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Policies to facilitate
market access

9.19.19.19.19.1 Competition policyCompetition policyCompetition policyCompetition policyCompetition policy

9.1.19.1.19.1.19.1.19.1.1 The challengeThe challengeThe challengeThe challengeThe challenge

Adequate competition legislation – and a commitment to enforcement of
that legislation – is a vital element in fostering the development of a
vigorous market in multimodal transport services. Competition, in the
form of rivalry between buyers and sellers, generates substantial public
benefit. It forces businesses to improve quality and/or lower prices. It also
forces them to adapt quickly to new technologies and consumer demands.

Competition policy may take the form of national anti-trust legislation
applying across a wide range of industries, including transportation.
Alternatively, anti-trust legislation may be of an industry specific type,
outlawing a range of unfair business practices in a particular mode or
modes of transport.

Without adequate competition legislation, entry of new intermodal
transport firms into various markets may be made much more difficult,
for international as well as domestic entrants. The lack of a strong pro-
competitive framework can therefore form a serious impediment to the
development of innovation and the fostering of innovation in transport
services, and consequently to the development of a strong and effective
intermodal system.

The effect on industry competition is a critical concern when considering
mergers and acquisitions in the intermodal sector. The trend, not just in
the maritime sector but also in the rail sector, as seen in the United States
and Canada, has been for a dramatic consolidation of ownership through
a series of mergers and acquisitions which have resulted in concentrated
market power, through either a reduction in the number of market players
or through the vertical integration of either upstream or downstream
activities.

The nature of competition policy differs as between ESCAP member
countries. Not all countries have a formal, clearly articulate competition
policy or generally applicable anti-trust legislation. Amongst those that do
there are important differences in stance towards specific anti-competitive
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business practices, including mergers, acquisitions and market dominance,
predatory pricing and access to essential facilities.

9.1.29.1.29.1.29.1.29.1.2 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

Competition policy is not usually managed at an industry level, rather
there are a number of general competition principles that apply to all
industry groups and a central body that is responsible for oversight and
enforcing the principles through regulations and court actions where
required. This is usually helpful because it reduces the danger that those
responsible for the administration of competition policy will be dominated
by or effectively captured by powerful vested interest groups within the
regulation industry.

Governments can assist in fostering the development of a strong and
innovative intermodal sector by:

developing and enshrining in legislation clear rules for the protection
of competition, and ensuring that intermodal operations, whether
conducted by national or foreign operators, are subject to these rules;
ensuring that the competition framework permits mergers and
acquisitions within the sector that would result in significant increases
in market power only if a clear social benefit would result;
prohibiting market behaviour that is intended to and likely to lead to
a significant lessening of competition (such as predatory pricing);
prohibiting market behaviour that is likely to reduce the effectiveness
of competition in stimulating the growth of intermodal operations
(such as collusion in pricing); and
ensuring that access to essential infrastructure, including critical
intermodal terminals, is available to actual and potential competitors
on equitable terms and conditions.

9.29.29.29.29.2 Government ownership and competitionGovernment ownership and competitionGovernment ownership and competitionGovernment ownership and competitionGovernment ownership and competition

9.2.19.2.19.2.19.2.19.2.1 The challengeThe challengeThe challengeThe challengeThe challenge

There are many reasons why governments may wish to have some
involvement in the development of intermodal operations, particularly
during the initial stages of development of the sector. However, it is
useful to recognize that direct government involvement in the provision
of commercial transport services brings with it significant dangers.

In many Asian countries one of the constraints on the development of
adequate intermodal facilities is the lack of competition in transport
operations, especially when these are owned and operated by government.
Government monopoly on transport operations can stifle innovation, and,
in particular, act as a barrier to the injection of international expertise in
the intermodal sector.

72   Expanding port hinterlands: Policy guidelines



9.2.29.2.29.2.29.2.29.2.2 PPPPPointers to the way forwardointers to the way forwardointers to the way forwardointers to the way forwardointers to the way forward

Historically, although the Chinese government has been conscious of the
need to overcome infrastructure and regulatory obstacles that stand in the
way of attracting high quality logistics providers, the central government
has maintained control over the logistics industry, generally by insisting
that foreign transportation and logistics operators operate through joint
ventures that are majority owned by government-owned enterprises. This
has had the effect of reducing effective competition in the sector.

However, China’s entry into the WTO has led to a significant relaxation
of these restrictions, and authorized foreign operators are now able, at
least in principle, to operate inland services in their own right. This is
expected to lead to an ‘influx of foreign company involvement, investment
and the competition’ that will help to drive an expected increase of 15 per
cent a year in international import and export throughput carried by the
Chinese rail network over the next decade.1

9.2.39.2.39.2.39.2.39.2.3 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

Governments can assist the development of a vigorous intermodal
industry by encouraging private sector participation in intermodal
activities, ensuring that:

viable commercial operations are practical;
private sector control does not lead to undesirable monopolization of
key infrastructure; and
government-owned organizations compete with private sector
companies on a level playing field.

9.39.39.39.39.3 RRRRRegulatory reformegulatory reformegulatory reformegulatory reformegulatory reform

9.3.19.3.19.3.19.3.19.3.1 The challengeThe challengeThe challengeThe challengeThe challenge

The licensing of operators in many areas of intermodal operation is
necessary to protect public safety and the environment, and it may be
necessary in some sectors to ensure appropriate standards of service
quality are maintained. However, licensing requirements can be applied
inappropriately, and can lead to significant inefficiencies in the supply
chain.

The potential impact of inefficient or inconsistent licensing arrangements
can be severe. The Chinese government is planning to spend at least
US$120 billion on improving existing roads, and building more than
200,000 km of new roads, especially in the western provinces, by the end

1 Bright future for Chinese intermodal, Containerisation International, November
2001.

9: Policies to facilitate market access   73



of 2006 because the road transport mode has proved itself to be far more
flexible and reliable than other modes in terms of door-to-door delivery
options and freight pricing. While this investment in the road system will
contribute to enhancing the country’s distribution networks between
China’s major provinces, a high level of bureaucratic regulation in the
form of provincial licensing and toll systems still restricts the free
movement of trucks and significantly impacts on the cost of moving cargo
between ports and their hinterland.

The difficulty of navigating the licensing system effectively is reported to
have deterred many companies from participation in the market, and
some that have made the investment are finding it difficult to deal with
the regulations. According to APL Logistics, regulatory restrictions are the
biggest constraint on third party logistics specialists wishing to move into
China. Licenses are required for many activities that a North American or
European based company would take for granted. For example, licenses
are needed for the right for trucks to travel in certain provinces or for
foreign companies to acquire Chinese transportation and logistics services
providers, an issue that is exacerbated by the fact that there is no single
pan-Chinese authority that issues those permits and licenses; rather it is
done on a regional province and city-by-city basis.

9.3.29.3.29.3.29.3.29.3.2 PPPPPointers to the way forwardointers to the way forwardointers to the way forwardointers to the way forwardointers to the way forward

Until recently, about half the 13,000 container trucks that cross the Hong
Kong, China – Shenzhen border daily are empty because mainland
regulations have prohibited them from taking cargo back out of the
People’s Republic of China.2 Hutchison Port Holdings (HPH) operates an
inland container depot at Guanlan in the Baoan district of the People’s
Republic of China, about 32 kilometres northwest of Yantian International
Container Terminals. The Guanlan Inland Container Depot is strategically
located in the middle of Shenzhen’s major cargo gateways, Yantian Port,
Huanggang border crossing, Shekou and Huangtian Airports. The inland
container depot is also near a number of large industrial areas, allowing
consolidators and freight forwarders to provide supply chain services,
including quality inspection and customs clearance to their customers. Its
position also provides empty container storage services for shipping lines.
To take further advantage of the depot, in September 2003 Hutchison
Whampoa subsidiary Logistics Network Enterprise (LINE) negotiated a
license with Guandong and Hong Kong, China authorities that allows
Guanlan Inland Container Depot to provide trucks with full export
containers in return for empties.

2 Joon San Wong, Transport Link cuts 15 per cent from shipper costs,
Containerisation International News, 11 September 2003, http://www.ci-online.co.uk
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9.3.39.3.39.3.39.3.39.3.3 PPPPPolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelinesolicy guidelines

In many cases, licensing requirements no longer meet contemporary
needs: they were introduced at a time when commercial, technological and
political circumstances were very different from those that prevail today.
Yet inconsistent, cumbersome or unnecessarily restrictive licensing
arrangements can significantly inhibit the development of intermodal
systems and the effective expansion of port hinterlands.

Governments can control this risk by ensuring that:

all licensing requirements relating to intermodal transport are subject
to periodical review to ensure that licences continue to be necessary
on economic, social or environmental grounds;
where licensing continues to apply, the requirements for the issue of
a licence focus on the objectives of the licensing arrangement and do
not include unnecessary conditions, especially where these conditions
would have the effect of limiting competition or inhibiting entry into
the industry;
as far as possible licence requirements are consistent across the country;
licence application procedures are as simple and straightforward as
possible; and
licence criteria are clear and unambiguous and readily available to
potential applicants.
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