members of the ESCAP
countries.

– If an ESCAP country wishes to make a proposal during the GATS negotiations, the country may
informally consult with other ESCAP member countries.

– Research centres, private sector, stakeholders and non-government organizations, should be
encouraged, to have close cooperation and collaboration and networking in this respect.

Group IV

Question

When you go back to your country, what will you do to improve the co-ordination between the
ministry, WTO focal point, ministry responsible for maritime transport, industry stakeholders, and indus-
try and academic/research institutes in order to improve the information flow and consultation process?

Group response

Recommendation to policy makers/government

(a) Take measures to enhance coordination
(b) Establish high powered advisory committee
(c) Ensure proper utilization of research facilities
(d) Request technology assistance from international organizations
(e) Ensure easy access to information

Problem areas

(a) Lack of coordination
(b) Lack of information
(c) Lack of resources
(d) Lack of expertise
(e) Lack of information inflow/outflow between capitol and missions overseas
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ANNEX V

EVALUATION OF THE SEMINAR

Total numbers of participants is 69
Total numbers of respondents is 32 or 46 per cent of the participants

I. Organization profile of participants

1. Type of your institution/organization:

Government Ministry/Department 84 per cent

Industry – Forwarders, Transport Operators, etc. 3 per cent

Others 13 per cent
(Others are from academic, research institutes, and private)

II. Workshop structure and relevance

1. Workshop duration:

Too short 9 per cent

Appropriate 88 per cent

Too long 3 per cent

2. What is your opinion of the structure of this Workshop?

Well-structured 94 per cent

Room for improvement  6 per cent

Suggested improvements?

– Improvement on the punctuality of the programme proceedings.

– Allot more time for exchange of views/almost no time to ask clarificatory questions.

3. What is your opinion of the contents of this Workshop?

Well-structured 97 per cent

Room for improvement  3 per cent

Suggested improvements?

– Provide basic information on the WTO negotiations for the benefit of new members may
bring participants with common understanding of issues.

4. What is your opinion of the group activity of this Workshop?

Well-structured 97 per cent

Room for improvement  3 per cent

Suggested improvements?

– Every participant should be asked to give opinion.  No one should remain silent.



17

5. Do you think that the knowledge/understanding you gained will be of use to you?

To a small extent 0 per cent

To a reasonable extent 47 per cent

To a great extent 53 per cent

III. Workshop conduct

1. Did you find the method of presentation (lectures, visual aids, activities)
used in the Workshop to be:

Very Good 44 per cent

Good 50 per cent

Satisfactory 6 per cent

Unsatisfactory 0 per cent

IV. Workshop administration

1. Servicing by secretariat:

Very Good 69 per cent

Good 28 per cent

Satisfactory 3 per cent

Unsatisfactory 0 per cent

2. Did you consider the physical arrangements (i.e. facilities, lighting, ventilation,
equipment available) for the Workshop were?

Very Good 63 per cent

Good 31 per cent

Satisfactory 6 per cent

Unsatisfactory 0 per cent

Suggestions or recommendations:

– Country report should be presented after the presentation of “core subject” by experts/
specialists.

– Very good.

Suggestions or recommendations (continued):

– Purely from academic interest, there is a dearth of research in this area in India and we
would look forward for collaboration.

– Seminars should be arranged frequently.

– More arrangements of such type of seminars are suggested.  It may be held frequently to solve
problems and to come into correct decision.

– For the trade policy seminar to conduct as well as a forum in maritime sector.

– Such seminar may be held at a very regular interval, say half yearly, until conclusion of MTS
negotiation.
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PART  II

COUNTRY REPORTS
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COUNTRY REPORT OF BANGLADESH

A.  Selected basic facts about Bangladesh

1. Location Between 20o34’ and 26o38’ north latitude and between 88o01’
and 92o41’east longitude.

2. Boundary North – India
West – India
South – Bay of Bengal
East – India and Myanmar

3. Area 147,570 sq. km.

4. Population 2001 130 million
Density 880 per sq. km.
Growth rate 1.5
Literacy rate 61
Life expectancy at birth 65

5. GDP per capita (2001) 386 US$

6. Foreign Trade (2000-2001)
Exports : 6.5 billion US$
Imports : 9.4 billion US$

7. Sea ports 2 (Chittagong and Mongla)

8. Major Rivers Padma, Meghna, Jamuna, Brahmaputra, Teesta,
Surma, Karnafully, Rupsa etc.

B.  Current status of maritime transport
in Bangladesh

1. Focus on capacity at the end of 2000:

(i) Fleet Size

– Bangladesh Shipping
Corporation (Public Sector) : 13
Capacity : 195,741 DWT

– Private Sector : 12

– Total : 25
Multipurpose Ship : 10
Tanker :  2
Container feeder vessel :  8
Conventional ship :  5

(ii) Port Capacity:

– Maritime ports international : 2 (Chittagong and Mongla)
Status : Public Sector

– Chittagong port handles : 15 million tons of cargo/year
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– Mongla Port handles : 5 million tons of cargo/year

– Import cargo handling : 80 per cent by Chittagong Port
15 per cent by Mongla Port
5 per cent by air and land port

– Export cargo handling : 70 per cent by Chittagong port
25 per cent by Mongla port
5 per cent by air and land port

s

– No. of ships call at per year : Chittagong – 1,439
Mongla – 330

– Average tour around time : Chittagong – 5.90 days
Mongla – 7.81 days

2. International Shipping Services available to facilitate Trade:

(i) Nature of Shipping Services available:

– Container Liner Trade.
– Container Feeder Trade.
– Break Bulk – General Cargo Trade.
– Dry Bulk Trade (cement, clinker, fertilizer, sugar, food grain).
– Liquid bulk (tanker trade).

(ii) National flag carriers serve only 18 per cent of country’s sea borne trade.  National flag
carriers operate only in three areas:

– Liner Service in one route Bangladesh-Pakistan-West Asia Gulf.
– Feeder for global connection through on carrier arrangement-Singapore and Colombo.
– Tanker for lightering.

(iii) Foreign vessels:

– Most foreign vessels call at our ports.
– All the shipping services are being provided by the  foreign shipping lines.
– 82 per cent of our sea borne trade is being serviced by foreign flag carriers.

3. Future prospects for international shipping services:

– Bright prospect exists as the country’s import/export trade increasing over time.
– 95 per cent of our national external trade is routed through maritime transport.
– Presently only 18 per cent of our sea borne trade is being served by national flag carrier.
– National shipping companies both public and private sectors can expand tonnage.
– Foreign shipping lines getting increasing share of our sea borne trade.

C.  Existing policies/laws/regulations

1. Market access:

– The Bangladesh Flag Vessels (Protection) Ordinance, 1982 provides for protection of the
interest of national shipping industry.

– At least 40 per cent of sea borne cargo shall be national flag vessels-which is in conformity
UNCTAD code of conduct for liner.  However, keeping with the needs of external trade the
above provision has been relaxed by way of issuing waiver.

– There is a general waiver for R1-1G export cargo.

Bangladesh



23

– The Bangladesh Merchant Shipping Ordinance, 1983 stipulates that vessels registered under the
Bangladesh flag must be owned by:

• Citizen of Bangladesh
• A company whose principal place of business is in Bangladesh
• A company with 50 per cent of its shares and voting power held by Bangladesh citizens

2. Restriction on specific trade:

– Domestic routes are not open to foreign vessels.

3. Bilateral/unilateral cargo reservation scheme:

– Bangladesh has signed bilateral shipping agreement with 13 countries: Belgium, Bulgaria,
China, Egypt, Germany, Iran, Malaysia, North Korea, Pakistan, Philippines, Sri Lanka,
Thailand and Turkey.

– These agreements have been signed for mutual transportation of sea borne commodities on
50:50 or 40:40:20 basis.

– Bangladesh is unable to utilize its share due paucity of vessels/tonnage capacity.

4. Subsidies:

– No direct subsidy but the losses incurred (if any) the public sector shipping company (BSC) are
the liability of the Government.

5. Access to port facilities/services for overseas vessels:

– National treatment is being extended to access to port facilities or services for overseas vessels
that call at Bangladeshi ports.

D.  National plan/policy towards liberalization

1. Policy of Bangladesh to the liberalization of  maritime transport service:

– Bangladesh Shipping Policy 2000 stipulates:

• Pursuation of free market policy
• Liberalization of maritime transport sector
• Abolition of all barriers to trade
• Deregulation of all sectors including maritime transport

2. Advantages of liberalizing maritime transport services:

– Exporters/importers/C & F agents will have wide choice of shipping lines.
– Wide competition, better services, competitive freight charges.
– Frequency of vessels turn around increases.
– Quick shipment, overseas buyers’ confidence enhanced.
– More revenue earning by ports.
– Higher economic growth.

3. Disadvantages:

– National flag carriers/shipping companies face stiff competition-reduction in cargo shares,
may go out of business.

– More ships call at, congestion at port, need extended time for cargo handling.
– Need capacity improvement of port facilities-which is capital intensive.
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E.  Participation at the 4th WTO Ministerial
Conference

A 16 member delegation led by the Honourable Minister for Commerce of the People’s Republic of
Bangladesh participated at the 4th WTO – Ministerial conference at Doha from 9 to 14 November 2001.

Position taken by Bangladesh at the 4th Ministerial Conference:

– As a leading LDC Bangladesh supported Zanzibar declaration.
– Given top priority to implementation issues.
– Insisted developed nations to fulfil their commitments on market access of LDCs’ products.
– Sought binding commitment for barrier free access of LDCs’ trade in goods and services.
– To developed countries market.
– Worked for keeping life saving drugs out patentability for LDCs.
– Advocated for free movement of natural persons.
– Requested developed countries to come forward for building/upgrading trade related.
– Capacity of the LDCs.

F.  Preparation for negotiations

1. Bangladesh’s expectations from the forthcoming negotiation on MTS through WTO:

– Bangladesh expects special and differential treatment for LDCs.
– Expects actions and firm commitments for implementation of paragraph 3 of article IV of

GATS.
– Expects that LDCs given sufficient flexibility in pursuing their domestic policy regarding MTS.

2. Most important limitation expected to be eliminated or reduced through such negotiations:

– Limitation on free movement of natural persons be eliminated or reduced.
– ENT be eliminated.
– Requirements for qualifications, technical standards and licensing for LDCs seafarers be

relaxed.

3. National position that Bangladesh plans to adopt at the forthcoming negotiation:

– Bangladesh is yet to firm up any position for MTS negotiation.
– As entering into MTS negotiation is on a voluntary basis Bangladesh likes to wait till at least

June 2002.

4.  Preparation status of Bangladesh:

– At a very preliminary stage, therefore not satisfactory.

5. Any obstacles to preparation:

– Lacks experts or knowledgeable officials negotiators.
– Inadequate technical assistance for upgrading negotiating skills.

G.  Matters/issues regarding WTO negotiation
to be discussed at the seminar

1. Mechanism for effective implementation Article IV of GATS in order to increase capacity of
developing countries particularly of LDCs in services sector.

2. WTO negotiations on GATS should include liberalization of services sector in mode 4 where the
developing countries have comparative advantage.

Bangladesh
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COUNTRY REPORT OF CAMBODIA

A.  Introduction

The Kingdom of Cambodia is a maritime country, which depends on the transport of goods by sea
and less by air and land road.  There are two international ports.  Firstly, Sihanoukville Port is based in
the coastal province of Sihanoukville.  This port is gradually increased in the number of ships called to the
port and the number of tonnages of the cargo throughput year by year.  Secondly, Phnom Penh port is
situated in the Phnom Penh city.  The quality of ships and cargos cross through is depending on the
political situation.  The access to this port is available for ship navigating via Mekong River to the port is
through Viet Nam border.  The distance of navigation from the mouth of River to Phnom Penh port is
approximately 280 miles.

B.  Current situation of maritime transport industry

In the year 2000, the ports provided good facilities, in terms of both capacity and performance.  The
port of Sihanoukville consists of old port and new port.  The old port is a Jetty constructed in 1956 and
opened in 1960.  The Jetty is 290 m in length can accommodate vessels at both sides enabling the total
length up to 580 m by 28 m long and 18 m draft and can accommodate four vessels connecting to the
offshore by the 280 m long and 18 m wide access bridge, together with two warehouses with the total area
of 12,000 m2 and 35,000 m2 of open space for the general cargo.  New quay is constructed in 1969 with
350 m in length by 10 m draft (currently 7.5 m) and can accommodate 3 vessels for unloading and loading
cargo.  This port has three warehouses with the total area of 24,000 m2 and 25,000 m2 of container yard.
The Phnom Penh consists of 2 km long and can accommodate the vessel with the draft of 4.2 m for the dry
season and 5.2 m for the raining season and with the 10 warehouses.  Some commodities were exported to
the foreign countries and imported to the Kingdom of Cambodia.  Even though Cambodia is an agricultural
country but in some conditions the country was facing with the damages by nature such as drought and
flood.  However, the items of the agricultural product were imported more than exported.  The table below
is shown.

Future prospects for international shipping services: The Merchant Marine Department of the
Ministry of Public Works and Transport willing to create some important services such as maritime
search and rescue, ship repair yard, expansion of maritime port and improvement of its services,
improvement of freight forwarding activities, and ship crew training.

C.  Existing policies/laws/regulations

The economy in the Kingdom of Cambodia is playing role of free market, which allow foreign
investors to do their investment in the country without any restriction on trade.

The Port Authority provides pilots and facility to the foreign vessels with the safety.  At port handling,
transport, cargo storage and other services are provided.

Cambodia

Table 1. Fleet Size and Ports Capacity at the End of Year 2000

International Port
Number of Vessels
Called to the Port

Imported Cargoes
(Tons)

Export Cargoes
(Tons)

Grand Total
(Tons)

Sihanoukville Port 814 1,466,887.899 154,877.345 1,621,765.244

Phnom Penh Port 760 407,358 51,193 458,551
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D.  National plan/policy towards liberalization

The policy of the Royal Government of the Kingdom of Cambodia is to promote the international
trade by opening the free market to all investors and partnerships to invest in the country without any
discrimination and restriction, except land ownership is required natural persons holding Cambodian
citizenship or in legal entities in which more than 51 per cent of the equity capital are directly owned by
natural persons or legal entities holding Cambodian.

The Royal Government of the Kingdom of Cambodia is playing role of the liberalization of maritime
transport services is to reduce trade barriers in order to increase the volume of trade; to relax restrictions
on the capital flows in order to accelerate the shift from low to higher value commodities.  According to
these factors, the country may accept a foreign direct investment.

From the liberalization of the maritime transport services there are the advantages and
disadvantages.

The advantages of the liberalization of the maritime transport services are:

– Attracting many investors to invest in the country.
– Improving the economies of scales.
– Increasing income of the country.
– Employing more local people.
– Transferring knowledge and technologies.

The disadvantages of the liberalization of the maritime transport services are:

– The local people will be facing a competition with the oversea investors invested.
– The deregulation.

E.  Conference attendance

The country of Cambodia participated as the observer at the 4th WTO Ministerial Conference that
took place in Doha, from 9 to 13 November 2001.

F.  Expectation

The expectations of Cambodia from the forth-coming negotiation on maritime transport services
(MTS) through WTO is to accelerate its maritime transport sector, thereby promote national economic
development.

Cambodia
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COUNTRY REPORT OF CHINA

This report intends to summarize the status of commercial aspect of the maritime transport services
in China and the country’s policies and regulatory frameworks concerning market access by foreign
suppliers, with a view to facilitating the participants in this seminar to better understand the actual
situations related in China.

For the purpose of this report, maritime transport services is understood to consist of three aspects of
activities, namely international sea transport including tramping and liner services, auxiliary services
such as freight forwarding, shipping agency activities, and port related services.

A.  Status of maritime transport services

Maritime transport services in China is an integral part of the nation’s economic activities and has
been playing an important role in the national economic development.  China started its modern shipping
from the 1960s.  Although it began at a rather late stage and from a low level, it has grown remarkably.

1.  International shipping fleet

By the end of 2000, China had a total fleet of 2525 vessels with over 37 million DWT engaged in
international shipping.  Among this, 1986 vessels with over 17 million DWT flew the Chinese flag, which
amounted to 46.3 per cent of the aggregate international shipping tonnage of China; while the other 539
vessels with over 20 million DWT, representing the rest 53.7 per cent of the total tonnage, were flagged-
out ships but beneficially owned by Chinese operators.  In general, the Chinese international shipping fleet
accounted for 5.3 per cent of the world merchant fleet and a share of 5 per cent of the world container
slots.  The Chinese fleet maintained its position as the world’s fifth largest fleet in terms of carrying
capacity.

2.  Domestic coastal shipping fleet

In addition to a large international shipping fleet, China also has an adequate capacity for domestic
waterway transport.  By the end of 2000, a total capacity of 29 million DWT had been engaged in domestic
shipping service, of which 8.53 million DWT was involved in coastal shipping.  As far as the types of
vessels are concerned, 98 per cent of the coastal carrying capacity was provided by motor ships, which
mainly comprised bulk carriers, general cargo ships and oil tankers.  Among them, bulk carriers and
oil tankers between 10,000 and 50,000 DWT accounted for 80 per cent of the coastal carrying capacity
as a whole.

3.  Ports

In 2000, the major ports in China accomplished a cargo throughput of 1.7 billion tons, an increase of
17.3 per cent over the year of 1999.  Among this, the throughput of cargo for foreign trade reached 570
million tons, gaining a growth of 33.2 per cent over 1999.  The throughput for exports and imports
amounted to 46.5 per cent and 53.5 per cent of the total respectively.

In parallel, the container transport in China underwent a stable and fast growth in 2000.  The
containers handled by all ports aggregated to 23.48 million TEUs, of which the major ports accomplished
22.63 million TEUs.  The throughput of containers involved in international sea transport registered 18.07
million TEUs, while containers for domestic water transport amounted to 2.89 million TEUs.  There
emerged 7 leading container hub ports in China with a throughput of over 1 million TEUs each.

4.  Shipping service providers

According to the statistics of 2000, there were 290 shipping companies registered in China providing
international shipping service.  Since 1978 when China introduced the reform and opening-up policy, the
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maritime service market has gradually been deregulated.  This liberalization process was highlighted by
an influx of foreign shipping service providers to the Chinese market over the last two decades.  As
statistics showed that, by the end of 2000, foreign shipping companies had established 21 wholly-funded
shipping subsidiaries, 62 branches and 562 representative offices in 35 cities across China.  The voyages of
ocean-going and near ocean liner services undertaken by foreign carriers accounted for 69 per cent
and 42 per cent of its kind respectively, and the share of cargo transported corresponded to 60 per cent
of the total.

B.  Existing policies

In this report, the policy in connection with liberalization of maritime transport services is roughly
considered in four major areas: market access, access to cargo, access to port related services, and
subsidy.

1.   Market access

1.1 International shipping

1.1.1 Liner service

In comparison with tramping service, liner market is frequently under government control due to its
public nature.  China used to take economic needs test on the new entrants to the international liner routes
calling at Chinese ports.  The policy has changed remarkably since the entry into force on the 1st January
2002 of the new shipping regulation, Regulations on International Shipping Service of the People’s Republic
of China (New Regulation for short).  The New Regulation abolished the ‘economic needs test’ system and
introduced a registration scheme.  As a result, foreign suppliers can have free access to the international
liner market as long as they satisfy necessary qualification requirements.

1.1.2 Ship register and shipowning companies

Although China is not a state of flag of convenience, ships owned by Sino-foreign shipowning joint-
ventures can be registered in China according to the Regulation on Ship Registration of the People’s
Republic of China, which entered into force on 1st January 1995.  The New Regulation further confirms
that foreign investors can set up shipowning joint-ventures, engaging in international services, with the
share of foreign investment less than 49 per cent.

1.1.3 Branches and subsidiaries

Due to the essential nature of cross-border supply, what concerns shipping companies most may not
be to set up shipowning companies, but to seek a local commercial presence by establishing a commercial
office, i.e. branch or subsidiary for the purpose of conducting direct commercial activities for their parent
companies.  This is especially important for those lines engaged in liner service.

In this respect, the New Regulation provides that foreign shipping companies may, under the approval
of the competent authorities, set up wholly-owned subsidiaries in China to engage in direct business
activities, including cargo soliciting and booking, issuing bills of lading, collecting freight, and contracting
for ancillary services on behalf of their parent companies.

1.1.4 Maritime auxiliary services

In China, the policies on liberalization of maritime transport services also cover maritime auxiliary
services.  The New Regulation provides foreign investors with a more liberalized business environment in
this area.  In the light of the provisions, foreign investors can set up wholly-owned subsidiaries to provide
warehousing service, joint-ventures with majority share of foreign investment to engage in cargo handling,
container station and depot services, and joint-ventures with the share of foreign investment less than
49 per cent to engage in shipping agency service.
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1.2 Cabotage

Due to sovereignty, economic concerns and other reasons, cabotage trade is only open to national
carriers in most countries.  In China, the issue of cabotage is addressed by the Maritime Code of the
People’s Republic of China, which entered into force on 1st July 1993.  Article 4 of the Code states that
shipping and towage services between the ports of the People’s Republic of China shall be undertaken by
ships flying the national flag of the People’s Republic of China, except as otherwise provided for by laws or
administrative rules and regulations.

The New Regulation prohibits foreign shipping companies from undertaking cabotage in China.

The Regulation on Waterway Transport Administration of the People’s Republic of China, entering
into force on 1st October 1987, further stipulates that wholly foreign invested enterprises and Sino-foreign
joint-ventures can not undertake the coastal and inland waterway transport in China without the permission
from the competent authority.

2.  Access to cargo

At present, China neither takes any cargo reservation or preference measures nor introduces the
concept of “government cargo”.  All commercial cargoes are put to market for free access.

The only exception in this respect is that there still exit a small number of cargo sharing arrange-
ments with foreign countries, namely Algeria, Argentina, Bangladesh, Brazil and Zaire.  However, the
impact of these bilateral cargo sharing arrangements on third countries is very limited due to the lack of
technical feasibility in practice.  Moreover, China does not intend to keep this practice.  It is predicted that
these cargo sharing arrangements will be gradually phased out in the future.

In addition, like many other countries, China is also a party to the United Nations Convention on the
Code of Conduct of Liner Conference (the Liner Code).  However, since no Chinese shipping companies
join any liner conferences, the 40-40-20 cargo sharing principle is not applicable in practice in China.

3.  Port related services

Apart from an opened maritime transport market, foreign suppliers also enjoy non-discriminatory
treatment, particularly in access to and use of port related services.  At this moment, all services,
identified in GATS negotiations, at Chinese ports are available to foreign flag vessels on reasonable and
non-discriminatory terms and conditions.  They mainly include pilotage, towing and tug assistance,
provisioning, fuelling and watering, garbage collecting and ballast/waste disposal, aids-to-navigation,
shore-based operational services, emergency repair facilities, anchorage, berth and berthing services.
Although pilotage is made compulsory only for foreign flag vessels under the relevant regulations, it is not
considered as a discriminatory measure taking into account that the policy is designed purely for the
purpose of safety and environment protection, and has nothing to do with commercial competition.

4.  Subsidy

Although subsidy is widely considered to distort the competitive structure of shipping, it is unfortu-
nately still commonly practiced in many countries. China’s shipping liberalization is also reflected in its
non-subsidy policy.  Despite the fact that most big shipping companies are owned by the state, their
management and operation are totally independent from governmental administration.  All commercial
decisions are made by the companies themselves.  Nowadays, the Chinese shipping companies do not enjoy
any kind of governmental subsidy.  It is safe to say that, at this stage, foreign-invested suppliers enjoy actual
national treatment in China, and the Chinese domestic shipping companies do not possess any competitive
advantages resulting from commercial supports by the government.
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C.  China’s maritime transport services and WTO

After 15 years of effort, China finally became a member of WTO on 11th December 2001.  Although
China was not able to attend the negotiations on maritime transport services under WTO, its involvement
in the related negotiations can be traced back to the very beginning of the negotiations on services
liberalization in the Uruguay Round.  Maritime transport services was one of the services sectors which
China first selected for participating in the negotiations on trade in services in the Uruguay Round.
The opening-up policy and China’s application for resuming its status in GATT were the two major forces
which drove the maritime transport sector to participate in the negotiations.  On one hand, a full participa-
tion by industry sectors in the Uruguay Round would have positive effects on helping China to resume its
status as a contracting party of GATT.  On the other hand, the international feature of maritime transport
services requires China to closely co-operate with the international community.

Unfortunately, the negotiations on shipping liberalization under WTO did not reach a satisfactory
result.  However, the failure of the negotiations did not affect the Chinese government’s policy on further
liberalizing the maritime transport services.  During nearly 7 years of negotiations on accession to WTO,
the commitments on maritime transport services were further improved.  A detailed schedule of commit-
ments in this respect is attached to this report.  It can be observed from the schedule that the commit-
ments cover all three pillars, namely international shipping, maritime auxiliary services, and access to
and use of port related services.  In its schedule, China commits no limitations on market access and
national treatment under the modes of cross-border supply and consumption abroad in the sub-sector of
international transport.  This means that foreign carriers can freely access to the carriage of China’s
seaborne trade cargoes and the transportation of passengers.  Meanwhile, they are assured to be treated
equally to the Chinese carriers.  With respect to commercial presence in the same sub-sector, the form of
presence is limited to joint-ventures with the share of foreign investment less than 49 per cent.  The
schedule also makes an across the board commitment on maritime auxiliary services.  The only limitation
is that, under the mode of commercial presence, it requires foreign suppliers to obtain access to the
market in the form of joint-ventures in some business activities.  With respect to port services, China
committed itself to treat foreign vessels on a reasonable and non-discriminatory terms and conditions.

Due to the failure of the WTO negotiations, MFN exemptions are commonly seen in this sector.  In
China’s MFN exemption list, only two measures are included, namely establishment of subsidiaries by
foreign shipping companies and existing cargo sharing arrangements.  From the explanation on both issues
in Part II of this report, it is understood that the MFN exemption applied to these measures has little
adverse impact on other countries.

D.  The forthcoming negotiations

The Uruguay Round multilateral trade negotiations triggered a wave of global trade liberalization,
thus accelerating the process towards globalization of the world economy.  It is expected that the new round
WTO trade liberalization negotiations will further enhance this trend.  Maritime transport services is an
industry with highly international character and has been one of the major forces responsible for shifting
the world from an essentially national system to the global economy.  Therefore, maritime transport
services may happily see its more important role to play in this process.  To facilitate the globalization of
the world economy, a more liberalized maritime transport services is needed.

However, the past experiences show that the negotiations on maritime transport services have always
presented political problems.  A few maritime powers always imposed strong influence on the positions of
other participants.  Therefore, those powers should contribute more actively rather than wait for the offers
by others.

On the other hand, at this multilateral negotiation forum, the contribution of one country to global
liberalization is subject to the general trend generated by all participants.  Therefore, China’s position
would have probably been influenced by the circumstances at that time.  Furthermore, maritime transport
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services is only one sector of the entire negotiations on trade in services; thus, it is also quite likely for the
participants to make trade-offs between different services sectors, and even between trade in merchandise
goods and trade in services.  Therefore, it might be too early at this stage to finalize its position on the
forthcoming negotiations.

Nevertheless, it is realized that maritime transport services, as an important means of China’s
foreign trade transportation, should be aimed at facilitating foreign trade, taking into account of the key
role of foreign trade in the national economic development of the country.  Liberalization, as an effective
means of increasing economic efficiency, would be an effective way to achieve this goal.

China

Appendix 1

ANNEXES

International Shipping Fleet of China

By the year of 2000

Type of Vessel DWT Per Cent Age

Crude oil 4,859,318 13.1 12.17

Oil products 727,330 2.0 16.85

LPG 83,673 0.2 21.94

Bulk cargo 20,740,770 55.9 16.17

Multi-purpose 2,287,255 6.2 14.80

Container 4,824,581 13.0 13.50

General cargo 2,616,978 7.1 22.94

Frozen cargo 128,370 0.3 19.54

Passengers 67,699 0.2 18.61

Total 37,088,633 100.0 15.72

Domestic Shipping Fleet of China

By the year of 2000

Type of Vessel
DWT

(Thousand)
Number

(Thousand)

Power-driven vessels 20,470 18.23

Passengers 71.2 passenger spaces 14.8

Passenger/cargo 250 2.8

Cargo 20,170 158.4

Container 23.3 TEUs 0.3

Lighters 8,580 44.6

Total 29,050 226.9
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China

Top 10 Container Ports in China

In the year of 2000

Rank Port Million TEUs Growth Rate (Per cent)

1 Shanghai 5.612 33

2 Shenzhen 3.994 34

3 Qingdao 2.120 37

4 Tianjin 1.708 31

5 Guangzhou 1.431 22

6 Xiamen 1.085 28

7 Dalian 1.011 37

8 Ningbo 0.902 50

9 Zhoushan 0.506 17

10 Fuzhou 0.400 26
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COUNTRY REPORT OF HONG KONG, CHINA

A.  Current status of maritime transport industry
in Hong Kong, China (HKC)

1. The port has always been a key factor in the development and prosperity of Hong Kong, China,
which is strategically located on the Far East trade routes and is in the geographical centre of the now
fast-developing Asia-Pacific Basin.

2. Hong Kong, China is a free port and has no restrictions in its law and national regulations for market
access, trade, subsidies, port facilities and port services.  This policy has been in existence throughout
the history of Hong Kong.

1.  Port capacity as at year 2001

3. In terms of tonnage of shipping using its facilities, cargo handled and the number of passengers
carried, Hong Kong, China is one of the major ports of the world.

4. During 2001, a total of 36,700 sea-going vessels arrived at Hong Kong, China.  Cargo throughput in
Hong Kong, China amounted to 17.9 million 20-foot equivalent units (TEUs), making our port the world’s
busiest container port.  Of the total container throughput, some 11.3 million TEUs were handled at the
Kwai Chung Container Port, while about 6.6 million TEUs were handled in mid-stream operations or by
river trade vessels.

5. The Kwai Chung Container Port, located in the north-western part of our harbour, has 18 berths
totalling about 6,000 metres of frontage with more than 200 hectares of terminal area which includes
container yards and container freight stations.  Up to 18 “third generation” container ships can be
simultaneously accommodated and worked at these berths.

6. A new terminal, Container Terminal 9 (CT9), is being built on Tsing Yi Island, opposite to the eight
existing terminals at Kwai Chung.  This will add at least 2.6 million TEUs to the port’s total handling
capacity.  The first berth of CT9 is expected to come into operation in the fourth quarter of 2002.  When
fully completed in 2004, the six-berth CT9 will increase Hong Kong, China’s container terminal capacity
to over 15 million TEUs per year, which will be able to cope with forecast growth in demand to mid 2000s.

2.  International shipping services available to facilitate trade

7. Hong Kong, China is a major international shipping centre.  Hong Kong, China shipping companies
control some 1,000 vessels with a total tonnage of 35 million tons (over 6 per cent of the world fleet),
ranking it as the world’s sixth important maritime centre.  In Hong Kong, China, more than 800 compa-
nies provide shipping-related services such as ship management and brokerage services, financing,
insurance and legal support, to facilitate shipowners in their business development.

8. The Hong Kong, China Shipping Register achieved a record high of 14 million Gross Registered
Tons (665 vessels) at January 2002.

9. The Marine Department is responsible for port administration in Hong Kong.  It administers the
Hong Kong, China Shipping Register and conducts Port State Control (PSC) inspections and surveys.  In
2000, the Department carried out 885 PSC inspections on ocean-going vessels visiting Hong Kong, China.
About 88.5 per cent of the ships had deficiencies that were remedied before they left our port.

10. The Marine Department also ensures the safety of navigation and efficiency of shipping activities
in the waters of Hong Kong, China by comprehensive traffic management, harbour patrolling, vessel
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traffic service, provision of mooring buoys and rigorous management of major international maritime
conventions.

11. Hong Kong, China will continue to take measures to ensure the timely provision of facilities to
meet demand and to increase our efficiency and effectiveness in port and maritime transport, through
which we aim to facilitate the development of the logistics services sector.

B.  Hong Kong, China’s position and expectations
in maritime transport services negotiations

12. Hong Kong, China participated at the 4th WTO Ministerial Conference which took place in Doha
from 9-11 November 2001.  Our overall objectives for services negotiations, including the negotiations in
respect of the maritime transport services sector, are:

(a) To broaden and deepen market opening commitments made by Members;

(b) To uphold the fundamental WTO principles of MFN and national treatment;

(c) To tackle vigorously trade barriers arising from domestic regulations and anti-competitive
behaviour on a sector-specific basis;

(d) To ensure that the rules under the GATS remain relevant and responsive to the needs of the
modern business world; and

(e) To enhance transparency and certainty of the specific commitments and domestic regulations.

13. Hong Kong, China strongly supports early resumption of negotiations on maritime transport services
as provided for in the Decision on Maritime Transport Services adopted by the Council for Trade in
Services (S/L/24).  Negotiations should be conducted with a view to attaining real and meaningful
commitments by all Members on a MFN basis.  The resumed negotiations should take account of both the
efforts previously made, as well as recent developments in the maritime transport services sector.  We
look forward to substantive commitments from Members leading to the elimination of major obstacles in
the sector, including but not limited to restrictions on foreign equity ownership and management in
particular related to ports, measures in favour of national service suppliers both in international and local
services (including the freedom for the maritime industry to operate in some, if not all, services in the
domestic market of other Members), restrictions on scope of business activities, and different licensing
requirements for local and foreign firms.
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COUNTRY REPORT OF INDIA

A.  Current status of maritime transport industry in India

1.  Importance of maritime transport in economic
development and in international trade

Ocean transport or shipping plays an important role in the trade and economic development of
nations.  In fact, transport, trade and economic development are mutually supportive.  The overwhelming
share of shipping in the carriage of about 95 per cent in terms of volume and almost two thirds of the total
value of international trade establishes its predominance and importance as a mode of international
transportation system.  The importance of shipping, over the period, has also increased due to the
technological developments in transport, especially in terms of containerization culminating in multimodal
transportation on door-to-door basis, since majority of the containers move by this mode of transport.

2.  Role of shipping in India’s foreign trade
and foreign exchange earnings

In case of India, shipping constitutes an essential component of the country’s international trade since
about 90 per cent of her overseas trade in terms of volume and about 77 per cent in terms of value moves
by sea.  In view of the vital role played by shipping industry in furthering the growth of overseas trade, as
also as a direct earner and saver of foreign exchange, the Government right from the beginning of planning
era in 1950-51 has been endeavoring to build adequate national fleet.

Shipping is a valuable invisible export or foreign exchange earner for any country.  Over the period,
Indian shipping has improved its foreign exchange flows, as the gross earnings/receipts increased from
Rs 26.98 billion in 1991-92 to Rs 57.2 billion in 1999-2000 and the net inflows increased from Rs 15.6
billion to Rs 35.3 billion during the same period.

3.  Growth of Indian shipping fleet

Indian shipping fleet which possessed 59 ships with a total tonnage of about 0.19 million GT at the
time of independence (August 1947) gradually increased to 0.37 million GT in 1951, i.e., the beginning of
the First Five Year Plan.  Since then the same registered a remarkable growth till the end of the Sixth
Five Year Plan, i.e., 31 March 1985.  In the subsequent years, there have been fluctuations in the growth
of the shipping fleet as the achievement in terms of fleet size fell short against the fixed target.  The target
of 9 million GT fixed for Ninth Five Year Plan is unlikely to be achieved since the shipping fleet as on
1 April 2001 was 546 ships aggregating only 6.84 million GT, which is almost the same level as at the
beginning of the Plan period.

4.  Growth of India’s overseas trade
and the shipping capacity

Over the period, the movement of traffic in terms of export and import cargoes has witnessed a
remarkable growth increasing from 30 million tons in 1960-61 to 224.6 million tons in 1999-2000, but
the capacity of Indian shipping has not shown the corresponding growth, since the same increased from
0.9 million GT to 6.8 million GT during the same period.  Consequently, the dependence on the foreign
flag ships for the carriage of overseas trade is becoming higher and higher.  Over the last 20 years, the
share of Indian trade carried in Indian ships has rarely risen above 35 per cent excepting three years, i.e.,
1984-85, 1986-87 and 1987-88 when it was 36.0 per cent, 37.8 per cent and 40.7 per cent respectively.
Currently, the share of national shipping in the carriage of country’s overseas trade is merely 31.5 per cent
and in case of the general cargo, the share is even lower, i.e. only about 8 per cent.  Continued slippages in
the share of Indian shipping in the carriage of India’s overseas trade is resulting in increasing dependence
on foreign flag ships for the carriage of overseas trade and in turn causing a drain on precious foreign
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exchange in terms of payment of freight charges, which could otherwise be used for other high priority
imports or for building up indigenous infrastructure.

5.  Availability of international shipping services to trade

The shipping services in India are also patterned similar to the global shipping services, namely,
tramps and liners.  The types of ships engaged in India’s overseas trade include dry cargo liners, cellular
container ships, dry cargo bulk carriers, ore/oil/bulk carriers, oil tankers (product carriers), passenger-
cum-cargo vessels, acid carriers, timer carriers, LPG carriers, RoRo ships, OSVs and specialized ships.
The shipping industry also caters to the requirements of coastal trade and offshore supply vessels (OSVs)
for ONGC and GAIL.

During the last 50 years, India’s overseas trade has expanded considerably both in terms of composi-
tion and direction due to the policy of export promotion being pursued by the Government.  At the same
time, efforts are being made to provide and improve the trade related infrastructure, especially the
transport, to facilitate the movement of traffic more efficiently.   So far as the movement of traffic by ships
to overseas destinations is concerned, both Indian as well as the foreign flag ships operating conference
and non-conference liner shipping services have been providing the services either directly or through
transshipment arrangements for the general cargo in break-bulk or containerized form.  Similarly for the
bulk cargo moving either as imports or exports, the services of tramp ships both Indian and foreign usually
engaged on chartering basis are available to all the destinations.

6.  Port infrastructure for foreign trade

India is served by twelve major ports, handling more than 75 per cent of the total sea borne trade, and
a number of small and minor ports, located along country’s coastline.  The development of major ports is
the responsibility of the Central Government, while the operational and administrative responsibility for
the development of the intermediate and minor ports rests with the maritime states under whose jurisdic-
tion they fall, although technical assistance wherever necessary is provided by the Central Government.

7.  Port capacity and traffic throughput

Ever since the beginning of planning era, i.e., 1950-51, expansion of port capacity has been
an important aspect of development programmes obviously due to increasing volume of traffic.  There
has been progressive development towards capacity building during the past decade or so.  The table
(table 1) in the next page gives the trends in ports capacity, traffic throughput and the capacity utilization
from 1984-85 onwards:

The total capacity at the major ports is expected to be 344 million tons at the end of Ninth Five Year
Plan (31 March 2002) against the envisaged traffic of about 300 million tons (about 86 per cent capacity
utilization), thus bringing a great relief to the existing overworked ports.  Besides, the port development
projects taken up by the state governments in respect of minor ports and also the establishment of captive
ports would boost the capacity expansion programmes in the port sector.

8.  Privatization/liberalization of port sector

In order to accelerate the pace of privatization, in line with the overall policy of liberalization of the
Government, policy guidelines on private sector participation in port development were issued by the
Ministry in 1996.  As a result, a substantial capacity, particular container handling facilities funded
through private sector funds has been created during the Ninth Five Year Plan.

The port services in India is one of the most liberalized sectors in the world, as most of the port
services are now open for private sector participation, including foreigners.  The foreign port operators
have responded in operation of container terminals.  At present, 3 most prestigious container terminals one
each in Jawaharlal Nehru, Chennai and Tuticorin ports are being operated by the foreign companies.  This
has, on the one hand enhanced the capacity of ports, on the other hand has set benchmark for efficiency,
leading to much reduced waiting time for ships as also the time taken at the berth has been reduced
drastically.
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B.  Existing policies/laws/regulations

1.  Market access and restrictions on specific trades

Market access, i.e. access to the carriage of cargo traffic assumes a great significance so far as
shipping services are concerned.  The dearth or denial of opportunity to carry cargo, both bulk as well as
break-bulk, even originating in their own countries or belonging to them is one of the most important
factors inhibiting participation of mercantile fleet of developing countries.  This is primarily due to the
terms of trade being used by the major trading partners of the developing countries which are more
favourable to them, i.e., buying on FOB/FAS and selling on CIF/CFR basis.

Imposition of restrictions on maritime transport services can adversely affect the price, reliability
and quality of these services.  These are in fact barriers that limit maritime service suppliers from
entering or operating in a market.  Such restrictions are imposed by some governments through legislation
and regulation.  Such restrictions may be discriminatory or non-discriminatory against foreign service
suppliers.

Cargo support in favour of national shipping is nearly universal, since reservation of national cargoes
for national bottoms provides the national fleet with a certain degree of stability in an otherwise violently
cyclical market. This stability has an extremely positive impact on the eventual financial strength of
national shipping companies and their ability to raise capital competitively.  In case of Indian shipping as
well, cargo support was made a cardinal principle of national policy which proved to be a great source of
strength in promoting the growth of the national fleet.  Since the key to cargo support is provided by
controlling the terms of shipment to buy on FOB and sell on CIF basis, the Government of India also
formulated a policy of FOB/FAS imports and CIF exports in 1957.

The policy of buying on FOB/FAS and selling on CFR/CIF basis in respect of Government cargoes
on account of Central Ministries and the Departments/State Governments and its Departments, Public
Sector.

Undertakings and Projects under them was felt necessary due to a host of factors.  For example:

(i) Retaining control over shipping,

(ii) Providing cargo support to Indian shipping,

India

Table 1. Total Capacity and Traffic Handled at Major Ports
(In Million Tons)

Year Capacity Traffic Handled
Capacity Utilization

(Per cent)

1984-85 132.7 107.8 81
1985-86 141.9 119.5 84
1986-87 141.9 124.4 88
1987-88 141.9 133.7 94
1988-89 141.9 146.4 103
1989-90 162.8 148.4 91
1990-91 162.8 152.9 94
1991-92 169.2 157.6 93
1992-93 170.2 166.6 98
1993-94 170.2 179.3 105
1994-95 174.0 197.2 113
1995-96 181.2 215.3 119
1996-97 219.5 227.3 104
1997-98 239.5 251.4 105
1998-99 254.4 251.7 105
1999-00 254.4 272.0 107
2000-01 291.0 281.0 91
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(iii) Saving outgo of valuable foreign exchange and earning foreign exchange in cross trades,

(iv) Controlling freight level and commodity price in national interest, etc.  Under this arrangement,
the government owned/controlled cargo is channeled by the charting wing of the Ministry of
Shipping, called Transchart.  As per this policy the first right of refusal for carriage of such
cargo was given to Indian vessels.

However, pursuant to the policy of trade liberalization in mid-1991 resulting in decanalization of
various items, like rock phosphate, sulphur, ammonia, phosphorus acid, DAP, MOP, etc. and entry of
private trade in import of these items, Transchart’s role for making shipments arrangements for the
cargoes under reference has been marginalized and the same is likely to further go down in the near
future due to the changing pattern of trade in which private sector will be having a greater role to play.

Moreover, the declining share of national carriers in the total overseas trade of the country and
remaining within a range of 28 per cent to 35 per cent especially in the post liberalization era clearly
reflects that India has not been following strictly any cargo support policy even in respect of cargo being
imported or exported by the Public Sector Undertakings, since lately they have been demanding relaxation
in the policy of going through Transchart for making the shipment arrangements due to the growing
competitive business environment in which now they have to operate.

In the context of market access, it may also be highlighted that the lower share of Indian shipping in
the carriage of country’s overseas trade is due to the terms of trade used by India’s trading partners, who,
by and large, have been buying and selling goods on terms more favourable to them.   Thus from India’s
point of view, there is no protection as such for the national carriers and no restrictions for the ships of
other countries to carry cargo from Indian ports.

The carriage of coastal trade is governed under the cabotage principle in many countries, developed
as well as developing.  India too, has a scheme of 100 per cent reservation of coastal trade for the national
carriers, since the movement of traffic within a country’s ocean territory has always been considered as
part of the internal transport system.  However, any dispensation permitting the foreign flag in the coastal
trade is given on voyage to voyage basis.

2.  Bilateral/unilateral cargo reservation schemes

Bilateral shipping arrangements are considered to be an effective tool to ensure cargo support to
the national bottoms and is reportedly used by some of the countries in the world.

Initially, India used to have bilateral trade and shipping agreements with some of the Eastern Bloc
Countries and UAE, according to which there was parity (50:50) in terms of sailings and the carriage of
trade by the carriers of the respective trading partners. This system proved quite effective in ensuring
cargo support for the national carriers and thereby better utilization of ships in the liner trade, especially in
case of India.  However, due to the changes that have taken place in the economies of those countries, over
the period, no such agreements or schemes are currently in force.

3.  Subsidies

Some of the developed countries are reportedly extending the facilities of operational and construction
subsidies, concessional credits, registration of vessels in open registry countries, tax incentives or assis-
tance for shipbuilding or operation costs aiming at the development of shipping activities or sometimes at
the maintenance of already established position of their national merchant fleet.  For the carriage of
donation cargo, not only preference is given to the national ships, but there is also scheme of subsidizing
the carriage of such cargo.  Non-financial support include measures like cargo reservations and cargo
preferences for national carriers.

In India, grant of soft loan funding assistance for ship acquisitions was one of measures taken by the
Government for the development of national shipping and for this Shipping Development Fund Committee

India



43

(SDFC) was set up in 1958.  SDFC disbursed large amounts at very attractive rates of interest varying
from 3 per cent during 1959 to 1971 to 7.5 per cent from 1980 to 1986.  However, SDFC was abolished in
1987 and now no one financial institute has been given an exclusive mandate for financing the shipping
sector. Similarly adoption of certain fiscal measures, e.g. additional 1 per cent REP license in case of
utilization of national carrier for the carriage, were also directed towards the development of shipping
fleet.  All schemes have been removed during the past one and a half decades, especially after the
introduction of the policy of liberalization.  Since the financial support to the shipping industry is almost
non-existent, the same has been left with no option but to take care of its requirement through ECBs or
such other instruments so far as the raising of funds for acquisition of ships is concerned.

Further, there exists no scheme for subsidizing the national carriers in the carriage of cargo and
there is also no cargo preference for them and the trade is thus open for being carried by the ships offering
competitive freight rates.  Even in case of shipments of Government controlled cargoes or the cargoes
traded by the Public Sector Undertakings for which the fixation of ships by Transchart is done, Indian
bottoms do not get any price preference, they have to match the lowest price.

4.  Access to port facilities/services for overseas vessels

Indian ports, from the very beginning, have been following the ‘principle of non-discrimination’ in
providing the facilities and services to the ships calling at ports irrespective of their flags.  Likewise, there
is uniformity in levying charges for the port related facilities or services for all the ships.

Ports being the lifeline for the economy as a whole and foreign trade in particular, the need for
efficient services has been well recognized universally.  To bring about improvement in this sector, the
Government has deviated from its erstwhile socio-economic policy and has accepted privatization concept
of construction, development and operation in ports.  The objective of privatization is in terms of techno-
logy, better equipment availability, management, funding, marketing, shift of operation and related risks to
the private entrepreneurs who can have better inputs, commercial practice and flexibility required for
ensuring the needed competition.

Private sector is permitted to construct its own cargo handling facilities at the ports, under Build-
Operate-Transfer format.  There is no distinction between foreign and Indian companies.  100 per cent
Foreign Direct Investment is permitted without specific approvals from the Government authorities.  In
order to provide incentives to the projects to enhance their viability/profitability, corporate tax exemption
has been provided for 10 years and the import of project and its component is permitted on concessional
import duty bases.  In the maritime auxiliary services, there are no limitations on market access, nor are
there any limitations on national treatment in the commercial presence in the areas of Maritime Cargo
Handling services; Storage and Warehousing services in ports; Container Station and Depot Services;
Maritime Agency services; Maritime Freight Forwarding services and maintenance and repairs of sea
going vessels.

C.  National (plan/policy) towards liberalization

1.  Policy towards liberalization of maritime
transport services

In case of shipping and port sectors, especially, the policy has been towards encouraging openness.
For example, foreign direct investment (FDI) is permissible up to 100 per cent.  Various measures towards
liberalization of shipping sector include automatic approval for acquisition of all categories of ships (except
crude tankers and OSVs) by private shipping companies, sale of ships for further trading/scrapping to
Indian companies within India or abroad, acquisition of replacement tonnage, permitting shipping compa-
nies to retain sale proceeds of Indian ships abroad and utilization of the same for fresh acquisition and
freedom to charter out Indian ships to foreign shipping companies for employment in international cross
trade, on case to case basis.
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D.  India’s participation at the 4th WTO Ministerial
Conference held in Doha

India participated at the 4th WTO Ministerial Conference in Doha from 9-13 November 2001.  The
“Ministerial Declaration” adopted at Doha reaffirms the Guidelines and Procedures for the Negotiations
adopted by the Council for Trade in services on 28th March 2001 as the basis for continuing the negotia-
tions, with a view of achieving the objectives of the General Agreement on Trade in services as stipulated
in the Preamble, Article IV and Article XIX of that Agreement.  The Doha agreement stipulates that the
participants shall submit their initial requests for specific commitments by 30 June 2002 and initial offers
by 31 March 2003.

India is sensitive to the needs of the developing countries and is in the process of examining the matter
in order to finalize its stand with regard to the forthcoming negotiations on Maritime Transport Services.

E.  Preparation for negotiations

1.  Expectations from the forthcoming negotiations on Maritime
Transport Services (MTS) through WTO

Mandated Negotiations under the General Agreement on Trade in Services (GATS) commenced at
the WTO on 1st January 2000.  The main objective of GATS is the expansion of trade in services,
progressive liberalization of such trade through negotiations, transparency of rules and regulations and
increasing participation of developing countries.  Since MTS is governed by the GATS under the WTO
regime, it is expected that this sector will witness significant liberalization through multilateral trade
negotiations.

In the past, the shipping interests of developing countries like India have been adversely affected
because of the policies and practices of the developed countries and their shipping companies.  Therefore,
the burden of making the maritime transport services transparent, non-discriminatory and providing
market access to the shipping industry of the developing countries on a fair and equitable basis lies
squarely on  developed countries.  The developing countries may hope that with the removal of protectionist
policies and practices followed by the developed maritime countries, the former will be having a better
opportunity of improving their shipping fleet as also the share in the carriage of trade.  The participation of
their fleet in cross trade with equal opportunity of carriage of global trade would further result in better
earnings in foreign exchange, besides utilization of increased capacity for carriage of national trade would
give the advantage in terms of savings in the outgo of foreign exchange.   The improvement in shipping fleet
as also in the port sector is expected to bring in better results for the country’s economy as a whole.

F.  The most important limitation expected to be eliminated
or reduced through such negotiations

Services trade has emerged as an important and growing part of the world economy accounting
for increasing shares of production, employment and international transactions.  The share of services
in the world trade as well as the majority of domestic activities in most economies is reportedly around
20 per cent.

Developing and transition economies can expect to compete effectively in the services sectors
covered by GATS.  The range of services currently being exported by some of the countries falling under
the above group includes the transport services.

Currently the most important limitation for the maritime transport services of the developing
maritime nations is the market access, i.e., the denial of opportunity to carry even the national trade.
Though the cargo may originate in the developing countries, their national shipping has no claim on the
carriage of the same, since the carriage of cargo is very much dependent on the terms of trade used by the
overseas buyers, especially buyers from developed countries.  In case of India, it has been observed that,

India



45

barring strategic cargo like crude and petroleum products, the requirement of which is mostly met through
imports, majority of the cargo in bulk and break-bulk trade is being carried by the ships belonging either to
the importing countries or FOC (Flag of Convenience) countries, where again the ownership is with the
leading maritime countries.  The ships registered with FOC countries are offering competitive freight
charges due to their inherent advantage in terms of lower operating costs.   In the interest of providing
opportunities for a fair share in their trades, the issue of ‘market access’ has to be considered based on
GATS rules.  The negotiations would hopefully do away with the limitation in this regard and the
maritime transport services of developing countries like India might benefit from such a move.

India
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COUNTRY REPORT OF INDONESIA

A.  Introduction

Indonesia is the largest archipelago in the world, which consists of more than 17,000 islands.  It is
located in the crossroad between the Asia and Australia continent and between the Pacific and Indian
Ocean.  Its territory is spread from Sabang in the west to Merauke in the east, which is called as bounded
pearls in the eastern hemisphere.  The Indonesian sea area is about 7.9 million square kilometre including
exclusive economic zone, or four times than its land area.

Indonesia is heavily dependent on maritime transport for international as well as for domestic trade
especially because of her archipelagic nature.  The development of shipping and port services throughout
the country has long been a priority of the Government of Indonesia, and mostly influenced by the
development of surrounded strategic environment.

Over the years, Indonesia’s maritime sector has evolved from a very extensive public sector involve-
ment and restrictive licensing and regulatory regime to a much more liberalized and decentralized
system.

Indonesia started deregulate its maritime sector in 1985 and has progressed to the current stage
which allows among other foreign shipping lines to call at all of ports in the country which are opened for
international trade, meaning they could access to the market of export and import cargoes from/to
Indonesia.

In addition to those policy, Indonesia has no bilateral/unilateral cargo reservation schemes except for
“cabotage” and specific government cargoes, and also accords no different treatment for overseas vessel
to access to/use of port facilities.

The regulatory measures are now being incorporated into a legal framework for the sub-sector,
comprising the Law 21 of 1992 together with its implementing regulations.

Those measures reflect the liberalization policy on maritime transport services based on “unilateral
action” and has created an extensive network of shipping services provided  by a large number of foreign
shipping lines and a few domestic shipping lines which have supported the country’s growing international
trade.

The liberalization policy of maritime transport services is part of the entire deregulation programme
in various economic sectors, such as trade in goods, taxation, finance, investment, monetary, and other
sectors.  The deregulation programme has been implemented intensively since the early 1980s.

B.  Current status of maritime transport industry

1.  The national sea transport condition

During the last 5 years, from 1996 up to 2000, we see that the number of shipping companies had
been sharply increased, starting from 1,156 companies in 1996 to become 1,724 companies in 2000 or
increased by 568 companies (average increasing 10.5 per cent p.a).  This was caused by Deregulation
policy on Sea Transport, which was determined in the Package of Policy 21 November 1988 through the
Government Regulation No. 17/1988.  (See Annex 1).

Meanwhile, in the same period from 1996 up to 2000, the number of national merchant fleet was also
increasing properly in terms of unit, from 6,156 units in 1996 to become 9,195 units in 2000 (average
increasing 11.3 per cent p.a), but only slight increasing in terms of capacity, from 6,654,753 DWT in 1996
to become 7,715,438 DWT in 2000.
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In the same period from 1996 up to 2000, we see that the volume of sea born trade had been
increased by the average growth 3 per cent p.a.  In 1996 the volume of cargo by sea transport was amount
to 365,634,280 tons, while in 2000 it had been increased to become 417,287,411 tons or increased by
51,653,131 tons.

In fact, the national fleet  (Indonesian flagged vessel) could not serve all the national trade needed by
sea transport.  Consequently, even for domestic shipping, Indonesia still to use the foreign fleet by charter
basis.  For example, in the year 2000 the number of ships which is used for domestic shipping by charter
basis amount to 1,777 units with the capacity 5,122,307 DWT, and could reach about 31 per cent of the
market share of national sea transport.  (See Annex 2).

Some factors, which obstruct the national shipping companies to grow and having the competitive-
ness, are:

(a) The high interest rate in national banking system;
(b) Subsidy is not available;
(c) The ship-owners are not capable to develop their fleet by self-financing;
(d) The limit facilities and infrastructure of national ports;
(e) The reliable information network is not available yet.

2.  International shipping services available to facilitate trade

The current conditions of national shipping industry is very poor and could not present their optimum
performance, especially in international shipping market.  We see that Indonesian merchant fleet could not
compete with the foreign fleet in many aspects, such as the size, age, technology and the speed of ships.
This condition is obviously shows the level of national fleet’s sea transport competition.  The trend shows
that the market share of Indonesian fleet in international shipping only reach around 3 per cent to 5 per
cent during the last 5 years period.  Meanwhile, the remaining of market share in the same period was
controlled by foreign fleet or by non-Indonesian flagged vessel calling to and from Indonesian ports.  (See
Annex 3).

C.  Liberalization of maritime transport services
under WTO/GATS

As it is already known, the World Trade Organization (WTO) was established on 1 January 1995 as a
result of Uruguay Multilateral Trade Negotiations under the auspices of GATT.  Uruguay Round was the
latest round of the trade negotiations and most extensive.

The WTO is the legal and institutional foundation on the multilateral trading system.  It provides the
principal contractual obligations determining how government frame and implement domestic trade legis-
lations and regulations.  And it is a platform on which trade relations among countries evolve through
collective debate, negotiations and adjudication.

As the legal foundation, the WTO Agreement contains some 29 individual texts covering everything
related to trade in goods, trade in services, government procurement, rules of origin, and intellectual
property.

Added to these, are more than 25 additional Ministerial Declarations, Decisions, and Understanding
which spell out further obligations and commitments for WTO members.

With regard to trade in services, the negotiations in Uruguay Round agreed to establish a set of
multilateral, legal enforceable rules of international trade in services covering general principles, and
obligations (main text), annexes dealing with rules of specific sector, and individual country specific
commitments to provide access to their market.  This set of rules is called The General Agreement of
Trade in Services (GATS).
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With regard to annexes dealing with rules for specific sectors, one of these annexes is maritime
transport services.

1.  Proceeding maritime transport negotiations

At the end of Uruguay Round (The Marakesh Ministerial Meeting held on 12-15 April 1994) the
Trade Negotiations Committee adopted the Decision on Negotiations Group on Maritime Transport
Services (NGMTS) and mandated the Group to hold negotiations on maritime transport services and
was scheduled to conclude in June 1996.

It is also stated that the negotiation shall be comprehensive in scope, aiming at commitments in
international shipping, auxiliary services, access to and use of port facilities.

Indonesia joined the NGMTS as a full member since the establishment of the Group.  In the process
of NGMTS negotiations, Indonesia was required to improve her initial commitments had been made in
Uruguay Round.

As have been described earlier, maritime transport negotiations were originally scheduled to
conclude in June 1996, but participant failed to agree on package of commitments and the NGMTS
decided to suspend the negotiations and to resume them with the commencement of comprehensive
negotiations on services due to start no later than 2000 (the decision was taken in that time).

After the suspension of negotiations, Indonesia notified to commit the “1993 initial commitment” had
been made in the Uruguay Round as a basis for further negotiations in resume session.

D.  Further negotiations

The very important role of maritime transport services in Indonesia could be viewed not only as
supporting and promoting international trade as well as domestic trade and socio/economic development,
but also as a services trade by whom have been provided thousand of domestic operator and so many
people relying on the industry.

The two fold important role of maritime transport services in Indonesia should be taken into account
in designing liberalization policy on maritime transport services.

As a member of the WTO, Indonesia is aware of the obligations to be fulfilled in implementing
liberalization of maritime transport under GATS.

Indonesia also realizes that liberalization of maritime transport services will contribute to national,
regional, as well as to world economic growth, however the level of national development in this sector
should be prudently taken into account.

It is along those lines that improvement of commitments for the next round of negotiations should
be undertaken in such a manner as not jeopardizing the domestic shipping lines at present stage of
development, especially in the current unfavourable economic/political condition.

On the other hand, participation of foreign shipping lines in Indonesia’s international freight transport
have been very substantial and liberal since 16 years ago.

1.  Participation at the 4th WTO Ministerial Conference

Indonesia joined to participate at the 4th WTO Ministerial Conference which was held in Doha from
9 to 13 November 2001.  The position of Indonesia in the meeting tried to maintain the balance of the
interest between the developed countries and the developing countries.
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Regarding the Ministerial Declaration, Indonesia has some notes, as the following:

(a) Labour standard

The developing countries included Indonesia did not agree that the labour standard to be put in the
main declaration, and put it as Consideration only.

(b) Indonesia also welcomed for the People Republic of China and China Taipei
as a new member in WTO

(c) Services

Indonesia will intensively making effort for the realization of “emergency safeguard measures”
in the next negotiation.

(d) New issues

Indonesia has not been in the position to negotiate the new issues, and proposed to continue the study
which has been done by the Working Group.

(e) Technical assistance and capacity building

It is mentioned that Secretariat of WTO in cooperation with donor countries will provide the
technical assistance for the developing countries in the frame of the capacity building of the developing
countries.
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Indonesia

ANNEXES

Annex 1

The National Fleet Figure 1996-2000

National Fleet1) Foreign Fleet2)

Year
Unit Capacity

(DWT) Unit Capacity
(DWT)

Volume
of Cargo

(Ton)
Remarks

1996 6,156 6,654,753 6,314 128,240,296 379,776,945

1997 8,007 6,835,747 6,629 134,652,310 257,518,661

1998 8,517 7,193,480 6,134 119,403,253 266,786,476

1999 9,040 7,439,623 6,248 121,019,087 334,759,389

2000 9,195 7,715,438 7,406 205,232,017 417,287,411

1) Only Indonesian
Flag.

2) Using Indonesian
Shipping as General
Agent.

Annex 2

Domestic Cargoes Carried by
National Fleet and Foreign Fleet Used by Charter Basis 1996-2000

Year

Description
1996 1997 1998 1999 2000

National fleet 54,142,669 T 28,030,904 T 27,257,441 T 58,547,802 T 39,994,170 T
(63 %) (63 %) (68 %) (62 %) (69 %)

Foreign fleet used by 31,643,597 T 15,859,124 T 12,586,350 T 34,723,742 T 17,647,844 T
Charter basis (37 %) (37 %) (32 %) (38 %) (31 %)

Total 85,786,266 T 43,890,028 T 39,843,791 T 93,271,544 T 57,642,014 T
(100 %) (100 %) (100 %) (100 %) (100 %)

Annex 3

Export/Import Cargoes Carried by National and Foreign Fleet 1996-2000

Year

Description
1996 1997 1998 1999 2000

National fleet 22,074,736 T 7,063,234 T 9,381,171 T 16,080,989 T 16,680,570 T
(5.6 %) (3.9 %) (3.5 %) (4.8 %) (4.6 %)

Foreign fleet 343,559,544 T 250,455,427 T 257,405,305 T 318,678,400 T 342,964,827 T
(94.4 %) (96.1 %) (96.5 %) (95.2 %) (95.4 %)

Total 365,634,280 T 257,518.661 T 266,786,476 T 334,759,389 T 417,287,411 T
(100 %) (100 %) (100 %) (100 %) (100 %)



52



53

COUNTRY REPORT OF JAPAN

Foreword

The 4th WTO Ministerial conference, held in Doha in November of last year, succeeded in launching
a new round of negotiations, called “the Doha Development Agenda” in which service negotiations,
including maritime transport, have also been adequately placed.  I expect the negotiations on maritime
transport services to be accelerated during the Doha Agenda.  It is remarkable that the “Regional
Seminar on Liberalization of Maritime Transport Services under WTO GATS” is being held here at this
time with the participation of many important member countries of the ESCAP.  I would like to express my
cordial respects to the Secretariat of the ESCAP and other distinguished delegates for their efforts in
organizing this seminar in this successful manner.

1.  Current status on maritime transport in Japan

• The Japanese economy depends on importing natural resources and exporting manufactured
goods.  International maritime transport, which remains by far the main mode of international
cargo transport, constitutes a vital position in the industrial infrastructure of Japan.

• Policy on international maritime transport in Japan is based on “the principle of free circulation
of shipping”.  It may be said that the Japanese system concerning international maritime
transport is the most advanced in the world in terms of liberalization.

• The international maritime transport industry in Japan has strengthened international competi-
tiveness under such a principle.  This highly competitive industry, in which foreign companies
freely do business in the Japanese market, provides a stable supply of international maritime
transport services that are indispensable to the economic activities in Japan.

• In 2000, the Japanese merchant fleet of vessels over 2,000 gross tons consisted of 2,039 vessels
aggregating 102.5 million deadweight tons.  The amount of cargo transported by the Japanese
merchant fleet totaled 724.6 million tons, accounting for approximately 13 per cent of the
world total for seaborne transport volume.

• As for the composition of Japanese merchant fleet in 2000, the number of Japanese-flag vessels
accounted for 134 vessels totaling 14.38 million deadweight tons, continuing downward trend.

• As for ports in Japan, at present, there are 128 “Important ports”.  Foreign container volume at
Japanese ports in 1999 amounted to 172 million tons.

2.  Importance of WTO negotiations on maritime
transport services

• International maritime transport services are the primary transportation mode for the transpor-
tation of goods.  Maritime Transport is thus an important facilitator of world trade, and this role
becomes even more apparent and crucial in an expanded and diversified world trade system.
Closed and ineffective maritime transport cause economic activities to shrink.

• International maritime transport services are provided in a single international market.
International maritime transport services have recently been becoming more globalized by
developing from conventional bilateral trading services to global network services.  This means
that the competition field is also becoming more global.  Therefore, rules necessary for fair
competition must cover the whole global field.  In this regard, the WTO, consisting of 144
Member countries, is the most effective rule making organization for concerning international
competition.
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• The steps we have taken for the liberalization of services trade based on the GATS multilateral
system, and reinforced by the advancement of globalization, have made a substantial contribu-
tion to the expansion of trade in services.  This has been achieved through lowering entry costs
and raising legal transparency and predictability in domestic regulations.

• Regrettably, maritime transport services, which have not reached an agreement since the last
negotiations, are virtually out of the scope of the GATS.  We should put the services under the
GATS multilateral system and fully enjoy the benefits from its functions.

 Changes in the Composition of Japanese Merchant Fleet1

1 Compiled by Maritime Bureau, the Ministry of Land, Infrastructure and Transport:

Notes: 1. Simply chartered foreign-flag vessels are considered to include foreign vessels subject to control by Japanese
oceangoing shipping firms under long-term contracts.

2. All figures are rounded.
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3.  Japan’s views on how the WTO negotiations on maritime
transport services should proceed

• The negotiations on trade in services commenced in the beginning of 2000.  The special session
of the Council for Trade in Services is the sole negotiating body.  However several informal
plurilateral meetings on specific issues have been held on a voluntary basis among interested
members.

• Since July 2000, as one such kind of informal meeting framework, the “Maritime Friends
Meetings” hosted by Japan have been held regularly in Geneva.  The Maritime Friends Meeting
members are Australia; Canada; EC; Hong Kong, China; Korea; Norway; Singapore; and
Japan.  We have exchanged our views informally and have reached fruitful outcomes (joint
statement on maritime negotiations (S/CSS/W/8).

• Several negotiating proposals on maritime transport services have been submitted by Members,
and active discussions have been held in the Council for Trade in Service, since the Maritime
Friends Members submitted their joint statement on maritime negotiations in October 2000,
appealing for the resumption of substantial negotiations on maritime transport services at as
early stage as possible.

• As a result of discussions so far in the WTO, we are achieving consensus on some points.
The main points are:

– Decision adopted by the Council for Trade in Service on 28 June 1996, which decided the
suspension and future resumption of the previous negotiations on Maritime Transport
Services, should be the starting point of the current negotiations.

– Previous results of the UR and its successive negotiations such as the model schedule
should be utilized in the resumed negotiations, and

– The negotiations should be conducted based on the three pillars established in the model
schedule, namely, international maritime transport, maritime auxiliary services, and
access and use of services at ports.  In addition to the three pillars, multimodal or
intermodal transport should be appropriately considered as well.

• As for complicated issues, such as how to incorporate multimodal transport, further examina-
tion and discussion should be closely conducted.  It is practical that such discussion requiring
much expertise should be started on an informal basis, for example, within the Maritime
Friends Meetings.  Any countries which are interested in participation in the Friends Meetings,
are welcomed to contact us.

• Japan is now drafting its proposal on how to incorporate multimodal elements into the model
schedule.  Its basic concept is:

“We should examine as to which activities should be focused upon in order to avoid any diversion
and to gain a meaningful liberalization in multimodal transport, which, in principle, contains
various complex activities.  The importance of the concept “multimodal” has been recognized
in consistent with the development of containerization in maritime transport.  In this regard, we
can focus discussions on carriage by means of maritime containers.  Here, Japan would like to
propose a methodology to deal with multimodal transport as being maritime transport services
related to carriage by using maritime containers.”

• Members who have an interest in our proposal and require more details, please contact our
delegation later.
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4.  Merits for developing countries

(Merits of liberalization in maritime transport services for developing countries)

• Also in the case of developing countries, maritime transport services represent important
infrastructure.  Stable availability of efficient maritime transport services is vital for the
development of global economic activities involving developing countries.  It is expected that
stable supply of efficient maritime transport services in a country brings its overall industries
significant benefits such as promotion of foreign investments and expansion of employment
opportunities.

• To ensure the stable supply of efficient maritime transport services, I consider that two methods
of approach may be sought:

– First, promotion of maritime transport industries in their own countries to obtain real
international competitiveness by improving effectiveness equal to foreign companies.  The
best way to foster their international competitiveness lies, not in protection, but in further
liberalization.  When looking at the GATS, one can see that it is equipped with the process
of progressive liberalization for developing countries.

– Second, use of foreign companies, through an open market.  For this purpose, reduction
and elimination of limitations and barriers against market entry by foreign companies is
needed, as well as development of circumstances where fair competition rules are well
developed so that foreign companies are not discouraged to enter into the market.  In this
regard, it is useful to utilize the system for progressive open and fair market rules under
the GATS.

Others merits of GATS

• It may also be expected that more open maritime markets will bring more momentum for
international cooperation such as in the field of port facilities development, and more opportu-
nities for recruiting national seafarers into the market.

• On the other hand, in accordance with the Most-Favoured-Nation Treatment “MFN”, which is
one of the main principles of the GATS, national shipping companies in each Member country,
in principle, are accorded no less favourable treatment by all other Member countries.  In this
regard, it should be noted that companies in any Member countries are given equal and fair
conditions for their supply of maritime transport services into the territories of other Member
countries.

• Furthermore, as one of the most important merits of the GATS, I would like to point out that
there is a multilateral system to settle trade disputes.  A conventional measure for dispute
settlements through bilateral negotiations has no other function than unilateral pressure.  The
GATS ensures a dispute settlement mechanism, in which a Panel is established which makes
an objective assessment of the disputed matter, with participation of not only the parties to the
dispute, but also third parties.

Principal spirit of progressive liberalization and flexibility for developing countries in the GATS

• The preamble to the GATS stipulates the desire “to facilitate the increasing participation of
developing countries in trade in services and the expansion of their service exports, including,
inter alia, through the strengthening of their domestic services capacity and its efficiency and
competitiveness”.  This spirit is reflected throughout the GATS.

• Concretely, provisions necessary for “Increasing Participation of Developing Countries” are
set in Article IV.

• Article XIX, which provides for Negotiation of Specific Commitments, stipulates that; “There
shall be appropriate flexibility for individual developing country Members for opening fewer
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sectors, liberalizing fewer types of transactions, progressively extending market access in line
with their development situation and, when making access to their markets available to foreign
service suppliers, attaching to such access conditions aimed at achieving the objectives referred
to in Article IV.”

• Under the GATS, each member sets out in its schedule specific commitments such as regarding
“Market Access” by means of a positive list approach.  This approach allows Members to
undertake commitments with some conditions or limitations, if necessary.  Specific commit-
ments in a sector of a country are to be agreed upon as a result of practical request-offer
negotiations. In the course of such negotiations, however, due attention should be paid to the level
of its development in the sector.  Members, if their stance is so negative as to keep themselves
away from participation in negotiations or to pay no attention to requests from other Members,
could not then enjoy the various benefits of these meaningful provisions of the GATS.

5.  Calling on the ESCAP members to actively participate
in these negotiations on maritime transport services

• As I explained, the GATS has sufficient functions to accord benefits enjoyed by all member
countries, whether they be developed or developing countries.  Where there is no relevant rule,
the distortion of competition must be followed.  No winner in such distortive competition holds a
real ability to provide efficient services.  It can be said that development of the fair competition
field, under relevant rules, will provide a basis for efficient services to be supplied.

• Japan believes that we, Members, should do our best to lead the current negotiations to a
successful agreement on Maritime Transport Services.  To ensure this positive outcome, active
participation of the ESCAP members in the negotiations is essential.

In conclusion, Japan would like to repeatedly call on the ESCAP members to reaffirm the benefits
brought by the GATS, and also expects all participants to examine the knowledge and information gained in
this seminar, and to feed these outcomes into positive contributions to the negotiations in Geneva.
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COUNTRY REPORT OF MALAYSIA

A.  Current status of maritime transport
industry in Malaysia

The development of the Malaysian shipping industry has been closely linked to national policy, which
emphasises on greater self-sufficiency in shipping services.  This is primarily aimed at reducing the
severe outflow of freight payments to non-national shipping lines.  In this regard the Malaysian maritime
industry is considered as still in its infancy stage.  As a trade dependent economy, the government felt it is
necessary to promote the growth of a national merchant fleet to enable the carriage of more national cargo
on national-flagged ships.  Over the years, the Malaysian industry grew gradually as a result of various
measures and initiatives specifically geared by the government.

1.  Shipping fleet

The Malaysian shipping fleet size, which stood at just 200,000 GRT in 1968, now composed of a
diversified fleet of nearly 3,210 ships totalling 6.55 million GRT.  The composition of the Malaysian fleet
is as per Annex 1.  Tankers and liquid bulk carriers account for one-third of the Malaysian GRT.
Approximately, general cargo and bulk carriers account for 35 per cent.  However, container ships
accounts for only 10 per cent of the Malaysian GRT.  The establishment of the Malaysia International
Shipping Corporation (MISC) by the government in 1968 marked the entry of Malaysian shipping industry
into international shipping.  In 1982, MISC pioneered the introduction of containerised shipping in
Malaysian domestic trade with two purpose-built 292-TEU containership.  Since then, other Malaysian
shipping lines have injected second-hand containership into the Malaysian coastal trade.  At the moment,
MISC remains the owner and operator of the largest fleet of Malaysian registered containerships with
27 vessels ranging from 495 TEUs to 4,469 TEUs.  The combined nominal shipboard capacity is 38,339
TEUs.  This places MISC in the 17th ranking for the world’s top 20 containership owner-operator league
based on Clarkson Containership Register.  Beside MISC, there are also number of shipping companies
involve in international trade, such as Halim Mazmin Berhad, Nepline, Global Carriers, PDZ, and
Malaysian Merchant Marine Berhad (please refer to the website at http://www.malaysianshipowners.
org/).  Overall, the Malaysian merchant fleet is still very small by global standards and currently carries
less the 20 per cent of Malaysian cargo.  This indicates that international shipping is already a very liberal
sector for Malaysia.

2.  Port development

Ports in Malaysia can be classified as Federal Ports and State Ports (Annex 2 elaborates more on the
policy of Malaysian Government for the port sector).  Apart from these big ports, there are other minor
ports and landing places which come under the purview of the Marine Department.  The federal ports,
which are under the jurisdiction of the Ministry of Transport, are further divided into major and minor
ports.  There are at present seven major federal ports i.e. Port Klang, Penang Port, Bintulu Port, Johor
Port, Pasir Gudang Port, Pelabuhan Tanjung Pelepas, Kuantan Port and Kemaman Port (refer to Annex 3
for information on facilities at major ports in Malaysia).  Out of seven federal ports, 6 of them except
Kemaman port have been privatised.  These ports are regulated by port authorities.  An estimated 80
minor ports or jetties are under the control of Marine Department.  The ports in Sabah and Sarawak are
also administered by port authorities, which report directly to the respective State Ministry concern.

Over the years, in tandem with the growth of Malaysia’s trade, a steady growth of volume handled has
been experienced in all the ports.  The tonnage was 60.3 million freightweight tons in 1985, 99.8 million
tons in 1990 and stood at 179.3 million tons in 1999.  In 2000, Malaysian ports handled 190.1 million
freightweight tons of cargo i.e. an increase of 90 per cent over 1990 figures of 99.8 million tons
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freightweight (Annex 4).  For containers, Malaysian ports handled 4.89 million TEU’s in 2000 i.e. an
increase of 22.7 per cent over the 1999 figure of 3.99 million TEU’s.  (Annex 5)

B.  Existing policies/laws regulation

Malaysia has offered its commitments including in areas such as international transport of goods and
passengers, vessel salvage and reflotation services (in both intances with a 30 per cent ceiling on foreign
investment) and access to and use of nine types of habour services (ranging from pilotage, towing, bunker/
water, navigation aids, shore-based operational services and anchorage/berthing).  (Annex 6 for Malaysia’s
sector-specific commitments).   These are included in the draft schedule on maritime transport services
of March 1996, following the meeting of the Negotiating Group on Maritime Transport Services.

It is also significant to note that Malaysia has allowed limited liberalization of its cabotage policy that
restricts the trade between Malaysian ports to only Malaysian-flag vessels.  This is despite the fact that
member countries need not offer cabotage in the context of shipping negotiations.

Under a relaxation of the policy initiative four years ago, foreign companies and non-national flag
vessels are allowed to carry cargo between specified Malaysian ports as part of the international leg of
ocean transportation.  In particular, the relaxation is aimed at fostering the load centering at Port Klang.

In the effort to assist the development of the merchant fleet, various incentives were introduced over
the years e.g.:

(i) Exemption from import duties – where ships above 4,000 GRT are exempted from import duty;

(ii) Accelerated depreciation on ships – is allowed with an initial first year capital allowance of
20 per cent and a further special allowance of 6-10 per cent;

(iii) Tax exemption for income from shipping business.  Any dividend paid out of such an exempt
account is also exempted from tax;

(iv) Tax exemption for seamen serving on board Malaysian ships;

(v) Setting up of a Shipping Fund to provide long term financial assistance for the acquisition of
ships to ply domestic and international routes;

C.  Malaysia’s position vis-à-vis GATS

Malaysia’s participation in the negotiations have been guided by the overall stand that liberalization of
the services sector will be progressive and in accordance with the developmental needs of the country.
Malaysia has adopted the following positions on specific issues:

– Negotiating approach – the request-offer approach is Malaysia’s preferred approach.  This
approach would allow Malaysia to decide on the sector and the level of liberalization.  Malaysia
is prepared to consider other appropriate approaches that would benefit the country.

– Participation of developing countries – to ensure benefits and more effective participation of
developing countries in services trade there must be greater liberalization in sectors and
modes of supply of export interest to developing countries.

Malaysia’s participation in bilateral negotiations will be guided by:

– Need to pursue market access in both developed and developing country markets in areas
where Malaysia is competitive.

(Several niche areas can be pursued e.g. the professional services, education, health and
tourism).

– Reciprocity for market access concessions sought.  Flexibility in provisions for developing
countries and progressive liberalization.
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Autonomous Liberalization – to request credit for autonomous liberalization measures undertaken
since the UR.

GATS framework – the current framework contains a carve out provision for financial services.
This provision allows Malaysia to take measures for prudential reasons or to ensure the integrity and
stability of the financial system.  Review of the GATS should not alter this framework.

Work programme

A national working group on services and several sectoral working groups have been established to
work on Malaysia’s national position on services negotiations.  The WG on Services is made up of
representatives from key agencies and regulators directly involved with trade in services while each of
the Sectoral WG involves related professional bodies and industry associations for technical participation
and consultations.

Main function of the Sectoral WG:

(a) Respond to trade partners’ requests on market access and preparation of Malaysia’s offers;
(b) Prepare Malaysia’s request lists for market access in identified members’ countries;
(c) Examine cross cutting issues affecting services and;
(d) Identify and consider the possibility further liberalization of services sub-sectors.

Consultations with the private sector and briefings on developments in services negotiations to key
service providers and industry associations will continue.

D.  Globalization challenges to the Malaysian
maritime sector

The major impact of globalization arose primarily because modern technology, including telecommu-
nications, the PC and the Internet, has shrunk space and compressed time.  This has led to the rise of
almost instaneous trans-national financial and commercial services, and made possible the fragmentation
and distribution of production across state boundaries.  Modern communications, including transport, is
thus fundamental to globalization.  Flowing from this is the fact that the state is beginning to share
authority with other entities – international institutions (IMF, WTO, World Bank), transnational corpora-
tions (TNCs) and others.  This gives rise to the periodic shipping over-capacity, and hence intense
competition.  In the face of this, countries are attempting to protect their domestic maritime capabilities in
the face of increasingly fierce competition.

Efficient, fast and cheap transport contributed directly to MNCs fragmented production.  As such
transport is considered as a unique service, which facilitates the international exchange of products.
Thus it cannot be denied that liberalization of trade in services can bring down the real cost of trade.
Liberalization of maritime sector has the potential to reduce the transport cost and by opening up the
market to players with the best comparative advantage.  But this also implies that we might me swamped
by giant players, the mega-players with all their economies of scale.  The Malaysian maritime transport
related operators still do not have the capacity, skill and technological capabilities to compete in the
so-called level playing field.  Liberalization therefore may not allow for a free-for-all situation.
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Annex 2

Policy of Malaysian government for the port sector

Malaysian Government’s port policy is as follows:

(i) Supply Driven – provision of ample capacity in ports to ensure that there is not congestion and
zero waiting time for ships.  Some of the main strategies pertaining to this policy are as follows:

– Development and expansion of port facilities
– Enhancing the utilization of existing port facilities
– Improving efficiency and productivity of port operations
– Enhancing port capacities
– Promotion of multimodalizm
– Port privatization
– Development and improvement of ancillary services
– Development and improvement of land-side transportation
– Enhance and promote automation and use of improved technologies in port operations and

Electronic Data interchange (EDI)

(ii) Load Centering – Since 1993, Port Klang has been made the national load centre and the
regional transshipment centre.  Implicity, cargo from all other Malaysian Ports, acting as
feeder ports, would be consolidated where possible through Port Klang.  Strategies outlined in
the plan include:

– Establishment of close linkages with regional ports, as well as other ports in Sabah and
Sarawak through provision of feeder services at reasonable rates

– Supply of efficient facilities and provision of the commercial zone
– Improved back-up facilities
– Volume discount
– Foreign equity participant has been allowed for specific terminal operations

Relation with supervisory bodies
such as Johor Port Authority and the Ministry of Transport

Super visionary bodies such as Johor Port Authority comes under the jurisdiction of the Ministry of
Transport.  The Ministry of Transport (MOT) is responsible for planning, formulating and implementing
policies relating to maritime industry, including ports.  Policy matters include maritime safe, shipping,
pollution, development shipping.  State ports with the exception of Bintulu come under the jurisdiction of
the respective state Ministries.  The role and responsibilities of supervisory bodies are as follows:

– Regulations
– Trade facilitation
– Landlord and Asset Management
– Performance standards
– Provision of license and permits
– Port planning
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Annex 3

Facilities at major ports in Malaysia

Port Klang

Facilities at Port Klang (include Northport and Westport):

1. Terminal equipments

Quay Cranes 35
Rubber Tyred Gantrys 65
Straddle Carries 72
Prime Movers 225
Trailers 244
Other Equipments Reach Stacker.  High Stackers

Forklifts

2. Container Terminal Facilities

(a) Berth
– Berth (No.) 17
– Length (metres) 4,392
– Draft (metres) 13.0-15.0

(b) Storage
– Container Yard (ha) 134.6
– Handling capacity (teus) 65,000
– Annual capacity (teus) 4.6 million
– Reefer points (unit) 870

3. Liquid Bulk Facilities

(a) Berth
– Berth (No.) 6
– Length (metres) 1,829.6
– Draft (metres) 10.0-13.5

(b) Storage (metric ton)
– Vegetable oil 79,406
– Petroleum 1,042,221
– LPG 22,675
– Other Latex, Bunkering,

Chemicals, Ammonia

4. Drybulk Facilities

(a) Berth
– Berth (No.) 7
– Length (metres) 1,528.7
– Draft (metres) 10.0-15.0

(b) Storage (metric tone)
– Covered Area (sq. m.) 295,595
– Open Area (sq. m.) 12,356
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5. General Cargo Facilities

(a) Berth
– Transit shed (sq. m.) 32,656
– Warehouse (sq. m.) 58,718
– Open storage 175,742

Kemaman Port

Berth facilities

Berth No. of Berth Length (m) Draught (m)

Eat Wharf 3 648 16.4
Liquid Chemical Berth 1 240 11.4
LPG Export Terminal 1 320 13.0
Kemaman Supply Baseq 5 360 8.0
West Whaf 2 510 14.0
TOTAL 12
Warehouse 1 500 m2

Kuantan Port

Berth facilities

Berth No. of Berth Length (m) Draught (m)

Inner Palm Oil 1 150 8.0
Outer Palm Oil 1 250 11.5
Mineral Oil 1 150 8.0
Liquid Chemical 3 480 11.4
Container 1 200 11.2
Multipurpose 3 525 11.2
Service Jetty 1 140 4.0
1A 1 70 8.0
MTBE (A dedicated Berth 1 240 11.4
owned and used by MTVE Sdn
Bhd subsidiary of Petronas)

Bintulu Port SDN BHD

Type of Berth Length (m) Depth (m)

General Cargo 514.5 10.5
Dry Bulk Cargo 270 13.5
LNG Jetty – 15
Petroleum Jetty 200 11
LPG Jetty – 11
Container Terminal 450 14

Shipping transit time

Kuching 32 hours/1.3 days
Johor 132 hours/5.5 days
Singapore 132 hours/5.5 days
Port Klang 156 hours/6.5 days
Muara 24 hours/1 day
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Storage facilities

Type of Storage No. Area (m2)

Transit Shed 2 10,000
Warehouse 3 7,200
Hazardous Godown 1 312
Open Storage 1 71,900
Rigger Warehouse 1 2.376
Container Open Yard 1 66,450

Penang Port

Container terminals

1. Butterworth Wharves

(a) Berthing
2 berths of 331 metres
Depth alongside is 9.0 metres A.C.D

(b) Storage
1 container yard 15.8 hectars 13.150 teu ground slots
2 container freight stations 11.892 square metres

(c) Equipment Capacity per unit
3 gantry cranes 2 x 35 tons

1 x 40 tons
12 transfer cranes 30.5-40 tons
3 fronted loaders 20-40 tons
16 forklifts 3 tons
75 trailers 20 and 45 feet
2 reach stackers 35.6 tons
28 prime movers
50 reefer points

2. North Butterworth Container Terminal 1 (NBCT1)

(a) Berthing
Wharf 60 m x 56 m
Depth -12 m A.C.D
Approach Bridge 520 m x 19 m
Land Area 42 hectares

(b) Storage
Berth Capacity 407,000 teus per annum
Container Yard 4,400 teu ground slots
Container Freight 8,400 sq. metres
Station

(c) Equipment
5 gantry cranes 40 tons
16 transfer cranes 40 tons
37 prime movers
38 trailers 20 and 45 feet
10 forklifts 3 tons
360 reefer points

Malaysia



67

3. Vegetable oil Tanker Pier

Butterworth wharves

(a) Berthing
1 dolphin berth
Dept alongside is 9.0 metres A.C.D

(b) Storage
92 private tanks with a total capacity of 114.200 tons

(c) Equipment
Pipelines

4. Prai Bulk cargo terminal

(a) Berthing
3 berths of 588 metres
Depth along side is 10.2 metres A.C.D
1 inner berth of 154 metres
Depth alongside is 7.0 metres

1 dolphin berth of 44 metres of dangerous cargo vessels

(b) Storage
13 godowns 88,885 square metres
1 stockpile area 4.7 hectaras

(c) Equipment
1 gantry crane 300 tons/hour
1 kangaroo crane 60 tons hour

Johor Port (Pasir Gudang)

Facilities

Terminal Wharf Length (m) Depth
Alongside (m)

Container CT 1 253 15.0
CT 2 253 15.0
CT 3 253 15.0

Liquid Bulk DCJ 1 200 11.0
DCJ 2 105 8.0
DCJ 3 270 12.0

Oil Bulk Terminal OJT 1 215 11.0
OJT 2 215 9.0
OJT 3 195 11.0
OJT 4 130 9.0

Break Bulk W 1 110 5.8
W 2 183 11.0
W 3 183 11.0

Dry Bulk Terminal W 4 192 12.8
W 5 217 12.8
W 6 214 12.8
W 7 195 13.8

Multipurpose W 8 195 13.8
W 9 195 13.8
W 10 195 13.8
W 11 230 11.0
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Total handling capacity 21,512,112 fwt
Total capacity 38 million ton

Ship turnaround time 33 hours

Tanjung Pelepas Port

Facilities at Pelabuhan Tanjung Pelepas (PTP) are:

(i) Terminal Equipments
– Quay Cranes Panamax 18 units Super Post and Post
– Outreach 53 m
– Yard Cranes 58 Rubber-Tyred Gantry Cranes
– Other equipments Prime movers/reach stackers/fork lifts

(ii) Storage Facilities

– Designed to handle an annual throughput of 3.8 million TEUs
– Total Container Yard area 1.2 million sq. m.
– Total Ground Slots 22.120 TEUs
– Storage Capacity 108,360 TEUs
– Reefer Points 2.100 pts

(iii) Berth Facilities

– Linear Wharf 2.16 km
– Berth 1 & 2 720 m/operational January 2000
– Berth 2 & 3 720 m/operational by Mid-2000
– Berths 4 & 5 720 m/operational by Mid-2001
– Draft Alongside 15 m

Shipping Agreements

Main Elements of a Shipping Agreement:

– Reciprocal recognition of certificates and identify documents
– Assistance in the event of maritime casualties
– Maritime cooperation through the setting up joint maritime committee to discuss issues and

cooperation on maritime matters.

Country Date of Signing

1. Bangladesh 19 April 1983
2. Turkey 8 September 1983
3. Belgo-Luxembourg 12 February 1985
4. Sri Lanka 7 June 1985
5. Pakistan 24 August 1985
6. USSR 21 July 1987
7. China 9 September 1987
8. Indonesia 16 June 1988
9. Republic of Korea 21 July 1988
10. Romania 26 February 1991
11. Viet Nam 31 March 1992
12. South Africa 7 March 1997
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Malaysia

Annex 4

Total Cargo Throughput by Ports, Malaysia, 1990-2000
Freight Weight Ton (‘000)

No. Pelabuhan Port 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

1. Kelang Export 8,206 9,643 10,912 10,818 13,053 14,830 17,324 19,888 20,556 26,741 27,814
Import 13,899 16,653 17,491 19,970 20,804 25,204 31,701 35,879 26,786 34,229 37,463
Total 22,105 26,296 28,403 30,788 33,857 40,034 49,025 55,767 47,342 60,970 65,277

2. Pulau Pinang Export 4,541 4,781 5,196 5,563 6,529 6,709 6,657 7,254 7,284 8,345 9,063
Import 6,314 7,281 8,023 8,799 8,606 9,966 10,844 12,439 9,192 10,415 11,410
Total 10,855 12,062 13,219 14,362 15,135 16,675 17,501 19,693 16,476 18,760 20,473

3. Johor Export 5,667 5,569 5,527 5,873 6,229 8,018 9,068 9,597 9,563 11,570 12,450
Import 4,338 5,142 5,214 5,925 6,994 8,486 9,949 11,208 9,759 9,942 12,086
Total 10,005 10,711 10,741 11,798 13,223 16,504 19,017 20,805 19,322 21,512 24,536

4. Kuantan Export 1,972 1,671 1,833 2,345 2,320 2,409 2,641 2,985 2,858 2,689 3,055
Import 1,343 1,171 1,044 1,056 1,839 1,799 2,411 2,870 2,642 2,821 2,972
Total 3,315 2,842 2,877 3,401 4,159 4,208 5,052 5,855 5,500 5,510 6,027

5. Bintulu Export 11,084 12,384 13,131 13,409 14,200 17,396 20,386 23,044 22,063 22,191 22,927
Import 312 547 459 1,289 1,084 1,243 1,430 1,542 1,279 1,450 1,970
Total 11,396 12,931 13,590 14,698 15,284 18,639 21,816 24,586 23,342 23,641 24,897

6. TG. Bruas Export 14 14 18 16 14 12 51 71 107 51 77
Import 477 520 513 522 447 377 459 508 603 695 741
Total 491 534 531 538 461 389 510 579 710 746 818

7. Kuching Export 583 624 682 820 913 1,189 1,535 1,559 1,175 1,243 1,398
Import 1,974 2,315 2,456 2,576 2,813 3,093 4,123 4,496 2,876 3,500 3,903
Total 2,557 2,939 3,138 3,396 3,726 4,282 5,658 6,055 4,051 4,743 5,301

8. Miri Export 9,055 9,498 8,647 6,701 6,344 6,706 6,021 3,872 3,828 6,467 5,580
Import 176 276 319 408 378 417 515 531 442 400 453
Total 9,231 9,774 8,966 7,109 6,722 7,123 6,536 4,403 4,270 6,867 6,033

9. Rajang Export 4,348 4,396 4,790 4,447 4,509 4,798 4,760 4,350 3,652 4,053 4,431
Import 1,005 1,028 1,100 1,096 1,280 1,148 1,211 1,226 882 1,054 1,151
Total 5,353 5,424 5,890 5,543 5,789 5,946 5,971 5,576 4,534 5,107 5,582

10. Pel-Pel Sabah Export 8,883 9,209 9,831 8,526 8,984 9,800 10,542 11,675 10,117 10,185 10,849
Import 4,256 4,470 4,328 4,642 5,595 6,457 6,913 7,933 6,478 6,604 7,225
Total 13,139 13,679 14,159 13,168 14,579 16,257 17,455 19,608 16,595 16,789 18,074

11. Port Dickson Export 1,064 4,029 3,897 3,618 2,268 3,605 4,073 4,087 4,288 3,124 2,516
Import 7,522 8,166 7,413 9,463 10,716 8,610 9,604 9,766 8,107 6,998 5,313
Total 8,586 12,195 11,310 13,081 12,984 12,215 13,677 13,853 12,395 10,122 7,829

12. Kemaman Export 724 891 538 813 838 1,108 1,053 938 1,046 1,026 969
Import 543 809 481 1,729 1,122 1,460 1,485 2,693 752 975 1,186
Total 1,267 1,700 1,019 2,542 1,960 2,568 2,538 3,631 1,798 2,001 2,155

13. Teluk Ewa Export 1,213 1,197 1,255 1,164 1,304 1,542 2,460 N.A. 2,442 2,145 2,701
Import 384 347 305 549 749 996 2,298 N.A. 522 441 466
Total 1,597 1,544 1,560 1,713 2,053 2,538 4,758 3,234 2,964 2,586 3,167

14. Tanjung Pelepas Export 113
Import 135
Total 248

Grand Total 99,897 112,631 115,403 122,137 129,932 147,378 169,514 183,645 159,299 179,354 190,169

Source: All the ports including Marine Department.
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Annex 5

Total Container Throughput by Ports, Malaysia, 1999-2000
TEU

Port 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

Kelang 496,526 607,626 677,678 771,901 943,846 1,133,811 1,409,594 1,684,508 1,820,018 2,550,419 3,206,753

Pulau Pinang 222,440 251,849 303,367 330,922 386,182 433,474 454,765 506,863 510,307 566,409 635,780

Johor 66,083 96,931 128,558 168,315 235,659 302,898 377,890 429,448 439,661 558,056 659,181

Bintulu 7,026 11,310 13,815 17,298 20,936 24,511 28,331 32,571 29,536 36,418 47,607

Kuching 29,450 36,328 40,621 47,569 61,184 70,609 85,460 105,320 79,602 96,962 110,474

Miri 1,968 2,419 1,820 1,787 1,887 1,395 3,070 3,917 2,904 3,414 5,531

Rajang 14,224 16,204 19,760 22,998 27,760 31,472 35,214 40,009 28,032 37,100 36,998

Sabah Ports 61,335 66,821 68,715 73,135 95,766 114,723 127,100 154,693 102,022 85,181 93,389

Kuantan 2,343 4,065 6,818 9,681 12,192 22,591 40,821 54,855 50,989 56,056 62,783

Tanjung Bruas 0 0 0 0 0 0 2,060 2,313 1,000 0 0

Tanjung Pelepas 37,539

Total 901,395 1,093,553 1,261,152 1,443,606 1,785,412 2,135,484 2,564,305 3,014,497 3,064,071 3,990,015 4,896,035

Source: All the port mentioned above.

Annex 6

Malaysia: Sector-Specific Commitments

Modes of supply: (1) Cross-border supply (2) Consumption abroad (3) Commercial presence (4) Presence of natural persons

Sectors or Subsector Limitations on Market
Access

Limitations on National
Treatment

Additional
Commitments

Transport Services
International maritime (1), (2) None (1), (2) None The following services at the
transportation services port are made available to

(3) Only through a (3) None international maritime transport
Excludes cabotage representative office, suppliers on reasonable and
(7211, 7212) regional office or locally- non-discriminatory terms

incorporated joint-venture and conditions;
corporation with
Malaysian individuals 1. Pilotage
or Malaysian-controlled 2. Towing and tug assistance
corporations or both and 3. Provisioning, fuelling and
aggregate foreign watering
shareholding in the 4. Garbage collection and
joint-venture corporation ballast waste disposal
shall not exceed 30 per cent. 5. Port Captain’s services

6. Navigation aids
Malaysian registered vessels 7. Shore-based operational

services to ships operations,
To register a vessels in including communications,
Malaysia, the following water and electrical supplies
conditions must be met: 8. Emergency repair facilities

– Owner of that vessels must 9. Anchorage, berth and
be a Malaysian citizen or berthing services
corporation incorporated
in Malaysia;

– Majority shareholding to
be held by Malaysians;

– Majority of the board of
directors to be Malaysians;
and

– Principal place of business
to be in Malaysia.
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Malaysia

Modes of supply: (1) Cross-border supply (2) Consumption abroad (3) Commercial presence (4) Presence of natural persons

Sectors or Subsector Limitations on Market
Access

Limitations on National
Treatment

Additional
Commitments

(4) Unbound except as indicated (4) Unbound except for the
in (1a) and (b) and (2c) in categories of natural persons
the horizontal section. For referred to under market
manning vessels, ratings is access.
permitted up to 25 per cent
Ship crew is permitted to
disembark only for duration
of berth.

Vessels salvage and (1), (2) None (1), (2) None

Refloating services except (3) Only through a representative (3) None
on inland waters office, regional office or
(74540) locally-incorporated joint-

venture corporation with
Malaysian individuals or
Malaysian-controlled
corporations or both and
Bumiputera shareholding in
the joint-venture corporation
of at least 30 per cent.

(4) Unbound except as indicated (4) None
in (1a) and (b) and (2a) in
the horizontal section.

Maritime agency services (1),(2) None (1),(2) None
(7454*)

(3) None
(3) a. Only through a

representative office; or
b. Only through a regional

office; or
c. Only through a joint-

venture corporation with
Malaysian individuals or
Malaysian-controlled
corporations or both and
Bumiputra shareholding
in the joint-venture
corporation of at least
30 per cent.

(4) Unbound except as indicated (4) None
in (1a) and (b) and (2a) and
(c) in the horizontal section.
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COUNTRY REPORT OF MYANMAR

A.  Introduction

Myanmar has lived with a centrally-planned economy for more than a quarter of a century until her
adoption of the market-oriented economic system in September 1988.  Since then, the state started
restructuring its State Economic Enterprises (SEEs) under different Ministries, lowering trade barriers
and simplifying export/import procedures for active participation of private investors.  Likewise, the
foreign investors are being invited for the many projects needing heavy investment and high technology.
(Please see details in attachment 1)

In line with the growth of external and internal trade, priorities are given to modernization and
rationalization of the national shipping industry and port facilities.  Thanks to significant growth in foreign
trade, international maritime transport in term of conventional and containerized cargo tonnage has
doubled.

The Port of Yangon has been upgraded and expanded for handling of the burgeoning container
traffic.  One government-owned (Botataung Street Warf) and two private-owned (Myanmar International
Terminals Thilawa, Asia World Port Terminal) container terminals with modern cargo gears has emerged.
Inland container depots, one government-owned (ICD-2), one joint venture (ICD-1) and one private-owned
(MIP) were established for container storage.

B.  Current status of maritime transport industry in Myanmar

1.  Focus on capacity: fleet size and port capacity
at end of year 2000

Fleet size

On the State-owned sector, the Myanmar maritime transport industry centres mainly concerned with
Myanmar Five Star Line (MFSL) and Myanmar Port Authority (MPA).

Myanmar Five Star Line, the national flag carrier with well over four decade experience provides
regular and reliable services to satisfy the nation’s seaborne trade international as well as coastal.

MFSL has a fleet of 26 vessels with its total deadweight 161,344 DWT.  In foreign trade, MFSL
employs 16 vessels with their carrying capacities ranging from 13,000 to 2,000 DWT.  In Coastal trade,
MFSL operates 10 vessels ranging from 1,700 to 600 DWT.  (Please see details in attachment 2)

Port capacity

MPA, an SEE under the Ministry of Transport like MFSL is responsible for providing terminal
facilities and port services for shipping.

With a view to keeping abreast with the substantial increase of cargo volume in foreign trade, MPA
could manage in attracting foreign direct investments for container terminals.  Altogether 3 container
terminals namely Botataung Street Warf (BSW), Myanmar International Terminal Thilawa (MITT) and
Asia World Port Terminal (AWPT) were operational in 1987, November 1996 and May 2001 respectively.
Regarding inland container depots, a total of 3 ICDs viz. ICD-1, ICD-2 and MIP were establish
and incorporated in July 1996, December 1999 and February 2000.  (Please see details in attachment
3, 6 pages)
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C.  International shipping services available
to facilitate trade

As the result of liberalization measures and economic reform programmes especially in trade,
investment and banking system, foreign trade immensely induces seaborne shipping.  The port statistics
show that there has been a steady increase from 1990 to 2001 in carriage of container transport at Port
of Yangon.  (Please see details in attachment 4)

In addition, thanks to private participation in international shipping and port terminal operations
which is accessible for worldwide shipping and trade environs.  As container service is growing in
leaps and bounds, many Main Line Operators (MLOs) like Maersk, APL, Hanjin, NYK,Cosco.  The
existing feeder service between Yangon and Singapore is being augmented by connecting massive
MLO participation.

D.  Future prospects for international shipping services

1.  The demand for shipping services
is a derived demand

As the main function of ocean shipping is to serve international trade, the growth or decline in
international trade will have a direct impact on the future of ocean shipping services.

As regards Myanmar’s foreign trade, it is anticipated that both conventional and container shipping
services will continue to play an important role to cater for its demand for shipping services.  The state
owned Myanmar Five Star Line and foreign shipping lines will be the providers for the said shipping
services.

For the development of designated ports of Myanmar, MPA considers the following action plans:

(a) To closely monitor the development of sea-born trade and traffic.

(b) To invite and negotiate in terms of technical know-how and investment from sources inside this
country and abroad.

(c) To initiate and develop port commercialization and privatization in sector-wise.

(d) MPA considers reviewing for the simplification and harmonization of port document and
procedures, relating to vessels and cargo as part of improving the port performance level.

(e) Regarding the promotion of regional cruise tourism industry has become priority in the
Government development projects.  In year 2001, 5 cruise vessels called Yangon Port, which
is tremendous potential in tourism.  In addition, in cooperation with the Asian member
countries a working group was formed to make a feasibility study on the development of cruise
industry.

(f) MPA is also very interested to cooperate near coastal voyages among the ASEAN countries.

(g) To introduce EDI application in Intermodal/Multimodal transport system.

(h) To take required steps for human resources development of work force.

E.  Export/import policies, rules and regulation

Export policy

The main objectives of the export promotion policy are mention as under:

• To export all exportable surplus and diversify foreign market by using of natural and human
resources.

• To increase and diversify exports.
• To improve the quality of export products.
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Import policy

• With a view to reduce the trade deficit and to facilitate the settlement for imports, an “Export
first and Import later” system was allowed in late 1997.

• Import of capital goods, industrial machineries, raw materials and other essential items are
allowed.

• Import of certain items which can be domestically produced such as biscuits, fresh fruits,
noodles are restricted in order to encourage domestic production.

• Import of certain non-essential items such as alcohol, cigarettes to protect public health is
prohibited.

(Please see details in attachment 5, 2 pages)

F.  National (plan/policy) toward liberalization

1.  National plan toward liberalization
in maritime sector

Myanmar after joining ASEAN, gave indicative offer on Maritime sector to other member countries
at “Vessel Salvage and Refloating services”.  According to the report of the twenty-first meeting of the
Coordinating Committee on Services (CCS), it stated that the meeting recommended parameters such as
short term (1999-2001) and long term (2002-2020) to give further liberalization for trade in services.

The 23rd meeting of CCS clarified on the targets to be achieved especially on common services
sub-sectors, other services sub-sectors, improvement of commitments for both modes 1 and 2 to “none”
and progressive improvement of commitments of both modes 3 and 4.

In ASEAN, senior members’ are well established and they are in a position to compete with the
dominant players in the world.  Some countries are now making alliances with the others to provide better
services.  Also new ASEAN members like ourselves need institutional upgrading, prescribing laws
and regulations and adopting/preparation so as to sustain growth and development, compete fairly and
proper protection.

Myanmar also the improvement of commitments relating to short term and long term parametres.

(Please see details in attachment 6)

G.  Myanmar’s participation status in WTO

Myanmar Delegation led by Minster for Commerce had attended the WTO Ministerial Conference,
held in Singapore in 1996, and also in 1998 Geneva Conference except the Seattle Conference.  For the
Seattle Conference, Myanmar Delegation led by Ambassador to the United States had attended in 1999.
In this manner, Myanmar had shown its active participation in every WTO Ministerial Conference.

The Union of Myanmar is not only founder member of General Agreement in Tariffs and Trade
(GATT), but also the member of the first group of signatories for WTO.   During the Uruguay Round,
Myanmar had given the commitments for the market access in tourism under the Service Sector.
Although Myanmar hasn’t yet submitted the proposal to the Services Negotiations, held in Geneva since
year 2000, Myanmar has been continually updated regarding the progress of these negotiations through
Myanmar Mission in Geneva.  Myanmar has also participated in the AESAN Geneva Committee and
always agreed in principle for most of the WTO issues with the ASEAN stand.

In this regard, Myanmar Delegation led by H.E Brig-Gen Pyi Sone, Minister for Commerce
attended the Fourth WTO Ministerial Conference held in Doha, Qatar in November 2001.  The leader
of Myanmar Delegation delivered the statement of the Union of Myanmar at the second day of the
Conference.  Minister’s statement highlighted the following points:
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“The benefits of the multilateral trading system however have not been felt evenly.  A review of
the world economic situation shows that many developing countries could not reap the benefits
of the economic growth and prosperity of the world economy during the last five decades.”

“The principles of reciprocity and mutual advantage which underscore the WTO system mean
that a weak economy may not automatically receive the full benefits of the system.”

“There is, therefore, an urgent need to assist developing countries, especially for developing
countries to integrate into the global economy to ensure a balanced distribution of the benefits
of the multilateral trading system.”

“Trade is a key engine for growth.  However, the products of developing countries face many
obstacles in entering the markets of rich countries.

“It is also true that open market can play an important role in lifting millions of people out of
absolute poverty.  Although the developing countries have achieved a certain measure of
success, there is still a long way to go for these countries to fully benefit from the world trading
system.  A lot of more need to be done, both by the developing countries and the international
community.”

In conclusion, Myanmar as a member of the United Nations is working in cooperation with
specialized UN agencies such as International Monetary Fund (IMF), World Bank, General Agreement
on Tariffs and Trade (GATT), World Trade Organization (WTO), International Maritime Organization
(IMO), United Nations Conference on Trade and Development (UNCTAD) in trade and shipping matters.

After Myanmar became, a full-fledged member of ASEAN on 23 July 1997, Myanmar has played an
active part in ASEAN’s regional and international affairs including foreign trade.  After Myanmar’s
subsequent entry into BIMST-EC, an economic group of South-East Asian countries and South Asian
countries on 22 December 1997, Myanmar is striving hard to achieve economic co-operations among
member countries.

Being one of the first countries in GATT and WTO member country, Myanmar has been carrying
out its economic activities in accordance with the norms and the system of WTO.
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Myanmar

Attachment 2

Myanmar Five Star Line
Fleet Tonnage

Name Year Built Country DWT TEU Capacity

Ocean-Going Cargo Vessels
Multi-Purpose Vessels
1. Dawei 1998 China 11,654 382
2. Kengtung 1998 China 11,654 382
3. Sagaing 1985 Germany 13,055 383
4. Magway 1985 Germany 13,055 383
5. Bago 1983 Germany 13,105 383
6. Mandalay 1983 Germany 13,105 383
7. Mawlamyine 1979 Germany 11,660 400
8. Sittwe 1979 Germany 11,660 400

Conventional Vessels
1. Ava 1963 Germany 10,720 –
2. Pathein 1963 Germany 10,720 –
3. Mergui 1963 Japan 10,075 –
4. Pinya 1963 Japan 10,011 –

Short Sea Trade Cargo Vessels
1. Chin Shwe Haw 1996 China 3,300 –
2. Mongla 1996 China 3,300 –
3. Pagan 1979 Norway 2,076 –
4. Hpa-an 1979 Norway 2,076 –

Coastal Cargo Vessels
1. Loikaw 1978 Myanmar 790 –
2. Lashio 1975 Denmark 700 –
3. Pha Shwe Gyaw Ywa 1964 Denmark 1,575 –
4. Htone Ywa 1961 Germany 1,720 –
5. Shweli 1970 Japan 1,305 –

Coastal Passenger-Cargo Vessels
1. Hakha 1979 Norway 948 –
2. Myitkyina 1979 Norway 948 –
3. Taunggyl 1979 Norway 948 –
* Passenger Capacity – 315 Persons

Coastal Passenger Vessels
1. Thanlwin 1999 China 592 440
2. Chindwin 1999 China 592 428

Total tonnage 161,344 –

Total number of vessels 26 –
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Attachment 3

Botataung Street Warf

B.S.W is the first container terminal here in Yangon and owned by Myanmar Port Authority
(Government organization) and it is also fully controlled by the Myanmar Port Authority and located
in downtown area.

Address: Myanmar Port Authority
Botataung Bridge, Container Yard
STRAND ROAD, YANGON, MYANMAR

B.S.W (1) Length 150 m
B.S.W (2) Length 150 m
B.S.W (3) Length 150 m
Draft 9.3 m

Container Freight Station (CFS)

• Length 243 Feet
• Width 197 Feet
• Total Area 47,871 sq. ft
• Storage area 22,400 sq. ft
• Storage capacity 2,867 tons

Container Yard (CY)

• Area 284,675 sq. ft
• Laden container storage area 104,328 sq. ft
• Laden container storage capacity 1,818 TEU
• Empty container storage area 78,720 sq. ft
• Empty container storage capacity 750 TEU

Equipment

• Quay Crane (30 tons and 35 tons) 2 units
• 40’ Spreader (32 tons and 35 tons) 2 units
• 20’ Spreader (25 tons) 1 unit
• Transtainers (35 tons and 40 tons) 4 units
• Reach stacker (36 tons) 2 units
• Komatsu forklift (36 tons) 1 unit
• Forklift for CFS (3 tons) 4 units

Myanmar International Terminal Thilawa

M.I.T.T is Myanmar’s purpose build International multi-purpose container port.  Hutchison Port
Holding (HPH) which developed the facilities is managing MITT with over three years experience in
Myanmar to date.  Nowadays, cargo trade to Myanmar is provided by feeder service.  With the operation
of MITT, HPH is planning to develop intra-Asia service for Myanmar.

Located at Thilawa, close to the mouth of the Ayeyarwady river Delta – the nation’s rice bowl, MITT
is strategically positioned to answer that call.  MITT is just 25 kilometres or 40 minutes drive from
downtown, Yangon, the nation’s capital.

Address: Berth 5-9 Thilawa, Kyauktan Township, Yangon, Myanmar.
Tel: 095 056 22250, 22252
Fax: 095 056 25253, 22254, 44446
E-mail: mitt@mptmail.net.mm
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Berths capacities

• No of Berths for General Cargo Vessel and Berth Length 4 (550 m)
• Can handle a million TEUs per annum
• No of Berth for Container Vessel and Berth Length
• (MP is adjustable accordingly) 2 (450 m)
• Berth Width (GC and Container) 30 m
• Alongside draft (declared) 10 m

Storage capacity

• General Cargo Shed = 20,000 m2

• Container Stacking allowed Import – 3 high
Export – 3 high
RF point – 108 points

• Others Thaketa off-dock (500 teus)

Equipment

• 1 QC (with auto spreader) 2 units (ZPMC)
Under spreader = 40 mt
Without spreader = 48 mt
Out reach = 30 m

• RTGCs 40 T =  3 nos
(ZPMC)

• Reach stacker (Front loader) 2 units (40 T, Kalmar)
• Empty Handler/FL Ts 1 unit  (Kalmar)
• Tractors (Prime Mover) 6 units (Kalmar)
• Trailers 20’ 3 units
• Trailers 40’ 3 units (Mafi), (Low)
• Trailers 40’ 2 units ( High)
• CFS Forklifts 3.0 T 5 units (Diesel)
• CFS Forklifts 6.0 T 2 units

Asia World Port Terminal

The Asia World Port Terminal (AWPT) is located upstream of the Yangon River, about 32 kilometres
inland from Elephant Point on the Gulf of Martaban.

The facilities of AWPT may be deemed as part and parcel of the overall facilities of the port of
Yangon.

The Terminal facilities of AWPT lie right in the heart of Yangon City, within 15 minutes drive to City
Hall and 30 minutes drive to Mingalardon International Airport, just outside the downtown area so free
from congestion especially in rush hours.

The AWPT is well developed, managed and operated by Asia World Port Management Co., Ltd. a
subsidiary of Asia World Co., Ltd. which a well-diversified conglomerate is owned by Myanmar Citizens.

Address: Ahlone Township, Yangon, Myanmar.
Tel: (951) 210601, 210747, 211561, 229844, 212913, 212914, 212915
Fax: (951) 210598
E-mail: awpm@mptmail.net.mm
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Berths capacities

• No. 1 Wharf:
Length 198 metres
Apron width 30.5 metres

• No. 2 Wharf:
Length 156 metres
Apron width 19.5 metres
Draft 9.2 metres

• The water depth alongside the wharf-head of both wharves is designed at 10 metres below
datum in order that the largest available vessel entering the Yangon River can be accommodated
at AWPT.

Turning area

• A turning area with a minimum width 330 metres is provided down stream of No. 2 wharf in
the Yangon River in order to facilitate safe and speedy movements of the vessels incoming or
outgoing from AWPT wharves.

Area and storage capacity

• Total inland area 14.75 acres
• Groupage shed 28,800 square feet
• Laden Containers 2,009 TEUs
• Reefer Container 96 TEUs
• Empty Containers 720 TEUs

Equipment

• Mobile harbour crane (Liebherr)
• model 320 with lifting capacity of 104 tons 1 unit
• Reach Stackers (Kalmar)
• model DRD 420-60 S5 with stacking

capacity of 5 tiers 3 units
• Empty Handlers (Kalmar)
• Model DCE 70-45 E8 with stacking

capacity of 8 tiers 2 units
• Terminal Tractors 10 units
• Terminal trailers for 20’ Containers 10 units
• Terminal trailers for 40’ Containers 10 units
• 3 tons Diesel Forklift 2 units
• 2.5 tons battery forklift 2 units
• 60 tons weight bridge with computerized control 1 unit

Inland Container Depot (2)

Area and storage capacity

• Total yard area 4 ACRES
• Storage capacity (1,800 TEUs)

Equipment

• Forklift (2 High) 8 tons 2 units
• Forklift (3 High) 8 tons 2 units
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Inland Container Depot (1)

With the objective of operating an Inland Container Depot and the provision of other related services,
MPA-ALLIED YANGON INLAND CONTAINER DEPOT LTD was incorporated on 9 April 1996, after
signing of a Joint-venture and Shareholders’ Agreement between Myanmar Port Authority and Allied
Container Services Pte. Ltd. on 13 December 1995.  The Agreement shall be in force for 15 years from
the date of signing.

The constructed yard which has a storage capacity of about 5,000 TEUs is located just 1 kilometre
away from MPA’s Container Terminal and thus MPA-Allied enjoys the advantages of being in the vicinity of
Yangon downtown.

Address: MPA-ALLIED YANGON INLAND CONTAINER DEPOT LTD.
Botataung Zay Street, Seikkan Township, Yangon, Myanmar.
Tel: 95 1 290178, 290204, 291939
Fax: 95 1 296540
E-mail: mpaallied@mptmail.net.mm

Area and storage capacity

• Total yard area 39,963 sq. m.

• Storage Capacity 5,000 TEUs
• Warehouse 5 units
• Total Floor area 1,500 sq. m.

Equipment

• Kalmar Reach stacker 1 unit
(41 tons/5 high)

• Kalmar Reach stackers 2 units
(8 tons/7 high)

• Forklifts (7 tons) 2 units
• Forklift (3 tons) 1 unit
• Prime Movers 3 units
• Skeletal Trailers (40’) 3 units
• Skeletal Trailers (20’) 3 units
• Reefer Points 10 units

Myanmar Industrial Port

MIP was incorporated since 19th February 2000

Address: No 7/2B, Strand Road, Ahlone Township, Myanmar.
Tel: 221204, 221418, 221414, 221416, 221417
Fax: 221201, 221418
E-mail: MIPCL@mptmail.net.mm

Areas and storage capacities

• 19 acres
• Container storage and wharf
• Included CFS warehouses, JETTY
• Storage Capacities 7,200 TEUs
• C.F.S WAREHOUSE

140 ft x 210 ft 1 unit
100 ft x 50 ft 5 units
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Equipment

• Forklifts (10 tons) 1 unit
• Forklifts (6 tons) 4 units
• Forklifts (5 tons) 1 unit
• Forklifts (3.5 tons) 1 unit
• Crane (60 tons) 1 unit
• PGS empty (5 high) 1 unit
• Empty (3 high) 1 unit
• Reefer points 25 units
• Prime Movers (40/20 trailers) 3 units

Myanmar



84

Myanmar

Attachment 4

Yangon Port Container Throughput (TEU)

Year BSW MITT AWPT Total

1990-1991 6,944 – – 6,944
1991-1992 8,941 – – 8,941
1992-1993 15,124 – – 15,124
1993-1994 25,436 – – 25,436
1994-1995 44,789 – – 44,789
1995-1996 73,565 – – 73,565
1996-1997 91,513 – – 91,513
1997-1998 96,208 2,244 – 98,452
1998-1999 105,617 15,913 – 121,530
1999-2000 105,102 31,064 – 136,166
2000-2001 119,845 51,570 23,966 195,381
Total 817,841
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Attachment 5

Export Policy

• To export all exportable surplus and diversify foreign market by using of natural and human
resources;

• Increasing and diversifying exports; and
• Improving the quality of products are among the main objectives of the export promotion.

Major Export Items

• Rice • Teak
• Pulses and beans • Hardwood
• Maize • Plywood and veneer
• Sesame seeds • Garment
• Rubber • Sugar
• Prawn • Copper
• Fish • Natural gas
• Jade • Base metal and ore
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Import Policy

• Export first and import later system is launched since late 1997 to reduce the trade deficit and
to facilitate the settlement for imports.

• Allow to import capital goods, industrial machineries, raw materials and other essential items.

• Restricted the imports which can be domestically produced such as biscuits, fresh fruits,
noodles.

• Prohibited to import certain non-essential items such as alcohol, cigarettes to protect public
health.

Major Import Items

• Power tiller • Hand tractor
• Fertilizers • Pesticides
• Diesel oil • Hybrid quality seeds
• Water pump • Hydraulic excavator
• Machinery • Dumper, loader and parts
• Cement • MS rods and mild steel
• Electrical apparatus • Transport equipment
• Edible oils • Pharmaceutical products
• Yarn and fabric • Plastic seeds
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Myanmar

Attachment 6

Myanmar – Initial Indicative Offer in ASEAN Framework Agreement in Services

Modes of supply: (1) Cross-border supply (2) Consumption abroad (3) Commercial presence (4) Presence of natural persons

Sector Limitation of Market Access Limitation on National Treatment

Maritime Transport Mode of Supply Mode of Supply
International passenger Cross-border supply None Cross-border supply None
Transportation less Consumption abroad None Consumption abroad None
Cabotage Commercial presence Unbound Commercial presence Unbound
(CPC 7211) Presence of natural persons Unbound Presence of natural persons Unbound

International freight Cross-border supply None Cross-border supply None
Transportation less Consumption abroad None Consumption abroad None
Cabotage Commercial presence Unbound Commercial presence Unbound
(CPC 7212) Presence of natural persons Unbound Presence of natural persons Unbound

Note: 1 No additional commitments.
2 The above mentioned offers are indicative tentative offers for regotiation pu rposes; and Myanmar

reserves the right to modify or amend or correct or withdraw the whole or in part at any time.
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COUNTRY REPORT OF PAKISTAN

A.  Introduction

1. The mercantile scenario of Pakistan has faced difficulties in the past.  The shipping industry in the
private sector had a setback in 1974 due to nationalization.  Thus a healthy competition in shipping between
public and private sector ended.  The traditional ship owners disappeared from the scene.  Now the
Government has introduced a Policy to boost private investment in the shipping sector by giving a host of
incentives.

B.  Current status of maritime industry

2. The Pakistan National Shipping Corporation in the public sector owns and operates a fleet of
11 multipurpose ships, 3 containerships and one tanker.  These vessels, it would be seen are grossly
insufficient to cater to the trade requirements of Pakistan, which has to rely heavily on private inter-
national shipping companies which presently are handling 95 per cent of Pakistan’s sea borne trade.

3. During the year 2000-2001 a total of 2,176 ships called at the Ports of Pakistan of which 446 were
General Cargo vessels, 248 Bulk Carriers, 588 Tankers and 894 Container ships.  Out of these 1,564, were
handled at Karachi, whereas 612 were handled at Port Bin Qasim.

4. Total volume of Pakistan sea trade in the year 2000-2001 was 37.5 million tons.  Out of which
6.5 million tons were exports and 31.0 million tons were imports.  This indicates that the volume of
imports was five times more than the exports.  The National Shipping Corporation handles only 2 million
tons i.e. approximately 5 per cent of the total trade.  The remaining is transported through foreign vessels
and the present freight bill is estimated at US$ 1.3 billion annually.

C.  Existing policies

5. Shipping is a capital intensive industry and the Government alone cannot meet this sector’s
requirements because of financial constraints and other development priorities.  Considering this aspect, a
number of incentives have been offered to encourage the participation of the private sector.  A new
Merchant Shipping Policy has been formulated with the guidance and inputs of public and private sector
experts and professionals as well as other stakeholders.  The basic aim of this policy is to attract
investment in this vital field through a predictable environment, and offering concrete incentives,
assurances, easy rules, regulations and procedures.

6. The previous policies did not cater for any incentives in the field of shipping.  The laws and
regulations were out dated and recently another consolidated law namely Merchant Shipping Ordinance,
2001 has been promulgated to update all laws and regulations in conformity with International Conventions.
The new Shipping Policy would improve access to international markets by encouraging an efficient flow of
foreign trade.  The element of specific restrictions is applicable only on Government owned cargo which is
to be transported by the National carrier as it falls under the UNCTAD Code of Conduct of 40 per cent
trade which can be lifted by the National carriers.  Pakistan merchant fleet is lifting only about 5 per cent
of the total trade and this requires huge inducement to expand our national shipping industry to come up to
the figure of 40 per cent.  There exist many bilateral agreements, e.g. in case of India where cargo to and
from India is to be lifted by the National carrier.  In case of Bangladesh, the same also applies but a
waiver can be given if no vessel of either country is available at that time.  In the shipping industry,
subsidies are not provided in the sense that companies are registered on the stock market and have to
present their annual accounts in the annual general body meeting where the shareholders can check and
question the working of the Company.
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7. Pakistan’s present two ports i.e. Karachi Port and Port Qasim are easily accessible and have all port
facilities for handling international cargo.  Tankers up to 12 metres draft and other vessels between 10.5 to
11.5 metres can be berthed at other berths.  Port Bin Qasim can berth ships with drafts between 11 to 11.5
metres.  Additional facilities in the form of shipyard, dry-docking repairs and others are extensively
available.

8. The present Government is also advocating de-regulation and privatization.  In order to encourage
private sector investment in shipping, 48 ship owning licenses have been issued to parties interested in
owning and operating shipping companies under Pakistani flag.

9. The main objectives of this new Merchant Shipping Policy are:

• To encourage Pakistan flag carriers in private sector.

• To create a conductive environment that would help in the growth of the maritime sector.

• De-regulate by providing a free environment for investment.

• Enhance competitiveness of country’s merchant marine fleet through induction of new vessels
and efficient marine services.

• Ensure efficient operation of Country’s ports, harbours and related services according to
International Standards.

• Augment foreign exchange earnings by increasing the capacity of National flag carriers; thus
reducing the present foreign freight bill.

• Expand and upgrade Pak Merchant fleet to increase the present share of cargo from 5 per cent
to 40 per cent by year 2020 to meet the United National Conference on Trade and Development
criteria.

• Upgrade the Human Resource Development Facilities as per International Maritime
Organization (IMO) Conventions to train Pakistani mariners in accordance with international
requirement.

• To revive our shipbuilding industry and expand it to cater for at least 20 per cent shipbuilding
and 50 per cent repair and maintenance needs of the National fleet.

• The policy also proposes that ship owners of any trading vessel either bareboat or chartered
under Pakistani flag be exempted from import duties and surcharges up to the year 2020.

• Shipbuilding and ship repair be classified as category “A” industry and entitled to all incentives
contained therein.

• In lieu of income tax; a tonnage tax @ US$ 1.0 Gross ton per annum irrespective of profit or
loss be charged from the ship owners.

• Ports to provide 10 per cent reduced rates for all vessels berthed for repair and maintenance.

• Ports will give equitable treatment to ships/crafts owned by private sector for berthing and use
of other port facilities at par with public sector vessels.

10. The National Maritime Policy is aimed at acquiring more vessels which would augment our present
inadequate fleet and to facilitate new investors as well as to update all laws and regulations in maritime
sector in accordance with modern requirements and International Conventions.
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General Statistics

Karachi Port Trust

General Cargo: 231
Bulk Carriers: 189
Container Vessels: 739
Oil Tanker: 405
Total ships called: 1,564

Import: 20.063 million tons
Export: 5.919 million tons
Total Import and Export: 25.982 million tons

Port Qasim Authority

General Cargo: 215
Bulk Carriers: 59
Container Vessels: 152
Oil Tankers: 183
Total ships called: 612

Import: 1.20 million tons
Export: million tons
Total Import and Export: 12.484 million tons

D.  Policy towards liberalization

11. Pakistan has offered no specific commitment on Maritime Transport in International Shipping,
Auxiliary Services, Port service or others.  Pakistan has also not offered MFN Exemption in Maritime
Transport Services.

12. Pakistan, through the Merchant Marine Policy 2000-2001, is focusing on bringing in quantitative and
qualitative improvement in all spheres with the objectives to attract and facilitate private sector investment,
deregulation for providing free environment, and ensuring efficient operation of the country ports.

13. Though Pakistan has not been an active participant in maritime services negotiations, it has provided
a liberal environment to foreign carriers.  Only 5 per cent services are carried by domestic carries and
95 per cent by foreign carriers.  Presently Pakistan is adopting a liberal policy of a predictable environ-
ment through incentives including duty exemptions, concessions, tax measures, fixed tax rates, simplified
rules and procedures and assurances to provide a friendly environment.  By attracting foreign investment,
this sector will be able to meet domestic requirement and run cost efficiently.

14. Liberalization of maritime transport industry would entail a host of benefits for the country.  First,
liberalization policies would enhance competition in the sector, resulting in efficiency gains.  Second,
increased competition would force the service providers to improve the quality of their services.  Third,
the users of maritime transport services would have wider choices at competitive rates.  Finally, a
rules-based policy would ensure greater transparency and thus promote investment in the sector.

15. Pakistan did take part in the 4th WTO Ministerial Conference including trade in services but no
specific reference/issue on maritime transport came under discussion.

E.  Preparation for negotiations

16. According to the Ministerial Declaration at Marrakesh in April 1994, negotiations on maritime
transport services were to commence on voluntary basis within the framework of GATS.  The negotiations
were to be comprehensive aiming at commitments in international shipping, auxiliary services and access
to use of port facilities, leading to elimination of restriction.  A negotiating Group on maritime services
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(NGMTS) was established to carry out the above mandate.  The negotiations were open to all the
members.

17. At the end of Uruguay round, some members maintained commitments on maritime transport in
their final schedule.  Since the current negotiations began five members, Australia, Canada, Japan, Korea
and New Zealand have submitted conditional offers to improve their scheduled commitments.  Conditional
offers have also been submitted by 7 other members Brazil, Chile, Columbia, Cote d’lvore, the EU
including Norway and Switzerland.

18. The negotiations did not make much headway because of the lukewarm response from member
countries. Therefore, Pakistan also adopted ‘wait and see approach’ towards these negotiations.

19. In the service sector Pakistan wants the service negotiation to include better commitments on market
access especially in labour-intensive areas.  Pakistan also favours lowering of existing barriers on
movement of natural persons and it has got very liberal policy, with no specific restrictions on registrations
of ships, subsides/facilities.

20. Pakistan expects that the negotiations would result in the removal of barriers to trade and investment
in the maritime transport industry.  It is generally recognized that barriers to entry and restrictions on
foreign investment still exist in many member countries.  Against this backdrop, the negotiations should
focus on achieving higher levels of liberalization in the maritime transport industry through gradual
dismantling of the market access and investment barriers.
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COUNTRY REPORT OF THE PHILIPPINES

The Philippines, a country consisting of approximately 7,107 islands, boasts of having a very long
coastline with a length of 235,973 square kilometres, longer than that of the United States.  The country
has three main island groups, Luzon, Visayas and Mindanao which serves as the core of regional
subdivisions upon which political and economic development revolve.

The archipelagic nature of the country explains the natural affinity of its people to the seas, either as
the source of food or as a means of livelihood considering that there are 55 coastal provinces out of
seventy-six (76) provinces in the Philippines.  It is of no surprise therefore that in almost all provinces and
across the archipelago one can find clusters of fisherfolks, seafarers, boatbuilders, shipping operators and
beach resort owners/operators.

The land configuration of the Philippines is such that vast tracts of land provide extensive agricultural
base for a majority of the people while the complex mountain ranges found in the country allow economic
activities such as mining and resource generating industries to develop.  It is notable though that the export
trade of the Philippines primarily consists of electronics and components.

The manpower resources of the Philippines remain to be one of its source of pride not only in terms
of absolute number but also in terms of their quality and competitiveness.  The great number of overseas
Filipino workers helped prop up the economy through foreign exchange remittances as well as creating
wealth by enhancing education and expanding entrepreneurial opportunities.  One of the most important
groups in this manpower reservoir of the country is the seafaring sector.

A.  Philippine maritime industry

Being an archipelago, the Philippines considers the maritime industry as a vital component in
achieving socio-economic progress. In fact, shipping remains the major means by which islands are linked
and through which movement of goods and people is achieved.  There is no known island that cannot be
reached by ship or small boat.  The significant role of shipping is even more emphasized if one is to
consider the government’s objective of achieving national unity by bridging cultural values and social
norms.

1.  Domestic merchant fleet

The country is deemed to be a compact country linked only by the complex sealanes that are
established all throughout the archipelago.  Shipping routes in the domestic trade depending on the volume
of cargoes is characterized as either primary, secondary or tertiary routes.

The extensive domestic shipping lanes are served by a merchant fleet that continue to expand in
view of the liberalization efforts of government which aims to see a technologically modern and young
Philippine fleet.  In 1998, the total number of ships (excluding fishing) in the domestic trade was 4,646 or
about 1,543,536 gross tonnage.  Majority of the ships would be combination passenger-cargo ships
which are mostly operating as liner while the rest would be pure cargo ships on tramping operations
although a number of container ships are operating in the liner trade.

In terms of port infrastructure, the importance of the ports to each link would depend on the type of
cargoes being moved.  Cebu and Manila for example would serve as one of the main hub in the movement
of people between Luzon and the Visayas region.  Davao would be a major port in Mindanao in terms of
transport of cargoes from that region to Luzon.  In most areas though, there is a balance in the transport of
cargoes and people, which explains the significant number of passenger – cargo ships in the domestic fleet.
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2.  Overseas merchant fleet

The Philippine merchant fleet engaged in international voyages had been decreasing in the past seven
years.  The decline can be explained if one has to consider that the country’s bottoms is seen not only as a
means by which to service the transport requirements of the Philippine foreign trade but also as an
opportunity by which employment can be generated for the Filipino seafarer.

Majority of Philippine-registered ships are bulk carriers, which comprise about 55 per cent of the
total fleet in 2001; a close second would be general cargo ships, which is about 21 per cent of the fleet in
the same year.  The participation of Philippine-registered ships in liner trade between the Philippines and
its bilateral partner could be seen only in the Japan-Philippines route.  Although a liner-shipping route had
been developed in southern Philippines between the port of Zamboanga and Sandakan in Malaysia, the
volume of trade being moved therein is still insignificant as of date.

As at the end of Year 2001, Philippine-registered ships totaled 202 approximately 4.5 million gross
tonnage.  Most of these ships would be engaged in cross trading primarily because of the very tight cargo
opportunities in the country as well as the terms by which Philippine foreign trade is conducted whereby
exports are mostly on FOB and imports on CIF thereby removing the capability of the Philippine ship
operator to offer transport services to the cargo owners from both ends of the trade.

In further assessing the performance of Philippine-registered ships in the carriage of the country’s
foreign trade, it is important to take note of the configuration of the Philippine foreign trade.  The principal
import of the country in 1999 would be electronics and electronic components, followed by mineral fuels
and lubricants, telecommunication equipment and electrical machinery; industrial machinery, office and
transport equipment.  On the other hand, the top exports of the country would be electronics and electronic
components, input, output and peripheral units apparels and clothing, woodcraft and furniture, coconut oil
and products manufactured from imported materials.  The aforementioned import-export structure of the
country indicates that most of these products would be low-volume-high value commodities such that they
would be moved by air than by ship.  It is further noted, that in terms of volume, Philippine foreign trade
would be transported by sea, with the products consisting mostly oil and ores and cereals.

The country’s total foreign trade in 1999 was registered at US$ 65.78 billion.  Aggregate receipts for
merchandise exports amounted to US$ 35.04 billion in the same year.  The United state, Japan and Taiwan
remain to be the top three strongest trading partners of the country.  Nonetheless, significant trading
relations with the European community and ASEAN fostered an improved trade for the Philippines and its
trading partners from these economic blocs.

Of the total Philippine foreign trade only US$ 1.08 billion was carried by ship in 1999.  Of this a
mere 1.64 per cent was carried by Philippine-registered ships, down from 2.04 per cent registered the
previous year.

In terms of port services to international shipping, five international ports are identified as
significant: the Manila International Container Port, the South Harbour (also in Manila), Batangas, Limay
and Davao.  These ports captured 99 per cent of the total volume of foreign trade in 1999.  Expectedly
these ports also serve as the showcase of the quality of ports that can be found   in the country.

B.  Existing policies and laws on maritime services

The provision of maritime transport services catering to the requirements of the country’s foreign
trade remains open to foreign-flagged ships.  As mentioned earlier, only 1.64 per cent of the total value of
foreign trade was carried by Philippine-registered ships; the rest were carried by foreign-registered ships.

It is must be underscored though that for purposes of establishing a Philippine company for purposes
of operating maritime transport services, nationality requirements and equity participation as well as
management structure are subject to certain requirements.  The general rule of a 60 per cent Filipino and
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40 per cent foreign equity participation applies as well to maritime transport.  This rule finds its roots in
the Philippine Constitution of 1987, which defines the extent of the participation of foreign interest in the
operation thereof.  This Constitutional proscription is amplified by the Public Service Act of 1936, which
defined shipping as a public utility.

Perhaps one of the very pronounced restrictions in the operation of maritime transport is that foreign
partners may not participate actively in the management of companies to the extent of occupying the Chief
Executive position.  They may however, sit as members of the Board.  The requirement is usually
incorporated in administrative rules and regulations in activities where such is so required.  In shipping,
this is stipulated under the rules and regulations governing the registration of ships under the Philippine
Register of Ships.  Related to this is the requirement for a full Filipino manning complement for all
Philippine-registered ships.

With respect to restriction on specific trade involving the transport of foreign trade, the Philippines
had not identified nor declared any such route save in cases where the United Nations acting collectively
would have prohibited any member from calling or servicing a particular route.

Corollarily, the Philippines has not really enforced an existing bilateral agreement with Bangladesh
which provides for cargo reservation scheme between the two countries primarily because there is no liner
shipping service that exists between their ports and second because there is no significant trade relations
as between them.  The stipulation for cargo sharing between the Philippines and Bangladesh was in
response to the call for signatories to the Liner Code to make good the commitment to put the Convention
into operation.  Likewise, the cargo sharing arrangements with the United States in the 1980’s did not
prosper and has been shelved for about two decades.  There is no indication that such an agreement will be
revived by either party in the light of the liberalization initiatives under the World Trade Organization.

Philippine maritime enterprises have for a long while, not been receiving any subsidy nor any
similar support form the Government.  In the same manner, guarantees by the Government for shipping-
related activities are also non-existent.  This circumstance is not expected to change in the very near
future as well.

Ports open to international shipping offers its services indiscriminately regardless of a ship’s flag.
This means that Philippine-flagged ships and foreign-flagged ships can secure the same level of service
when they call at these ports.  Other ancillary services like pilotage, warehousing and access to aids to
navigation are available for a fee at these ports.  These services are also subject to the nationality
requirement as to capitalization and management except, for pilotage where only Philippine citizens
qualified according to existing national rules may so render this service.

C.  Initiatives towards liberalization

The trend towards liberalization in all transport services pervades the Philippine policy framework.
The major transformation however, is felt even more in domestic shipping than in the overseas maritime
transport services.  This is because it is in domestic shipping that restrictive policies have long been
implemented.  Nonetheless, review of the policy and regulatory regime of the Philippine international
maritime services is being undertaken.

The perception that investors tend to shy away from countries where doing business is deemed to be
expensive because of bureaucratic processes and incompetence serves as one of the basic premises from
which review of policies, laws and regulations is being drawn.  Restrictive policies generally contribute to
the outlook of government officers and regulatory agencies to put unnecessary pressure on the service
operators thereby engendering dissatisfaction among these service providers.

One area of concern is the increasing interest to make the Philippines a leading maritime hub in the
Asian region as an alternative to the existing leadership of such maritime centres as Hong Kong and
Singapore.  Moreover, the reservoir of maritime human resources consisting of competent and qualified
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merchant marine officers and professionals as well as ship management executives shall, in the long run,
lead to the development of the Philippines as a competitive maritime centre.

No less than the Congress of the Philippines had shown enthusiasm towards achieving liberalization
though to a limited extent this may cover domestic shipping.  Just the same, policies and laws which will in
any way lead to liberalization in the domestic shipping will in all eventuality affect the existing regime of
the overseas shipping sector.

As an emerging maritime centre, the Philippines can hope to generate employment opportunities for
the almost half million maritime graduates and professionals.  These professionals are not limited to those
who are in the navigation of ships but also in other related maritime activities such as stevedoring, ship
management, shipbuilding and ship repair as well as in related maritime consultancy activities.

Expansion of shipping activities in the Philippines is expected to result from liberalization whereby
more ship calls at the ports will also mean marketability of the shipbuilding/ship repair capabilities of the
country.  The natural harbours of the country make it one of the best locations for a shipbuilding industry.
In fact, two major shipbuilding conglomerates have already made the country an extension of their
operations.  This will have a trickle down effect on the other service sectors like manufacturing of ship
spare parts and other components of a ship.  The ship agency sector will expectedly also expand as a result
of this.

The Philippines’ review of existing policies and laws is a manifestation of the very high expectations it
has placed on the results of globalization/liberalization in the area of maritime transport, notwithstanding
the stalled negotiations in the GATS.  It is in the operationalization of the liberalization formula that the
country hopes to achieve the accelerated development of the Philippine international maritime transport
services.
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COUNTRY REPORT OF THE REPUBLIC OF KOREA

A.  Introduction

1. On behalf of the Korean government, I wish to first express my gratitude to the ESCAP for hosting
this regional seminar on maritime transport services and to the secretariat for their hard work in
preparing for this seminar.

2. Before I begin my presentation, in order to provide a better understanding of the overall picture of
WTO negotiations, especially in the area of maritime transport services, I would like to recall where we
have been with the WTO services negotiations.

3. Since the services negotiations in the WTO began in the year 2000, the negotiations have progressed
considerably in all service sectors, including maritime services.  In March 2001, the Council for Trade in
Services (CTS) adopted the negotiating guidelines and procedures as the result of the first phase of
negotiations conducted in the year 2000.  The guidelines provided that there shall be no a priori exclusion of
any service sector.  It takes for granted that the scope of the negotiations include maritime transport
services, in particular considering the fact that the Council for Trade in Services decided to resume the
negotiations on maritime transport services with the commencement of these comprehensive negotiations
on 28 June 1996 (S/L/24).

4. Moreover, at the forth Ministerial Conference held on last November the ministers decided
that Members shall submit initial requests for specific commitments by 30 June 2002 and initial offers by
31 March 2003.  In our view the services negotiations, including maritime transport services, are entering
a crucial and substantial phase.  At this important time, therefore, I believe that this seminar can provide
an important input into the negotiations on maritime transport services in the WTO.  This is especially so
considering that each participating country can exchange the information on the situation of its shipping
industry as well as their thoughts on its liberalization.

B.  Current status of maritime transport
industry in Korea

5. Many countries place great strategic importance on their national shipping industry because it plays a
vital role in their economies.  Korea is not an exception to this.  Considering Korea is geographically
surrounded by the sea on three sides, politically divided into south and north, its importance to us is
particularly pressing.

6. Foreign trade has been a crucial element in Korea’s national development strategy.  During the
1960’s and 1970’s, Korea’s foreign trade volume grew at the very high rate of over 10 per cent per annum.
Although we faced a serious economic crisis in 1997, the rate of growth fell somewhat, but was still
comparatively high.  As a result, foreign trade accounted for more than half of the gross domestic
products in Korea.  Nearly 99 per cent of this foreign trade in terms of weight has been transported by
ships due to Korea’s unique geographic situation.  For these reasons, since 1962, Korean shipping policy
has been aimed at expanding the national fleet as a means of supporting the export-oriented economic
development by means of efficient shipping and the improvement of the business climate.

7. The Korean shipping industry is growing at an impressive rate.  Starting out with a mere 100,000 GT
of fleet tonnage in 1960, Korea ranked eighth in the world in terms of total merchant fleet tonnage in 2000.
In the container sector, Korea stood fourth after Japan, Taiwan, and the United States.

8. Table 1 shows the growth of the total capacity of the Korean fleet between 1971 and 2000.  The
capacity of the fleet measured in gross registered tons grew at an annual rate of 6.4 per cent during this
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period.  During the same period, the world merchant fleet, as shown in table 2, grew at an annual rate
of only 2.8 per cent.  The rapid growth rate of the Korean fleet allowed it to expand its share of total
world tonnage from 0.38 per cent in 1971 to 1.06 per cent in 2000.

9. Table 3 presents data on changes in the composition of the Korean ocean-going fleet between 1990
and 2000.  During the period, container ships and liquid bulkers expanded considerably.  This expansion
can partially be attributed to the recent tendency to increase the size of these ships.  Considering that the
total Korean fleet grew more rapidly than the world fleet has, this expansion is an indication that the
development of a container and a liquid bulk fleet in Korea lagged behind the relative growth of the
dry bulk sector of its merchant marine.

10. Table 4 presents the data on changes in seaborne trade during the period between 1970 to 2000.  We
note that between 1970 and 2000 the growth of world seaborne trade increased by 2.6 per cent per annum,
while Korean trade increased annually by 11.1 per cent.  However, the growth of Korean seaborne trade
seems to show the same pattern as the world trade.  As the table shows, the annual growth rate in the
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Table 1. Growth of the Korean Ocean-going Merchant Fleet
Unit: thousand gross tons

Year No. of Ships Tonnage Per cent Change

1971 337 940 –
1980 1,426 4,344 18.5
1990 2,114 7,836 6.1
2000 2,417 5,735 –3.1

Source: Lloyd’s World Fleet Statistics, 2000.

(1) Per cent change: annual average increase rate.

(2) Annual average increase rate during 1971-2000: 6.4 per cent.

Table 2. Growth of the World Merchant Fleet
Unit: million gross tons

Year No. of Ships Tonnage Per cent Change

1971 55,041 247 –
1980 73,832 420 6.1
1990 78,301 426 0.1
2000 86,817 543 2.7

Source: Lloyd’s World Fleet Statistics, 2000.

(1) Per cent change: annual average increase rate.

(2) Annual average increase rate during 1971-2000: 2.8 per cent.
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1980s declined to 9.2 per cent for Korea and 1.0 per cent for the world; and in the 1970s from 15.4 per
cent for Korea and 3.8 per cent for the world.  The annual average growth rate again rose to 8.8 per cent
in Korean trade and 3.1 per cent in world trade in 1990s.  With regard to seaborne trade, it is important to
note that the growth of Korean participation in cross-trades outpaced the growth of Korean seaborne trade.
As shown in table 5, the total tonnage carried by the Korean operators in cross trades increased from
only 5.4 million tons in 1970 to 181.6 million tons in 2000.

11. In the year 2000 there were 61 separate ocean-going operators in Korea.  However, as table 6 shows,
the four largest operators alone accounted for 72.9 per cent of the total capacity.  Thus, the Korean
shipping industry appears to have a dualistic structure, with half of its capacity in the hands of a few large
carriers and the other half split amongst a multitude of small carriers.  At one extreme there are Hanjin
Shipping and Hyundai Merchant Marine, which accounted for 51.4 per cent of total tonnage in 2000.  At
the other extreme there are 51 small operators, each possessing less than 100,000 gross tons of shipping
capacity, which in 2000 accounted for only 8.0 per cent of the total capacity.
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Table 4. Growth of Seaborne Trade
Unit: million tons, per cent

Korean World

Year
Volume

Per cent
Change Volume

Per cent
Change

1970 22.4 – 2,482 –
1980 94.0 15.4 3,606 3.8
1990 226.7 9.2 3,977 1.0

3.522000 8.6 8.8 5,374 1
1970-2000 – 11.1 – 2.6

Source: Korea Shipowners’ Association, Fearnleys.

Table 5. Growth of Korean Participation in Cross-Trades
Unit: million tons, per cent

Year Volume Per cent Change

1970 5.4 –
1980 11.4 7.8
1990 31.6 10.7
2000 181.6 19.1
1970-2000 – 12.4

Source: Korea Shipowners’ Association.

Table 6. Korean Operators in 2000 by Ships’ Capacity

Capacity

1,000s of G/T

Number of

Operators

Total Capacity

1,000s of G/T

Per cent of Total

Fleet Capacity

Over 2,000 2 6,217 51.4
1,500-2,000 – – –

1,000-1,500 2 2,602 21.5
500-1,000 2 1,518 12.5

100-500 4 804 6.6
Less than 100 51 963 8.0

Total 61 12,104 100.0

Source: Ministry of Maritime Affairs of Fisheries.
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12. Korean shipping companies earned $ 11.3 billion in freight revenue in 2000, up from $ 3.5 billion in
1990, an average annual growth rate of 12.5 per cent, thanks to the escalation of freight rates and
increased seaborne cargo.  Revenue from cross-trade increased to $ 6.0 billion in 2000 from $ 1.4 billion
in 1990, making up 58.2 per cent of the industry’s total revenue.  This growth is attributable to companies’
strengthening business activities through strategic overseas alliances and diversifying into the worldwide
service and the pendulum service.  In particular, revenue from container cargo increased steadily
among the export-import goods; iron ore and grain cargo gradually increased as well.

13. Reflecting this bright situation in freight revenue, the overall financial position of the Korean
shipping industry improved steadily from 1992 to 1995.  The industry was continuously in the black from
1988 to 1995.  In 1997, however, the industry experienced a slump in net profits due to a plunge in fare
prices and the economic turmoil in Asia.
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14. As you might imagine, the Korean Shipping industry has considerable know-how in all aspects of
maritime transport services, such as management techniques, cargo collection, and customer service.
And taking into consideration that it has a good merchant fleet, marine manpower, advanced shipbuilding
techniques and its position at the hub of northeast Asia, the growth potential of Korean maritime industry
seems large.  Thus, after enduring tough periods arising from the worldwide excess of shipping tonnage
and world economic/financial turmoil, the Korean Shipping industry is now expected to continue to
grow, building upon its recovery which began in 1999, as the world shipping industry recovers and cargo
volumes rise.  Thus, it is forecasted that Korea’s export and import cargo volume will rise to 89.2 million
tons in 2010 from 56.9 million tons in 2001, and Korean commercial vessel tonnage will grow to
1.95 million GRT.

C.  National policy toward liberalization

15. Starting in 1990, the Korean government has steadily introduced liberalization and deregulation
policies in the shipping industry, guaranteeing liberalization in the private sector and opening the domestic
market to foreign carriers for the purpose of corresponding with the trends of globalization.

16. As a result of these efforts, Korean shipping industry is now largely liberalized due to the elimination
of almost all trade barriers in maritime transport services.  Accordingly, the Korean government
understands it can no longer foster the growth of the shipping industry through protective policies.
Liberalization measures have included the following:

• Foreign carriers were allowed to establish branches in Korea (January 1989).

• Foreigners were allowed to invest in shipping auxiliary services, including maritime agency
service and maritime freight forwarding service (June 1993).

• In the case of the cargo reservation system for non-liner shipping, the number of items on the
designated cargo list has been gradually reduced from the original 11 to 3 (items were already
removed from the designated cargo list: government procurement goods, refrigerated goods,
cement, steel products, raw material for fertilizer, grain, coal and petrochemicals).

Table 7. Freight Revenue Trends by Cargo
Unit: million US dollars, per cent

1990 1995 2000
Annual Growth

Rate

Exports 599 1,326 2,446 15.1

Imports 1,480 2,512 2,796 6.6

Cross trade 1,406 4,781 6,026 15.6

Total 3,485 8,599 11,270 12.5

Source: Korea Shipowners’ Association.
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• The Waver System in liner shipping has been eliminated, allowing free access to the Korean
market by foreign carriers (January 1995).

• The licensing system of ocean-going shipping was transformed into the filing system, maintain-
ing the policy of gradual liberalization the shipping industry (in 1996).

• The Designated Cargo System was abolished entirely (in 1999).

D.  Korea’s basic position in the fourth WTO
Ministerial Conference

17. The successful launch of the Doha Development Agenda at the fourth Ministerial Conference was an
important milestone in the history of the world economy.  During these discussions Korea was acutely
aware of the fact that Korea has been an active participant in global trade for the past four decades, and
that Korea’s economic growth is largely due to multilateral openness.  Accordingly, Korea made every
effort to make the Ministerial a success.  While Doha merely confirmed the ongoing service negotiations,
which include maritime transport services, our view is that liberalization of maritime transport services is
vital to being able to realize the gains from multilateral negotiations since the maritime transport services
market economically impacts virtually all trade (since most of it is sea-borne).

18. Thanks to the efforts of all Members, Korea strongly believes that the success in Doha offered the
market a boost of confidence in the world’s commitment to preserving and strengthening multilateral
openness in trade.  Furthermore, it offered reassurance and momentum for the global economic rebound,
particularly at this point when the world is concerned about a world-wide slowdown.  This boost of
confidence is particularly important to the maritime transport services industry.  Since most trade occurs
through maritime transport, this industry can expect to reap benefits from multilateral liberalization.

E.  Expectations of the negotiations on maritime
transport service

19. Maritime transport is essential to expanding world trade.  Nearly 80 per cent of the world trade in
goods is seaborne.  As I mentioned above, Maritime transport is an important sector for Korea in the
service negotiations in WTO as it is responsible for 99.7 per cent of Korea’s trade in terms of volume.

20. However, the scope of the commitments for maritime transport services has been rather limited,
since negotiations were suspended in June 1996.  Only Korea and approximately 30 other members have
made commitments under the GATS agreement in connection with the Uruguay Round and following the
Negotiations Group for Maritime Transport Services (NGMTS).

21. Due to weaker discipline with little or no liberalization on maritime transport, in many Member
countries there exist barriers against new entrants into the market, restrictions on foreign investment, and
discriminatory treatment of foreign carriers in international shipping, which have consequently hindered
efficient international trade flows.

22. Therefore, Korea believes that the negotiations should aim to achieve progressively higher levels of
liberalization in the maritime transport services sector by means of eliminating or reducing the market
barriers that remain in many Member countries.  Korea also considers that All Members should
participate in the negotiations on maritime transport services since their full participation is crucial to
achieving a meaningful liberalization of maritime transport services.

23. To ensure that the negotiations are resumed and conducted in an efficient manner, Korea would like
to stress that the negotiations should be based on the results achieved during the Uruguay Round and its
subsequent negotiations.  More specifically, the negotiations should be comprehensive in scope, and in
addition to including the 3 pillars of international maritime transport services, maritime auxiliary services,
and access to and use of port services, it should also include maritime intermodal transport services.
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Korea also supports the use of the model schedule developed during the Uruguay Round.  In this regard,
Korea is of the view that maritime intermodal transport services can be defined as the carriage of goods
by international maritime and land transport by means of the same container, on the basis of an intermodal
transport contract, from one country to another country by a maritime intermodal transport operator.

24. Korea expects that the following measures, which function as important barriers to liberalization of
maritime transport services, should be addressed in the negotiations: limitations on equity holdings by
foreign companies; restrictions on the establishment of branch offices by foreign carriers; discriminatory
treatment of foreign flag carriers or vessels in the cargo reservation system or cargo sharing scheme;
restrictions on the use of shipping agents, discriminatory taxation measures and port dues; discrimination
against foreign carriers in the use of port services.

F.  Conclusion

25. In closing, maritime transport services constitute a leading sector that supports the expansion of
world trade in light of the fact that world seaborne trade has continued to increase steadily over the last
decades despite the intervening economic fluctuations.  Accordingly, the importance of liberalization of
this sector is obvious.  Furthermore, the liberalization of this sector will provide the benefits for all
countries, developed and developing countries alike.  Therefore I would like to stress that it’s vital that
the liberalization of such services make progress during the current negotiations within the WTO.
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COUNTRY REPORT OF SRI LANKA

A.  Introduction

1.  Early times

Historical evidence suggests that, in the 15th century Arab traders made Colombo, the centre of their
trading activities in the Indian Ocean.  A century later, the Portuguese fortified it and enhanced its
importance as the most popular emporium in the East.  During the Dutch period (1658-1796) a further
enhancement of Colombo’s importance was seen.  Nevertheless, it was under the British with the extension
of their sovereignty over the whole island, that Colombo received the greatest impetus for its rise to
eminence in the Indian Ocean region.

In the 19th and 20th Centuries, Colombo was the funnel through which almost whole of the trade of
the country flowed.

In the latter half of the 19th Century, Colombo was an open and dangerous roadstead which provided
some shelter to occasional ships.  But by 1910, it became the third leading Port in the British Empire and
the 7th busiest Port in the World.  With the expansion of the British Empire and the growth in Internal
Trade, the Port of Colombo became important not only from a commercial but also from a strategic point
of view.  It commanded the gateway to the East.

Part of the story of the Colombo Port is straightforward.  From the early nineteenth century Colombo
had been the main outlet for Ceylon’s exports and as these exports grew, so did the demands on the Port of
Colombo.  The reasons for Colombo’s pre-eminence in this respect are to be found in the internal
geography of Ceylon.  The major Ceylonese exports of coffee, tea and later rubber were grown in the wet
zone area that was served more economically by Colombo than by either Galle or Trincomalee.  During
Portuguese times, cinnamon, then the main export, had been grown in the vicinity of Colombo and
therefore Colombo became its chief outlet.

Late 19th and the early 20th centuries saw not only a dramatic growth in international trade but also
technological changes in inland and maritime transportation.  In Asian waters, this was signalled by a
network of artificial ports.  Although most of these ports performed a mixture of functions, each port
assumed importance in one or two specialized functions.  Bombay and Calcutta, for instance grew as inlets
to and outlets from vast hinterlands.  On the other hand, Hong Kong and Singapore developed as great
entrepots.

Colombo hardly had the necessary conditions to specialize in any one of the functions mentioned
above.  Colombo’s claim to eminence, however, lay in the strategic position that she enjoyed in the sea
routes in the Indian Ocean, to serve as a port of call for fuelling and other shipping services.  But to
take advantage of this position Colombo had to provide the port facilities and shipping services in such a
manner so as to conform to the basic economic dictum that a ship in the harbour earns no income to
the owner.  Thus from the very inception, a quick turn round of ships was the guiding principle in the
port improvement programmes at Colombo.

However, during the inter-war years, the coming of faster oil burners and competition from
the neighbouring ports threatened to undermine the premier position that Colombo thus attained as a
port of call.

It is said that the shipping at Colombo was more affected by the ebb and flow of shipping passing
through the Suez Canal than by the vicissitudes of Ceylon’s commodity trade.
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Thanks to some huge investments, made by Japan, Port of Colombo, by 1993 had reached the 28th

position among the world league of container ports from the 138th position it occupied in 1979 and latterly
to the 26th position.

2.  Decline of galle as a port

In the 1850s when the steamers were first introduced to the shores of Sri Lanka, they were not
larger than the sailing vessels of the time.  But in the sixties not only were sailing vessels being rapidly
displaced by steamers in Sri Lanka’s trades but the size and draft of the latter too began to increase.
Therefore Galle, because of the sub-merged rocks in and at the entrance to the harbour appeared to be a
trap rather than a place of safe anchorage.  Causalities to shipping consequently, were many and
prevented, Galle’s, reputation as a major port of call in the Indian Ocean.

Sri Lanka being an Island in the Indian Ocean close to India and centrally located in respect of
Asia, the Far East, the Middle East, Africa, and Australia, is unique in respect of the contribution
that could be made to the maritime transport industry, globally.

The central location of Sri Lanka has advantages to the logistics of transhipment activities, and as
such, has imposed its importance in international maritime activities.  The trends towards larger vessels,
enhances the coordination logistics, accentuating the value of the geographic location of Sri Lanka and
the contribution that could be made towards cost effective maritime transport, centred on Colombo as a
transhipment base.

3.  Current status of maritime transport services

Sri Lanka has a number of Commercial Ports and a National Merchant Shipping Fleet that provides
services to the Maritime Transport Industry.  Ancillary services including Ship Repair, Ship Building,
Bunkering Services, Salvage and Towage, Ship Chandelling and Off Shore Supplies, Cruise Shipping and
Marinas and Ship Management are available.  Multi-country consolidation, Entrepot Trade and Bulk
Shipping are also services provided in Sri Lanka.

B.  Ports

Sri Lanka has three major commercial ports viz. Colombo, Galle and Trincomalee.  Additionally,
Kankasanturai is a Port that serves coastal shipping.  New Ports are being planned in Oluvil in the East
coast and Hambantota in the South.

The capacities of the three major Ports are reflected in the throughput figures for the year 2001
as detailed below:

Colombo Galle Trincomalee

Ship arrivals 3,570 117 224 Nos.
Cargo loaded 9,043,954 1,363 312,718 tons
Cargo discharged 15,697,029 661,069 1,346,500 tons
Total cargo handled 24,740,983 662,432 1,659,218 tons

Of the total cargo handled the liquid bulk loaded and discharged in the Port of Colombo are as
follows:

Liquid bulk loaded  79,774 tons
Liquid bulk discharged 3,528,726 tons
Total liquid bulk handled 3,608,500 tons

Of the total cargo handled, containers are handled in the Port of Colombo.  Details of container
handling for the year 2001 are as follows:
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Imports 268,565 TEU
Exports 262,994 TEU
Transhipment 1,157,893 TEU
Re-stowing 37,153 TEU
Total 1,726,605 TEU

The Port of Colombo has two container terminals, the Jaye Container Terminal (JCT) with four berths
for mainline vessels and two berths for feeder vessels and the South Asia Gaterway Terminals (SAGT)
with three berths.  The details are as follows:

 JCT Berth 1 Berth 2 Berth 3 Berth 4

Length metres 300 300 320 320
Depth metres 13 13 15  15
Yard Area hectares 10.8 9.9 15.4 9.4
Quay cranes 3PP* 3PP* 3SPP* +66+3SPP*
Transfer Cranes 9 9 9 9
Terminal tractors and Trailers 160 total
Capacity TEU’s 350,000 350,000 400,000 400,000

*PP – Post Panamax, SPP – Super Post Panamax.

The Feeder Berths are of length 170 metres and 180 metres respectively in the North and South
Berths and of 9 metres depth.  The South feeder berth is equipped with two Post Panamax Container
cranes:

SAGT Berth 1 Berth 2 Berth 3

Length metres 340 310 290
Depth metres 15 15 15
Yard Area Hectares 20 total
Quay cranes  9  total comprising 6 SPP* + 3 PP*
Transfer Cranes 28 total
Terminal Tractors ad Trailers 50
Capacity 1,000,000 TEU’s

The first berth is due to be commissioned in 2002, while the second and third berths are due to
be commissioned in 2003 and 2004 respectively.

The Port of Colombo is well equipped to handle both bulk and breakbulk cargo.  A specially designed
tanker berth handles upto 60,000 DWT vessels that discharge oil through a network of submarine pipe
lines.  An SPBM facility outside the harbour handles the large crude oil carriers.

Currently the provision of additional facilities for container handling activities are under construction
in the Northern end of the Harbour, the Unity Container Terminal.  Additionally provision of twelve deep
draft berths are being planned outside the Harbour to cater for the shortfall.

Corporatization of the JCT is also being undertaken as a means to ensure greater efficiency and
productivity.

The Ports of Galle and Trincomalee serve as regional Ports. Galle has three berths at 8.9 metres
depth catering to 8,000 DWT vessels handling food as well as industrial material for the cement
industry.  Trincomalee has dedicated berths for the industries located in the Port and a common user
alongside berth to handle 40,000 DWT vessels with a depth of 13 metres is nearing completion.

The Port of Oluvil designed to handle 5,000 DWT vessels and small craft is envisaged to serve
the districts linked to it including Batticaloa, Monaragala and Badulla.  It is awaiting funding arrangements
for construction.
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The Port of Hambantota is at the feasibility stage to asses its potential.

C.  Ancillary services

Ship repair and ship building activities are conducted by the Colombo Dockyard Limited (CDL)
which has four dry docks ranging in size up to a handling capacity of 100,000 DWT vessels.  The Ports in
Galle and Trincomalee have basic slipway facilities for boat repair work.

The CPC has the exclusive rights in handling bunkering activities.  At present the volumes of
bunkering activities is low.

Ship chandelling and off shore supplies activities are supported by bonded store facilities available
in the Port of Colombo.

Presently Cruise ships touch the Port of Colombo for bunkers and yachts frequent the Port of Galle.
Further improving these activities by providing necessary facilities has been under consideration in the
drawing up of Master Plans for Port development activities.

D.  Shipping

During the 1970’s, the trend of protectionist measures adopted by Developing Countries to overcome
the control of liner shipping conferences, resulted in the creation of the Ceylon Shipping Corporation
(CSC).  The CSC acquired 8 ships.  In the 1980’s the CSC containerized its fleet ahead of its neighbours
India, Pakistan and Bangladesh contributing to the development of the Colombo Ports efforts to become a
hub port in the region.

With the Liberalization of shipping in the late 1980’s, and the rescission of the Central Freight
Bureau’s (CFB) export cargo allocation functions, the CSC was ill equipped to deal with the intense
competition that was suddenly forced upon it resulting in near collapse of the CSC.

Apart from the state owned CSC several companies own and operate vessels under the Sri Lankan
Flag.  Of these most operate only one or two vessels except Mercantile Shipping which is a joint-venture
company with equity participation by German collaboration.

E.  Port sector

In the development of Ports, the Policy Statement envisages that Colombo will be developed to
maintain the Hub Port status it has enjoyed in the South Asian region.  Galle is to be developed as a
multipurpose Port that could meet the regional requirements in shipping including coastal shipping
activities.  Kankasanturai will be a regional Port catering to coastal shipping activities for the transport of
essentials required in the region.  Trincomalee is identified as a Port with a vast potential for the fostering
many activities including, commercial shipping and cargo handling, industrial port activities, Ship repair
and ship building activities, Cruise and Marina activities for tourism.

Government is also encouraging private sector participation in the financing and operation of Port
related infrastructure with public sector participation where necessary and feasible.

F.  Shipping sector

In the shipping sector the Government contributes to the new liberalized environment prevailing in the
shipping sector.  The CFB is being restructured to handle the functions of research, compilation of
statistics and for intervention in conflict resolution.  To ensure that shipping services in and out of
Sri Lanka are fair and competitive and thus strengthening the position of shippers, the shippers council and
the freight forwarders Association will be strengthened.  Development of multi-modal transport by the
facilitation of related work is identified.
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As a policy to strengthen the National Carrier, the CSC will be encouraged to get involved in joint-
ventures with foreign collaborators on a commercial basis in areas such as feeder services.  Barge
services, passenger transport, ferry services etc.

To promote a good network of feeder lines promotional packages directed at encouraging feeder
operators to increase volumes of containers brought to Colombo is highlighted in the policy document.
The CSC will also be encouraged to handle feeder activities.

G.  Container operations

Enhancing productivity in container handling by enhancing equipment capabilities and uplifting
employee dedication and skills has been stressed.  Towards achieving these ends corporatization of the JCT
is identified as a priority project.  Establishing an independent port regulator is also identified as an
important requirement.

Development of off dock facilities such as Inland Container Depots to ease the congestion within the
Port has been noted.

The Government will also encourage and develop multi country consolidation and entrepot trade on a
large scale.  Affording these activities pioneering status for special tax and other concessions is also noted
so as to be a catalyst towards attracting the high risk transhipment containers by making them captive.

H.  Liberalization in historical perspective

How old is liberalization in the history of Merchant Shipping?  When did it start?  How was it before
liberalization?  These are some of the questions that one should examine before coming to the question of
liberalization itself.  “The Commercial History of Shipping” by Thorsten Rinman and Rigmor Brodefors
deals with this subject extensively as follows.

“England was steadily developing into a naval power and the English began to exploit their position of
power by means of protectionist legislation.  Thus in 1646 they adopted their first Navigation Act, under
which all commerce to and from the plantations in Virginia, Bermuda, Barbados and elsewhere in
America was reserved exclusively for English vessels.  In that way the basic conditions were created for
the extensive British maritime trade with the West Indies.”

“In October 1651 Cromwell introduced his expanded Navigation Act which included stipulations that
only English vessels should be allowed to compete for cargoes from all over the world bound for England,
Ireland and the English plantations overseas.  English imports were only allowed to be carried by vessels
built in England, owned by Englishmen and on which the master and at least 75 per cent of the crew
members were Englishmen.”

“After the end of the Second World War, the Allies were very anxious to protect their market
interests.  The basic principle was that the shipping companies should return to their former fields of
operation at approximately the same strength as in 1938-39.  The available world tonnage was therefore
pooled in a common organization in which the supply of shipping was internationally regulated according
to need.”

I.  American Marshall Aid

“Another factor that started a development of major significance for trade and shipping for decades
ahead was the American Marshall Aid.  In the summer of 1947 the American Secretary of State George
Marshall presented a plan under which war-ravaged Europe was to be reconstructed with money from the
United States.  This money was to be allocated to the industries and governments of Europe in the form of
grants and loans.  This gigantic plan began to be put into operation in the spring of 1948 with an
unprecedented rebuilding programme for the cities and industries of Europe.  The Marshall Aid enabled
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the economies of the war-ravaged countries to be recognized, West Germany to be reconstructed and the
foundations to be laid for the West German miracle.”

“A measure of the extent of Marshall Aid is the fact that the commodities shipped from the USA to
Europe during the late 40s under the terms of Marshall Aid kept 20 per cent of the world merchant fleet
employed.  The stipulation that, in accordance with American regulations, at least 50 per cent of these
commodities should be shipped on American vessels had a very severe effect on Scandinavian liner
shipping, in particular that of Sweden which had a high capacity on the North Atlantic routes during that
period.  The governments of the European countries collaborated in ensuring that the correct proportion
of cargoes was allocated to American ships.  This encouraged the European governments to reserve for
their own countries as mush as possible of the remaining freight which was available for open competition.
In this way many cross traders were forced out of the market.”

“Adopting US protectionizm as a model the countries of South America’s eastern sea bord then
embarked on a very thorough policy of maritime protectionizm.  By means of expensive freight reservation
cargoes were obtained for their own growing merchant navies.”

“One might say that the 50/50 rule of Marshall Aid with regard to general cargo formed the thin end
of the discriminatory wedge that was driven into maritime world trade.”

“In 1963 the Soviet Union entered the market for large grain purchases.  President Kennedy
nevertheless declared that the USA would sell wheat to the Soviet Union on condition that at least 50 per
cent of the grain transports would be carried out with American vessels.  These grain transports affected
the markets and on the route from the US Gulf Coast to the continent of Europe the rate was US$ 8.25.
The Liberty ships that sailed under the American flag and carried out the transports reserved by the
US government for over $ 20 per ton.”

J.  Pool agreements

“By 1971 a pool agreement was already being prepared between the container carriers engaged in
the North Atlantic traffic.  The background to the pool agreement was an intensive freight war.  As a
direct consequence of the freight war Moore-McCormack’s North Atlantic line was closed down.  The
American shipping companies received very high freight rates for the military cargoes and preferential
cargoes shipped out from the USA to Europe.  These profitable commodities represented 84 per cent of
the East bound cargo volume on American vessels.  The American shipping companies then undercut the
cargoes bound for the USA.  The East bound traffic, on the whole, paid higher freights than the West
bound and for that reason a statement was again demanded from the container carriers by the Federal
Maritime Commission in the USA.”

“Under the pool agreement of 1971 in respect of the North Atlantic Sea-Land was allocated 17.5 per
cent of the overall cargo volume.  The United States Line received the same proportion.  The Atlantic
Container Line was allocated 20.5 per cent, Hapag-Lloyd 14.2 per cent, Seatrain 11.25 per cent, Dart
10.6 per cent and American Export Lines 8.5 per cent.”

“The re-organization of Liner traffic in the main Liner trades thus happened first in respect of
the North Atlantic but by 1971 the turn had come to Australia and New Zealand and after that the traffic
to the Far East was containerized.”

“In the USA the Justice Department and the Department of Commerce demanded in 1974 that
the plans for a pool with regard to the liner traffic across the North Atlantic should be abandoned.
This pool was considered to be in conflict with the American anti-trust law.”

“In the autumn of 1978 President Carter used his veto to stop a proposal for a law to regulate the
activities of the Liner conferences.  In return the European shipping companies agreed to submit certain
documents.  The Liner companies’ discount system on the North Atlantic routes had for a long time
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worried the American law makers.  The US Justice Department had demanded that the European shipping
companies should hand over all cargo documents.  The European shipping companies refused, on the
grounds of recently passed legislation, to submit such documents.”

“In 1979 the Grand Jury case was determined and the North Atlantic shipping companies were fined
for having held policy discussions on the setting of freight rates.”

“In 1972 the Soviet Union and the United States concluded a maritime agreement which involved a
division of liner transportation between the two countries on a 50-50 basis.  A similar division in respect of
bulk cargoes, however, also left a considerable share to cross traders.”

One could see from what is set out above European and American shipping companies had flourished
for centuries under the protectionist legislation of their countries.  Today those companies are capital rich
and can be called technological super powers in the maritime transportation industry.  The under developed
world is therefore at the total mercy of the whims and fancies of these companies.  Liberalization will
bring the weak and strong to compete on equal terms.  Therefore liberalization for the Third World
counties must be troubled with equity.

K.  Sri Lanka and liberalization

Central Freight Bureau Act was passed in 1973.  Under this enactment booking of freight space
in respect of goods, produce and merchandise of what ever class or description for ships from any port
in Sri Lanka to any destination out side Sri Lanka was centralized.  By late 1980s Sri Lanka suspended
the operation of this Act and liberalized the freight business from Government hands.  The consequences
of this liberalization was hardest felt by the national carrier of Sri Lanka.  Shipping Corporation which
had nearly 14 vessels could not face the competition from bigger Lines.  It stoped it’s voyages to Europe.
Shipping Corporation started sustaining heavy losses.  This resulted in selling almost all their vessels
except for two small vessels which is used today for feeder services in this region.

L.  Liberalization of shipping agency business

Some where in 1992 Government decided to liberalize the shipping agency business.  Two Gazettes
Notifications issued on the 24th and 26th of June 1992 allowed foreign principals to acquire 40 per cent
shares in the shipping agency business.  Bureau of Overseas Investment was given authority to increase
this 40 per cent share holding even to a higher extent.  At this time Ceylon Association of Steamer Agents
took up this matter with the political leadership of the country. This is what they stated at that time.

“Shipping Lines are largely Foreign Companies earning their profits from liner operations, mainly
transport of goods by sea, while Agents in this country earn only by providing services within the country.
Hence, the nature of the business warrants that it be reserved for Sri Lankans.”

M.  Drain on foreign exchange

“The recent decision to permit foreign investments in the Shipping Agency Business will result in
40 per cent of the profits of this business being repatriated which would be a net loss of foreign exchange
to the country.  The annual revenue of the Shipping Agency Companies is in the region of Rs 500 million.
At least 40 per cent of this would be drained out as a result of the new decision of the Government.  One
has to consider whether the country at its present state, could afford such an outflow of foreign exchange.
The net foreign exchange loss to the country is the most convincing argument as to why present proposal
should not be implemented.”

“No foreign expertise or technical know-how is necessary for the Shipping Agency business.  In fact,
the locals in the business would have to educate the foreign expatriates who would be sent here to
monitor the functioning of Joint-Venture Shipping Agencies on business and local conditions etc.”
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“The Shipping Agency business is buoyant and virile.  It requires no injection of foreign capital.
In fact, this business is conducted with very little capital.”

N.  Principal – agent relationship

“This proposal raises a fundamental issue.  The foreign Principal becomes a minority 40 per cent
shareholder with his own Agent in the new Joint-Venture Company.  The agency business which the local
Agent conducted solely by himself, now gets transferred to the new Joint-Venture Company.  Thus, the
Principal becomes his own agent.  This anomaly will upset the Principal/Agent relation ship as it is
normally understood in commercial practices.”

“The principal, though the minority partner, will call the tune.  The local Agent preferring some
profit to nothing, would look up to the Principal’s charity.  The foreign Principal will seek every possible
way to minimize local profits, enabling his share to increase, which could mean the repatriation of the
maximum possible foreign exchange out of the country.  The Shipping Agent will be helpless in this
situation even though he may own 60 per cent of the shares as he is entirely dependent on the Principal’s
business.  The local Agent would thus be compelled to play a subservient role.”

“Presently the Sri Lankans are very careful to ensure strict compliance with the Exchange Control
Regulations, but the foreign investor will be inclined to be less respectful of these laws.  There are
instances, where Agents have quoted regulations to avoid attempts by the Principal to exploit the Agent.”

O.  JVC only a cost centre

“Having set up a Joint-Venture Company the Principal will do his best to transfer on to it as much as
possible of his costs of the operation.  For instance, certain costs which up to now he has been incurring in
his home base as Principal would be transferred to the Joint-Venture.  The Colombo Office will thus
function as a mere cost centre.  The final profit earned by the Joint-Venture would therefore be reduced.
This will result in a reduction in the Income Tax and Turnover Taxes that would become payable.”

“The Principal as a shareholder would want the books maintained to show minimum profits, thereby
reducing the profits due to the local partner as well as the taxes due to Government.”

“This move has passed on, to the effective control of a foreign Principal, a business which was
extremely efficiently handled by the Sri Lankan entrepreneurs.  The Sri Lankan partner, who is the
weaker, would find the control of the business not in his hands.”

“Under the proposed system, Principals will make available their Agencies to those locals who
could guarantee maximum discounts and rebates for services rendered than they now receive.  They would
not be concerned with the loss of foreign exchange to our country as a result.”

“If the Principals are now given the powers of a shareholder too in the Agency business, the local
entrepreneur will be ruthlessly throttled.”

Many years after this liberalization the Government had to call for monitoring reports to prevent
frequent violations of foreign exchange laws.  It is the unanimous view of all joint-venture local shipping
agents that these joint-ventures have now become cost centres for their principals.  Bunker Liberalization
is another area in which Sri Lanka has committed itself to liberalization.

P.  Shippers and their problems

Shipper’s Council of Sri Lanka had been insisting that the UN Liner Code of Conduct is being
flagrantly violated by various shipping lines. Their main grievances can be listed as follows:

1. That freight increases are made repeatedly without adhering to any conditions set out in
Article 14 of the Line Code.  These arbitrary ad hoc freight increases affects their export
pricing.
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2. Under Article 12 (1) “(a) Freight rates shall be fixed at a low a level as is feasible from the
commercial point of view and shall permit a reasonable profit for ship owners; (b) The cost of
operations of conferences shall, as a rule, be evaluated for the round voyage of ships, with the
outward and inward directions considered as a single whole.  Where applicable, the outward
and inward voyage should be considered separately.”  In other words there must be an equal
freight rate between two destinations.  As an example given it is said that freight rate from
Colombo to London is at least 30 per cent more than the freight rate of a TEU from London to
Colombo.  They also maintain that this is so even though the outward cargo to UK is more than
inward cargo from UK to Colombo.

3. Under Article 11 it is specifically stated that there shall be consultations on matters of common
interest between a conference, shipper’s organizations, representatives of shippers and, where
practicable, shippers, which may be designated for that purpose by the appropriate authority
if it so desires.

“The following matters, inter alia, may be the subject of consultation:

(a) Changes in general tariff conditions and related regulations;

(b) Changes in the general level of tariff rates and rates for major commodities;

(c) Promotional and/or special freight rates;

(d) Imposition of, and related changes in, surcharges;

(e) Loyalty arrangements, their establishment or changes in their form and general conditions;

(f) Changes in the tariff classification of ports;

(g) Procedure for the supply of necessary information by shippers concerting the expected
volume and nature of their cargoes; and

(h) Presentation of cargo for shipment and the requirements regarding notice of cargo avail-
ability.”

4. Frequent surcharges without any notice is causing concern among shippers councils in
Sri Lanka as well as in the region.  Their complaint is these surcharges which are levied to
cover sudden increases in cost that once increased had remained even though the cause of its
imposition had disappear.  Article 16 of the Liner Code dealing with the surcharges state
as follows:

“Surcharges imposed by a conference to cover sudden or extraordinary increases in costs or
losses of revenue shall be regarded as temporary.  They shall be reduced in accordance with
improvements in the situation or circumstances which they were imposed to meet and shall be
cancelled, subject to article 16, paragraph 6, soon as the situation or circumstances which
prompted their imposition cease to prevail.  This shall be indicated at the moment of their
impositions, together, as far as possible, with a description of the change in the situation or
circumstances which will bring about their increase, reduction or cancellation.”

Shipper’s Council in Sri Lanka as well as Asia takes up a strong position on the imposition of
Terminal Handling Charges as a recovery of cost when in fact it should be a part of FOB
cost according to them.

Therefore any liberalization of maritime transport and any framing of new regulations should
take in to consideration, concerns, aspirations and problems of the developing and Third
World countries.
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Q.  Objectives of WTO and GATS

In the objectives of the agreement establishing WTO states as follows:

“Recognizing that their relations in the field of trade and economic endeavour should be conducted
with a view to raising standards of living, ensuring full employment and a large and steadily growing
volume of real income and effective demand, and expanding the production and trade in goods and
services, while allowing for the optimal use of the world’s resources in accordance with the objective of
sustainable development,  seeking both to protect and preserve the environment and to enhance the means
for doing so in a manner consistent with their respective needs and concerns at different levels of
economic development.”

GATS in spelling out its objectives states as follows:

“Desiring to facilitate the increasing participation of developing countries in trade in services and
the expansion of their service exports including, inter alia, through the strengthening of their domestic
services capacity and its efficiency and competitiveness;

Taking particular account of the serious difficulty of the least-developed countries in view of their
special economic situation and their development, trade and financial needs”.

These are noble objectives which all nations have accepted. Unfortunately in the past the complaint of
the developing and under developed nations had been that laws, rules, regulations favourable to develop
nations only had been implemented while those that are relevant to the under developed world had remain
without proper implementation.  UNCTAD Liner Code of Conduct  is a case in point sighted most often
who had faced arbitrary treatment at the hands of the Liner Conferences.  Therefore it is important that an
effective implementation body is established with the consultative mechanism which can review the
grievances of the developing as well as under developed countries.

R.  Liberalization of maritime transport services

Sri Lanka’s current status of maritime transport services, and the National Policy statement on Ports
and Shipping together with the experiences gained highlight sentiments expressed by the Sri Lankan
representative at the World Trade Organization Ministerial Conference in Doha 9th to 13th of November
2001.

Highlighting trade, it was stated that “Sri Lanka recognizes that a strengthened rule based multilat-
eral trading system is important for free and fair trade and a robust world economy is a prerequisite for all
countries to benefit from growth in international trade in particular developing countries like Sri Lanka,
whose external trade contributes 68 per cent to GNP.  Therefore we reaffirm our commitment to rule
based multilateral trading system.  However, we share the view that imbalances and asymmetries do exist
in a multilateral trading system and that developing countries have not shared the benefits in an equitable
manner in the purported growth in international trade”.

The same has taken place in the sphere of liberalization where National Carriers have been reduced
to near extinction, and assets have been leased out at unrealistically low values that will ultimately affect
the economy of the country and its political stability.

Considering the above, and the commitment made to follow the international trends and regulatory
impositions, it would be important to have an opening to renegotiate agreements that have been found
drastically lopsided, specially in the interest of the countries economy and political stability.
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COUNTRY REPORT OF THAILAND

A.  Introduction

1. Situated in the middle of South East Asian Region and Greater Mekong Subregion, Thailand has
claimed itself as a fast growing trading centre and a potential gateway which significantly contributes to
regional development.  With its boundary adjacent to the sea, a considerable amount of Thailand’s
international trade volume relies on maritime transport.  Thailand’s international shipping services are
mostly open to all operators either Thai or foreign ones provided that such operators are qualified
according to its relevant laws and regulations.  Exceptions have been found in certain areas where the
promotion of some infant industries and the national security are involved.

2. Facing with changing environment, technological advancement and pressure from developed
countries towards liberalization of trade in services, Thailand has recognized the necessity to prepare
and adapt itself accordingly in order to survive the world shipping community.

B.  Current status of maritime transport industry in Thailand

1.  Merchant fleet size

3. Thailand’s international seaborne trade has been increasing steadily and rapidly, particularly during
the past decade. Nevertheless, only approximately 10 to 12 per cent of the total trade volume is carried by
Thai flag vessels.  This is due to the relatively small national fleet.  The Thai merchant fleet has increased
from 133 vessels with total carrying capacity of 585,873 DWT in 1981 to 390 vessels with capacity of
3,529,299 DWT in 2000.

4. As a result, a large proportion of Thailand’s seaborne trade volume is still relying heavily on foreign
shipping services.  This sometimes has led to the controversial issues alleged by Thai shippers as unfair
increased freight rates and unnecessary surcharges.

2.  Cargo throughput and port capacity

5. Presently, there are approximately 122 ports, wharves and jetties, which are able to accommodate
sea-going vessels engaging in international trade.  Most containerized cargo are handled at public ports
such as Bangkok Port and Laem Chabang Port while conventional cargo are handled through small private
wharves and jetties.  Bangkok Port, situated on the bank of Chao Phraya River which was formerly the
largest public port in Thailand, handled 1.609 million TEU of containerized cargo in 2001.  It still has to
reduce its cargo throughput to 1 million TEU to meet the government policy in promoting the use of Laem
Chabang Port and relieving cargo traffic coming in and out of the city.  Laem Chabang Port has been
facing an overflow of cargo throughput since 1999 when its actual throughput of 1.828 million TEU
exceeded the existing capacity of 1.650 million TEU for the first time.  In 2001 the actual throughput
has increased to 2.371 million TEU and caused sluggish cargo traffic through the port.  In response to
the situation, the Port Authority of Thailand, as the responsible agency, has implemented a port
expansion plan by developing the second basin and inviting the private participation on a Build-Operate-
Transfer (BOT) basis.  It is expected that at the completion of the second basin, the capacity of
Laem Chabang Port will increase to 3.5 million TEU, which might not be sufficient if cargo volume
increases dramatically.
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C.  Thailand’s background on the negotiations of
maritime transport services under GATS

6. Thailand has regularly participated in the Negotiations on Maritime Transport Services from the
beginning of the negotiations during the Uruguay Round.  In response to its trading partners’ requests,
Thailand offered to open its market with certain limitations on market access and national treatment by
submitting its specific commitments in 7 sub-sectors of maritime transport services, namely:

– International Passenger Transport (CPC 7211)
– International Freight Transport (CPC 7212)
– International Towing Services (CPC 7214)
– Shore Reception Facilities
– Port’s Captain Services attached to specific foreign vessel
– Marine Surveys and Classification Societies for the purpose of providing accurate documen-

tation and certification of vessels
– Freight Forwarding Services

7. In its schedule of specific commitment the limitations on market access are mainly on commercial
presence and presence of natural person which may be summarized as follows:

(a) Commercial presence:

(i) There is no limitation with regard to international transport of passenger, international
transport of freight and international towing services, but without commitment in respect
of setting up of legal entity to operate a ship under Thai flag;

(ii) With regard to shore reception facilities, port’s captain, marine surveys and freight
forwarding services, the commitments are limited only to a limited company legally set up
under Thai law with foreign equity not exceeding 49 per cent.

(b) Presence of natural person:

(i) The commitments are essentially limited to transfer of personnel within the same multi-
national trading company;

(ii) Unbound for ship’s crew.

(c) Due to the restrictions under its national tax law and obligations under the bilateral agreements
with certain countries, Thailand has to seek MFN Exemptions under GATS by submitting a list
of MFN Exemptions covering the following matters:

(i) In collecting value added tax (VAT) from foreign shipping company, Thailand will apply
3 different rates based on the principle of reciprocity;

(ii) National Treatment to foreign ship and shipping company will be given under the Treaty
of Amity and Economic Relation between Thailand and the US only;

(iii) Owing to the cargo sharing arrangements contained in bilateral agreements with China
and Viet Nam, traffic between Thailand and those countries may not be fully liberalized.

(d) Although negotiations have not been finalized at the end of the Uruguay Round, Thailand still
maintains its commitments submitted during the Round and regularly participates in further
negotiations under the Negotiating Group on Maritime Transport Services (NGMTS) which
lasted about 2 years without final conclusion.  During the negotiations under NGMTS, Thailand
decided to improve its offers by submitting a revised schedule of specific commitments which
was in line with the Model Schedule of Specific Commitments introduced by NGMTS.
However, the revised schedule of specific commitments was later withdrawn due to the fact
that it was subject to certain conditions which was not met by a certain member of NGMTS.
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D.  Existing policies/laws/regulations on the liberalization
of maritime transport services

8. In Thailand, most activities in maritime transport and other related shore-based services, including
port services, are carried out by the private sector, both local and foreign operators.  Although major
ports of the country are owned by government agencies and public enterprises, Thailand has maintained
policy that the private sector be allowed to participate in port services either by operating the existing
facilities in such ports or funding the development of and operating the new or additional ones.  Besides,
the construction and operation of private-owned port is allowable according to the Navigation in Thai
Water Act B.E. 2456 and the Law on Business Affecting Public Security and Well-being respectively.

9. With respect to market access under GATS, except international transport of freight and passengers,
other sub-sectors of maritime related services are subject to restrictions under the Alien Business Law in
terms of commercial presence.  Moreover, all activities in trade in services including those of maritime
transport are subject to restrictions on presence of natural person under the Alien Working Law.  Apart
from the said restrictions in market access, Thailand also has bilateral agreements on maritime transport
with certain countries.  So as to accomplish the commitment under GATS, Thailand has made progressive
achievement in preparation for removal of MFN exemptions necessitated by such agreements.
Consequently, the cargo sharing clauses on bilateral agreements between the Kingdom of Thailand-the
People’s Republic of China and the Kingdom of Thailand-the Socialist Republic of Viet Nam have been
abolished since 30 May 1995 and 14 September 1999 respectively.  As the law on value added tax (VAT)
was amended in 1998, the same VAT rate at 0 per cent has been applied to all shipping companies
providing maritime transport services into and/or from Thai territories without discrimination.

1.  Maritime transport services

Maritime transport services in Thailand may be classified into 2 types of services.

(i) International shipping

Maritime transport of goods and passengers to and from Thailand is open to all service suppliers
regardless of their countries or territories of origin. Ships of all nationalities calling at Thai ports are
treated equally without discrimination whatsoever.  There are no restrictions on access to cargoes to and
from Thailand, except only the transport of goods from certain countries to Thailand which is required to
be serviced by Thai flag vessels if such goods are purchased either directly or indirectly by the government
agencies or public enterprises.  To register a ship under Thai flag in this category, the ship owner must be
a limited company or public limited company incorporated under Thai law with at least 51 per cent of
Thai equity.  Moreover, it is stipulated that the proportion of Thai seafarers working on board Thai vessels
plying in the international trade route must be not less than 50 per cent.  In some cases, the proportion
of Thai seafarers can be reduced to 10 per cent when approval from the relevant Minister is granted.

In 1999, Thailand enacted the “Price of Goods and Services Act B.E. 2542 (1999)” and the “Trade
Competition Act B.E. 2542 (1999)” with a view to ensuring free and fair competition in trade in goods
and services.  Nevertheless, both Acts have no specific measure dealing directly with international
shipping.

(ii) Domestic shipping (cabotage)

Domestic Shipping in Thailand is reserved for domestic service suppliers.  The vessel to be used
for domestic shipping must be owned either by natural person of Thai nationality or juristic person
incorporated under Thai law with at least 70 per cent of Thai equity.  The ship duly registered under this
category may also be employed in international shipping if it meets safety standards and other standards
relevant to international shipping.  Seafarers working on Thai vessels engaging in domestic trade must
be 100 per cent Thai citizen.  Employing foreign vessel in domestic shipping may be allowed under certain
conditions on a case-by-case basis.
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2.  Port services and facilities

There are 3 issues to be mentioned as follows:

(i) Public port

At present, Thailand is continuing its efforts to increase private sector participation in providing
port services and facilities.  While most major public ports in Thailand are managed by relevant
government agencies, the terminal operations are contracted out to private sector and monitored by
steering committees, except for Bangkok Port which is both managed and operated by the Port Authority of
Thailand (PAT).  To operate terminals, private operators have to obtain permission from the relevant
government agencies (e.g. Harbour Department, Office of the Maritime Promotion Commission, etc.) in
constructing and operating the terminals, provided that their qualifications must meet the requirements
stipulated by those agencies such as major shares (51 per cent or more) to be held by Thai citizen.

In addition, Thailand also has the policy to privatize PAT in order to promote more private
participation in port management and administration.  Currently, the detailed privatization plan of PAT
has been prepared and is under the consideration of the Ministry of Finance.

(ii) Private port and wharves

The private port or wharves operators must obtain permission from the Harbour Department
before constructing and operating their ports.  Besides, they also have to get approval from Office of the
Maritime Promotion Commission for the economic justifications according to the law on Business
Affecting Public Security and Well-being.

(iii) Access to ports

Thailand has long adopted free access policy for the carriage of goods by sea.  Therefore, there is no
discrimination applied to either the national or foreign flag vessels on the use of the country’s channels
and ports and no restrictions on access to ports.

10. Another step towards liberalization under WTO/GATS has been witnessed when the Alien Business
Act B.E. 2542 was enacted in 1999 to replace the Announcement of National Executive Council No. 281
concerning foreign operators engaging in Thai Business.  Under the new law, certain restrictions on
market access under the mode of commercial presence have been relaxed which allow foreign operators
to enjoy more shares (particularly in terms of value), specific rights, work periods, etc. in the Thai
entity.  However, minimum requirements have still been maintained to protect the Thai entity from
being taken over.

E.  Thailand’s plan/policy toward liberalization

11. Thailand has proposed the Individual Action Plan (IAP) for the liberalization of maritime transport
services and submitted the plan to the APEC Coordinating Country (Australia), the details of which are
as follows:

Year 2001 to 2005

– Actively and constructively participate in continuing negotiation on maritime transport services
of WTO;

– Remove MFN exemptions for trade in maritime transport services under GATS as appropriate;

– Consider removing or relaxing the limitations on market access through commercial presence
in maritime transport services under GATS for APEC members;

– Expand commitments in maritime transport services under GATS and further liberalize trade
in maritime transport services for APEC members;
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– Continue the privatization of maritime port services and facilities.

Year 2006 to 2020

– Review the limitations on market access through all modes of delivery in maritime transport
services under GATS with a view to removing such limitations for APEC members when
appropriate;

– Maintain and further implement the privatization policy pertaining to port services and
facilities.

F.  Thailand’s position for the new round negotiation

12. Thailand, like most other developing countries and non-maritime countries, has been forced to take a
defensive position for the liberalization of maritime transport services since most of its maritime transport
and related industries are in the early stage of development.  This is due to the fear that those industries
will eventually be dominated or taken over by operators from developed/more-advanced countries who
have more capital, expertise and experiences.  Due to this limitation, Thailand has the view that it would
be wise to pursue the progressive liberalization approach where member countries commit to liberalize
the industries when they are ready.  This approach will not only meet the objectives of WTO but will also
provide developing countries the opportunity to develop their own industries’ competitiveness which will in
turn lead to the same level playing field as that of developed countries in the long run.

13. In this respect, Thailand will maintain its position which among other things, focuses on the
negotiations on the basis of separate mode of transport rather than the integrated transport approach since
the former approach adheres to the Central Product Classification (CPC) which are widely recognized
by most member countries.

14. The proposed specific commitments for the new round of negotiation will be based on those
submitted to NGMTS.  In case Thailand is requested by its trading partners to further liberalize the
maritime transport services other than those indicated in proposals, it will consider the possibility of
widening and deepening the proposed activities, provided that this must be in the limits allowable under
its relevant national laws and regulations.

G.  Thailand’s participation at the 4th WTO ministerial
meeting conference that took place in Doha,

from 9 to 13 November 2001

15. Thailand attached utmost importance to the negotiations on Agriculture, as it is still the sector that is
discriminated against in the WTO framework.  Trade-distorting export subsidies and domestic support
resorted to by some major trading partners are unjustly tolerated at the expense of the developing
countries that have comparative advantages in this sector.  The only reason that Thailand enters into a new
round of trade negotiations is to seek commitments from Members to end the discrimination against
agriculture and have it fully integrated into the WTO rules and disciplines.  Thailand believes that
without the commitments to end trade distorting export subsidies and domestic support in agriculture,
a new round of trade negotiations will not be relevant to itself.

16. Thailand has joined with other Members to push for a WTO Ministerial Declaration for TRIPS and
Public Health.  Without such Declaration, the public perception of the WTO as an institution that does not
respond to the needs of the poor in the developing countries will be more difficult to prevent and a failure
on this issue will have serious repercussions in  a  wider  context.  Our goal is not to weaken the TRIPS
Agreement but to seek clarification and to assure the public that the TRIPS Agreement will not be an
obstacle to the public health policies of Member countries.  Another issue of importance that Thailand
concerns is the possible extension of the protection of geographical indications to products other than
wines and spirits.
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17. With regard to investment and competition policy, Thailand recognizes that most Members,
particularly the developing countries, are not ready to participate in full-fledged negotiations on multilat-
eral agreement on these two issues.  They need to be convinced of the benefits to be derived form having
such multilateral agreements as well as the implications on their industrial and developmental policies.
Therefore, in the Doha Meeting, Thailand suggested further analytical work by  the Working Group and to
have its recommendation for decision whether to embark on these negotiations at the Fifth Ministerial
Conference.

18. On the issues of Trade and Environment, Thailand believes that existing WTO provisions are
adequately addressing environment concerns in relation to trade.  The Committee on Trade and Environ-
ment should continue with its existing work programme that is of value to Members especially the
developing countries to have better understanding on this complicated issue.  Thailand has strongly objected
to turn the Committee into a negotiating forum on environment and also cannot accept any proposal to
weaken relevant WTO provisions using environment protection as a pretext to create new trade barrier
measures. Indeed Thailand is against the introduction of a precautionary principle that is not science
based and goes beyond the scope of existing WTO provisions.

H.  Expectation for the new round
of service negotiation

19. For the new round of negotiations on maritime transport services, Thailand wishes to see the
following events:

– All major trading partners submit their specific commitments with substantial value if they did
not do so during the Uruguay Round and the NGMTS.

– The provisions on increasing participation of developing countries in Article IV of the GATS
should be taken seriously, especially paragraph 3 of the Article which emphasizes difficulty of
least developed countries in accepting negotiated specific commitment.

– All member countries should be subjected to the same rules without discrimination.

– A separate time frame for liberalization of maritime transport services for developing
countries should be implemented where member countries are allowed to decide on their
own time frame but within the same agreed deadline.
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COUNTRY REPORT OF THE REPUBLIC OF TURKEY

A.  General

The Republic of Turkey is located in an area where the Asian, European and African continents
come very close to each other.  Turkey’s coast lines, which encompass her on three sides with the
Mediterranean Sea to the south, the Black Sea to the north and the Aegean Sea to the west, make the
country not only a neighbour to the nearly regions, but to the entire world as well.  The Marmara Sea and
the Straits are very important water passages, which open the Black Sea to the outside world.  The
Marmara Sea, which is located completely within the national borders, opens to the Black Sea via the
Istanbul Straits and to the Aegean Sea and the Mediterranean Sea via the Çanakkale (Dardanelles) Straits.

The Turkish Straits, as being the only water route between the Black Sea and the Mediterranean,
is a waterway of strategic and economic importance.  They are located in Turkey’s internal waters.
They have unique physical, hydrological and oceanographic characteristics and complicated navigational
conditions.  The volume of traffic flow in the Straits has already exceeded the limits of safe navigation.
The increase in the number of the vessels, in recent years, which carry huge quantities of dangerous cargo
passing very close to densely populated areas, is a source of deep concern for Turkey.  A maritime
accident in the Turkish Straits that involves hazardous cargo not only has the potential of endangering the
lives of thousands of people but also may cause irreversible damage to the environment.  Besides, a
collision or an environmental disaster will force the closure of the Straits for unpredictable periods as
it happened in the past, affecting the economies of the Black Sea countries, as well as land locked
Caucasian and Central Asian States.

Safety of navigation in the Turkish Straits has vital importance for Turkey as well as for all nations
using the Turkish Straits.  To this end in 1994, the Turkish Government adopted a set of regulations for
maritime traffic in the Turkish Straits.  The purpose of these regulations is to ensure to the possible extent
the safety of life, property, environment and navigation in the Straits at the current level of maritime
traffic.

Transportation of additional oil and oil products through the Turkish Straits has recently become
one of the hottest discussion topics in the energy sector, parallel to the issue of extraction of the Caspian
and Central Asian oil reserves and their transportation to the Western markets.  Turkey strongly maintains
that the Turkish Straits is not a viable and acceptable option for the transportation of dangerous and
hazardous cargo including oil.

B.  Current status

Turkey, which is a peninsula, pays great attention to waterway navigation services and waterway
security.  Commercial and industrial services such as passenger and goods transport, vessel construction,
port services, auxiliary services and yacht tourism are the main pillars of the maritime sector.

Turkey approaches waterway navigation in harmony with the international principles namely, the
creation of a free and fair competitive environment, increasing waterway security, prevention of pollution
and the practices parallel to those principles.  The maritime sector is one of the most liberalized sectors
in Turkish economy.

Maritime activities are administered mainly by the Undersecretariat for Maritime Affairs which is
directly attached to the Prime Ministry.  Main objective of the Undersecretariat for Maritime Affairs as a
main authority in the field of maritime issues at the national and the international level is to determine and
coordinate the national maritime policy and other studies related to maritime issues.  The Undersecreteriat
consists of two general directorates, thirteen departments and other related auxiliary units.  Seven regional
directorates and sixty-eight harbour master offices were established at the coasts of Turkey.
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Turkey has merchant fleet having capacity more than 9.5 million DWT with about 899 ships
(over 300 GRT) and is in the 20th rank in the world fleet.  Total capacity consist of 5 per cent public and
95 per cent private sectors.  (Annex I)

The majority of ships comprising total merchant shipping fleet are bulk carries (48 per cent), dry
cargo ships (19 per cent), oil tankers (10 per cent).  The other types of ships constitute 23 per cent of the
fleet.  The increases, compared with the preceding years; oil tankers, container ships, fishing boats and
tugs are remarkable.

Maritime transportation has a share of average 72 per cent in export and 95 per cent in import
among overall international transportation, which clearly indicates the importance of maritime transporta-
tion in our foreign trade.

Turkish flagged ships make nearly one third (33.6 per cent exp. 32.5 per cent imp) of total Turkish
maritime transportation in both import and export while two third is made by foreign flagged vessels.

Maritime sector is one of the most dynamic and competitive sectors in the world.  Turkey is
closely following the international developments in this regard.  Turkey is also working together with
international and regional organizations, namely the IMF, the OECD, the WTO and the EU, in order to
follow the international maritime rules and procedures.

Turkey’s approach to maritime transport is consistent with the broad international principles of
fostering free circulation of shipping in fair competition and enhancing maritime safety and pollution
prevention.

There are some various measures to promote our shipping such as cabotage and cargo reservation
applications.

Turkey started to give more emphasis on privatization, in order to raise the productivity of ports.  In
different capacities, 9 ports are privatized and 10 ports are still handling in public sectors.  (Annex II)
During 2000, 38 million tons of cabotage transport, 86 million  tons of import, 32 million tons of export and
in total 150 million tons of transport have been handled in our ports.  Container handling in Turkish ports
are realized by the harbours belonging to some public and private ports such as Haydarpasa, Mersin,
Ïzmir, Ambarli, Gemport.  Each ports, either state and privately operated, are free to determine their
tariffs, however private ports can not apply tariffs higher than that of public ports.

On the other hand, the privatization programme for public shipping companies is at present on
the agenda of the relevant authorities.  The share of public ownership and government involvement has
been gradually reduced by opening some activities to private sector.

Privatization policies have been directed towards the effective and productive operation of Turkish
ports in line with market conditions.  Seven ports owned by the Turkish Maritime Administration have
been privatized through the transfer of operating rights model.

C.  Legislation

The recognition of Turkey as a candidate for accession at the Helsinki European Council in
December 1999 ushered a new era in the relations between Turkey and the European Union (EU).  After
the decision of European Council in Helsinki eight, sub-committees were set up on 11 April 2000 with
the task of monitoring the process of analytical examination of the acquis and comparison of the EU acquis
for maritime legislation with the corresponding Turkish legislation has been started.  The measures to be
taken for implementing the necessary amendments and modification in this regard has been on the
agenda of the relevant Turkish authorities.

The legal basis for maritime activities in Turkey is the Turkish Code of Commerce of 1959.  The
revision studies of the Turkish Code of Commerce have been launched under the coordination of the
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Ministry of Justice by considering the related laws of the Member States of the EU.  The provisions of the
Turkish Code of Commerce related to maritime affairs will be harmonized with the arrangements of the
EU in the broad sense.

Another legal arrangement related to the maritime sector in Turkey is Law No: 815 on Cabotage.
Auxiliary services rendered in Turkish ports and waters, except for transport, are subject to the Law on
Cabotage.

In accordance with Cabotage Act, all commercial shipping and related activities between the ports
of Turkey’s and at Turkish ports are granted to Turkish citizens. Briefly this means that trading in the
coastal lines is reserved for Turkish-flag vessels.  In this framework supply of services at Turkish ports
can be given only Turkish citizens and Turkish companies.  But ports and auxiliary services available on
non-discriminatory bases to users at the ports in Turkey.

The Law on Turkish International Vessel Registration was enacted in 1999 to increase the
international competition capacity of the Turkish maritime sector and to prevent avoidance from flying
the Turkish flag.  It is anticipated that this Law will encourage new investment for the establishment of
a young new fleet that will increase waterway security.

Turkey has two-register system. National ship register and international ship register.  According
to the National Ship register the right to flying the Turkish flag reserved to vessels that are owned by
Turkish citizens and companies that are majority owned by Turkish nationals and in addition General
Manager of company should be Turkish.  On the other hand company shares should be registered on the
related persons’ possession.

The newly introduced measure called second register will offer Turkish owners some incentives and
stimulate investment in younger tonnage, on the other hand there is no financial subsidies for shipping
company.

Turkish international ship register is established in Ïstanbul.  The scope of the law encompasses all
type of cargo, passenger and open sea fishing vessels and the commercial yachts carrying not more than
16 passenger.

Ships, registered with the national ship register, the ships and yachts built at home and ships to
be imported from abroad, which are larger than 12,000 DWT can be registered with the Turkish
International Register.

The ships and yachts owned by Turkish and foreign persons resident in Turkey and companies
incorporated pursuant to Turkish legislation can be registered with Turkish International Ship Register.

According to the law ships registered to second registry are exempt from some tax and funds.
Instead of this registration fee and annual tonnage tax are collected from ships.

The rules concerning pilotage and tugboat services to be supplied for providing safety of life,
property, environment and navigation in the seas, straits, bays and ports within the Turkish territorial
waters and how and under which conditions they will be provided have all been established in
the “Regulations on Pilotage and Tugboat Services Organizations” which was put into force on
28 January 1998.

D.  WTO Ministerial Conference in Doha

Turkey actively participated in the 4th WTO Ministerial Conference, which took place in Doha on
9-14 November 2001.  We are satisfied with the fact that the initiation of a new round of international
trade negotiations was decided during the Doha Ministerial.
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Turkey supported the initiation of a new round of international trade negotiations from the
start.  Turkey is of the view that the new round should be comprehensive, balanced and should take
into consideration of all the WTO members’ legitimate rights and concerns.

We believe that the new “Development Round” would result in a more equitable and balanced
international trading system.  It is important that the particular needs of the developing and the last
developed countries would be taken into account during the new round of international trade negotiations.

We think that the “Development Round” should contribute to the full implementation of the Uruguay
Round commitments and efficient functioning of the multilateral trading system.

The new round should create favourable conditions for faster economic growth globally, which
would benefit all members of the international community.

We are of the view that multilateral trading system faces a new stage of global challenges after
the Doha Ministerial Conference.  Some of those challenges stem from agriculture and services,
which are the two key areas of trade liberalization.  Unfair agricultural subsidies distort markets, harm
international trade and, the economies of developing and least developed countries.

Turkey attaches importance to the extension of “Geographical Indication”  protection to all products.
This protection has already been provided to wines and spirits.  We believe that the same protection
must also be given to all other industrial and agricultural products.

Doha Ministerial Declaration refers to the expected outcome of negotiations on services as
contributing to the cause of development.  We believe that the decision taken at the Doha Ministerial
regarding this issue would accelerate the process of negotiations and enable the members of the WTO to
carry forward the negotiations in an analytical and organized manner, disciplined through a timetable.
The developed countries need to be more receptive towards the needs of developing and least developed
countries in the area of services, as this sector plays a key role in their development.

Regional economic integration processes support the WTO system by providing more liberal trade
sub-groupings under the WTO system.  As long as such processes do not discriminate other WTO
members, they should be viewed as supportive and complementary to the WTO.  Trade liberalization
usually goes far than the WTO through these processes, which would pave the way also for the other
WTO members to further liberalize their trade regimes.

E.  Negotiations on maritime transport
services in WTO

Turkey is one of the few countries which have scheduled substantial commitments in the previous
negotiations on maritime transport services suspended by the CTS Decision (S/L/24) on 24 June 1996.
Therefore, we welcome the resumption of the negotiations on maritime transport services with the
commencement of new round of negotiations on services in 2000.

After the suspension of the negotiations in 1996, Turkey did not withdraw its schedule for maritime
transport services which covers the commitments on passenger transportation, freight transportation,
rental of vessels with crew, maintenance and repair of vessels and maritime auxiliary services, as well as
additional commitments. Details of these commitments are given below:

1.  Passenger transportation

There is no limitation on cross-border trade (mode 1) and consumption abroad (mode 2) except
cabotage transportation.  With respect to commercial presence (mode 3), the following limitations and
conditions are scheduled for the passenger transportation:

In order to fly Turkish flag, the shipping companies must have the majority of 51 per cent Turkish
shareholders.  All Turkish ships shall fly the Turkish flag.  A ship shall be regarded as Turkish only if its
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owner (or owners) is/are Turkish.  However, the following ships shall also be considered as Turkish:
(i) Ships which belong to legal persons such as bodies, institutions, associations and foundations set up
in accordance with Turkish Law, the majority of whose Board of Directors are of Turkish nationality.
(ii) Ships, which belong to the trading companies the majority of whose managerial staff and
representatives are of Turkish nationality and are registered on the Turkish Trade Register.

On presence of natural persons (mode 4), it is indicated that up to 40 per cent of officers of ships
which are engaged in international seaborn transportation might be foreign officers.  Besides, Turkish
nationality is required for the first mates and masters of ships as a condition on national treatment.

2.  Freight transportation

In the same way with passenger transportation, there is no limitation on mode 1 and mode 2 except
cabotage transportation.  All the conditions mentioned for the passenger transportation are also valid
for the establishment of a commercial presence and working conditions of natural persons in freight
transportation.  Additionally, in the national treatment column it is stated that, the vessels flying Turkish
flag either bidding for public cargoes to be shipped to overseas countries or carrying strategic raw
materials are benefited from the preferential treatment given in favour of them (i.e. they are entitled to be
awarded the bids even though their quotations are up to 10 per cent higher than the lowest foreign flag
vessels quotations).  And also, the Undersecretariat of Foreign Trade is authorized to permit the public
entities to have their imported goods (grain, coal, sulphate rocks, iron ore, fertilizer, acid) transported by
foreign flag vessels.

3.  Rental of vessels with crew

Regarding market access column, no limitations entered for mode 1 and mode 2.  However, with
respect to national treatment, it is inscribed that vessels rented by foreigners can not operate inside the
Turkish coastal waters and that vessels rented by Turkish nationals are considered as foreign vessels
which can not fly Turkish flag.  On the other hand, there is no limitation on mode 3 and mode 4.

4.  Maintenance and repair of vessels

There is no limitation and/or condition for all modes of supply in this sector.

5.  Maritime auxiliary services

Cross-border trade mode is inscribed as unbound, for the sub-sectors of maritime auxiliary services,
which are “maritime agency services”, “maritime freight forwarding services” and “custom clearance
services” in the market access column.  Regarding the commercial presence mode, a condition is entered
that only the agencies established in Turkey can provide these services.  But, there is no limitation
inscribed for national treatment column.

6.  Additional commitments

Turkey also scheduled additional commitments in maritime transport services.  In her additional
commitments, the following services are committed to be made available to international maritime
transport suppliers on reasonable and non-discriminatory terms and conditions:

1. Pilotage
2. Towing and tug
3. Provisioning, fuelling, watering
4. Garbage collecting, ballast waste disposal
5. Port Captain’s services
6. Navigation aids
7. Shore-based operational services essential to ship operations, including communications,

water, electrical supplies
8. Emergency repair facilities
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9. Anchorage, berth, berthing services
10. Container handling, storage and warehousing, freight transport

In the additional commitments, regarding the multimodal transportation, it is stated that “where
road, coastal shipping and related auxiliary services are not otherwise fully covered in this schedule, a
multimodal transport operator shall have the ability to rent, hire or charter trucks and related equipment
for the purposes of inland forwarding of international cargoes carried by sea, or have access to and use of
such multimodal activities for the purpose of providing multimodal transport services”.

Among the proposals submitted by members on maritime transport services in the new negotiations,
we support the European Union’s proposal which covers the services specified in the model schedule.
However, it is our opinion that, cabotsage transportation and multimodal transportation to the extent that
violates cabotage rights should be kept outside the scope of the GATS.  Therefore, country proposals which
offer to include the cabotage transportation services in the new negotiations are not acceptable by Turkey.

Turkey, considering the importance of maritime transport and its contribution to the development
of other services sectors as well as growth of international trade, desires further liberalization in this
sector and expects from other members to make substantial commitments as Turkey did well before.

Turkey
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Turkey

Annex I

Turkish Merchant Shipping Fleet

(As of December 2001, 300 GT and over)

SHIP TYPES Ship Number Per cent GT Per cent

Dry cargo 423 47.05 815,791 12.82
Bulk carrier 169 18.8 3,428,557 53.86
Refrigerated ships 4 0.44 4,983 0.08
OBO 4 0.44 227,441 3.57
Oil tankers 93 10.34 943,049 14.82
Chemical tankers 50 5.56 168,796 2.65
LPG tankers 9 1 26,098 0.41
Asphalt tankers 2 0.22 2,168 0.03
Water tankers 5 0.56 2,107 0.03
Passenger and cargo ships 39 4.34 68,028 1.07
Ferry boats 16 1.78 44,083 0.69
Train ferrys 7 0.78 11,253 0.42
RO/RO ships 25 2.78 329,765 5.18
Container 38 4.23 281,889 4.43
Fishing boats 15 1.67 10,473 0.16
Total 899 100 6,365,324 100

Source: Undersecratariat for Maritime Affairs.

Annex II

Main Ports in Turkey
(As of December 2000)

Name of Port Handling Capacity (Tons/Year)

0�SKENDERUN TCDD 3,223,600
0�SKENDERUN 22,425,600
BOTAS 54,750,000
MERSIN 5,510,800
ANTALYA 3,338,000
GULLUK (IZMIR) 336,000
0�ZMIR 4,931,600
ALIAGA 4,380,000
ÇANAKKALE 3,102,500
BANDIRMA 3,036,100
MUDANYA 2,000,000
GEMLIK 2,800,000
0�ZMIT 80,052,000
HAYDARPASA 6,488,300
AMBARLI 10,000,000
TEKIRDAG 5,500,000
EREGLI 12,225,000
BARTIN 511,000
SAMSUN 2,999,000
ORDU 865,000
GIRESUN 1,394,000
TRABZON 3,839,000
RIZE 529,000
HOPA 1,394,000

Source: Undersecratariat for Maritime Affairs.

ANNEXES
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COUNTRY REPORT OF VIET NAM

A.  Introduction

Viet Nam is situated in the South East of Asia with an area of about 329,000 square kilometres and
a population of nearly 80 million.  Facing toward the Pacific Ocean in the East, Viet Nam has a long
coastline of more than 3,000 kilometres along which a considerable number of ports are internationally
opened.

After a long time of centralized planning of the economy, the Doi Moi policy was launched in 1986.
Then Viet Nam’s economy has been shifted to market-oriented economy with different types of ownership.
By undertaking the so-called “open door policy” to call for foreign investments and practicing equitization/
privatization in some industries, the economy has been considerably improving.  The growth rate
of economy is remarkable year by year in the period from 1991 to 1997 (1991 increased by 6 per cent;
1992 – 8.6 per cent; 1993 – 8.1 per cent; 1994 – 8.8 per cent; 1995 – 9.5 per cent; 1996 – 9.3 per cent;
1997 – 8.1 per cent).  The growth rate in 2001 is 6.8 per cent.

Today the International and Regional economic cooperation is invincibly trended.  Our Government is
deeply aware of that and making the utmost efforts in improving and strengthening the cooperations.
Viet Nam has become ASEAN’s and APEC’s member country and we are applying to joint WTO in
early 1995.  We are under the process of negotiation to be WTO’s member.

International trade is one of the goals of a national economy, but it can not take place without
transportation. Shipping remains the most important mode of international transport.  So that, we are
trying to develop the maritime transport services to support the development of economy of the Country.
While applying the efforts in upgrading the maritime transport services, we are still facing with various
difficulties and challenges because of low conditions of infrastructures and lacks of capitals, experiences
and so on.

B.  Current status of maritime transport industry in Viet Nam

1.  Merchant feet

In recent years, the national shipping fleet has rapidly increased in number.  However almost ships
are of small and medium sizes.  Total number of ships of 100 GT and above of all types in recent 2 years
is statistized as in table 1 below:

In regard of the national merchant fleet, the table 2 hopefully shows some helpful data statistics
(up to the December 2002):

Viet Nam

Table 1.

Year 2000 Year 2001

Number of ship 970 1,037
Combined gross tonage 1,130,245 1,229,415
Combined dead weight 1,736,742 1,832,109
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2.  Ports’ capacities

As mentioned above, Viet Nam has a long coastline with the ideal shelters.  The commercial
seaports have been established along not only the seaside but also the riversides deeply upstream.  The
major ports managed and operated by the Viet Nam National Shipping Lines (VINALINES) – the biggest
state-owned Group of Companies, are ports of Quang Ninh, Hai Phong, Nghe An, Da Nang, Quy Nhon,
Nha Trang, Sai Gon, Can Tho.  The other ports are owned by the province state-owned enterprises
and there also are few ports operated by the joint-ventures.  In respect of port operation, joint-ventures
are not encouraged to establish.

The totally combined length of berths and terminals is approximate 20,000 metres.

Below are the volumes of throughput cargoes in some major ports in recent years:

Besides cargoes, a big number of passengers are visiting Viet Nam.  In 2001, the throughput
passengers in Viet Nam ports were numbering 403, 400.

3.  International shipping services available
to facilitate the trade

At presence, there is a state-owned Group of Companies called “VINALINES” that manages and
operates a number of shipping companies, major seaports and many companies involving in shipping
agency, brokerage and freight forwarding services.

Viet Nam

Table 2.

No. Type of Ship Unit State-run Non-state-run Total

1. Container carriers – Carrier 12 – 12
– TEU 8,000 – 8,000
– Averageage 14 – –

2. Tankers – Tanker 59 23 82
– DWT 394,787 29,500 4,242
– Averageage 20 20 87

3. General cargo ships – Ship 252 253 505
– DWT 775,153 198,483 9,736
– Averageage 15 14 36

Table 3.

(Unit: thousand tons)

Name of Port 1995 1997 1998 1999

Hai Phong 4,515.0 4,588.0 5,446.0 6,509.0
Sai Gon 7,212.0 6,820.0 7,601.0 6,971.0
Quang Ninh 704.0 798.0 1,011.0 676.4
Nghe An 310.0 480.0 480.3 474.3
Da Nang 830.2 882.2 829.5 1,023.4
Quy Nhon 447.0 838.1 955.0 974.6
Nha Trang 343.4 424.0 500.0 486.0
Can Tho 125.9 202.1 332.3 310.0

Source: National Year Statistics Book.
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Among the merchant fleet mentioned in table 1, there are 173 ships internationally trading with the
combined tonnage of 740,222 GT and deadweight of 1,056,616 tons, of which:

– Multi-purpose ships: 111 = 406,465 GT = 693,936 DWT
– Crude oil and PP ships: 18 = 147,297 GT = 186,875 DWT
– Container Carriers: 12 = 120,132 GT = 138,111 DWT
– Other: 32 =   66,328 GT = 37,694 DWT

In recent years, Viet Nam exported a big volume of crude oil, rice, coal, textile, foot-ware and
refrigerated products.  It also imported a large number of commodities such as steel, fertilizer, and
manufactured products.  The market share of the national merchant fleet still accounts for very low rate
(about 15 per cent) of the total imported and exported cargoes because of the restriction of out-dated
long-lasting way of trading.  Almost imported goods are under the “CIF”, and majority of exported goods
is under “FOB” terms: majority of imported/exported cargoes is carried by the foreign shipping lines.
Table 4 shows the volume and some main kinds of exported/imported cargoes:

4.  Future prospects for international shipping services

According to the forecasts, total volume of exported and imported cargoes will be 69 million tons by
the year 2005, 96 million tons by the year 2010 and 192 million tons by the year 2020.  Of which, the
Viet Nam merchant fleet shall carry 15 million tons (21 per cent), 29 million tons (29 per cent) and
77 million tons (40 per cent) respectively.

C.  Existing policies/laws/regulations

The Maritime Transport Services are regulated by the Law on Foreign Investment in Viet Nam,
Maritime Code, Law on Enterprises and different subsidiary legal instruments.  The different sectors of
economy are joining to do businesses in shipping industry in Viet Nam.  At presence, the sectors of
economy are categorized in the state, collective, private, joint-venture, and 100 per cent foreign-capital
sector.

According to the prevailing provisions, foreign investor can set up joint-ventures with the Vietnamese
partner(s) or through the business cooperation contracts to supply services in the international shipping
activities.

Foreign shipping lines can set up their representative offices in Viet Nam.

Foreign vessels are not allowed to carry the cargoes, which are in movement within the domestic
ports.  In the special cases, such kind of carriage can be accepted by the approval of the Minister of
Transport.

Viet Nam

Table 4.
(Unit: thousand tons)

1995 1997 1998 1999

Exported/imported cargoes 11,640.3 11,325.9 12,277.1 11,888.7

Goods for exportation 3,737.1 4,647.6 4,788.1 5,262.1
Of which: – Coal 477 316 216 147

– Rice 1,564.5 2,490.5 2,675.4 2.604.4

Goods for importation 7,903.2 6,678.3 7,489 6,626.6
Of which: – Fertilizer 1,350.1 1,450 2,675.4 2,531.8

– Machinery, equipment 1,297.1 1,158.8 652.2 613.4

Source: National Year Statistics Book.
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Viet Nam has signed Maritime Transport Agreements with more than 20 countries, but there are
no specified cargo reservation schemes.

Generally, the Government does not subsidize the port operation and shipping industry.

Overseas vessels calling at Viet Nam ports must comply with the procedures provided in the
Maritime Code and the subsidiary instruments.  Port-related services are based on the principle
“first come, first serve.”

D.  National plan towards liberalization

In order to implement the commitments in relation with the ASEAN’s agreements on maritime
services and to joint WTO, Viet Nam should consider the policies concerned to the liberalization of
maritime transport services:

(a) Lifting the limitations on supplying the shipping services in Viet Nam, eliminating discrimi-
nation between the domestic and foreign vessels in port dues.  Pilotage fees or cargo handling
charges and etc.;

(b) Improving competitiveness of Viet Nam merchant fleet by:

– Focusing on the development of national merchant fleet, especially that of container
carriers, crude oil and petroleum product ships by reducing average age of the fleet
and operating such specialized ships as container, bulk or gas carriers;

– Gaining a high percentage cargo-carriage market share for the national merchant fleet.

Being a developing country, the economy of Viet Nam is still of low position in comparison with
the other countries in the region.  Taking into account of that, the care should be taken during liberalizing
the maritime transport services.  The prompt liberalization may cause a lot of disadvantages to the
shipping industry:

(a) Due to almost ships are old, decreasing the average age of and modernizing the national
merchant fleet is an actual requirement.  That requires a vast fund and the capital may be the
biggest problem now.

(b) The competitiveness of the merchant fleet is comparatively low.

(c) The out-dated long-lasting way of trade (“CIF” purchase, “FOB” sale) is very difficult
to change.

(d) The traditional foreign shipping lines carrying Viet Nam imported/exported goods become
stronger.

E.  Participation to the Forth WTO Ministerial Conference
in Doha, from 9 to 13 November 2001

Viet Nam participated the 4th WTO Ministerial Conference that took place in Doha, from 9 to 13
November 2001 as observer.

F.  Preparation for negotiations

Being on the process of negotiation to become a WTO state member, Viet Nam must comply
with the regulations and principles of the Organization.  In the forthcoming negotiations, we would like
to give a priority for maintaining some measures to develop the shipping industry.  That will enable us
to compete with foreign shipping lines in the near future.

Viet Nam is preparing for initial offer on trade services in general, and in transport services in
particular.  We intended to give an offer related with the maritime transport services as follows:

Viet Nam
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Mode of Supply: 1. Cross border supply 3. Commercial presence
2. Consumption abroad 4. Presence of natural persons

The obstacles against the preparations are:

– Lacks of knowledge and experience on trade in services;
– Difficulties in identifying the competitive capacity of Vietnamese shipping industry.

G.  Matters in relation with the WTO negotiations,
we would like to discuss at the seminar

(1) What is the priority for the developing countries on the liberalization of Maritime Transport
Services?

(2) Could we receive the technical assistances for preparing policies in regards of liberalization?

(3) Are the maritime advocacy, ships’ classification, salvage, shipbuilding and so on included in the
list of the maritime transport services?

(4) How long does the new round for negotiation on Maritime Transport Services take?

Viet Nam

Maritime TransportSector or
sub-sector (a) International Freight Transport (less cabotage) CPC 7212.

(b) International Passenger Transport (less cabotage) CPC 7211.

Limitation on 1. Unbound
market access 2. None

3. Foreign  shipowner  may  establish  Representative  Office or  set  up  joint - venture with
Vietnamese shipping enterprises. Maximum share of foreign equity in joint-venture shipping
company allowable up to 49per cent. The license is subject to economic needs test.

4. Unbound except as indicated  in the horizontal section. Ship’s crew:  Foreign seafarers may
be employed on board a vessel flying the Viet Nam flag and owned by a joint-venture
company, but foreigners may not exceed one third of the vessel’s complement and the master
or chief officer must be Vietnamese citizens. The employment is subject to economic needs
test.

Limitation on 1. Unbound
national 2. None
treatment 3. Unbound

Additional
commitments
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Additional Information provided by Australia

WTO – GENERAL AGREEMENT ON TRADE IN SERVICES
COUNCIL FOR TRADE IN SERVICES, SPECIAL SESSION

MARITIME TRANSPORT SERVICES

8 October 2001, Geneva

Statement by the Australian delegation

• Australia actively participated in the Negotiating Group on Maritime Transport Services (NGMTS)
in the 1990s.  We, therefore, welcome today’s meeting exploring the scope for the resumption of the
negotiations on Maritime Transport Services.

• Despite the growth of international air cargo in the past decade, eighty percent of world trade by
volume is still being transported by sea.  The provision of safe, efficient and competitive maritime
transport services by the sector remains important benefiting the world economy as a whole and
all WTO members individually.

• Over ninety percent of Australia’s goods, in weight terms, are transported by sea.  Clearly, as an
island-continent and shipper-nation, access to a sufficient volume and competitively priced services
remain vital to our economy and our well being.

• Our policy objective, therefore, is an internationally competitive maritime transport industry, which
observes international standards of safety and environmental protection.

• Over the past two decades we have pursued economic reforms aimed at improving the efficiency and
competitiveness of the Australian maritime transport sector.  These reforms included the corporatisation
of port authorities and the privatisation of some ports, the licensing of auxiliary and port services to
the private sector, and waterfront (labour) reform.  We also continue to adhere and adopted stringent
safety and environmental standards in compliance with international conventions and agreements.

• Although the negotiations of the NGMTS were not completed in 1996, we consider that they provide
a solid basis for the next round of MTS negotiations.  We hope that the achievements and experiences
of the NGMTS will not be lost.

• We consider that the resumption of the MTS negotiations should start with the re-opening of the
offers on the table in June 1996.  We would welcome new participants who could join the negotiations
by submitting their offers now or at a later stage the negotiations.

• We consider the three-pillar model comprising maritime transport services, maritime auxiliary
services and port services the basis for the negotiations.  However, with international transportation
increasingly becoming an integrated service combining two or more modes of transport, we also
consider that multimodal transport should be included in the negotiations as the fourth pillar.  Our
Proposal provides a definition of multimodal transport, which may serve as a starting point for
negotiations on this issue.

• It is our hope that we can all be flexible in our approach and negotiation method aimed at achieving
an agreement on MTS, and that we will consider alternative approaches should the need arise.
Clustering or a package-approach could be one of these; there may be others, which may emerge
during the negotiations.

Australia
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• We acknowledge that much progress has been made throughout the past decade in the liberalisation
of maritime transport services and in port reform, particularly in the Asia-Pacific region.  However,
all pillars and particularly the second and third pillars still provide ample scope for further
liberalisation.

• Australia suggests that the negotiations focus on the following major areas that restrict market
access, as detailed in the Proposal:

– Restrictions on commercial presence;
– Restrictions on access to international maritime services;
– Non-tariff measures and business practices that place unreasonable burdens on transporters

and their clients;
– Lack of appropriate and transparent competition legislation in all three pillars and enforcement

of existing legislation.

• Australia considers that in dealing with competition issues relevant to international liner cargo
shipping, it is very important for countries to adopt compatible regimes.  The Australian Government
has reviewed its policy the Australian Government and decided to retain the existing regime.  This
allows liner shipping conferences to collaborate as conferences, but subject to conditions designed to
protect the interest of the users (exporters and importers).  Our regime is broadly similar to those
adopted by major trading nations (Japan, Korea, the USA and the EU).

• As is apparent from our Offer in 1996, and strengthened by further reform in the maritime transport
sector since, Australia has an open, liberal and competitive maritime transport environment.  One in
which both domestic and foreign companies and vessels operate on a nondiscriminatory basis.
We invite other members to offer similar conditions and address those barriers in trade and
investment in MTS that remain in their countries.

Mr. Chair, allow me to elaborate a bit more on two issues in advance of today’s meeting with
some members:

• As said, we have raised the cluster approach in our proposal, to highlight the fact that further down
the track we may need to be flexible and creative so as to secure an MTS agreement.  A cluster
approach may be one solution; there may be other solutions.  However, at this stage it is too early to
make any formal proposals as the MTS negotiations under the pillar model have not yet started and
we do not have a clear view on how they will develop and what difficulties lie ahead.  We have
circulated ideas in the regional APEC forum and would be happy to share these with interested
members.

• Secondly, why does Australia consider it important that competition policy is included in the
MTS negotiations?  Allow me by way of explanation provide a brief overview of how competition
policy is applied in the maritime transport sector in Australia.

• Australian legislation provides for limited and conditional exemptions from competition rules for liner
shipping (Part X).  The legislation provides shippers (exporters and importers) with countervailing
powers enabling them to resolve issues/problems with shipping conferences through commercial
negotiations.  Failure to arrive at an agreement can result in the Australian Competition and
Consumer Commission (ACCC) investigating the dispute.  Furthermore, the exemption has been
limited to liner shipping activities covering the ocean transport and the loading and discharge
operations at the cargo terminal (including inland terminals).  Inland haulage is not covered under
the exemption.  Road transport is a highly competitive sector in Australia.  Rail services are being
provided by both state-owned and private sector operators, thus providing a contestable market.

Australia
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• The corporatised, and in some instances privatised, ports are required to operate under the acts by
which they have been created and report to their State regulators.  In addition, with the National
Competition Principles applying to them, they are subject to the Trade Practices Act, which prohibits
anti-competitive behaviour.  The competition principles include a range of initiatives aimed at
increasing competitive pressures such as ensuring competitive neutrality and independent scrutiny
of port authority prices.

• During the 1990s many port authorities have removed themselves from the provision of auxiliary
(stevedoring, warehousing) and port (pilotage, towing) services.  Licence holders providing outsourced
auxiliary and port services are generally required to ensure a satisfactory standard and level of
service and to comply with the legislative (State and/or Federal) regime.  Where exclusive licenses
are issued, these are often issued through public tender.  As commercial service providers they are
subject to the provisions of the Trade Practices Act.

• Competition in the Australian shipping market is further increased by providing foreign nationals
access to port and auxiliary services, provided they obtain leases or licences from regulatory
authorities or comply with legislation that also applies to Australian nationals.

• We think that implementation of similar measures by WTO members under the forthcoming MTS
agreement would bring more competitiveness to the maritime transport sector worldwide and
would lead to a decrease in shipping costs.

• As far as the horizontal nature of competition policy is concerned, we think that it is beneficial to
conduct horizontal negotiations across the sectors in parallel with those within specific sectors.  It
would ensure that if the general competition policy discussions do not eventuate in an agreement, we
would still have an option of such agreements within specific sectors.  Though the benefits of
such sectoral may not be as large as that of a horizontal agreement, they would still be better than
no agreement at the sectoral level and would contribute to more liberalisation within the WTO
framework.

Thank you, Mr. Chair

Australia
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