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Abstract

The liberalization of Maritime Transport is one important
element to increase the export competitiveness of a country. In fact,
studies remark that, for some countries, the effective rate of protection
by the costs of transport is much higher than that of tariffs. One of the
most relevant elements in the determination of the costs of maritime
transport refers to the efficient management of ports. The global trend
towards trade liberalization and integration and economic
interdependence led Latin American countries to opt for programs of
economic reforms that incorporated the participation of domestic and
foreign private agents in sectors of the economy that were previously
reserved to the state. Among the most significant of these was the
reform of ports. In this area, the most vital seems to be to secure that
the competition potential among operators is maximized. In the case of
Latin American countries one should consider three factors which
concur to the successful implementation of a public/private financing
for the ports: a) seeking capital is very important for the financing of
investments, since many governments have restricted budgets due to
the debt service payments; b) the rapid economic growth has generated
new traffic that demands new facilities and more efficient services
and, finally, ¢) the strong competition makes indispensable the
improvement of port facilities because otherwise the ports can be
displaced by their rivals.

Another problem that affects maritime transport efficiency
refers to the regulation of the cabotage traffic. Restrictions to cargo
and passenger transport inside the national territory are part of the
maritime legidation of nations on aworldwide scale. Several countries
still restrict thistype of transport to the ships with national flags, and
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they establish minimum percentages for crews of national origin. Nonetheless, some
countries have liberalized cabotage completely. The liberalization of cabotage traffic brings
advantages in terms of: smaller freight costs, better use of idle capacity, higher frequency, higher
competition, needlessness of the waivers and more maritime cargo transportation.

Although Chile has been at the forefront of the process of trade liberalization this process
has not been without difficulties. In the case of maritime transport Chilean law and regulations
have been extensively modified and liberalized. The objective has been the increase of efficiency
and the attraction of foreign direct investment. However, there are limits to this process that refer
specialy to questions of sovereignty, security and simple protectionism. In the area of cabotage and
pilotage the evolution of maritime trade liberalization has been an example of the challenges that
still face the liberalization processin Chile.

The present document will briefly review the modifications implemented in the Chilean
maritime legislation and the difficulties that remain for a more efficient public sector management.
Taking into consideration the transformations that happened on a global scale, it discusses some
aspects of the maritime transport sector and suggests areas of policy action that may assist the
construction of acommon regional maritime integration regime.
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Introduction

Service activities are becoming the most relevant sector in the
world economy. They are incorporated in most of the economic
activities, representing around 70% of world value added and 18% of
world exports of goods and services. Maritime transport services are
one of the main services sectors, together with telecommunications,
financial services, business services and tourism.

Trade in services is affected by laws and service regulations that
may discriminate against foreign services or foreign services suppliers.
Their liberalization is a recent topic, since it entered the multilateral
scene at the beginning of the 1980s. The results of negotiations to
liberalize services were compiled in the General Agreement on Trade
in Services (GATS) under the framework of the World Trade
Organization (WTO) that entered into forced on January 1, 1995.

It must be stressed that "liberalization of trade in services'
means the extension of the multilateral trade system principles to
regulation applying to services in each country, i.e., to the widest
variety of public policy measures, which must be applied reasonably,
objectively and impartially.

The basic principles of GATS are non-discrimination,
transparency and progressive liberalization. Non-discrimination refers
to twofold principles of most-favored-nation (MFN) and national
treatment. The agreement consists of three parts: the main text, which
details the genera principles and obligations applying to all
signatories; the annexes, which deal with regulations applicable to
certain sectors; and national schedules of specific commitments,
which are arrived at by negotiation and represent the starting point for
services liberalization (for details, see ECLAC, 2001).
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At the end of the Uruguay Round, an important worldwide movement toward the
liberalization of commercial flows was originated. At the same time, the maritime services sector
intensified the incorporation of new technologies and began regulatory reforms. As a result, even
though there are no multilateral liberalization provisions, this process resulted in the decrease of
transport costs.

The liberalization process may also be appreciated at three different levels: unilateral,
bilateral and multilateral. According to this characterization, the process of liberalization of
transport services in Chile from the middle of the 1970s can be associated to a unilateral opening
strategy. Later on, it also incorporated the bilateral and multilateral context. By reviewing this
Chilean process of liberalization, we can find examples of the three levels of liberalization.
Moreover, the study of the Chilean Maritime Sector can be justified by the extended regulatory
reform that this sector has undergone in the country, by the relevance of the sector for the Chilean
economy, particularly to its export sector and by the possibility of studying the effects of a more
advanced application of regulatory reform in a developing economy.

The present paper will review the modifications implemented in the Chilean maritime
legidlation and difficulties that remain for a more efficient management of the sector. Taking into
consideration the transformations that have happened on a global scale, it discusses some aspects of
the maritime transport sector.

The paper is divided in three sections; the first introduces the main issues in the current
discussion about liberalization of the maritime transport sector. The second part describes the
Chilean legidlation of the sector in order to illustrate the changes that have happened as well as the
remaining barriers in the Chilean regulation with a view to introducing a greater flexibility in the
future. Finally, in the third section the paper suggests areas of policy action that may assist the
construction of acommon regional maritime integration regime.
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